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Universal Corporation, headquartered in Richmond, Virginia, is the leading global leaf tobacco
supplier. Tobacco has been its principal focus since its founding in 1918. The largest portion of
the Company’s business involves procuring and processing flue-cured and burley leaf tobacco
for manufacturers of consumer tobacco products. Universal conducts business in more than 30
countries on 5 continents and employs over 25,000 permanent and seasonal workers.
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FINANCIAL HIGHLIGHTS
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* Includes unusual items outlined in the tables on pages 20 and 22 of the accompanying Annual Report on Form 10-K.
** Attributable to Universal Corporation after deducting amounts attributable to noncontrolling interests in consolidated subsidiaries.
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TO OUR SHAREHOLDERS

I am proud that Universal Corporation has a track record of consistently
delivering good results and returning significant value to our shareholders.
Fiscal year 2013 results were no exception, as we achieved earnings of
$4.66 per diluted share. Segment operating income of $233 million for fiscal
year 2013 increased by $9 million, compared to the prior year, on improved
performance in our Other Regions and Other Tobacco Operations segments,
partially offset by a decline in our North America segment. These results
are notable because they are stronger than we had anticipated at the start
of the fiscal year and reflect benefits from sales of previously uncommitted

inventories and carryover shipments of large African and South American

crops. Lower selling, general, and administrative costs also bolstered our
results, reflecting both the positive effects of our targeted cost reduction and efficiency improvement efforts, as well as

some cost benefits, such as currency remeasurement and exchange gains, which are unpredictable.

As fiscal year 2014 begins, we are seeing larger crop sizes in many key sourcing areas for flue-cured and
burley tobacco. Sales activity has been robust thus far this year, driven by strong demand for burley and quality flavor
flue-cured tobaccos. In fact, current year crop levels for burley tobacco are not expected to meet global requirements.
We also hold very low levels of uncommitted inventory available for sale to our customers and will not have the benefit
of carryover shipments that helped our results in fiscal year 2013. While we expect another productive year in fiscal

2014, total volumes shipped may be lower.

Over the last three fiscal years, we have earned over $700 million in segment operating income and
strengthened our balance sheet by repaying almost $103 million in debt. We also generated over $488 million in net
cash flow from operations and returned almost $240 million to our shareholders over that period through a combination
of dividends and share repurchases. | believe that we have been able to deliver these impressive achievements because
we have remained focused on our goal of supplying a compliant product that meets our customers’ requirements in a

competitive yet sustainable manner.

As we portray in our annual report this year, a vast amount of work and expertise goes into tobacco production
well before the first seedlings emerge from the soil. We have long been a leader in our industry by successfully working
with both our farmers and our customers to cultivate the quality leaf desired by our customers while at the same time
promoting a strong sustainable supplier base. We train our farmers to grow tobacco using good agricultural practices
designed to meet our customers’ need for a compliant product while promoting sustainable crops. We also believe in
supporting our grower communities; this support comes in many forms, from providing safe, clean drinking water to

building clinics and schools.
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Our long-term challenge is to source enough leaf tobacco to meet sustained growth in demand. We expect
that ongoing demand for leaf tobacco will continue to grow at a slow rate primarily due to increased consumption in
emerging markets. As the global supply of tobacco remains tight, we explore ways to expand production in areas
where it makes economic sense. We have been successful at this in the past, particularly in Africa, as evidenced
by our operations in Mozambique, where we have dramatically expanded tobacco production. We expect Africa to
continue to grow in importance as a tobacco source and to eventually lead increases in tobacco production outside
of China. Due to our expertise in working with grower communities there, we believe that we will continue to be a
leader in this important region. Universal plays a vital role with respect to the global supply of tobacco. We expect that
provision of compliant leaf, security of supply, and social responsibility concerns will continue to increase in importance
in the future. Meeting these requirements will involve significant efforts on our part, and we are well-positioned, both

operationally and fiscally, to address those needs.

The success of our company is attributable to the knowledge and hard work of many talented individuals
around the world. Two of these valued colleagues are retiring this year after many years of service to the Company.
Jeremiah J. Sheehan is retiring from our Board of Directors. He has been a valued Director for the last fifteen
years. He has served on many committees, most recently chairing the Executive Compensation, Nominating, and
Corporate Governance Committee and serving on the Executive and Audit Committees. His breadth of experience
from having run a multinational public company, as well as his leadership and ability to ask insightful and challenging
questions will be missed. More personally, he was a mentor to me especially in my early years in my position. |

appreciate his guidance.

We also have been extremely fortunate to have had Orlando Astuti at the helm of our European operations,
guiding us through difficult market changes there in recent years. We are the only independent, global leaf supplier
with significant operations remaining in Europe. | believe Orlando’s leadership is the main reason that we have been
able to remain and continue to succeed in this region. With thirty years of experience in the tobacco industry, he is not
only a talented manager, but also an untiring advocate for European tobacco growers. He has been a dear friend to his
colleagues in Richmond and around the world. We will miss his keen intellect and his subtle wit. | thank both of these

individuals for their many years of service to our company.

M i

George C. Freeman, Il
Chairman, President, and Chief Executive Officer
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Universal—A Vital Link in the Global Tobacco Supply Chain

Universal has long been a vital link in the global tobacco supply chain. For tobacco production to thrive, those at the
beginning of the chain — our tobacco growers — must be able to sustainably produce and profit fairly from their crops.
The procedures and practices to accomplish this are unique to each origin, and our strong local teams provide the
necessary expertise. Through our activities, a small one-hectare farmer in Tete, Mozambique, is provided access
to the global tobacco market. Farmers in the Isabella province in the Philippines benefit from cutting edge advice
and extension services to enhance tobacco growing practices. Growers in Mzuzu, Malawi, receive critical front-end
financial support for the purchase of the crop inputs necessary each year to allow them to plant their crop and sustain

their livelihood.

At the other end of the supply chain, our customers — tobacco product manufacturers — are increasingly demanding
not only quality leaf, but quality compliant leaf. Compliant leaf has many meanings, depending on the customer, but
generally necessitates that the leaf supplier ensure that the tobacco was grown utilizing good agricultural practices
(GAP) in a sustainable manner related not only to the environment, but also to social concerns and grower profitability.
We have invested significant resources in the programs and infrastructure needed to work with growers to produce

compliant leaf and support our growers’ communities.

Research—vast amounts of research go into the tobacco seeds that we provide to our farmers. Our research has
led to better yielding and higher quality tobacco varieties that improve farmers’ economic viability and environmental

sustainability.

Training—Through our large global staff of scientists, agronomists, and technicians, we provide a full range of
agronomic advice to our contracted farmers. This includes training on effective seedling production, proper land
selection and preparation, nutrient management, crop husbandry, integrated pest management, proper harvesting

and curing techniques, farm safety, and environmental stewardship.

Community—vve also support the communities in which we operate. We sponsor programs to supply clean

drinking water, to build schools and clinics, and to grow food crops, among others.

Our leadership role between the two vastly different ends of a complex supply chain — the tobacco grower and the
tobacco product manufacturer — is where our company adds value and thrives. With our guidance, the small farmer
in Tete is able to profitably and sustainably produce leaf tobacco acceptable to sophisticated global tobacco product
manufacturers. And those tobacco product manufacturers are able to purchase tobacco types, styles, and qualities
from nearly anywhere in the world, with the comfort that the leaf is compliant, from a single source. Our function — our
passion — is to simply do whatever it takes to simultaneously satisfy, in a competitive manner, these two vastly different,

yet interdependent stakeholders and serve as a vital link in the global tobacco supply chain.
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PERFORMANCE GRAPH

Comparison of 5 Year Cumulative Total Return*
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*$100 invested on March 31, 2008 in stock or index, including reinvestment of dividends. Fiscal year ending March 31.
Copyright© 2013 S&P, a division of The McGraw-Hill Companies Inc. All rights reserved.

The performance graph compares the cumulative total shareholder return on Universal Corporation common
stock for the last five fiscal years with the cumulative total return for the same period of the Standard & Poor’s MidCap
400 Stock Index and the peer group index. The peer group represents Alliance One International, Inc. The graph
assumes that $100 was invested in Universal Corporation common stock at the end of the Company’s 2008 fiscal year,

and in each of the comparative indices, in each case with dividends reinvested.

CUMULATIVE TOTAL RETURN ON
UNIVERSAL CORPORATION COMMON STOCK

At March 31
2008 2009 2010 2011 2012 2013

Universal Corporation $ 10000 $ 4765 § 8805 $ 7602 $ 8523 $ 106.67
S & P MidCap 400 100.00 63.90 104.85 133.11 135.75 159.95
Peer Group 100.00 63.58 84.27 66.56 62.42 64.40
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General

This Annual Report on Form 10-K, which we refer to herein as our Annual Report, contains “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). Among other things, these statements relate to Universal Corporation’s financial condition, results of operations
and future business plans, operations, opportunities, and prospects. In addition, Universal Corporation and its representatives may
make written or oral forward-looking statements from time to time, including statements contained in other filings with the Securities
and Exchange Commission (the “SEC”) and in reports to shareholders. These forward-looking statements are generally identified
by the use of words such as we “expect,” “believe,” “anticipate,” “could,” “should,” “may,” “plan,” “will,” “predict,” “estimate,”
and similar expressions or words of similar import. These forward-looking statements are based upon management’s current
knowledge and assumptions about future events and involve risks and uncertainties that could cause actual results, performance, or
achievements to be materially different from any anticipated results, prospects, performance, or achievements expressed or implied
by such forward-looking statements. Such risks and uncertainties include, but are not limited to: anticipated levels of demand for
and supply of our products and services; costs incurred in providing these products and services; timing of shipments to customers;
changes in market structure; government regulation; product taxation; industry consolidation and evolution; changes in exchange
rates; and general economic, political, market, and weather conditions. For a description of factors that may cause actual results to
differ materially from such forward-looking statements, see Item 1A, “Risk Factors.” We caution investors not to place undue reliance
on any forward-looking statements as these statements speak only as of the date when made, and we undertake no obligation to
update any forward-looking statements made in this report. In addition, the discussion of the impact of current trends on our business
in “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Other Information Regarding Trends
and Management’s Actions” in Item 7 should be read carefully in connection with evaluating our business and the forward-looking
statements contained in this Annual Report.
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This Annual Report uses the terms “Universal,” “the Company,” “we,” “us,” and “our” to refer to Universal Corporation
and its subsidiaries when it is not necessary to distinguish among Universal Corporation and its various operating subsidiaries or
when any distinction is clear from the context in which it is used.

PART 1
Item 1. Business
A. The Company
Overview

We are the leading global leaf tobacco supplier. We operate in over 30 countries on five continents. Tobacco has been
our principal focus since our founding in 1918. The largest portion of our business involves procuring and processing flue-cured
and burley leaf tobacco for manufacturers of consumer tobacco products. Our reportable segments for our flue-cured and burley
tobacco operations are North America and Other Regions. We also have a third reportable segment, Other Tobacco Operations,
which comprises our dark tobacco business, our oriental tobacco joint venture, and certain tobacco-related services. We generated
approximately $2.5 billion in consolidated revenues and earned $232.8 million in total segment operating income in fiscal year
2013. Universal Corporation is a holding company that operates through numerous directly and indirectly owned subsidiaries.
Universal Corporation’s primary subsidiary is Universal Leaf Tobacco Company, Incorporated. See Exhibit 21, “Subsidiaries of
the Registrant,” for additional subsidiary information.



Key Operating Principles

We believe that by following several key operating principles we can continue to produce good financial returns from our
business and enhance shareholder value. These key operating principles are:

+  Strategic market position. We work closely with both our customers and suppliers to ensure that we deliver a product
that meets our customers' needs and promotes a strong sustainable supplier base. We believe that developing and
maintaining these relationships is particularly valuable in the leaf tobacco industry where delivering quality, compliant
tobacco at an appropriate price is a key factor in long-term profitability. Balancing these relationships allows us to
optimize our inventory levels to reduce risk during market downturns by enabling us to target our tobacco production
contracts against customer purchase indications. We work to adapt our business model to meet our customers' evolving
needs while providing the compliant products, stability of supply, and the high level of service that distinguishes our
company.

+ Strong local management. We operate with strong local management. We believe that having strong local
management in each leaf tobacco origin helps us better identify and adjust to constantly changing market conditions
and provides us with specific market knowledge quickly. We believe that this, coupled with effective global
coordination, is a key factor in our ability to continue to deliver the high quality, competitively-priced products that
our customers expect.

+  Compliant products. We focus on sourcing a compliant product that meets customer requirements in a competitive,
yet sustainable manner. We sponsor programs to educate farmers in good agricultural practices, the reduction of non-
tobacco related materials, product traceability, elimination of child labor, environmental sustainability, and social
responsibility, among others.

¢ Diversified sources. We strive to maintain diversified sources of leaftobacco to minimize reliance on any one sourcing
area. We operate in over 30 countries on five continents and maintain a presence in all major flue-cured, burley,
oriental, and dark air-cured tobacco growing regions in the world. Our global reach allows us to meet our customers'
diverse and dynamic leaf requirements and helps minimize the impact of crop failures or other localized supply
interruptions.

+ Financial strength. We believe that our financial strength is important, because it enables us to fund our business
efficiently and make investments in our business when appropriate opportunities are identified. We believe that lower
interest and capital costs give us a competitive advantage. Our financial strength also affords us financial flexibility
in dealing with customer requirements and market changes. We continually work to improve our financial condition
and creditworthiness.

Additional Information

Our website address is www.universalcorp.com. We post regulatory filings on this website as soon as reasonably practicable
after they are electronically filed with or furnished to the SEC. These filings include annual reports on Form 10-K, quarterly reports
on Form 10-Q, current reports on Form 8-K, Section 16 reports on Forms 3, 4, and 5, and any amendments to those reports filed
with or furnished to the SEC. Access to these filings on our website is available free of charge. Copies are also available, without
charge, from Universal Corporation Investor Relations, 9201 Forest Hill Avenue, Richmond, VA 23235. Reports filed with the SEC
may be viewed at www.sec.gov or obtained at the SEC Public Reference Room at 100 F Street, NE, Washington, D.C. 20549.
Information regarding the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330. We
also post our press releases on our website. Information on our website is not deemed to be incorporated by reference into this
Annual Report.

In addition, our Corporate Governance Guidelines, Code of Conduct, and charters for the Audit Committee, the Executive
Committee, the Executive Compensation, Nominating and Corporate Governance Committee, the Pension Investment Committee,
and the Finance Committee are available free of charge to shareholders and the public through the “Corporate Governance” section
of our website. Printed copies of the foregoing are available to any sharcholder upon written request to our Treasurer at the address
set forth on the cover of this Annual Report or may be requested through our website, www.universalcorp.com.



B. Description of Business
General

Our primary business is procuring, financing, processing, packing, storing, and shipping leaf tobacco for sale to, or for the
account of, manufacturers of consumer tobacco products throughout the world. Procuring leaf tobacco involves contracting with,
providing agronomy support to, and financing farmers in many origins. We do not manufacture cigarettes or other consumer tobacco
products. Through various operating subsidiaries and unconsolidated affiliates located in tobacco-growing countries around the
world, we contract, purchase, process, and sell flue-cured and burley tobaccos, as well as dark air-cured and oriental tobaccos. We
also provide value-added services to our customers, including blending, chemical and physical testing of tobacco, service cutting
for select manufacturers, manufacturing reconstituted leaf tobacco, and managing just-in-time inventory. Flue-cured, burley, and
oriental tobaccos are used principally in the manufacture of cigarettes, and dark air-cured tobaccos are used mainly in the manufacture
of cigars, pipe tobacco, and smokeless tobacco products. We generate our revenues from product sales, processing fees, and fees
for other services. Sales to our five largest customers, with whom we have longstanding relationships, have accounted for more
than 60% of our consolidated revenues for each of the past three fiscal years. Our sales consist primarily of flue-cured and burley
tobaccos. For the fiscal year ended March 31, 2013, our flue-cured and burley operations accounted for 90% of our revenues and
91% of our segment operating income.

Because unprocessed, or “green,” tobacco is a perishable product, processing of leaf tobacco is an essential service to our
customers. Our processing of leaf tobacco includes grading in the factories, blending, removal of non-tobacco material, separation
of leaf from the stems, drying, packing to precise moisture targets for proper aging, as well as temporary storage. Accomplishing
these tasks generally requires investments in factories and machinery in areas where the tobacco is grown. Processed tobacco that
has been properly packed can be stored by customers for a number of years prior to use, but most processed tobacco is used within
two to three years.

We are a major purchaser and processor in the chief exporting regions for flue-cured and burley tobacco throughout the
world. We estimate that we have historically handled, through leaf sales and processing, between 20% and 30% of the annual
production of such tobaccos in Brazil and between 35% and 45% in Africa. These percentages can change from year to year based
on the size, price, and quality of the crops. Recently, as tobacco growing regions have expanded in Africa, we have handled a larger
proportion of the crops there. We also handled between 25% and 35% of the flue-cured and burley tobacco produced in North
America in fiscal year 2013. The majority of this tobacco was sourced in the United States, where we sell processed U.S. tobacco
to cigarette manufacturers and process U.S. flue-cured and burley tobacco on a fee basis. We participate in the procurement,
processing, storage, and sale of oriental tobacco through ownership of a 49% equity interest in Socotab, L.L.C., a leading processor
and leaf supplier of oriental tobaccos. In addition, we maintain a presence, and in certain cases, a leading presence, in virtually all
other major tobacco growing regions in the world. We believe that our leading position in the leaf tobacco industry is based on our
operating presence in all of the major sourcing areas, our ability to meet customer style, volume, and quality requirements, our
expertise in dealing with large numbers of farmers, our long-standing relationships with customers, our development of processing
equipment and technologies, and our financial position.

We also have a leading position in worldwide dark tobacco markets. Our dark tobacco operations are located in most of
the major producing countries and in other smaller markets. We operate in major dark tobacco producing countries, including the
United States, the Dominican Republic, Indonesia, Paraguay, the Philippines, Nicaragua, and Brazil. Dark tobaccos are typically
used in the manufacture of cigars, pipe tobacco, and smokeless tobacco products, and as components of certain “roll-your-own”
cigarette products.

Sales are made by our sales force and, to a much smaller degree, through the use of commissioned agents. Most customers
are long-established tobacco product manufacturers.

We conduct our business in varying degrees in a number of countries, including Argentina, Bangladesh, Brazil, the
Dominican Republic, Germany, Guatemala, Hungary, India, Indonesia, Italy, Malawi, Mexico, Mozambique, the Netherlands,
Nicaragua, Paraguay, the People’s Republic of China, the Philippines, Poland, Russia, Singapore, South Africa, Spain, Switzerland,
Tanzania, the United States, Zambia, and Zimbabwe. In addition, Socotab, L.L.C. has oriental tobacco operations in Bulgaria,
Greece, Macedonia, and Turkey.



In the majority of the countries where we operate, we contract directly with tobacco farmers or tobacco farmer cooperatives,
in most cases before harvest, and thereby take the risk that the delivered quality and quantity may not meet market requirements.
In many countries outside the United States, we also provide agronomy services and crop advances of, or for, seed, fertilizer, and
other supplies. Agronomy services include programs to educate farmers in good agricultural practices, the reduction of non-tobacco
related materials, product traceability, elimination of child labor, environmental sustainability, and social responsibility. In Malawi,
Zambia, and Zimbabwe, we also purchase some tobacco under auction systems.

Our foreign operations are subject to international business risks, including unsettled political conditions, expropriation,
import and export restrictions, exchange controls, and currency fluctuations. During the tobacco season in many of the countries
listed above, we advance funds, guarantee local loans, or do both, each in substantial amounts, for the eventual purchase of tobacco.
The majority of these seasonal advances and loan guarantees mature in one year or less upon the farmers’ delivery of contracted
tobaccos. Most advances to farmers are denominated in local currency, which is a source of foreign currency exchange rate risk.
Most tobacco sales are denominated in U.S. dollars, which reduces our foreign currency exchange risk after the tobacco has been
purchased. See Item 1A, “Risk Factors” for more information about our foreign currency exchange and other risks.

For a discussion of recent developments and trends in our business, along with factors that may affect our business, see
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and Item 1A, “Risk Factors.”

Seasonality

Our operations are seasonal in nature. Tobacco in Brazil is usually purchased from January through July, while buying in
Malawi, Mozambique, and other African countries typically begins around April and continues through November. Farmers begin
to sell U.S. flue-cured tobacco in late July, and the marketing season lasts for approximately four months. These overlapping
marketing periods tend to minimize the overall effects of seasonality on our financial performance in most fiscal years.

We normally operate each of our processing plants for seven to nine months of the year. During this period for each region,
inventories of green tobacco, inventories of processed tobacco, and trade accounts receivable normally reach peak levels in
succession. We normally finance this expansion of current assets with cash, short-term borrowings from banks, and customer
advances, and these funding sources normally reach their peak usage in each region during its respective purchasing or processing
period. Our balance sheet at our fiscal year end reflects seasonal expansions in working capital in South America and Central
America.

Customers

Amaterial part of our business is dependent upon a few customers. Our five largest customers are Philip Morris International,
Inc., Imperial Tobacco Group, PLC, China Tobacco International, Inc., British American Tobacco, PLC, and Japan Tobacco, Inc.
In the aggregate, these customers have accounted for more than 60% of our consolidated revenues for each of the past three fiscal
years. For the fiscal year ended March 31, 2013, each of Philip Morris International, Inc. and Imperial Tobacco Group, PLC,
including their respective affiliates, accounted for 10% or more of our revenues, while the other three customers each accounted
for between 8% and 10% of our revenues. The loss of, or substantial reduction in business from, any of these customers could have
a material adverse effect on our results. We have longstanding relationships with these customers.

We had commitments from customers for approximately $506 million of the tobacco in our inventories at March 31, 2013.
Based upon historical experience, we expect that at least 85% of such orders will be delivered during fiscal year 2014. Most of our
product requires shipment via trucks and oceangoing vessels to reach customer destinations. Delays in the delivery of orders can
result from such factors as truck and container availability, port access and capacity, vessel scheduling, and changing customer
requirements for shipment.

As more fully described in Note 1 to the consolidated financial statements in Item 8 of this Annual Report, we recognize
sales revenue at the time that title to the tobacco and risk of loss passes to our customer. Individual shipments may be large, and
since the customer typically specifies shipping dates, our financial results may vary significantly between reporting periods due to
timing of sales. In some markets, including the United States, Italy, and Brazil, we process tobacco that is owned by our customers,
and we recognize the revenue for that service when the processing is completed.



Competition

The leaf tobacco industry is highly competitive. Competition among leaf tobacco merchants is based on the ability to meet
customer specifications in the growing, buying, processing, and financing of tobacco, and on the price charged for products and
services. Competition varies depending on the market or country involved. The number of competitors varies from country to
country, but there is competition in most areas to buy and sell the available tobacco. Our principal competitor is Alliance One
International, Inc. (“Alliance One”). Alliance One operates in most of the countries where we operate. Based on our estimates,
we do not believe that worldwide market shares differ substantially between the two companies. Most of our major customers are
partially vertically integrated, and thus also compete with us for the purchase of leaf tobacco in several of the major markets.

In most major markets, smaller competitors are very active. These competitors typically have lower overhead requirements
and provide less support to customers and farmers. Due to their lower cost structures, they can often offer a price on products that
is lower than our price. However, we believe that we provide quality controls and farm programs that add value for our customers
in an increasingly regulated world and make our products highly desirable. For example, we have established worldwide farm
programs designed to prevent non-tobacco related materials from being introduced into the green tobacco delivered to our factories.
In addition, we have established programs for good agricultural practices and have been active in social responsibility endeavors
such as the elimination of child labor in many of the developing countries in which we do business. We believe that our major
customers value these services and that our programs increase the quality of the products and services we offer. We also believe
that our customers value the security of supply that we are able to provide due to our strong relationships with our farmer base.

Reportable Segments

We evaluate the performance of our business by geographic region, although the dark air-cured and oriental tobacco
businesses are each evaluated on the basis of their worldwide operations. Performance ofthe oriental tobacco operations is evaluated
based on our equity in the pretax earnings of our affiliate. Under this structure, we have the following primary operating segments:
North America, South America, Africa, Europe, Asia, Dark Air-Cured, Oriental, and Special Services. North America, South
America, Africa, Europe, and Asia are primarily involved in flue-cured and burley leaf tobacco operations for supply to cigarette
manufacturers. Our Dark Air-Cured group supplies dark air-cured tobacco principally to manufacturers of cigars, pipe tobacco,
and smokeless tobacco products, and our Oriental business supplies oriental tobacco to cigarette manufacturers. Our Special Services
group primarily provides laboratory services, including physical and chemical product testing and smoke testing for customers.

The five regional operating segments serving our cigarette manufacturer customers share similar characteristics in the
nature of their products and services, production processes, class of customer, product distribution methods, and regulatory
environment. Based on the applicable accounting guidance, four of the regions — South America, Africa, Europe, and Asia — are
aggregated into a single reporting segment, Other Regions, because they also have similar economic characteristics. North America
is reported as an individual operating segment, because its economic characteristics differ from the other regions, generally because
its operations require lower working capital investments for crop financing and inventory. The Dark Air-Cured, Oriental, and
Special Services segments, which have differing characteristics in some of the categories mentioned above, are reported together
as Other Tobacco Operations, because each is below the measurement threshold for separate reporting.

Financial Information about Segments

Our North America and Other Regions reportable segments, which represent our flue-cured and burley tobacco operations,
accounted for 14% and 76% of our revenues and 8% and 83% of our segment operating income, respectively, in fiscal year 2013.
Our Other Tobacco Operations reportable segment accounted for 10% of our revenues and 9% of our segment operating income in
fiscal year 2013. Sales and other operating revenues and operating income attributable to our reportable segments for each of the
last three fiscal years, along with segment assets for each reportable segment at March 31, 2013, 2012, and 2011, are set forth in
Note 15 to the consolidated financial statements, which are included in Item 8 of this Annual Report. Information with respect to
the geographic distribution of our revenues and long-lived assets is also set forth in Note 15 to the consolidated financial statements.



C. Employees

We employed over 25,000 employees throughout the world during the fiscal year ended March 31, 2013. We estimated
this figure because the majority of our personnel are seasonal employees.

D. Research and Development

We did not expend material amounts for research and development during the fiscal years ended March 31, 2013, 2012,

or 2011.
E. Patents, etc.
We hold no material patents, licenses, franchises, or concessions.
F. Government Regulation, Environmental Matters, and Other Matters

Our business is subject to general governmental regulation in the United States and in foreign jurisdictions where we
conduct business. Such regulation includes, but is not limited to, matters relating to environmental protection. To date, governmental
provisions regulating the discharge of material into the environment have not had a material effect upon our capital expenditures,
earnings, or competitive position. See Item 1A, “Risk Factors” for a discussion of government regulations and other factors that
may affect our business.



Item 1A. Risk Factors
Operating Factors

In areas where we purchase leaf tobacco directly from farmers, we bear the risk that the tobacco we receive will not meet quality
and quantity requirements.

When we contract directly with tobacco farmers or tobacco farmer cooperatives, which is the method we use to purchase
tobacco in most countries, we bear the risk that the tobacco delivered may not meet customer quality and quantity requirements. If
the tobacco does not meet such market requirements, we may not be able to fill all of our customers’ orders, and such failure would
have an adverse effect on profitability and results of operations. Because in a contract market we buy all of the farmers’ production,
which encompasses many leaf styles, we also have a risk that not all of that production will be readily marketable. In addition, in
many foreign countries where we purchase tobacco directly from farmers, we provide them with financing. Unless we receive
marketable tobacco that meets the quality and quantity specifications of our customers, we bear the risk that we will not be able to
fully recover our crop advances or recover them in a reasonable period of time.

The leaf tobacco industry is highly competitive, and we are heavily reliant on a few large customers.

We are one of two major independent global competitors in the highly competitive leaf tobacco industry, both of whom are
reliant upon a few large customers. The loss of one of those large customers or a significant decrease in their demand for our products
or services could significantly decrease our sales of products or services, which would have a material adverse effect on our results
of operations. The competition among leaf tobacco suppliers and dealers is based on the ability to meet customer requirements in
the buying, processing, and financing of tobacco, and on the price charged for products and services. We believe that we consistently
meet our customers’ requirements and charge competitive prices. Because we rely upon a few significant customers, the consolidation,
significant increase in vertical integration, or failure of any of these large or significant customers could contribute to a significant
decrease in our sales of products and services.

We compete for both the purchase and sale of leaf with smaller leaf tobacco suppliers in some of the markets where we
conduct business. Some of these smaller leaf tobacco suppliers operate in more than one country. Since they typically provide little
or no support to farmers, these leaf tobacco merchants typically have lower overhead requirements than we do. Due to their lower
cost structures, they often can offer prices on products and services that are lower than our prices. Our customers also directly source
leaf tobacco from farmers to meet some of their raw material needs. Direct sourcing provides our customers with some qualities
and quantities of tobacco that they prefer not to use in their existing blends and that may be offered for sale. This competition for
both the sale and purchase of leaf could reduce the volume of the leaf we handle and could negatively impact our financial results.

Our financial results can be significantly affected by changes in the balance of supply and demand for leaf tobacco.

As aleaftobacco supplier, our financial results can be significantly affected by changes in the overall balance of worldwide
supply and demand for leaf tobacco. The demand for tobacco, which is based upon customers’ expectations of their future
requirements, can change from time to time depending upon factors affecting the demand for their products. Our customers’
expectations and their demand for leaf tobacco are influenced by a number of factors, including:

* trends in the global consumption of cigarettes,

*  trends in consumption of cigars and other tobacco products,
* trends in consumption of alternative tobacco products, and
* levels of competition among our customers.



The world supply of leaf tobacco at any given time is a function of current tobacco production, inventories held by
manufacturers, and the volumes of uncommitted stocks of leaf tobacco held by leaf tobacco suppliers. Production of tobacco in a
given year may be significantly affected by such factors as:

* demographic shifts that change the number of farmers or the amount of land available to grow tobacco,

* decisions by farmers to grow crops other than tobacco,

* elimination of government subsidies to farmers,

*  volume of annual tobacco plantings and yields realized by farmers,

* availability of crop inputs,

»  weather and natural disasters, including any adverse weather conditions that may result from climate change, and
*  crop infestation and disease.

Any significant change in these factors could cause a material imbalance in the supply of and demand for tobacco, which
would affect our results of operations.

Our financial results will vary according to tobacco growing conditions, customer requirements, and other factors. These factors
may also limit the ability to accurately forecast our future performance and increase the risk of an investment in our common stock
or other securities.

Our financial results, particularly our year-over-year quarterly comparisons, may be significantly affected by variations in
tobacco growing seasons and fluctuations in crop sizes. The timing of the cultivation and delivery of tobacco is dependent upon a
number of factors, including weather and other natural events, and our processing schedules and results of operations can be
significantly altered by these factors. In addition, the potential impact of climate change is uncertain and may vary by geographic
region. The possible effects, as described in various public accounts, could include changes in rainfall patterns, water shortages,
changing storm patterns and intensities, and changing temperature levels that could adversely impact our costs and business operations
and the supply and demand for leaftobacco. Our operations also rely on dependable and efficient transportation services. A disruption
in transportation services, as a result of climate change or otherwise, may also significantly impact our results of operations.

Further, the timing and unpredictability of customer orders and shipments may require us to keep tobacco in inventory and
may also result in variations in quarterly and annual financial results. We base sales recognition on the passage of ownership. Since
individual shipments may represent significant amounts of revenue, our quarterly and annual financial results may vary significantly
depending on the needs and shipping instructions of our customers and the availability of transportation services. These fluctuations
result in varying volumes and sales in given periods, which also reduce the comparability of financial results.

Major shifts in customer requirements for tobacco supply may significantly affect our operating results.

If our customers significantly alter their requirements for tobacco volumes from certain regions, we may have to change
our production facilities and alter our fixed asset base in certain origins. Permanent or long-term reduction in demand for tobacco
from origins where we have operations may trigger restructuring and impairment charges. We may also need to make significant
capital investments in other regions to develop the needed infrastructure to meet customer supply requirements.

Weather and other conditions can affect the marketability of our products.

Tobacco crops are subject to vagaries of weather and the environment that can, in some cases, change the quality or size of
the crops. If a weather event is particularly severe, such as a major drought or hurricane, the affected crop could be destroyed or
damaged to an extent that it would be less desirable to manufacturers, which would result in a reduction in revenues. If such an
event is also widespread, it could affect our ability to acquire the quantity of tobacco required by our customers. In addition, other
factors can affect the marketability of tobacco, including, among other things, the presence of excess residues of crop protection
agents or non-tobacco related materials. A significant event impacting the condition or quality of a large amount of any of the crops
that we buy could make it difficult for us to sell these products or to fill customers’ orders.
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Regulatory and Governmental Factors

Government efforts to regulate the production and consumption of tobacco products could have a significant impact on the businesses
of our customers, which would, in turn, affect our results of operations.

The U.S. federal government and certain state and local governments have taken or proposed actions that may have the
effect of reducing U.S. consumption of tobacco products and indirectly reducing demand for our products and services. These
activities have included:

*  restrictions on the use of tobacco products in public places and places of employment,

* legislation authorizing the U.S. Food and Drug Administration (the “FDA”) to regulate the manufacturing and marketing
of tobacco products,

* increases in the federal, state, and local excise taxes on cigarettes and other tobacco products, and

* the policy of the U.S. government to link certain federal grants to the enforcement of state laws restricting the sale of
tobacco products.

Numerous other legislative and regulatory anti-smoking measures have been proposed at the federal, state, and local levels.
The United States only produces about 5% of the cigarettes manufactured worldwide.

A number of foreign governments and global non-government organizations also have taken or proposed steps to restrict
or prohibit tobacco product advertising and promotion, to increase taxes on tobacco products, to indirectly limit the use of certain
types of tobacco, and to discourage tobacco product consumption. A number of such measures are included in the Framework
Convention on Tobacco Control (“FCTC”), which was negotiated and promoted globally under the auspices of the World Health
Organization (“WHO”). We cannot predict the extent to which the efforts of governments or non-governmental agencies to reduce
tobacco consumption might affect the business of our primary customers. However, a significant decrease in worldwide tobacco
consumption brought about by existing or future governmental laws and regulations would reduce demand for tobacco products and
services and could have a material adverse effect on our results of operations.

Government actions can have a significant effect on the sourcing of tobacco. If some of the current efforts are successful, we could
have difficulty obtaining sufficient tobacco to meet our customers’ requirements, which could have an adverse effect on our
performance and results of operations.

The WHO, through the FCTC, has created a formal study group to identify and assess crop diversification initiatives and
alternatives to growing leaf tobacco in countries whose economies depend upon tobacco production. The study group began its work
in February 2007. If certain countries were to partner with the FCTC study group and seek to eliminate or significantly reduce leaf
tobacco production, we could encounter difficulty in sourcing leaf tobacco to fill customer requirements, which could have an adverse
effect on our results of operations.

Certain recommendations by the WHO, through the FCTC, may cause shifts in customer usage of certain styles of tobacco.
As seen in countries like Canada and Brazil and recently discussed in the European Union, efforts have been taken to eliminate
ingredients from the manufacturing process for tobacco products. Such decisions could cause a change in requirements for certain
styles of tobacco in particular countries. Shifts in customer demand from one type of tobacco to another could create sourcing
challenges as requirements move from one origin to another.

In addition, continued government and public emphasis on environmental issues, including climate change, conservation,
and natural resource management, could result in new or more stringent forms of regulatory oversight of industry activities, which
may lead to increased levels of expenditures for environmental controls, land use restrictions affecting us or our suppliers, and other
conditions that could have a material adverse effect on our business, financial condition, and results of operations. For example,
certain aspects of our business generate carbon emissions. Regulatory restrictions on greenhouse gas emissions have been proposed.
These may include limitations on such emissions, taxes or emission allowance fees on such emissions, various restrictions on industrial
operations, and other measures that could affect land-use decisions, the cost of agricultural production, and the cost and means of
processing and transporting our products. These actions could adversely affect our business, financial condition, and results of
operations.
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Because we conduct a significant portion of our operations internationally, political and economic uncertainties in certain countries
could have an adverse effect on our performance and results of operations.

Our international operations are subject to uncertainties and risks relating to the political stability of certain foreign
governments, principally in developing countries and emerging markets, and also to the effects of changes in the trade policies and
economic regulations of foreign governments. These uncertainties and risks, which include undeveloped or antiquated commercial
law, the expropriation, indigenization, or nationalization of assets, and the authority to revoke or refuse to renew business licenses
and work permits, may adversely impact our ability to effectively manage our operations in those countries. We have substantial
capital investments in South America and Africa, and the performance of our operations in those regions can materially affect our
earnings. If the political situation in any of the countries where we conduct business were to deteriorate significantly, our ability to
recover assets located there could be impaired. To the extent that we do not replace any lost volumes of tobacco with tobacco from
other sources, or we incur increased costs related to such replacement, our financial condition or results of operations, or both, would
suffer.

Changes in tax laws in the countries where we do business may adversely affect our results of operations.

Through our subsidiaries, we are subject to the tax laws of many jurisdictions. Changes in tax laws or the interpretation of
tax laws can affect our earnings, as can the resolution of various pending and contested tax issues. In most jurisdictions, we regularly
have audits and examinations by the designated tax authorities, and additional tax assessments are common. We believe that we
routinely comply with applicable tax laws in the jurisdictions where we operate, and we vigorously contest all significant tax
assessments where we believe we are in compliance with the tax laws.

Financial Factors
Failure of our customers or suppliers to repay extensions of credit could materially impact our results of operations.

We extend credit to both suppliers and customers. A significant bad debt provision related to amounts due could adversely
affect our results of operations. In addition, crop advances to farmers are generally secured by the farmers’ agreement to deliver
green tobacco. In the event of crop failure, delivery failure, or permanent reductions in crop sizes, full recovery of advances may
never be realized, or otherwise could be delayed until future crops are delivered. See Notes 1 and 14 to the consolidated financial
statements in Item 8 for more information on these extensions of credit.

Fluctuations in foreign currency exchange rates may affect our results of operations.

We account for most of our tobacco operations using the U.S. dollar as the functional currency. The international tobacco
trade generally is conducted in U.S. dollars, and we finance most of our tobacco operations in U.S. dollars. Although this generally
limits foreign exchange risk to the economic risk that is related to leaf purchase and production costs, overhead, and income taxes
in the source country, significant currency movements could materially impact our results of operations. Changes in exchange rates
can make a particular crop more or less expensive in U.S. dollar terms. If a particular crop is viewed as expensive in U.S. dollar
terms, it may be less attractive in the world market. This could negatively affect the profitability of that crop and our results of
operations. In certain tobacco markets that are primarily domestic, the local currency is the functional currency. Examples of these
markets are Hungary, Poland, and the Philippines. Similarly, the local currency is the functional currency in other markets, such as
Western Europe, where export sales have been denominated primarily in local currencies. In these markets, reported earnings are
affected by the translation of the local currency into the U.S. dollar. See Item 7A, “Qualitative and Quantitative Disclosure About
Market Risk” for additional discussion related to foreign currency exchange risk.

Our purchases of tobacco are generally made in local currency, and we also provide farmer advances that are denominated
in the local currency. We account for currency remeasurement gains or losses on those advances as period costs, and they are usually
accompanied by offsetting increases or decreases in the purchase cost of tobacco, which is priced in the local currency. The effect
of differences in the cost of tobacco is generally not realized in our earnings until the tobacco is sold, which often occurs in a quarter
or fiscal year subsequent to the recognition of the related remeasurement gains or losses. The difference in timing could affect our
profitability in a given quarter or fiscal year.
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We have used currency hedging strategies to reduce our foreign currency exchange rate risks in some markets. In addition,
where we source tobacco in countries with illiquid or nonexistent forward foreign exchange markets, we often manage our foreign
exchange risk by matching funding for inventory purchases with the currency of sale and by minimizing our net investment in these
countries. To the extent that we have net monetary assets or liabilities in local currency, we may have currency remeasurement gains
or losses that will affect our results of operations.

Changes in interest rates may affect our results of operations.

In our business, customers may either pre-finance purchases or pay market rates of interest for inventory purchased on
order. From time to time, we borrow long-term debt at fixed rates. Through hedging agreements, we may swap the interest rates
on our existing fixed-rate debt to floating market interest rates to better match the interest rates that we charge our customers. To
the extent we are unable to match these interest rates, a decrease in short-term interest rates could increase our net financing costs.
In addition, at times we may have significant amounts of cash invested. Decreases in short-term interest rates reduce the income we
derive from those investments. Changes in interest rates also affect expense related to our defined benefit pension plan, as described
below.

Low investment performance by our defined benefit pension plan assets and changes in pension plan valuation assumptions may
increase our pension expense and may require us to fund a larger portion of our pension obligations, thus, diverting funds from other
potential uses.

We sponsor domestic defined benefit pension plans that cover certain eligible employees. Our results of operations may
be positively or negatively affected by the amount of expense we record for these plans. U.S. generally accepted accounting principles
(“GAAP”) require that we calculate expense for the plans using actuarial valuations. These valuations reflect assumptions about
financial market and other economic conditions that may change based on changes in key economic indicators. The most significant
year-end assumptions we used to estimate pension expense for fiscal year 2013 were the discount rate and the expected long-term
rate of return on plan assets. In addition, we are required to make an annual measurement of plan assets and liabilities, which may
result in a significant change to shareholders’ equity through a reduction or increase to “Pension and other postretirement benefits
plan adjustments.” At the end of fiscal year 2013, the projected benefit obligation of our U.S. pension plans was $272 million and
plan assets were $188 million. For a discussion regarding how our financial statements can be affected by pension plan valuation
assumptions, see “Critical Accounting Estimates — Pension and Other Postretirement Benefit Plans” in “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” in Item 7 and in Note 11 to the consolidated financial statements in
Item 8. Although GAAP expense and pension funding contributions are not directly related, key economic factors that affect GAAP
expense can also affect the amount of cash we are required to contribute to our pension plans under requirements of the Employee
Retirement Income Security Act (“ERISA”). Failure to achieve expected returns on plan assets could also result in an increase to
the amount of cash we would be required to contribute to our pension plans. In order to maintain or improve the funded status of
our plans, we may also choose to contribute more cash to our plans than required by ERISA regulations.

Item 1B. Unresolved Staff Comments

None
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Item 2. Properties

Except as noted, we own the following significant properties (greater than 500,000 square feet):

Location Principal Use Building Area

(Square Feet)
Flue-Cured and Burley Leaf Tobacco Operations:
North America:
United States

Nash County, North Carolina..........ccccecevieveniiieniinenieeneeseeeeee e Factory and storages 1,312,000
Other Regions:
Brazil
SANLA CIUZ 1.ttt ettt ettt et e sae et e b st e aeeneesbeeneens Factory and storages 2,386,000
Joinville V... Factory and storages 964,000
Malawi
5103 Y SRS Factory and storages 942,000
Mozambique
TOEE ettt ettt st et eee Factory and storages 748,000
Philippines
ALO00, La UNION ..ottt Factory and storages 766,000
Tanzania
IMOTOZOTO ..ttt ettt ettt ettt e e et e e st esbteeesabeeeeabteesabeeean Factory and storages 803,000
Zimbabwe
Harare oo oo oo e eeeeeeeeesesseeee e eeeeeeeeeeee Factory and storages 1,445,000
Other Tobacco Operations:
United States
Lancaster, PennsyIvania ...........cccccvevverieieieenieiieie et Factory and storages 793,000

M Leased from a third party.
@ Owned by an unconsolidated subsidiary.

We lease headquarters office space of about 45,000 square feet at 9201 Forest Hill Avenue in Richmond, Virginia, which
we believe is adequate for our current needs.

Our business involves, among other things, storing and processing green tobacco and storing processed tobacco. We operate
processing facilities in major tobacco growing areas. In addition, we require tobacco storage facilities that are in close proximity to
the processing facilities. We own most of the tobacco storage facilities, but we lease additional space as needs arise, and expenses
related to such leases are not material. We believe that the properties currently utilized in our tobacco operations are maintained in
good operating condition and are suitable and adequate for our purposes at our current volumes.

In addition to our significant properties listed above, we own other processing facilities in the following countries: Germany,
Hungary, Italy, the Netherlands, Poland, and the United States. In addition, we have ownership interests in processing plants in
Guatemala and Mexico and have access to processing facilities in other areas, such as Argentina, India, the People’s Republic of
China, South Africa, and Zambia. Socotab L.L.C., an oriental tobacco joint venture in which we own a noncontrolling interest, owns
tobacco processing plants in Turkey, Macedonia, and Bulgaria.

Except for the Lancaster, Pennsylvania facility, the facilities described above are engaged primarily in processing tobaccos
used by manufacturers in the production of cigarettes. The Lancaster facility, as well as facilities in Brazil, the Dominican Republic,
Indonesia, and Paraguay, process tobaccos used in making cigar, pipe, and smokeless products, as well as components of certain
“roll-your-own” products.
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Item 3. Legal Proceedings
European Commission Fines in Italy

In 2002, we reported that we were aware that the European Commission (the “Commission”) was investigating certain
aspects of the leaf tobacco markets in Italy. One of our subsidiaries, Deltafina S.p.A (“Deltafina”), buys and processes tobacco in
Italy. We reported that we did not believe that the Commission investigation in Italy would result in penalties being assessed against
us or our subsidiaries that would be material to our earnings. The reason we held this belief was that we had received conditional
immunity from the Commission because Deltafina had voluntarily informed the Commission of the activities that were the basis of
the investigation.

On December 28, 2004, we received a preliminary indication that the Commission intended to revoke Deltafina’s immunity
for disclosing in April 2002 that it had applied for immunity. Neither the Commission’s Leniency Notice of February 19, 2002, nor
Deltafina’s letter of provisional immunity, contains a specific requirement of confidentiality. The potential for such disclosure was
discussed with the Commission in March 2002, and the Commission never told Deltafina that the disclosure would affect Deltafina’s
immunity. On November 15, 2005, we received notification from the Commission that the Commission had imposed fines totaling
€30 million on Deltafina and Universal Corporation jointly for infringing European Union antitrust law in connection with the
purchase and processing of tobacco in the Italian raw tobacco market. In January 2006, Universal Corporation and Deltafina each
filed appeals in the General Court of the European Union (“General Court”). Deltafina’s appeal was held on September 28, 2010.
For strategic reasons related to the defense of the Deltafina appeal, we withdrew our appeal. On September 9, 2011, the General
Court issued its decision, in which it rejected Deltafina’s application to reinstate immunity. Deltafina appealed the decision of the
General Court to the European Court of Justice, and a hearing was held in November 2012. Effective with the September 9, 2011
General Court decision, we recorded a charge for the full amount of the fine (€30 million) plus accumulated interest (€5.9 million).
The charge totaled $49.1 million at the exchange rate in effect on the date of the General Court decision. Deltafina maintains a bank
guarantee in favor of the Commission in the amount of the fine plus accumulated interest in order to stay execution during the appeals
process. We expect the appeal to be decided during fiscal year 2014. Any fine and interest Deltafina may ultimately be required to
pay would not be due until the European Court of Justice issues its decision.

Other Legal Matters

In addition to the above-mentioned matter, some of our subsidiaries are involved in other litigation or legal matters incidental
to their business activities. While the outcome of these matters cannot be predicted with certainty, we are vigorously defending the
matters and do not currently expect that any of them will have a material adverse effect on our business or financial position. However,
should one or more of these matters be resolved in a manner adverse to our current expectation, the effect on our results of operations
for a particular fiscal reporting period could be material.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II
Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Common Equity

Our common stock is traded on the New York Stock Exchange (“NYSE”) under the symbol “UVV.” The following table
sets forth the high and low sales prices per share of the common stock on the NYSE Composite Tape, based upon published financial
sources, and the dividends declared on each share of common stock for the quarter indicated.

First Quarter Second Quarter Third Quarter Fourth Quarter

Fiscal Year Ended March 31, 2013

Cash dividends declared .............cccoeeieriiiiiiiiieeeeeeeeee e $ 049 § 049 § 050 §$ 0.50
Market price range:
HIZH et 47.40 51.10 52.25 58.36
LOW s 44.08 44.03 45.62 51.29
Fiscal Year Ended March 31, 2012
Cash dividends declared .............ccovierrneienniiiniceee e $ 048 § 048 § 049 § 0.49
Market price range:
HIZN. oo 45.72 41.48 47.38 48.60
LOW e 36.94 35.11 35.78 44.88

Our current dividend policy anticipates the payment of quarterly dividends in the future. However, the declaration and
payment of dividends to holders of common stock is at the discretion of the Board of Directors and will be dependent upon our future
earnings, financial condition, and capital requirements. Under the terms of our Series B 6.75% Convertible Perpetual Preferred
Stock (the “Preferred Stock™), we may not declare or pay dividends on our common stock unless dividends on the Preferred Stock
for the four most recent consecutive dividend periods have been declared and paid. The Preferred Stock contains provisions that
prohibit the payment of cash dividends if certain income and shareholders’ equity levels are not met. Under certain of our credit
facilities, we must meet financial covenants relating to minimum tangible net worth and maximum levels of debt. If we were not in
compliance with them, these financial covenants could restrict our ability to pay dividends. We were in compliance with all such
covenants at March 31, 2013. At May 20, 2013, there were 1,341 holders of record of our common stock. See Notes 6 and 12 to
the consolidated financial statements in Item 8 for more information on debt covenants and equity securities.

Purchases of Equity Securities

The following table
ended March 31, 2013:

summarizes our repurchases of our common stock during the three-month period

Total Number of
Shares Dollar Value of

Repurchased as Shares that May

Total Number of Part of Publicly Yet Be Purchased
Shares Average Price Paid Announced Plans Under the Plans or

Period " Repurchased Per Share ® or Programs © Programs ®
January 1, 2013 to January 31,2013 .......cocoeieviiieeeeeeeee 19,835 § 52.86 19,835 § 93,300,380
February 1, 2013 to February 28, 2013.........c.coceeiveveiirernene 16,869 55.62 16,869 92,362,684
March 1, 2013 to March 31, 2013..........coooviiiieieeeeeeeeee 17,616 56.39 17,616 91,369,273
TOAL ..ttt 54320 $ 54.86 54320 $ 91,369,273
1

Repurchases are based on the date the shares were traded. This presentation differs from the consolidated statement of cash flows, where the cost of share
repurchases is based on the date the transactions were settled.

2
3)

Amounts listed for average price paid per share include broker commissions paid in the transactions.

A stock repurchase plan, which was authorized by our Board of Directors, became effective and was publicly announced on November 8, 2011. This stock
repurchase plan authorizes the purchase of up to $100 million in common stock in open market or privately negotiated transactions, subject to market conditions
and other factors. This stock repurchase program will expire on the earlier of November 15, 2013, or when we have exhausted the funds authorized for the
program.
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Item 6. Selected Financial Data

Fiscal Year Ended March 31,

2013 2012 2011 2010 2009

(in thousands, except per share data, ratios, and number of shareholders)

Summary of Operations

Sales and other Operating reVeNUES..............c.ceeeveueueeeeuereeeeereeeeeesesesesesesenenens $ 2,461,699 $ 2,446,877 $ 2,571,527 $ 2,491,738 $ 2,554,659
Segment operating income ) e $ 232,757 $ 223548 § 257,925 § 279,585 § 230,475
OPperating iNCOME..........c.cuiuiuureieeierrecienerriaeie et neaeeens $ 223,000 $ 180,304 § 254,600 $ 257,209 § 209,932
NEEINCOMIE ...ttt $ 140,919 $ 100819 § 164,550 $ 170,345 § 132,561
Net income attributable to Universal Corporation D e $ 132,750 § 92,057 $ 156,565 $ 168,397 $ 131,739
Earnings available to Universal Corporation common shareholders................. $ 117,900 § 77,207 $ 141,715 $ 153,547 $ 116,889
Return on beginning common shareholders’ equity ...........cccocoeeiivnirnnninnn. 12.1% 7.9% 15.6% 18.8% 13.0%
Earnings per share attributable to

Universal Corporation common shareholders:

BASIC ..ottt $ 505 § 332§ 594 § 621 § 4.57
DILULE. ... $ 466 § 325§ 542§ 568 § 4.32

Financial Position at Year End
CUITENE TALIO ..ottt 2.80 431 3.08 2.75 2.74
TOtAl ASSELS......vuveeiiicieiiciete ettt $ 2,306,155  $ 2,266,919  $ 2,227,867 $ 2,371,040 $ 2,138,176
Long-term Obligations............c.ccoueueuriiucuemriiuereiicieeeieseeceeee e seeseeeneneaeeens $ 181,250 $ 392,500 § 320,193 $ 414764 § 331,808
WoOrking Capital..........cccoiieiiiieiricercce et $ 1,123,376  $ 1,297,921  § 1,065,883  $ 1,078,077 § 954,044
Total Universal Corporation shareholders’ equity...............cccoeveevveeereerervennnnn. $ 1,258,571 $ 1,183,451 $ 1,185,606 $ 1,122,570 $ 1,029,473
General
Ratio of earnings to fixed charges ............c.ccoveveveiiicececiceeeeeeee e 8.87 7.53 9.41 9.43 5.54
Ratio of earnings to combined fixed charges and preference dividends............ 4.69 4.07 5.17 5.29 3.55
Number of common shareholders.................ocoooveeviiiioiinieieeeeeeeeeeeeeeeeae 1,354 1,408 1,447 1,518 1,597
Weighted average common shares outstanding:

BASIC ..ottt 23,355 23,228 23,859 24,732 25,570

DIIULEA. ...ttt 28,478 28,339 28,888 29,662 30,466
Dividends per share of convertible perpetual preferred stock (annual)............. $ 6750 § 6750 § 6750 § 6750 § 67.50
Dividends per share of common stock (annual) .............ccooeeeiereiievereirenee. $ 198 § 194 § 190 § 1.86 § 1.82
Book value per common Share...............ccocoevevievieeieieeeiecceeeeeeveeee e $ 44.79 $ 41.73 $ 41.85 $ 37.39 $ 32.66

(¢S]

The Company evaluates the performance of its segments based on operating income after allocated overhead expenses (excluding significant non-recurring
charges or credits), plus equity in the pretax earnings of unconsolidated affiliates. See Note 15 to the consolidated financial statements in Item 8 of this Annual
Report.

(2

We hold less than a 100% financial interest in certain consolidated subsidiaries, and a portion of net income is attributable to the noncontrolling interests in
those subsidiaries.
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The calculations of the ratio of earnings to fixed charges and the ratio of earnings to combined fixed charges and preference
dividends are shown in Exhibit 12. Fixed charges primarily represent interest expense we incurred during the designated reporting
period, and preference dividends represent the pre-tax equivalent of dividends on preferred stock.

Significant items included in the operating results in the above table are as follows:

»  Fiscal Year 2013 — $4.1 million in restructuring costs, primarily related to workforce reductions in Africa. The effect
of these charges was a reduction in net income of $1.8 million, or $0.06 per diluted share.

*  Fiscal Year 2012 — $49.1 million charge to accrue a fine and accumulated interest imposed jointly on the Company and
Deltafina, S.p.A. (“Deltafina”), an Italian subsidiary, by the European Commission related to tobacco buying practices
in Italy. The charge reflected a September 2011 appeals court decision rejecting Deltafina's application to reinstate its
immunity in the case. No income tax benefit was recorded on the non-deductible fine portion of the charge. In addition
to that charge, we recorded restructuring costs of $11.7 million, including approximately $8.6 million for employee
termination benefits, primarily related to our operations in the U.S. and South America, and $3.1 million for costs to
exit a supplier arrangement in Europe. Results for the year also included a gain of $11.1 million on the sale of land and
buildings in Brazil that were most recently used for storage activities and a $9.6 million gain on insurance settlement
proceeds to replace factory and equipment lost in a fire at a plant in Europe. On a combined basis, the net effect of
these items decreased income before income taxes by $40.0 million and net income by $40.3 million, or $1.42 per
diluted share.

»  Fiscal Year 2011 — $7.4 million reversal of a portion of a charge recorded in fiscal year 2005 to accrue a fine imposed
by the European Commission on Deltafina, S.p.A., our subsidiary in Italy, related to tobacco buying practices in Spain.
The reversal reflected a favorable European Union’s General Court decision in Deltafina’s appeal of the fine. We also
recorded a $19.4 million gain on the assignment of farmer contracts and sale of related assets in Brazil to an operating
subsidiary of a major customer. In addition to those items, which benefited fiscal year 2011 earnings, we recorded
$21.5 million in restructuring and impairment costs during the year. A significant portion of those costs related to our
decision to close our leaf tobacco processing operations in Canada and sell the assets of those operations. Restructuring
charges were also recorded to recognize costs associated with voluntary early retirement offers in our U.S. operations
and additional voluntary and involuntary separations in various other locations. On a combined basis, the net effect
of these items increased income before income taxes by $5.3 million, and increased net income by $3.3 million, or
about $0.12 per diluted share.

*  Fiscal Year 2009 — $50.6 million in losses from currency remeasurement and exchange, primarily caused by the effect

of the rapid devaluation of the Brazilian currency between June and December 2008. The effect of these losses was a
reduction in net income of $32.9 million, or $1.08 per diluted share.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of financial condition and results of operations is provided to enhance the understanding of,
and should be read in conjunction with, Part I, Item 1, “Business” and Item 8, “Financial Statements and Supplementary Data.”
For information on risks and uncertainties related to our business that may make past performance not indicative of future results,
or cause actual results to differ materially from any forward-looking statements, see “General,” and Part I, Item 14, “Risk Factors.”

OVERVIEW

We are the leading global leaf tobacco supplier. We derive most of our revenues from sales of processed tobacco to
manufacturers of tobacco products throughout the world and from fees and commissions for specific services. We hold a strategic
position in the world leaf markets where we work closely with both our customers and farmers to ensure that we deliver a compliant
product that meets our customers' needs while promoting a strong supplier base. We adapt to meet changes in customer requirements
as well as broader changes in the leaf markets while continuing to provide the stability of supply and high level of service that
distinguishes us in the marketplace. We believe that we have successfully met the needs of both our customers and suppliers while
adapting to changes in leaf markets. Consequently, we have delivered strong results to our shareholders. Over the last three fiscal
years, we have strengthened our balance sheet by repaying almost $103 million in debt, generated over $488 million in net cash flow
from operations, and returned almost $240 million to our shareholders through a combination of dividends and share repurchases.

After record results and large crops in fiscal year 2010, we continued to see large burley crops in fiscal year 2011 while
flue-cured production was reduced somewhat by a weather issue in Brazil. During the year, we began to see the signs of oversupply
in lower margins and elevated supplier and dealer inventories. In addition, we assigned farmer contracts in Brazil to a subsidiary of
Philip Morris International as part of its efforts to increase its direct sourcing capability there. In response to customer efforts in
direct sourcing and our need to reduce costs in an oversupplied market, we began a process of reviewing each of our operations with
the purpose of rationalizing global operations to fit market conditions. That process gave rise to numerous cost-saving initiatives
which continued into fiscal year 2012.

In fiscal year 2012, we had a slow start to the tobacco buying season, which is typical in a cycle of oversupply as both
customers and farmers delayed action to evaluate market development. However, selling activity increased after prices declined at
both the farm and the supplier and dealer levels. We experienced lower margins as a result of the oversupplied market conditions.
In Brazil, we also saw the effect in our first quarter of reduced sales of leaf due to the assignment of some of our farmer contracts
to a subsidiary of Philip Morris International during fiscal year 2011. Processing volumes in North America decreased due to
processing contracts that expired in 2011. We continued to make progress on our restructuring programs in several regions, to further
reduce operating cost structures where necessary. Earnings were negatively impacted by a charge related to the rejection of our
European Commission fine appeal, although we appealed that decision to a higher court and expect resolution in fiscal year 2014.

Despite smaller crops, rising leaf production costs, and margin pressures in most regions, we delivered better performance
in fiscal year 2013 than we had anticipated at the beginning of the fiscal year. Some of this success was attributable to the sale of
previously uncommitted inventories and carryover shipments of the prior year's large African and South American crops. In addition,
we benefited from lower selling, general, and administrative costs. Certain of these costs reductions were unpredictable - such as
currency remeasurement and exchange gains - and may not be recurring, while others were a result of our targeted cost reduction
and efficiency improvement efforts. In fiscal year 2013, we also generated over $230 million in cash flow from our operations and
returned nearly $70 million to our shareholders through a combination of dividends and share repurchases. In addition to our financial
achievements, our strong local management teams around the globe continued to advance our goal of providing compliant leaf,
produced in a sustainable and competitive manner, to our customers.

As we move into fiscal year 2014, we are seeing crop sizes increase in many of the key sourcing areas for flue-cured and
burley tobacco in response to strong global leaf demand. Sales activity has also been robust, especially for quality flavor flue-cured
styles of tobacco. Burley tobacco remains in high demand, and current year crop levels are not expected to meet global requirements.
At the same time, our uncommitted inventories are near historic lows, limiting our ability to glean additional volumes from this
source. In addition to the low uncommitted inventories, we will not have the benefit of carryover crop shipments which helped our
results in the first and second quarters of fiscal year 2013. While we look forward to another productive year, total volumes shipped
may be lower in fiscal year 2014.

We remain committed to being a leader in our industry and are excited about the future. Universal plays a vital role with
respect to the global supply of tobacco, and we have a solid balance sheet that allows us to capitalize on opportunities to grow our
business. We champion programs to address critical industry issues such as the elimination of child labor and the eradication of illicit
trade in tobacco products. We partner with our suppliers to enhance their production, ensure compliant leaf, and to support their
communities, and we provide solutions for our contracted farmers through the efforts of our large team of agronomists and field
technicians worldwide. We also actively work with our longstanding customers to balance tobacco production with their continued
strong demand.
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RESULTS OF OPERATIONS
Fiscal Year Ended March 31, 2013, Compared to the Fiscal Year Ended March 31, 2012

Net income for the fiscal year ended March 31, 2013, was $132.8 million, or $4.66 per diluted share, compared with last
year's net income of $92.1 million, or $3.25 per diluted share. The comparison of the current and prior fiscal year is affected by
several unusual items, which are described below, amounting to net pretax charges of $4.1 million ($0.06 per diluted share), and
$40.1 million ($1.42 per diluted share) for fiscal years 2013 and 2012, respectively. Segment operating income for fiscal year 2013,
which excludes those unusual items, was $232.8 million, up $9.2 million compared with the prior year, as improved performance in
our Other Regions and Other Tobacco Operations segments was partially offset by a decline in our North America segment. Revenues
for fiscal year 2013 of $2.5 billion were relatively flat compared with the previous year, on lower volumes at higher average prices.

The following table sets forth the unusual items included in the annual results, none of which are included in segment results:

Fiscal Year Ended
March 31,
(in millions of dollars, except per share amounts) 2013 2012
(Charges) and gains
1

(Charge for) reversal of European Commission fines in Italy B i $ — 3 (49.1)

2
Restructuring costs S, 4.1 (11.7)

3
Gain on fire loss insurance settlement in Europe ) ettt ettt — 9.6
4

Gain on sale of facility in Brazil( e, — 11.1
Total effect 0N OPEIAtING INCOMC ..........c.ecvieeeiiiieeectetee ettt ettt ettt et e e ese s e st etees e e ese et et esseseesessesessesseseesessenseseesensesessessenserenne $ “4.1) $ (40.1)
Total €ffECt ON NEL INCOMIC. .........cuicvieieeieeeee ettt ettt ettt ettt et ese et e s e st ete et essese et e st essesssesseseesesseseesessensessesensesessessenserenne $ 1.8) $ (40.3)
Total effect on diluted €arnings PEI SHATE...........c.ccociiuiieiieiiietieeeteeet ettt ettt et e s s aees et eseesesenseseesenseseesessenserenne $ 0.06) $ (1.42)

M

Fines and accumulated interest from the September 9, 2011, decision by the General Court of the European Union rejecting an Italian subsidiary's application to
reinstate immunity related to infringements of European Union antitrust law in the Italian raw tobacco market.

@
3)
@

Restructuring charges, primarily related to workforce reductions in the United States, South America, Europe, and Africa.
The fire loss insurance settlement related to a plant fire in Europe in 2010. The operating assets were replaced.

Sale of land and storage buildings in Brazil in November 2011.
Flue-cured and Burley Leaf Tobacco Operations

For the fiscal year ended March 31, 2013, operating income for our flue-cured and burley leaf tobacco operations, which
includes our North America and Other Regions segments, of $212.3 million, was nearly flat compared to the prior year's results of
$210.7 million. The slight increase reflected improved operating results for the year in our Other Regions segment, which was mostly
offset by reduced earnings in our North America segment. Sales volumes for fiscal year 2013 reflected the smaller current crops as
well as additional volumes from carryover shipments from last year's large crops. Those carryover crops, mainly from South America
and Africa, primarily were shipped in the first half of this year. Revenues for the group were flat compared with the prior year, at
$2.2 billion.

Operating income for our Other Regions segment of $192.6 million was up 7%, compared to $180.7 million for the previous
year. Benefits from significant reductions in selling, general, and administrative expenses outweighed the effects of lower volumes
and margins in most origins. The selling, general, and administrative expense reductions were largely attributable to a decline in
provisions for farmer bad debts, net currency remeasurement and exchange benefits in Africa, South America and Asia, and lower
customer claims in comparison with the prior year. Revenues for the segment of $1.9 billion were relatively flat, on lower overall
volumes at higher average prices mostly due to higher green leaf costs.

Operating income for our North America segment declined by $10.3 million to $19.7 million for fiscal year 2013, compared
with the previous year. Despite higher overall sales volumes and increased processing business, the earnings decline was influenced
by lower margins on higher green leaf costs and higher overhead allocations. Revenues for the segment of $334.7 million were up
7% on those higher sales and processing volumes.
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Other Tobacco Operations

In our Other Tobacco Operations segment, operating income for fiscal year 2013 improved by $7.6 million to $20.5 million,
on a favorable product mix due in part to stronger wrapper sales in our dark tobacco operations from recovery of the Indonesian crop
shortages. The results for our oriental joint venture also improved on better margins, as well as lower operating expenses due to a
stronger U.S. dollar and overhead cost reductions. Revenues for this segment for fiscal year 2013 increased by about 7%, to $255.1
million, mainly due to increased wrapper volume in our dark tobacco operations.

Other Items

Cost of goods sold of $2.0 billion was up about 1% for the year ended March 31, 2013, compared with the prior year. The
change reflected higher green leaf costs and was consistent with comparable changes in sales revenues for the relevant period. Selling,
general, and administrative costs declined by $16.3 million compared to the previous year. The decline was driven mainly by benefits
from currency remeasurement and exchange gains in our Other Regions segment, a reduction in provisions for farmer bad debts,
and lower customer claims.

Interest expense was down $0.8 million to $22.0 million compared with the previous year, primarily due to lower average
borrowing levels as a result of reduced working capital requirements this year. The consolidated effective income tax rate on pretax
earnings was approximately 32% and 38% for the fiscal years ended March 31, 2013 and 2012, respectively. Last year's rate was
higher because we did not record an income tax benefit on the non-deductible fine portion of the charge for the European Commission
fine and interest in Italy. Without that item, the effective income tax rate would have been approximately 29%. The rates in all
periods, excluding adjustments, were lower than the 35% federal statutory rate because of the effect of changes in exchange rates
on deferred income tax assets and liabilities, as well as lower effective rates on income from certain foreign subsidiaries.

Fiscal Year Ended March 31, 2012, Compared to the Fiscal Year Ended March 31, 2011

Net income for the fiscal year ended March 31, 2012, was $92.1 million, or $3.25 per diluted share, including the effect of
the charge for the European Commission fine and interest in Italy. That charge and other unusual items during fiscal year 2012
amounted to a net pretax charge of $40.1 million ($1.42 per diluted share). Those results compared to fiscal year 2011 net income
of $156.6 million, or $5.42 per diluted share, which included unusual items amounting to a net pretax benefit of $5.3 million ($0.12
per diluted share). Segment operating income for fiscal year 2012, which excluded those unusual items, was $223.5 million, down
$34.4 million compared with fiscal year 2011 as lower results in our North America and Other Tobacco Operations segments were
partially offset by improved performance in our Other Regions segment. The fiscal year 2012 results reflected the full impact of the
assignment of Brazilian farmer contracts to Philip Morris International in fiscal year 2011, as well as the decline in processing
volumes in the North America segment related to the expiration of customer contracts. Operating income in this period included
$12 million in dividend income from unconsolidated subsidiaries. Revenues for fiscal year 2012 fell to $2.4 billion from $2.6 billion
in fiscal year 2011, primarily due to lower leaf prices on slightly higher volumes.

21



The following table sets forth the unusual items included in reported results, none of which are included in segment results:

Fiscal Year Ended
March 31,
(in millions of dollars, except per share amounts) 2012 2011
(Charges) and gains
1
(Charge for) reversal of European Commission fines in Italy and Spain e $ “49.1) $ 7.4
. . . 2
Restructurmg and 1mpalrment costs ( ) ....................................................................................................................................... (1 1 7) (215)
3
Gain on fire loss insurance settlement in Europe ) e 9.6 —
4
Gain on sale of facility in Brazil ] 11.1 —
5
Gain on assignment of farmer contracts and sale of related assets in Brazil e — 19.4
Total effect 0N OPEIAtING INCOIMC. ...........coiviieeictieteeeete ettt ettt ettt ete et ettt et et eseesees et essese et essesesse s eseesesensensesesensesessenseneerenes $ 40.1) $ 53
Total effECt ON NEL INCOMIEC........c.cieveveeiiereieieieteeeetetetest et te sttt estesesesessesesesaeseseseesesesessesesessesesesessesesesarsesesessesasessesesessnsesesensesasanens $ 40.3) $ 33
Total effect on diluted €arnings PEI SNATE.............cooveiivieieieicicteeeet ettt ettt ettt eteete s e e ese st e s enseseeseneesessenseneerenee $ (1.42) $ 0.12

1

Fiscal year 2012 - fines and accumulated interest related to the September 9, 2011 decision by the General Court of the European Union rejecting an Italian
subsidiary's application to reinstate immunity related to infringements of European Union antitrust law in the Italian raw tobacco market.

Fiscal year 2011 - the reversal of a portion of a European Commission fine recorded by an Italian subsidiary in 2005 related to the Spanish tobacco processing
market, following a decision of the General Court of the European Union that reduced the amount of the fine by half.

(2
(3)
“
(%)

Restructuring and impairment charges, primarily related to plant closures and workforce reductions in the United States, South America, and Europe.
Fire loss insurance settlement in June 2011 related to a plant fire in Europe in 2010. The operating assets were replaced.
Sale of land and storage buildings in Brazil in November 2011.

Assignment of farmer production contracts and related assets in Brazil in October 2010.
Flue-cured and Burley Leaf Tobacco Operations

For the fiscal year ended March 31, 2012, operating income for the flue-cured and burley leaf tobacco operations, which
included the North America and Other Regions segments, was about $211 million, an 8% decrease compared to fiscal year 2011
results of about $229 million. The decline reflected improved operating results for fiscal year 2012 in the Other Regions segment,
which were outweighed by reduced earnings in the North America segment. Revenues for the group were down about 3%, to $2.2
billion due to lower leaf prices, despite higher volumes for fiscal year 2012.

Operating income of $180.7 million for the Other Regions segment was up 6%, compared to $170 million for fiscal year
2011. In Africa, higher sales volumes in some origins, partly due to completion of more shipments prior to March 31, 2012, mitigated
tighter margins and lower third-party processing income. Earnings also benefited from the reversal of statutory severance obligations
there. Earnings in the South America region were down, although the effect of reduced sales volumes related to the assignment of
farmer contracts in fiscal year 2011 was moderated significantly by increased sales to new and existing customers, as well as lower
costs from restructuring activities and a smaller farmer base in Brazil. In Europe, results improved on higher shipments and an
insurance recovery, while Asia experienced declines in the period, primarily due to reduced trading volumes and inventory
adjustments. Selling, general, and administrative expenses for the segment were flat for fiscal year 2012, and cost of goods sold
declined about 4% due mostly to reduced green leaf prices and the effect of increased toll processing in Brazil. In addition, results
for the Other Regions segment included $12 million in dividend income from unconsolidated subsidiaries. Revenues for the segment
of $1.9 billion were relatively flat as higher overall volumes combined with lower prices in most regions and a less favorable mix.

Operating income for the North America segment declined by $29.2 million to $30.0 million for fiscal year 2012, as results
included the full impact of lower toll processing volumes there. The lower processing volumes were partly mitigated by reduced
overhead costs, including savings from restructuring initiatives. Results for both fiscal years 2012 and 2011 also reflected sales of
uncommitted leaf inventories. Revenues for the segment were down 8% to $314.2 million.
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Other Tobacco Operations

In the Other Tobacco Operations segment, operating income for fiscal year 2012 declined by $15.8 million to $12.8 million,
due primarily to lower volumes and margins in the dark tobacco operations as a result of a decline in global market sales. The oriental
joint venture also experienced lower overall sales volumes and margins for fiscal year 2012, partially mitigated by reduced overhead
costs and the benefit from business realignment charges taken in fiscal year 2011. Revenues for this segment for fiscal year 2012
decreased by $47.5 million, to $239.2 million. The majority of this change was due to the transfer of Special Services business to
the Other Regions segment and lower dark tobacco volumes.

Other Items

Cost of goods sold decreased by about 4% to $2.0 billion for the year ended March 31, 2012, primarily as a result of reduced
green leaf prices in most origins, offset somewhat by higher volumes. Selling, general, and administrative costs fell by $7.4 million
for the year. The decline included a favorable comparison on costs related to a smaller farmer base in South America and a positive
variance from the reversal of non-income tax provisions due to a favorable tax ruling in South America, partially offset by unfavorable
variances on currency remeasurement primarily in South America and Asia.

Interest expense was down 1% to $22.8 million for the year ended March 31, 2012, primarily reflecting lower average
borrowing levels. Interest income for fiscal year 2012 was about $1.4 million lower, due to the previous year's recognition of interest
income on the return of funds that had been escrowed to bond the appeal of the European Commission fine in Spain.

The consolidated effective income tax rate on pretax earnings was approximately 38% for the fiscal year ended March 31,
2012. The rate was higher than the 35% U.S. statutory tax rate because we did not record an income tax benefit on the non-deductible
fine portion of the charge for the European Commission fine and interest in Italy. Without that item, the effective income tax rate
for fiscal year 2012 would have been approximately 29%. That rate was lower than the U.S. statutory rate primarily due to the effect
of exchange rate movements on deferred taxes and recognition of benefits on fiscal year 2011 operating losses of certain foreign
subsidiaries, and to recoveries of state income taxes. The effective income tax rate for the year ended March 31, 2011, was
approximately 32%. The effective rate for 2011 was less than the statutory rate due to the reversal of previously recorded liabilities
for uncertain tax positions and recognition of benefits on fiscal year 2010 operating losses of certain foreign subsidiaries.

During the first quarter of fiscal year 2012, an insurance settlement was received for replacement cost recovery on the
factory and equipment destroyed in a fire at our sheet tobacco operations in Europe in 2010. The settlement generated a gain of $9.6
million. In the third quarter of fiscal year 2012, we sold land and storage buildings in Brazil in exchange for other property and $9.4
million in cash. The transaction resulted in a gain of $11.1 million. Both of these gains are reported in other income in the consolidated
statements of income.

Accounting Pronouncements

In February 2013, the FASB issued Accounting Standards Update 2013-02, “Comprehensive Income (Topic 220): Reporting
of Amounts Reclassified Out of Accumulated Other Comprehensive Income.” The new guidance requires entities to report the effect
of significant reclassifications out of accumulated other comprehensive income on the respective line items in net income unless the
amounts are not reclassified in their entirety to net income. For amounts that are not required to be reclassified in their entirety to
net income in the same reporting period, entities are required to cross-reference other disclosures that provide additional detail about
those amounts. The new guidance is effective prospectively for all interim and annual periods beginning after December 15, 2012,
with early adoption permitted. The Company does not expect any impact on the Company's results of operations, cash flows or
financial position as the guidance relates only to additional disclosures.

We believe the other new accounting guidance issued during fiscal year 2013 would not have a material impact on our
financial statements.
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LIQUIDITY AND CAPITAL RESOURCES
Overview

During the fiscal year ended March 31, 2013, our operations generated positive operating cash flows. Seasonal working
capital requirements were lower this fiscal year largely due to smaller crops, the completion of carryover shipments from last year's
large crops in some origins, and sales of uncommitted inventories. We had more than sufficient liquidity to meet our needs. We also
continued our conservative financial policies, maintained our discipline on using our free cash flow, ended the fiscal year with lower
uncommitted tobacco inventory levels, and reduced our leverage ratios while returning funds to shareholders.

Our liquidity and capital resource requirements are predominately short-term in nature and primarily relate to working
capital required for tobacco crop purchases. Working capital needs are seasonal within each geographic region. The geographic
dispersion and the timing of working capital needs permit us to predict our general level of cash requirements, although crop sizes,
prices paid to farmers, shipment and delivery timing, and currency fluctuations affect requirements each year. Peak working capital
requirements are generally reached during the first and second fiscal quarters. Each geographic area follows a cycle of buying,
processing, and shipping, and in many regions we also provide agricultural materials to farmers during the growing season. The
timing of the elements of each cycle is influenced by such factors as local weather conditions and individual customer shipping
requirements, which may change the level or the duration of crop financing. Despite a predominance of short-term needs, we maintain
a relatively large portion of our total debt as long-term to reduce liquidity risk. We also periodically have large cash balances that
we utilize to meet our working capital requirements.

We believe that our financial resources are adequate to support our capital needs for at least the next twelve months. Our
seasonal borrowing requirements primarily relate to purchasing crops in South America and Africa and can increase from March to
September by more than $300 million. The funding required can vary significantly depending upon such factors as crop sizes, the
price of leaf, the relative strength of the U.S. dollar, and the timing of shipments and customer payments. We deal with this uncertainty
by maintaining substantial credit lines and cash balances. In addition to our operating requirements for working capital, we have
$211 million of long-term debt maturing in fiscal year 2014, and we expect to provide around $13 million in funding to our pension
plans. While available capital resources from our cash balances, a committed revolving credit facility, and uncommitted credit lines
exceed these anticipated needs, we may explore refinancing long-term debt in order to better manage long-term liquidity risk. After
balancing our capital structure, any excess cash flow from operations after dividends and capital expenditures will be available to
fund expansion, purchase our stock, or otherwise enhance shareholder value.

Cash Flow

Our operations provided about $234 million in operating cash flows in fiscal year 2013. Using those funds, we spent $31
million on capital projects, returned almost $70 million to shareholders in the form of dividends and repurchases of our common
stock, and reduced our total debt by $35 million. At March 31, 2013, cash balances totaled $368 million.

Working Capital

Working capital at March 31, 2013, was about $1.1 billion, down $175 million from last year's level. Cash and cash
equivalents increased by over $106 million while the current portion of long-term obligations increased by $195 million. Accounts
payable and accrued expenses increased by about $38 million in large part due to the reclassification of the liability for our European
Commission fine from a long-term to a current liability. Our legal appeal of the fine is expected to be resolved by the end of fiscal
year 2014.

Tobacco inventories at March 31, 2013, were down $59 million. Inventories were lower due to smaller African crops and
less uncommitted tobacco inventory. We usually finance inventory with a mix of cash, notes payable, and customer deposits,
depending on our borrowing capabilities, interest rates, and exchange rates, as well as those of our customers. We generally do not
purchase material quantities of tobacco on a speculative basis. However, when we contract directly with farmers, we are obligated
to buy their entire crop. Our uncommitted tobacco inventories decreased by approximately $26 million to $117 million, or about
19% of tobacco inventory. Uncommitted inventories at March 31, 2012, were $143 million, which represented 21% of tobacco
inventory. The level of these uncommitted inventories is influenced by timing of farmer deliveries of new crops.
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Share Repurchase Activity

Our Board of Directors approved our current share repurchase program in November 2011. This program expires in
November 2013 and authorizes purchases of up to $100 million of our common stock. Under the authorization, we may purchase
shares from time to time on the open market or in privately negotiated transactions at prices not exceeding prevailing market rates.
During fiscal year 2013, we purchased 169,432 shares of common stock at an aggregate cost of $9 million (average price per share
of $50.94), based on trading dates. We did not purchase any shares under this program prior to the beginning of this fiscal year. In
determining our level of common stock repurchase activity, our intent is to use only cash available after meeting our capital investment,
dividend, and working capital requirements. As a result, our execution of the repurchase program may vary as we realize changes
in cash flow generation and availability. At March 31,2013, our available authorization under our current share repurchase program
was $91 million, and approximately 23.3 million common shares were outstanding.

Capital Spending

Our capital expenditures are generally limited to those that add value for our customers, replace or maintain equipment,
increase efficiency, or position us for future growth. Our capital expenditures were approximately $31 million in fiscal year 2013,
$38 million in fiscal year 2012, and $39 million in fiscal year 2011. Depreciation expense was approximately $43 million, $42
million, and $44 million, respectively, in each of fiscal years 2013, 2012, and 2011. Our intent is to limit routine capital spending
to a level below depreciation expense in order to maintain strong cash flow. However, from time to time, we may undertake projects
that increase spending beyond those limits. We currently have no major capital expenditures planned in fiscal year 2014.

Outstanding Debt and Other Financing Arrangements

We consider the sum of notes payable and overdrafts, long-term debt (including the current portion), and customer advances
and deposits, less cash, cash equivalents, and short-term investments on our balance sheet to be our net debt. We also consider our
net debt plus shareholders' equity to be our total capitalization. Net debt decreased by $137 million to $155 million during the fiscal
year ended March 31, 2013. The decrease primarily reflects higher cash balances and lower notes payable and overdrafts. Net debt
as a percentage of capitalization was approximately 11% at March 31, 2013, down from 19% at March 31, 2012, and it was lower
than our target range for peak borrowings of 35% to 45% of total capitalization.

We have a committed revolving credit facility of $450 million and a funded five-year amortizing term loan facility. Both
facilities will mature in November 2016. As of March 31, 2013, we had no borrowings under the revolving credit facility. Under
the terms of the facilities, we must maintain a minimum level of tangible net worth and observe limits on debt levels. As of March
31,2013, we were in compliance with all covenants of our debt agreements. As of March 31,2013, we, together with our consolidated
affiliates, had approximately $412 million in uncommitted lines of credit, of which approximately $307 million were unused and
available to support seasonal working capital needs. We also have an active, undenominated universal shelf registration filed with
the SEC in November 2011, which provides for future issuance of additional debt or equity securities.

We have $211 million of long-term debt maturing in fiscal year 2014. Although available capital resources from our cash
balances, committed credit facility, and uncommitted credit lines exceed the amount of the maturing debt, we may explore refinancing
long-term debt in order to better control long-term liquidity risk.

Derivatives

From time to time, we use interest rate swap agreements to manage our exposure to changes in interest rates. At March 31,
2013, the fair value of our outstanding interest rate swap agreements was a liability of about $2 million, and the notional amount
swapped was approximately $93 million. These agreements were entered into to eliminate the variability of cash flows in the interest
payments on our variable rate amortizing term loan. Under the swap agreements, we receive variable rate interest and pay fixed rate
interest. The swaps are accounted for as cash flow hedges.

We also enter forward contracts from time to time to hedge certain foreign currency exposures, primarily related to forecast
purchases of tobacco and related processing costs in Brazil, as well as our net monetary asset exposure in local currency there. We
generally account for our hedges of forecast tobacco purchases as cash flow hedges. At March 31, 2013, the fair value of our open
contracts was not material. We also had other forward contracts outstanding that were not designated as hedges, and the fair value
of those contracts was not material at March 31, 2013. For additional information, see Note 9 to the consolidated financial statements
in Item 8.
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Pension Funding

Funds supporting our ERISA-regulated U.S. defined benefit pension plans increased by $11 million to $188 million, as
contributions and asset returns exceeded benefit payments. The accumulated benefit obligation (“ABO”) and the projected benefit
obligation (“PBO”) were approximately $227 million and $241 million, respectively, as of March 31, 2013. The ABO and PBO are
calculated on the basis of certain assumptions that are outlined in Note 11 to the consolidated financial statements in Item 8. We
expect to make contributions of about $13 million to our pension plans, including $10 million to our ERISA-regulated plans, during
the next year. It is our policy to regularly monitor the performance of the funds and to review the adequacy of our funding and plan
contributions.

Contractual Obligations

Our contractual obligations as of March 31, 2013, were as follows:

(in thousands of dollars) Total 2014 2015-2016 2017-2018 After 2018
1

Notes payable and long-term debt R $ 531,351 $ 339049 $ 154267 $ 38,035 § —

Operating 1€ase ODLIZAtIONS ............ccocvevevieeeeteeeeieeceeeee ettt neaeas 44,230 16,890 14,806 7,210 5,324

Inventory purchase obligations:

TODACCO ...ttt 792,079 792,079 — — —
Agricultural MAterials.............ococvoviuieieeeieeeeeeceeee e 62,991 62,991 — —

Other purchase ObliGAtioNS.............ccocveveuiiieeueiieieeeeereeeeee ettt 9,723 9,723 — —
Total

.......................................................................................................................... $ 1,440,374 § 1,220,732 § 169,073 § 45245 § 5,324

1

Includes interest payments. Interest payments on $105.0 million of variable rate debt were estimated based on rates as of March 31, 2013. The Company has
entered interest rate swaps that effectively convert the interest payments on the $92.5 million outstanding balance of its amortizing bank term loan from variable
to fixed. The fixed rate has been used to determine the contractual interest payments for all periods.

In addition to principal and interest payments on notes payable and long-term debt, our contractual obligations include
operating lease payments, inventory purchase commitments, and capital expenditure commitments. Operating lease obligations
represent minimum payments due under leases for various production, storage, distribution, and other facilities, as well as vehicles
and equipment. Tobacco inventory purchase obligations primarily represent contracts to purchase tobacco from farmers. The amounts
shown above are estimates since actual quantities purchased will depend on crop yield, and prices will depend on the quality of the
tobacco delivered. About 55% of our crop year contracts to purchase tobacco are with farmers in Brazil. We have partially funded
our tobacco purchases in Brazil and in other regions with advances to farmers and other suppliers, which totaled approximately $132
million at March 31, 2013. In addition, we have guaranteed bank loans to farmers in Brazil and Malawi that relate to a portion of
our tobacco purchase obligations in those countries. At March 31, 2013, we were contingently liable under those guarantees for
outstanding balances of approximately $20 million (including accrued interest), and we had recorded a liability of approximately $4
million for the fair value of those guarantees. As tobacco is purchased and the related bank loans are repaid, our contingent liability
is reduced.
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CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

In preparing the financial statements in accordance with GAAP, we are required to make estimates and assumptions that
have an impact on the assets, liabilities, revenue, and expense amounts reported. These estimates can also affect our supplemental
information disclosures, including information about contingencies, risks, and financial condition. We believe, given current facts
and circumstances, that our estimates and assumptions are reasonable, adhere to GAAP, and are consistently applied. However,
changes in the assumptions used could result in a material adjustment to the financial statements. Our critical accounting estimates
and assumptions are in the following areas:

Inventories

Inventories of tobacco are valued at the lower of cost or market with cost determined under the specific cost method. Raw
materials are clearly identified at the time of purchase. We track the costs associated with raw materials in the final product lots,
and maintain this identification through the time of sale. We also capitalize direct and indirect costs related to processing raw
materials. This method of cost accounting is referred to as the specific cost or specific identification method. We write down
inventory for changes in market value based upon assumptions related to future demand and market conditions if the indicated market
value is below cost. Future demand assumptions can be impacted by changes in customer sales, changes in customers’ inventory
positions and policies, competitors’ pricing policies and inventory positions, changing customer needs, and varying crop sizes and
qualities. Market conditions that differ significantly from those assumed by management could result in additional write-downs.
We experience inventory write-downs routinely. Inventory write-downs in fiscal years 2013,2012, and 2011 were $1.5 million, $8.3
million, and $8.5 million, respectively.

Advances to Suppliers and Guarantees of Bank Loans to Suppliers

In many sourcing origins, we provide tobacco growers with agronomy services and seasonal crop advances of, or for, seed,
fertilizer, and other supplies. These advances are short term in nature and are customarily repaid upon delivery of tobacco to us. In
several origins, we have also made long-term advances to tobacco farmers to finance curing barns and other farm infrastructure. In
Brazil and Malawi, we also guarantee loans made to farmers for the same purposes. In some years, due to low crop yields and other
factors, individual farmers may not deliver sufficient volumes of tobacco to repay maturing advances. In those cases, we may extend
repayment of the advances into the following crop year or satisfy the guarantee by acquiring the loan from the bank. In either
situation, we will incur losses whenever we are unable to recover the full amount of the loans and advances. At each reporting period,
we must make estimates and assumptions in determining the valuation allowance for advances to farmers and the liability to accrue
for our obligations under bank loan guarantees. At March 31,2013, the gross balance of advances to suppliers totaled approximately
$199 million, and the related valuation allowance totaled approximately $54 million. The fair value of the loan guarantees for farmers
in Brazil and Malawi was a liability of approximately $4 million at March 31, 2013.

Recoverable Value-Added Tax Credits

In many foreign countries, we pay significant amounts of value-added tax (“VAT”) on purchases of unprocessed and
processed tobacco, crop inputs, packing materials, and various other goods and services. In some countries, VAT is a national tax,
and in other countries it is assessed at the state level. Items subject to VAT vary from jurisdiction to jurisdiction, as do the rates at
which the tax is assessed. When we sell tobacco to customers in the country of origin, we generally collect VAT on those sales. We
are normally permitted to offset our VAT payments against those collections and remit only the incremental VAT collections to the
tax authorities. When tobacco is sold for export, VAT is normally not assessed. In countries where our tobacco sales are predominately
for export markets, we often do not generate enough VAT collections on downstream sales to fully offset our VAT payments. In
those situations, we can accumulate unused VAT credits. Some jurisdictions have procedures that allow companies to apply for
refunds of unused VAT credits from the tax authorities, but the refund process often takes an extended period of time and it is not
uncommon for refund applications to be challenged or rejected in part on technical grounds. Other jurisdictions may permit companies
to sell or transfer unused VAT credits to third parties in private transactions, although approval for such transactions must normally
be obtained from the tax authorities, limits on the amounts that can be transferred are usually imposed, and the proceeds realized
may be heavily discounted from the face value of the credits. Due to these factors, in some countries we can accumulate significant
balances of VAT credits over time. We review these balances on a regular basis, and we record valuation allowances on the credits
to reflect amounts that we do not expect to recover, as well as discounts anticipated on credits we expect to sell or transfer. In
determining the appropriate valuation allowance to record in a given jurisdiction, we must make various estimates and assumptions
about factors affecting the ultimate recovery of the VAT credits. At March 31, 2013, the gross balance of recoverable tax credits
(primarily VAT) totaled approximately $73 million, and the related valuation allowance totaled approximately $26 million.
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Goodwill

We review the carrying value of goodwill for potential impairment on an annual basis and at any time that events or business
conditions indicate that it may be impaired. Although permitted under Accounting Standards Codification Topic 350 (“ASC 3507),
through March 31, 2013, we have not elected to base our initial assessment of potential impairment on qualitative factors. We follow
the guidance in ASC 350 in determining the fair value of goodwill, which normally involves the use of discounted cash flow models
(Level 3 of the fair value hierarchy under GAAP). The calculations in these models are normally not based on observable market
data from independent sources and therefore require significant management judgment with respect to operating earnings growth
rates and the selection of an appropriate discount rate. Neither a one-percentage-point increase in the discount rate assumption nor
a one-percentage-point decline in the cash flow growth rate assumption would result in an impairment charge. However, significant
changes in estimates of future cash flows, such as those caused by unforeseen events or changes in market conditions could result
in an impairment charge. Over 90% of our goodwill balance relates to our reporting unit in Brazil.

Fair Value Measurements

We hold various financial assets and financial liabilities that are required to be measured and reported at fair value in our
financial statements, including money market funds, trading securities associated with deferred compensation plans, interest rate
swaps, forward foreign currency exchange contracts, and guarantees of bank loans to tobacco growers. We follow the relevant
accounting guidance in determining the fair values of these financial assets and liabilities. Quoted market prices (Level 1 of the fair
value hierarchy) are used in most cases to determine the fair values of trading securities. Money market funds are valued based on
net asset value (“NAV™), which is computed based on amortized cost (Level 2 of the fair value hierarchy). Interest rate swaps, and
forward foreign currency exchange contracts are valued based on dealer quotes using discounted cash flow models matched to the
contractual terms of each instrument (Level 2 of the fair value hierarchy). The fair value of the guarantees of bank loans to tobacco
growers, which was approximately $4 million at March 31, 2013, is derived using an internally-developed discounted cash flow
model. The model requires various inputs, including historical loss percentages for comparable loans and a risk-adjusted interest
rate. Because significant management judgment is required in determining and applying these inputs to the valuation model, our
process for determining the fair value of these guarantees is classified as Level 3 of the fair value hierarchy. At March 31,2013, a
1% increase in the expected loss percentage for all guaranteed farmer loans would not have had a material effect on the fair value
of the guarantee obligation. In addition, a 1% change in the risk-adjusted interest rate would not have had a material effect on the
fair value of the guarantee obligation. We incorporate credit risk in determining the fair values of our financial assets and financial
liabilities, but that risk did not materially affect the fair values of any of those assets or liabilities at March 31, 2013.

Income Taxes

Our consolidated effective income tax rate is based on our expected taxable income, tax laws and statutory tax rates, and
tax planning opportunities in the various jurisdictions in which we operate. Significant judgment is required in determining the
effective tax rate and evaluating our tax position. We are subject to the tax laws of many jurisdictions, and could be subject to a tax
audit in each of these jurisdictions, which could result in adjustments to tax expense in future periods. In the event that there is a
significant, unusual, or one-time item recognized in our results, the tax attributed to that discrete item would be recorded at the same
time as the item.

Our accounting for uncertain tax positions requires that we review all significant tax positions taken, or expected to be
taken, in income tax returns for all jurisdictions in which we operate. In this review, we must assume that all tax positions will
ultimately be audited, and either accepted or rejected based on the applicable tax regulations by the tax authorities for those
jurisdictions. We must recognize in our financial statements only the tax benefits associated with tax positions that are “more likely
than not” to be accepted upon audit, at the greatest amount that is considered “more likely than not” to be accepted. These
determinations require significant management judgment, and changes in any given quarterly or annual reporting period could affect
our consolidated income tax rate.

Tax regulations require items to be included in the tax return at different times than the items are reflected in the financial
statements. As a result, our effective tax rate reflected in the financial statements is different than that reported in our tax returns.
Some of these differences are permanent, such as expenses that are not tax deductible, while others are related to timing issues, such
as differences in depreciation methods. Timing differences create deferred tax assets and liabilities. Deferred tax liabilities generally
represent tax expense recognized in our financial statements for which payment has been deferred or income taxes related to expenses
that have not yet been recognized in the financial statements, but have been deducted in our tax return. Deferred tax assets generally
represent items that can be used as a tax deduction or credit in future tax returns for which we have already recorded the tax benefit
in our financial statements. We record valuation allowances for deferred tax assets when the amount of estimated future taxable
income is not likely to support the use of the deduction or credit. Determining the amount of such valuation allowances requires
significant management judgment, including estimates of future taxable income in multiple tax jurisdictions where we operate. Based
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on our periodic earnings forecasts, we project the upcoming year’s taxable income to help us evaluate our ability to realize deferred
tax assets.

The functional currency in most of our significant foreign operations is the U.S. dollar, as export tobacco sales are generally
made in dollars. Purchasing and processing costs are usually incurred in local currency. When the U.S. dollar is weakening relative
to the local currency, purchasing and processing costs increase in dollar terms, resulting in higher cost inventory. The sale of that
inventory in dollars generates less taxable income in local currency, which results in lower income taxes owed when translated into
U.S. dollars. This causes the effective income tax rate on dollar income to be lower than the statutory rate in the local country. The
reverse can occur when the local currency is weakening relative to the U.S. dollar, thereby causing the effective income tax rate on
dollar earnings to be above the statutory rate. This impact on our effective income tax rate in a country can be significant during a
normal crop cycle. A prolonged period of strengthening or weakening over more than one crop may increase the impact if we sell
material quantities of old crop inventories. Lower-taxed foreign source income increases our ability to use foreign tax credits. Higher-
taxed foreign source income has the reverse effect. When these changes occur in our larger operations, such as our operations in
Brazil, they can have a material impact on our overall tax position.

For additional disclosures on income taxes, see Notes 1 and 5 to the consolidated financial statements in Item 8.
Pension and Other Postretirement Benefit Plans

The measurement of our pension and other postretirement obligations and costs at the end of each fiscal year requires that
we make various assumptions that are used by our actuaries in estimating the present value of projected future benefit payments to
all plan participants. Those assumptions take into consideration the likelihood of potential future events such as salary increases
and demographic experience. The assumptions we use may have an effect on the amount and timing of future contributions to our
plans. The plan trustee conducts an independent valuation of the fair value of pension plan assets. The significant assumptions used
in the calculation of our pension and postretirement obligations are:

»  Discountrate — The discount rate is based on investment yields on a hypothetical portfolio of actual long-term corporate
bonds rated AA that align with the cash flows for our benefit obligations.

»  Salary scale — The salary scale assumption is based on our long-term actual experience for salary increases, the near-
term outlook, and expected inflation.

*  Expected long-term return on plan assets — The expected long-term return on plan assets reflects asset allocations and
investment strategy adopted by the Pension Investment Committee of the Board of Directors.

*  Retirement and mortality rates — Retirement rates are based on actual plan experience along with our near-term outlook.
Early retirement assumptions are based on our actual experience. Mortality rates are based on standard group annuity
(RP-2000) mortality tables which have been updated to reflect improvements in life expectancy projected to 2018.

*  Healthcare cost trend rates — For postretirement medical plan obligations and costs, we make assumptions on future
inflationary increases in medical costs. These assumptions are based on our actual experience, along with third-party
forecasts of long-term medical cost trends.

From one fiscal year to the next, the rates we use for each of the above assumptions may change based on market developments
and other factors. In addition, actual returns on plan assets and other data affecting our benefit obligations will differ from the
assumptions used to actuarially measure those obligations. The effects of these changes and differences increase or decrease the
obligation we record for our pension and other postretirement benefit plans, and they also create gains and losses that are accumulated
and amortized over future periods, thus affecting the expense we recognize for these plans over those periods. These effects may
be significant. For example, between fiscal year 2009 and fiscal year 2013, the discount rates used to measure the obligations for
our domestic benefit plans declined by more than 3.50%, reflecting the significant decline in interest rates and bond yields in the
U.S. market. Over this period, our related benefit obligation increased by more than $100 million (approximately 50%) and our
annual expense increased by more than $4 million (more than 40%). The reduction in discount rates accounted for a large portion
of the increase in the benefit obligation and annual expense.
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As of March 31, 2013, the effect of the indicated increase or decrease in the selected pension and other postretirement
benefit valuation assumptions is shown below. The effect assumes no change in benefit levels.

Effect on
2013
Projected Effect on
Benefit 2014 Annual
Obligation Expense
Increase Increase
(in thousands of dollars) (Decrease) (Decrease)
Changes in Assumptions for Pension Benefits
Discount Rate:
L0 INCT@ASE ...ttt ettt ettt et et et e st et e es et ese et et e st es et essese et et esses et eeseseeseesessess s enses e sesseseeseesensesseseaseseeseasensenesenseneeseanan $ (31,400) $ (2,936)
T0 AECTEASE ...ttt et e e e et e e e e e et e e e e et et eeaeeu e e e eseeseee s eee e et eeseeseeeteeeesaeesseesseatesesseenteesesaeeseeseeaneenenueas 38,241 3,488
Salary Scale:
TB IIICT@ASE ...ttt et e et e et e e et e et e e e e et e e et e e et e e e eeae e s e e e et e s e e eee e e s e e eeneesaeeeeaeeseeeeneeseeeeaeesaneeeneeseneeenenane 5,737 1,271
T0 AECTCASE ...ttt ettt at et et es et et e s e e e e et ea e et et e st eseea e et es s et e es e st eseete st ensesesenseesesenseseete s enseee s enseneeaeaean (5,394) (1,192)
Long-Term Rate of Return on Assets:
J20 IIMCT@ASE ...t e e e et e e e e e e e e e e e et e e e e e e e e e e eee e eee e e eseeeeenseeeeensee e e seeeannseeeanseeenseeeeaaaseeenaneeesaaneeesnenneeennneeenans — (1,881)
T0 AECTRASE ...ttt e e e e et e e e e e et e e e e et et eeaeea e e e esaesaee s eee s et eeseeseeeseeeeseeenseeseeasesenseeneeesesaeeneesesaeeenenaeas — 1,880
Changes in Assumptions for Other Postretirement Benefits
Discount Rate:
L0 INICT@ASE .......vveeiteeieiete ettt ettt s e b e te s st ebese st s et as st e s et es s s et essebesasessesessss s et as s s ebesess s et easeseseseasebes e s sesns st ebese st eseteaeesens (4,371) (456)
T ECTRASE ...t et e e et e e e e e e et e et e e e e eae e e e e et e e e e eee e e e e e e ea e e s e eeeeeseae e et e sn e e et e eeaeeeeeseaeeenenne 5,218 (174)
Healthcare Cost Trend Rate:
L0 INICT@ASE .......vveeiteeieiete ettt ettt s e b e te s st ebese st s et as st e s et es s s et essebesasessesessss s et as s s ebesess s et easeseseseasebes e s sesns st ebese st eseteaeesens 1,503 88
10 AECTRASE ...ttt ettt ettt ettt ettt et et e st ese et e st e s e et et estes et e et ese et easesses et entes e s e st esseseesensesseseaseseebe s ensene s enteneeseann (1,351) (79)

See Note 11 to the consolidated financial statements in Item 8 for additional information on pension and postretirement
benefit plans.

Other Estimates and Assumptions
Other management estimates and assumptions are routinely required in preparing our financial statements, including the
determination of valuation allowances on accounts receivable and the fair value of long-lived assets. Changes in market and economic

conditions, local tax laws, and other related factors are considered each reporting period, and adjustments to the accounts are made
based on management’s best judgment.
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OTHER INFORMATION REGARDING TRENDS
AND MANAGEMENT’S ACTIONS

Our financial performance depends on our ability to obtain an appropriate price for our products and services, to secure the
tobacco volumes and quality desired by our customers, and to maintain efficient, competitive operations. We continually monitor
issues and opportunities that may impact the supply of and demand for leaf tobacco, the volumes of leaf tobacco that we handle, and
the services we provide.

Supply

Crop sizes in fiscal year 2013 came down in most of our key sourcing areas for flue-cured and burley tobacco, including
Brazil, Tanzania, and Malawi, following oversupply conditions in the previous year. Due to these lower crop sizes, shipments were
completed earlier in fiscal year 2013, and we experienced strong sales of uncommitted tobacco inventories. We enter fiscal year
2014 with very low uncommitted inventories available for sale and fewer shipments of prior year crop carrying into our first fiscal
quarter. Crop sizes for flue-cured, burley and oriental tobaccos are expected to increase in fiscal year 2014. However, the supply
of certain types of tobacco, including quality flavor flue-cured and burley leaf, may not meet demand.

Production

Worldwide flue-cured tobacco production in fiscal year 2013 increased by about 210 million kilos to 4.7 billion kilos. The
total includes China, an extremely large market that is predominately domestic. Because very little of that tobacco is available outside
of that country to trade, we generally exclude Chinese crops when we consider worldwide production. On that basis, worldwide
flue-cured tobacco production in fiscal year 2013 decreased by about 8%, to 2.0 billion kilos. Burley crops decreased sharply by
about 28% in fiscal year 2013. This lower current crop tobacco production drove increased sales of uncommitted tobacco inventories.
We estimate that at March 31,2013, industry uncommitted flue-cured and burley inventories totaled about 29 million kilos, a decrease
of about 66% from March 31, 2012 levels. These levels are very low, and the supply of tobacco for sale in fiscal year 2014 may not
fully meet demand for certain styles and qualities.

We believe flue-cured production (excluding China) will increase by about 6%, to about 2.1 billion kilos, in fiscal year
2014. Burley production is forecast to increase by about 29%, with a large part of this increase coming from the recovery of tobacco
production in Malawi. We also believe that oriental tobacco has moved from an undersupply to a balanced position primarily due
to crop sizes increasing faster than anticipated to meet forecast demand. We forecast that dark air-cured production will increase
slightly by about 1% in fiscal year 2014 to about 120 million kilos.

Looking forward, we believe that global tobacco production will continue to increase to meet continued slow but steady
growth in total demand. South America, Asia, Africa, and North America will remain key sourcing regions for flue-cured and burley
tobaccos. We believe that declines in European production following changes in the subsidy system, which reduced flue-cured and
burley production there by over 100 million kilos, have leveled out. Over the last decade, Africa has experienced a growth in flue-
cured and burley tobacco production of over 200 million kilos. We expect Africa to continue to be an important tobacco source and
to lead tobacco production growth outside of China.

Pricing

Factors that affect green tobacco prices include global supply and demand, market conditions, production costs, foreign
exchange rates, and competition from other crops. We work with farmers to maintain tobacco production and to secure product at
price levels that are attractive to both the farmers and our customers. Our objective is to secure compliant tobacco that is produced
in a cost-effective manner under a sustainable business model with the desired quality for our customers. In some areas, tobacco
competes with agricultural commodity products for farmer production. If prices for soybeans, wheat, rice, and seed oils rise, green
tobacco prices may have to rise to maintain tobacco production levels. This could be a factor in efforts of the WHO to shift farmer
production away from leaf tobacco to other crops. After reductions through early 2009, commodity prices and crop production costs
such as energy and labor increased and remain at higher levels. Any current increase in these costs would affect crops sold in fiscal
year 2015. In the past, market shortages have also led to green tobacco price increases.
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Demand

We expect that ongoing global demand for leaf tobacco will continue to grow at a slow rate primarily due to increased
consumption in emerging markets (Asia, the Middle East, and Africa), influenced by demographic trends such as population growth
and increasing disposable income. We believe these increases will continue to offset declining cigarette consumption in developed
markets. However, demand is affected by many factors, including regulation and product taxation. Illicit trade is another factor
which influences demand for leaf tobacco. Industry estimates of the illegal, unregulated black market for cigarettes are approximately
11% of global consumption, and we are supportive of industry efforts to eradicate illicit trade. On a year-to-year basis, we are also
susceptible to fluctuations in leaf supply due to crop sizes and leaf demand as manufacturers adjust inventories or respond to changes
in cigarette markets. We anticipate that leaf tobacco available for sale in fiscal year 2014 both from current crop production and
uncommitted tobacco inventories may not meet demand for certain styles of tobacco, including quality flavor flue-cured and burley
leaf.

Over the past ten years, industry data shows that total world consumption of cigarettes grew at the compound annual rate
of 0.7%, including annual growth of about 3.8% in China, which experienced higher increases during the second half of the period.
Outside China, consumption fell by 1.1% during the ten-year period. Our sales consist primarily of flue-cured and burley tobaccos.
Those types of tobacco, along with oriental tobaccos, are the major ingredients in cigarettes. We expect that demand for these types
of tobacco will increase as global consumption of cigarettes increases. In addition, to the extent that domestic leaf production in
China does not meet increasing quality expectations for Chinese cigarette brands, those styles of tobacco could be sourced from
other origins where we have major market positions. In recent years, China has been buying greater amounts of tobacco outside its
borders. We believe this trend will continue with expected growth in Chinese demand. We also sell dark tobacco which is used in
cigars and other smokeless products. We expect demand for this category of tobacco to remain stable.

Regulation

Decreased social acceptance of smoking and increased pressure from anti-smoking groups have had an ongoing adverse
effect on the percentage of the population using tobacco products, particularly in the United States and Western Europe. Also, a
number of foreign governments have taken or proposed steps to restrict or prohibit cigarette advertising and promotion, to increase
taxes on cigarettes, to prohibit smoking in public areas, and to discourage cigarette consumption. A number of such measures are
included in the Framework Convention on Tobacco Control (“FCTC”), which was negotiated under the auspices of the WHO and
offers guidelines for discouraging or controlling tobacco use. Countries that are parties to the FCTC may choose the level of
implementation of the guidelines that is most suitable with their approach to tobacco control. In some cases, such restrictions are
more onerous than those proposed or in effect in the United States. We cannot predict the extent to which government efforts to
reduce tobacco consumption might affect the business of our primary customers. However, a significant decrease in worldwide
tobacco consumption and shifts to modified risk tobacco products brought about by existing or future governmental laws and
regulations could reduce demand for our products and services and could have a material adverse effect on our results of operations.

In addition, certain recommendations by the WHO, through the FCTC, may cause shifts in customer usage of certain types
and styles of tobacco. As seen in countries like Canada and Brazil and recently discussed in the European Union, efforts have been
taken to eliminate from the manufacturing process additives that enhance flavor and aroma of tobacco products. Such decisions
could cause a change in requirements for certain tobaccos in particular countries. Shifts in customer demand from one type of tobacco
to another could create sourcing issues as requirements move from one origin to another. Furthermore, instruction at the farm level
may be required to produce the changing styles of tobacco needed by tobacco product manufacturers. Given our established and
well-developed programs at the farm level worldwide, we are particularly well positioned to meet manufacturer requirements.

In 2009, the U.S. Congress passed the Family Smoking Prevention and Tobacco Control Act (“the Act”). This legislation
authorizes the FDA to regulate the manufacturing and marketing of tobacco products. To date, the FDA has banned flavored cigarettes,
restricted youth access to tobacco products, banned advertising claims regarding certain tobacco products, established new smokeless
tobacco warnings, and issued new cigarette health warnings. In addition, the FDA established the Center for Tobacco Products
(“CTP”). To date, the CTP has focused on establishing the scientific foundation and regulatory framework for regulating tobacco
products in the United States. Recently, the CTP indicated that “deeming” regulations are forthcoming which will encompass
additional manufactured tobacco products. This could mean FDA regulation of tobacco products such as cigars and alternative
tobacco products is forthcoming. Regulations impacting our customer base that change the requirements for leaf tobacco will
inherently impact our business. As discussed, we have established programs that begin at the farm level to assist our customers with
raw material information to support leaf traceability and customer testing requirements. Additionally, given our global presence, we
also have the ability to source different types and styles of tobacco for our customers should their needs change due to regulation of
ingredients.
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Product Taxation

A number of governments, particularly federal and local governments in the United States and the European Union, impose
excise or similar taxes on tobacco products. There has been, and will likely continue to be, new legislation proposing new or increased
taxes on tobacco products. In some cases, proposed legislation seeks to significantly increase existing taxes on tobacco products,
or impose new taxes on products that to date have not been subject to tax.

Industry Evolution

In the last ten years, consolidation has increased the size of many of the multinational manufacturers of tobacco products
and has increased the quantities of leaf tobacco that each one requires. This has also created an environment where security of supply
is of increasing importance. A key success factor for leaf suppliers is the ability to provide customers with the quality of leaf and
the level of service they desire on a global basis at competitive prices, consistent with stability of supply.

Customer efforts to procure leaf directly from farmers changed parts of our business. Several years ago, Japan Tobacco
and Philip Morris International took steps to procure more of their leaf needs directly from farmers. We believe that the manufacturers
took these actions for several reasons, including the desire to enhance internal expertise in leaf procurement, actively manage the
leaf supply chain in an increasingly regulated environment, ensure supply, and work more directly with tobacco growers. Direct
leaf procurement by manufacturers is not new and has always been a factor in our business. Recently, we have seen no increases in
direct leaf procurement by manufacturers, and none are expected.

As the leading global leaf tobacco merchant and processor, we add significant value to the system, providing expertise in
dealing with large numbers of farmers, providing a clearinghouse for various qualities of leaf produced in each crop, and delivering
products that meet stringent customer quality specifications. We also help stabilize the tobacco markets and influence crop
development at the farm level. Our key objective is to continually adapt our business model to meet our customers' evolving needs
while continuing to provide stability of supply and the quality that distinguishes our products and services. In addition, we monitor
new product developments in the industry to identify areas where we can provide additional value to our customers.

Compliant Leaf

The production of compliant leaf for the tobacco industry continues to grow in importance. The definition of compliant
leaf generally requires that the leaf supplier ensure that the tobacco was grown utilizing good agricultural practices (“GAP”), absent
any non-tobacco material or excessive crop protection agent residues, in a sustainable manner related not only to the environment,
but to social concerns and grower profitability. We have invested significant resources in the programs and infrastructure needed to
work with growers to produce compliant leaf. These programs include training in GAP, advising growers on concerns such as the
need to eliminate child labor and the importance of sustainable wood usage, as well as working with growers on improving farm
yields to increase efficiencies and ensure the grower's profitability in the globally competitive environment. We believe that compliant
leaf will continue to be important to our customers and should favor suppliers able to deliver this product.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk
Interest Rates

After inventory is purchased, interest rate risk is limited in our business because customers usually pre-finance purchases
or pay market rates of interest for inventory purchased for their accounts. We bill our customers interest on tobacco purchased for
their order at certain points in the inventory cycle. That interest is paid at rates based on current markets for variable rate debt. If
we fund our committed tobacco inventory with fixed-rate debt, we might not be able to recover interest at that fixed rate if current
market interest rates were to fall. As of March 31, 2013, tobacco inventory of $623 million included $506 million in inventory that
was committed for sale to customers and $117 million that was not committed. Committed inventory, after deducting about $17
million in customer deposits, represents our potential net exposure of about $490 million. We normally maintain a portion of our
debt at variable interest rates in order to mitigate such interest rate risk related to carrying fixed-rate debt. At March 31, 2013, we
had large cash balances that we plan to use to fund seasonal purchases of tobacco, and thus, debt carried at variable interest rates, at
$128 million, was at a cyclical low point. Although a hypothetical 1% change in short-term interest rates would result in a change
in annual interest expense of approximately $1 million, that amount would be at least partially mitigated by changes in charges to
customers. Our policy is to work toward a level of floating-rate liabilities, including customer deposits, that reflects our average
committed inventory levels over time.

In addition, changes in interest rates affect the calculation of our pension plan liabilities. As rates decrease, the liability for
the present value of amounts expected to be paid under the plans increases. Rate changes also affect expense. As of the March 31,
2013 measurement date, a 1% decrease in the discount rate would have increased the projected benefit obligation (“PBO”) for
pensions by $31 million and increased annual pension expense by $3 million. Conversely, a 1% increase in the discount rate would
have reduced the PBO by $38 million and reduced annual pension expense by $3 million.

Currency

The international leaf tobacco trade generally is conducted in U.S. dollars, thereby limiting foreign exchange risk to that
which is related to leaf purchase and production costs, overhead, and income taxes in the source country. We also provide farmer
advances that are directly related to leaf purchases and are denominated in the local currency. Any currency gains or losses on those
advances are usually offset by decreases or increases in the cost of tobacco, which is priced in the local currency. However, the
effect of the offset may not occur until a subsequent quarter or fiscal year. Most of our tobacco operations are accounted for using
the U.S. dollar as the functional currency. Because there are no forward foreign exchange markets in many of our major countries
of tobacco origin, we often manage our foreign exchange risk by matching funding for inventory purchases with the currency of
sale, which is usually the U.S. dollar, and by minimizing our net local currency monetary position in individual countries. We are
vulnerable to currency remeasurement gains and losses to the extent that monetary assets and liabilities denominated in local currency
do not offset each other. We recognized $10.6 million in net remeasurement gains in fiscal year 2013, compared to $2.3 million in
net remeasurement losses in fiscal year 2012, and $4.4 million in net remeasurement gains in fiscal year 2011. We recognized $1.0
million in net foreign currency transaction losses in fiscal year 2013, compared to net transaction gains of $4.2 million in fiscal year
2012, and net transaction gains of $1.7 million in fiscal year 2011. In addition to foreign exchange gains and losses, we are exposed
to changes in the cost of tobacco due to changes in the value of the local currency in relation to the U.S. dollar. We have entered
forward currency exchange contracts to hedge against the effects of currency movements on purchases of tobacco to reduce the
volatility of costs. In addition, we periodically enter into forward contracts to hedge balance sheet exposures. See Note 9 to the
consolidated financial statements in Item 8 for additional information about our hedging activities.

In certain tobacco markets that are primarily domestic, we use the local currency as the functional currency. Examples of
these markets are Hungary, Poland, and the Philippines. In other markets, such as Western Europe, where export sales are primarily
in local currencies, we also use the local currency as the functional currency. In each case, reported earnings are affected by the
translation of the local currency into the U.S. dollar.

34



Derivatives Policies

Hedging interest rate exposure using swaps and hedging foreign exchange exposure using forward contracts are specifically
contemplated to manage risk in keeping with management's policies. We may use derivative instruments, such as swaps, forwards,
or futures, which are based directly or indirectly upon interest rates and currencies to manage and reduce the risks inherent in interest
rate and currency fluctuations. When we use foreign currency derivatives to mitigate our exposure to exchange rate fluctuations,
we may choose not to designate them as hedges for accounting purposes, which may result in the effects of the derivatives being
recognized in our earnings in periods different from the items that created the exposure.

We do not utilize derivatives for speculative purposes, and we do not enter into market risk-sensitive instruments for trading

purposes. Derivatives are transaction specific so that a specific debt instrument, forecast purchase, contract, or invoice determines
the amount, maturity, and other specifics of the hedge. We routinely review counterparty risk as part of our derivative program.
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Item 8. Financial Statements and Supplementary Data

UNIVERSAL CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

Fiscal Year Ended March 31,

(in thousands of dollars, except per share data) 2013 2012 2011

Sales and Other OPErating TEVEINUES .............c.ccvevivvereerieieeereeteteeetees et ete et ereeseesesseseesesseseesessenseseesenseneas $ 2,461,699 $ 2,446,877 $ 2,571,527

Costs and expenses

COSt OF ZOOAS SOLA .......vieieiceiteieeeee ettt ettt ettt ese et et et ereese s ensessesenseneene 1,999,282 1,974,885 2,063,194
Selling, general and admiNIStrative EXPENSES..............coveveveueeverereeerereeeseseseeeeseeseseseseseseseesesesesesenens 235,295 251,639 259,042
OBRET TICOIMIC ...ttt ettt ettt et — (20,703) (19,368)
Restructuring and iMPairMeENt COSES .............ooveirrirreeeriereireeereereeereeeseeeeseesessessesseseseeseesesseseeseesenseneas 4,113 11,661 21,504
Charge for (reversal of) European Commission fines in Italy & Spain...........cccccoovvivieirinieieinieieinne — 49,091 (7,445)
OPETALING INCOIMIC ......cueveviiiieieiiieteietet et tetest et te st besesessesese s sesesessesesessesesessesesasessesesassesesessssesasnnsesans 223,009 180,304 254,600
Equity in pretax earnings of unconsolidated affiliates ................cccooveveieieecieeeceeeeeee e 5,635 3,195 8,634
TIEEIESE INCOIMIE .......eveeeeeeeee ettt ettt et et e et e et et e sa e e st e s e saesateseeasentesaesreenseesesasesesseennenes 654 1,314 2,723
INEETESt EXPEIISE .....cvevitiieiieiieteieceee sttt ettt ettt ete st s et et et ese et e b eseesessesseseeseseneeseesensensesessensesene 22,013 22,835 23,058
Income before income taxes and OthEr TEEIMS ...............covveveiiiieieieeee ettt et ee et eeese e 207,285 161,978 242,899
INCOMIE TAXES ...ttt ettt ettt sttt sttt ettt et s bbb enen 66,366 61,159 78,349
INELINCOMIE ...ttt ettt ettt et et e st eas et st ese et e ete s ese et et enseas et enteseeeessenseneesensaneas 140,919 100,819 164,550
Less: net income attributable to noncontrolling interests in Subsidiaries...............coceceerrvereeeerreereenenens (8,169) (8,762) (7,985)
Net income attributable to Universal COrporation ...............cocveeereeveieieeeeereeteeeeeeereeieeesseseeeseeseeseneenas 132,750 92,057 156,565
Dividends on Universal Corporation convertible perpetual preferred stock...........c.coevvevrieeirinieennnn. (14,850) (14,850) (14,850)
Earnings available to Universal Corporation common shareholders ................ccccoevveuevrveveuevereceennens $ 117,900 §$ 77207 $ 141,715
Earnings per share attributable to Universal Corporation common shareholders:
BSIC ...ttt bttt bbb h bttt b et h bt h bbbt b s bt enetetan $ 505 $ 332§ 5.94
DHIULEA ...k b bbb bbb bbb benen $ 466 $ 325 §$ 5.42
Weighted average common shares outstanding:
BASIC ...t 23,355 23,228 23,859
DAIULEA ...ttt 28,478 28,339 28,888

See accompanying notes.
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UNIVERSAL CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Fiscal Year Ended March 31,

(in thousands of dollars) 2013 2012 2011
INELINCOIMIE ...ttt ettt ettt ettt es et b s e beeeacs $ 140,919 § 100,819 § 164,550
Other comprehensive income (loss):
Foreign currency translation adjustments, net of inNCOME taXeS..........cccceeveveuiveereueierereeeeeeeeeeeeveaenas (3,370) (8,158) 7,297
Foreign currency hedge adjustments, net 0f iNCOME taXES ............c.coeveveeiieiveerierieeeeeeeeeeee e eveeerens 87 (3,424) 2,961
Interest rate hedge adjustments, net 0f NCOME TAXES..........ccerverereiriereiirieeieieiereet et seeseesenees (364) (727) —
Pension and other postretirement benefit plan adjustments, net of income taxes .............c.ccoeveune... 8,803 (23,195) (2,258)
Total other comprehensive income (10ss), net 0f INCOME tAXES.............ccveeerevvererierereeeeereeeneans 5,156 (35,504) 8,000
Total cOMPrehenSiVe INCOME ..........c.ecveeeeieriieeieieeeeeeteet ettt ere et ae e eseneeseane 146,075 65,315 172,550
Less: comprehensive income attributable to noncontrolling interests..............ccoeeveveeeeeeeeevererrevenenne. (8,504) (8,843) (8,094)
Comprehensive income attributable to Universal CoOrporation .................c.ccceeeevevereeeeeeeeereeeenenennns $ 137,571  $ 56,472 $ 164,456

See accompanying notes.
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UNIVERSAL CORPORATION
CONSOLIDATED BALANCE SHEETS

March 31,
(in thousands of dollars) 2013 2012
ASSETS
Current assets
Cash and cash @QUIVALEIIES ..............ocooiiiiiiiiecciee ettt ettt e ettt as et et ese s esete s et esese et esessesesessaseseseansenees $ 367,864 $ 261,699
ACCOUNLS TECEIVADIE, TIEL........c.eiviieiieiieeeceieee ettt ettt ettt et esae e et et e s e set et et e estesesseensasesesesseeteentensesseensesesasenean 401,747 390,790
AdVANCES 10 SUPPLICIS, NEL........oiviivivieiieieeieeeeeteete ettt et et e e te et et e st et e s et esees et essese st esseseesessessessesessessssesseneesessenseseesensesene 132,100 135,317
Accounts receivable—unconsolidated affIlHAES ...............oveovieeieeeeee ettt ettt ee e et e et st e e eete et eene s eeteeeesaeenan 555 7,370
Inventories—at lower of cost or market:
TODACCO. ...ttt ettt ettt et s e st et b s e st s e st e s et e Rt s s e s a e s e s n et e s e R et s e s e n et et e st sebesentesesenesenene 623,377 682,095
OBRET ...ttt h ARttt 57,745 53,197
Prepaid INCOME tAXES..........ceiviveeieeieteeeet ettt et ettt et et eese et easete et et ese et et essess et eesessese et essessesessensessesensessasensensesesensessesenseneane 6,245 20,819
DETEITed INCOME tAXES.......cueuieieteiesieteieiiietetesteteteee st tesestssete st seseseseesesesessesesesaeseseseesesasensesesessesesasessesesesensesesssesesensesesensnsasans 32,127 51,025
OENET CUITENE @SSES ......eeeeeeeeeeee et eeeete et eee e e e et eeee e e e ee et e et eesesaeeseeeseeaeseeeeseesseeeesseeueeaseesesaseseeseeesensesseeesessesaseeseeseeasensenaeenens 124,213 88,317
TOUAL CUITEIE ASSEES .......oeuvivieeieee ettt ettt e ee et et et e et e see et e esteesesaseateseeetesesaeessesesasenseseensensesseessensesesensenseensensesaeeseans 1,745,973 1,690,629
Property, plant and equipment
LLANG ...ttt ettt 17,125 17,087
BUILAINGS ..ot s s s s s s s s s e s s s s s s st st n et n e 234,694 228,982
Machinery and €QUIPIMENL .............c.cuouiiiiereeiietetceceee ettt ettt ettt ettt e e e et seas et esese s et ete s esesessesesesssseseseesesesessnsesesenneseneas 545,478 537,031
797,297 783,100
Less accumulated dePrECIAtiON. ... ........c.ciiuivieieeieriieeeeteet ettt ettt et e ere et e s ete et s esees et esseseese s eseesessesseseesessensensesensenens (509,829) (479,908)
287,468 303,192
Other assets
Goodwill and Other INTANGIDIES ..............coivivierieriieeiceet ettt ettt ettt ettt eseese s eaeese st et esees et enseseesenseseesessensenin 99,048 99,266
Investments in UNCONSOIIAALEA AFTIIHATES ............ccvevuiieeereee ettt ettt et e et e et et et eete et eeaesaeeeeeeaesaeeeseeseeaneesenaeeeens 94,405 93,312
DETEITEA INCOME TAXES .......oeeieeieeieeieeeeeee ettt ettt et et e et e et et et e e at et e aeeaeeate s e seteaseeseestensesseensansesesessesseestensesseensesesasenean 23,783 23,634
OFhET TIONCUITENIE ASSELS ......eveveuieieteiiietetiatstetesetesesestesesesesesesessesesessesesasessesesessesesessesesessssesesessasesesssesasensesesesssesensssesansnsesasn 55,478 56,886
272,714 273,098
TOMAL ASSELS......eiiieiiiiieiee ettt e s e e $ 2,306,155 $ 2,266,919
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UNIVERSAL CORPORATION
CONSOLIDATED BALANCE SHEETS—(Continued)

March 31,
(in thousands of dollars) 2013 2012
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Notes payable and OVEIAIALS............ccocvouiuiiiieicieiececee ettt ettt ettt et ae e s et e s s et ete s et esess et et eas s etessaseseseananas $ 105318 $ 128,016
Accounts payable and aCCIUSA EXPEINSES ............ccvevruiireieriereteeetiereseeeeteteteeteeteseseesessetseteeseseeseetessessesessessesessenseseesesessess 225,648 187,790
Accounts payable—unconsolidated affiliates..............c.ccvcieiviiiirieieeeeece ettt ettt enn 4,739 295
Customer advances and AEPOSILS ............c.cucieviueuieieieteiet ettt teae ettt et s et eas e e tesese et etesseseseseesesesesseseseasesesensesasesenn 24914 16,832
ACCTUCA COMPEISALION...........ovivieeiieieieeieteeteee ettt eteeteeteseeteete s ese et et essetsetessese et e senseseesessessesesseseeseesensessesensesseseesenseseesensensarn 36,694 30,659
INCOME tAXES PAYADIC ... ...oeuiiiieieiiieieieitete ettt ettt bese s e s e s e e b e ses et et ese s s et essesesene s esese s senens et esenin 14,034 12,866
Current portion of 1ong-term OBIIZAIONS ..............cocveuiieierceieeeieeieeeeteee ettt ettt ettt st ese et eseas et ensesesesenas 211,250 16,250
TOtAl CUITENE HADIIITIES ...ttt ettt ettt et e eae st et e e s eaeete et e esteaesaeenseeseessensensesseensesaesaean 622,597 392,708
LONG-tEIM ODLIZAIONS. .. ....cvcvieieeieieieeiecee ettt ettt ettt ettt ettt et e e et esese s et ese s et esesses et eas s esessesesesesssesessesesessasesesennanas 181,250 392,500
Pensions and other poStretireMeENt DENETILS...............c..coeviiviiiricieeeeeee ettt ettt ettt eese et ese s ese et enees e renseneens 135,629 140,529
Other 1oNG-1eIT LHADIIILIES .........eveiieieieieieieiieei ettt ettt ettt st esese e s et es et esesessesesessesesesessesesesesesenssesasennes 36,838 90,609
DIETEITEA INCOME TAXES ...ttt e et e oot et et e et e et eeee e e et e s eee e et eeseeseeesesseseeeeseeseenteeseeseentensesaeeneensesasesensenaeens 42,184 44,583
TOtAl HADIIILIES ...ttt ettt ettt s eseaene 1,018,498 1,060,929
Shareholders’ equity
Universal Corporation:
Preferred stock:
Series A Junior Participating Preferred Stock, no par value, 500,000 shares authorized,
NONE ISSUEA OF OULSTANAING ......cooviviiitieiicietitet ettt ettt ettt s ettt e et et se s et et eas s eseseasesetess s eseasssesesssssesens — —
Series B 6.75% Convertible Perpetual Preferred Stock, no par value, 220,000 shares authorized,
219,999 shares issued and outstanding (219,999 at March 31, 2012)..........ccccevveiiieieieieeeeeeeeeee et 213,023 213,023
Common stock, no par value, 100,000,000 shares authorized, 23,343,973 shares issued
and outstanding (23,257,175 at March 31, 2012) ........c.ciiiiiiiiieieiiiceeeeet ettt ettt enens 202,579 196,135
REtAINEA CAIMINES........eoveuieieieteeiieieieie ettt ettt ettt et st ebese st b et e st s ebese s e sesestesesasaeses et e s esesessesesesessesesessesesesesesesessesesenssens 918,509 854,654
Accumulated other COMPIENENSIVE LOSS............cvoviuieieieiieieieecceeeteee ettt e e e e et se et s eaeeseseseasesesennnenees (75,540) (80,361)
Total Universal Corporation Shareholders' @qUILY.............ocevveveririiieriieieeiiereeeee ettt eseaeeas 1,258,571 1,183,451
Noncontrolling interests in SUDSIAIATIES...............cevviiirieeerietietee ettt et et et ese et eeseseese et et eseeteesesseseesessessesessenseseeseseneeses 29,086 22,539
Total SharehOLAETS' EQUILY .........c.oieietieieeictceeeetct ettt ettt ettt e et seesesete s s e s ese s eseseaseseseasesesensasesesenn 1,287,657 1,205,990
Total liabilities and Shareholders' @QUILY.............c.ccvciierierieiiereiee ettt ettt et sereer et eaeeaees et reesesseneens $ 2,306,155 $ 2,266,919

See accompanying notes.
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UNIVERSAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Fiscal Year Ended March 31,

(in thousands of dollars) 2013 2012 2011
Cash Flows From Operating Activities:
INEE IIICOIMIE ...ttt ettt ettt ettt ettt ettt ettt ettt ettt ettt $ 140,919 $ 100,819 $ 164,550
Adjustments to reconcile net income to net cash provided by operating activities:
DIEPTECTIALION ...ttt ettt ettt s sttt s b b et ea et e e st eaese e st eseeb e s e e eseetenseneesesneneenene 43,408 42,158 43,654
AINOTTIZATION ......cvviiieeetee et ettt et ete et e et e e teeeteeeeaeeeteeeteeeseeeaeeeseeeseeeseeeseeeseeesesesseenneeeseeereens 1,708 1,708 1,618
Provision for losses on advances and guaranteed 10ans to SUPPIETS ........cceoveeeverierieenenieirereeene 1,623 11,930 18,666
INVENLOTY WITEE-QOWILS ..euvuiiiiienieiiitenieiiet ettt sttt ettt et se et s b e s et s e te e st ssesneneenene 1,523 8,324 8,539
Stock-based COMPENSALION EXPEIISE ......uevireuieiirtiierieterteieeteteieseeeesset st ss et s etese st sseseeseesessenseneenes 6,171 5,987 5,893
Foreign currency remeasurement 10SS (ZaiN), MOt .......co.evveueeririerieirienieire sttt seeeenene (10,579) 2,253 (4,424)
DEfeITed INCOME tAXES .....vveivieeeieeeeeetie ettt et et eet e et e eete e et e eeteeeteeeeaeeeteeeaeeeseeeseeeseeeseeeseeeseeereeannes 11,794 6,770 (1,044)
Equity in net income (loss) of unconsolidated affiliates, net of dividends ..........ccccceeevereririnennens (4,966) 14,658 (3,731)
Gain on fire 10SS INSUrANCe SEIEMENL.........coveuiriirieieirieieiietere et — (9,592) —
Gain on sale of Property in Brazil ..........ccooiiiiiiiieeee e — (11,111) —
Gain on assignment of farmer contracts and sale of related assets .. — — (19,368)
Restructuring and IMPAITMENT COSES .......euiruirieiriirieieirterteietestere et et teeseeseeeeseebeseeeeseesessenessesseeesenne 4,113 11,661 21,504
Charge for (reversal of) European Commission fines in Italy and Spain..........c.cccceeeeneneinineneens — 49,091 (7,445)
OBRET, TEL ..ttt ettt ettt (1,174) 1,719 2,381
Changes in operating assets and liabilities, net:
Accounts and NOLES TECEIVADIE .......cc.eiririirieietirieieieet ettt (5,433) (25,480) (79,648)
INVentories and OTNET @SSELS.........ccueieiiiieieciee ettt ettt e e e e et eteeeteeereeereeeaeeereeeneean 6,578 31,907 75,146
TNICOIMIE TAXES ...ttt ettt b ettt ettt st et b bt et e st et es e ss et e st eb e s b e e e st et et eneesesneneenene 18,111 (1,535) (3,631)
Accounts payable and other accrued Habilities .........ccevveirireiieirereeeee e 11,167 (53,487) (67,206)
Customer advances and dEPOSILS ......c..e.veuirierieiriiieireeteeet ettt sttt sb et seeeenene 9,503 12,006 (101,236)
Net cash provided by Operating aCtiVIties .........c.cevveieerierieiririeieesert ettt 234,466 199,786 54,218
Cash Flows From Investing Activities:
Purchase of property, plant and €qUIPIMENL .........cc.eouiiririeieirieeeeeeee e (30,783) (38,174) (39,129)
Proceeds from assignment of farmer contracts and sale of related assets..........coverveererecirereneens — — 34,946
Proceeds from sale of property, plant and equipment. 3,534 18,366 5,575
Proceeds from fire 10Ss iNSUrance SETIEMENTt .............cccueeiviieiiiieieceeeeie et — 9,933 —
(11173 R0 1< TR RUOUURT SRR 1,004 — 260
Net cash (used) provided by INVEStING ACHIVITIES .....c.erveeeueriireeieiietereeeiee et (26,245) (9,875) 1,652
Cash Flows From Financing Activities:
Repayment of Short-term debt, NEt.........cooirieiiiriiiiiieee et (18,374) (17,388) (39,350)
Issuance of 1ong-term ODIIZALIONS .......c.veuiruerieiriiieiecree ettt sttt ettt seeeenene — 100,000 —
Repayment of 1ong-term ODIIGALIONS ........ccuerieiriirieieiriertei ettt ettt eenene (16,250) (96,250) (15,000)
Dividends paid to NONCONIrOIliNG INTETESTS......c.eeverveuieiireirieiieterierieie ettt sttt eeb et eenene (1,957) (103) (100)
ISSUANCE Of COMMON STOCK ......cvviiiiieiiiiiieceee ettt ettt et ete e e ere e et e e e eaeeereeennes 3,949 134 —
Repurchase of COMMON SEOCK. .....c.couiriiuiriirierieieieiee ettt ebe e (8,481) (4,004) (46,929)
Dividends paid on convertible perpetual preferred StOCK..........coveiririeriririnieieereeeeeeeeseeeene (14,850) (14,850) (14,850)
Dividends paid 0n COMMON SEOCK .......cuveuiiiiriiiriiieieiree et (45,996) (44,711) (45,321)
Proceeds from termination of interest rate SWap agreCments...........ceeveeveuereereereeeriereerenesieeseseeneeenne — 13,388 —
Debt issuance costs and other....... — (3,539) —
Net cash used by fINaNCING ACHIVITIES ........c.ceiuiiiiiiiiiiicc e (101,959) (67,323) (161,550)
Effect of exchange rate changes on Cash..........ocooveeiiirieieirieicieeee s 97) (1,896) 734
Net increase (decrease) in cash and cash eqUIVAlENtS .............c.cccoieveviuieiiiciiieieeceeeeee e 106,165 120,692 (104,946)
Cash and cash equivalents at beginning of YEar...........ccccvrieirrieiirinieeie e 261,699 141,007 245,953
Cash and Cash Equivalents at End of Year.................cccocoooiiiiiiiiie e $ 367,864 $ 261,699 $ 141,007
Supplemental information—cash paid for:
TIEETESE .ttt ettt $ 22,027 $ 20,462 § 23,622
Income taxes, net Of FefUNdS.........c..cceiiiiiiiiiiicc e $ 35913 § 51,625 $ 79,724

See accompanying notes.
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Universal Corporation Shareholders

Series B
6.75% Accumulated
Convertible Other
Perpetual Comprehensive Non- Total
Preferred Common Retained Income controlling  Shareholders'
(in thousands of dollars) Stock Stock Earnings (Loss) Interests Equity
Fiscal Year Ended March 31, 2013
Balance at beginning of year.............cccooeviiiiininininiin e $ 213,023 $ 196,135 $ 854,654 § (80,361) $ 22,539 § 1,205,990
Changes in preferred and common stock
Issuance of cOmMMmON StOCK ...........ceocveoveeeeeeeeeeeeeeeeeeeeeeerene — 3,949 — — 3,949
Repurchase of common StOCK............coveveirieeeernirerennineennnns — (1,432) — — (1,432)
Accrual of stock-based compensation..............c.cccceeeverierennnen. — 6,171 — — — 6,171
Withholding of shares from stock-based compensation for
SrANEe INCOME TAXES .........oveveveeeeeeeeeeseeseeseesseeeeeseessesanses (2,819) — — — (2,819)
Dividend equivalents on RSUSs...........cccocoveieiieicicicrieeenee — 575 — — 575
Changes in retained earnings
NEEINCOME .......oviiveeieeeerceeeeeeee ettt — — 132,750 — 8,169 140,919
Cash dividends declared
Series B 6.75% convertible perpetual preferred stock
($67.50 per Share) ..........ccoeeivvieirinerece e — — (14,850) — (14,850)
Common stock ($1.98 per share) ...........cccccocovevererevernennnnes — — (46,272) — (46,272)
Repurchase of commoOn StOCK...............cooeeveeveeereereeereeerenienies — — (7,198) — — (7,198)
Dividend equivalents on RSUS...........cccooeveieieeieieiceeeaee — — (575) — (575)
Other comprehensive income (loss)
Foreign currency translation adjustments, net of income
TAXES.c.uettinereet ettt ettt ettt ettt — — — (3,705) 335 (3,370)
Foreign currency hedge adjustments, net of income taxes...... — — — 87 — 87
Interest rate hedge adjustments, net of income taxes.............. — — — (364) (364)
Pension and other postretirement benefit plan adjustments,
net Of INCOME LAXES.......cveveveeririeireeieeeee s — — — 8,803 — 8,803
Other changes in noncontrolling interests
Dividends paid to noncontrolling shareholders....................... — — — — (1,957) (1,957)
Balance at end 0f Year..............cocoooiiiiiiiicecee e $ 213,023 $ 202,579 $ 918,509 $ (75,540) $ 29,086 $
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(in thousands of dollars)

Fiscal Year Ended March 31, 2012

Balance at beginning of year.............ccccceveveieirierieeieeieeeeeenene
Changes in preferred and common stock
Issuance of common StOCK ...........coovivinirinininininiee
Repurchase of common stock.............ccceeveeeriererieneiereeienennne.
Accrual of stock-based compensation..............c.cccceeeverierennnen.

Withholding of shares from stock-based compensation for
SLANEE INCOME LAXES ......voveeeereecreieeeseeeeeeseseeeseeesssesseenesenns

Dividend equivalents on RSUS...........cccoooiiiiiiiiiiccenes
Changes in retained earnings
NEEINCOME ...t eeens

Cash dividends declared

Series B 6.75% convertible perpetual preferred stock
($67.50 per Share) ..........cccoevevieeveiiieieieieieieesiesessnienes

Common stock ($1.94 per share) ............cccocoevvvvveecvenenns
Repurchase of common Stock............ccccovvveeinieieeninieeiieeene
Dividend equivalents on RSUS...........ccccoiriiiiiiiicccnes

Other comprehensive income (loss)

Foreign currency translation adjustments, net of income

Foreign currency hedge adjustments, net of income taxes......
Interest rate hedge adjustments, net of income taxes...............

Pension and other postretirement benefit plan adjustments,
net Of INCOME tAXES........oviieieieieieieieieieieteee e

Other changes in noncontrolling interests

Dividends paid to noncontrolling shareholders.......................

Balance at end of Year.............c.ccveievieieieieiceeceeeeeee e

Universal Corporation Shareholders

Series B
6.75% Accumulated
Convertible Other
Perpetual Comprehensive Non- Total
Preferred Common Retained Income controlling  Shareholders'
Stock Stock Earnings (Loss) Interests Equity
$ 213,023 $ 191,608 $ 825,751 § (44,776) $ 13,799 § 1,199,405
— 259 — — — 259
— (661) — — — (661)
— 5,987 — — — 5,987
— (1,584) — — — (1,584)
— 526 — — — 526
— — 92,057 — 8,762 100,819
— — (14,850) — — (14,850)
— — (44,951) — — (44,951)
— — (2,827) — — (2,827)
— — (526) — — (526)
— — — (8,239) 81 (8,158)
— — — (3,424) — (3,424)
— — — (727) — (727)
— — — (23,195) — (23,195)
— — — — (103) (103)
$ 213,023 $ 196,135 § 854,654 $ (80,361) $ 22,539 $ 1,205,990
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Universal Corporation Shareholders

Series B
6.75% Accumulated
Convertible Other
Perpetual Comprehensive Non- Total
Preferred Common Retained Income controlling  Shareholders'
(in thousands of dollars) Stock Stock Earnings (Loss) Interests Equity
Fiscal Year Ended March 31, 2011
Balance at beginning of year.............ccccceveveieirierieeieeieeeeeenene $ 213,023 §$ 195,001 $ 767,213 $ (52,667) $ 5805 $ 1,128,375
Changes in preferred and common stock
Issuance of common Stock .............ccocveveveieverereeieeeeieiereeeeees — — — — — —
Repurchase of common StockK.............c.ocoevevveeeiiiveeierierennne — (8,995) — — — (8,995)
Accrual of stock-based compensation..............c.cccceeeverierennnen. — 5,893 — — — 5,893
Withholding of shares from stock-based compensation for
Lrantee INCOME LAXES .........ocvevvereereereereeeereereeeeseeteeeeseereeseneeneas — (724) — — — (724)
Dividend equivalents on RSUSs...........cccocoveieiieicicicrieeenee — 433 — — — 433
Changes in retained earnings
NEEINCOME .......oviiveeieeeerceeeeeeee ettt — — 156,565 — 7,985 164,550
Cash dividends declared
Series B 6.75% convertible perpetual preferred stock
($67.50 per Share) ..........ccoeeivvieirinerece e — — (14,850) — — (14,850)
Common stock ($1.90 per share) ............c.cocovveviveevenennns — — (45,043) — — (45,043)
Repurchase of commoOn StOCK...............cooeeveeveeereereeereeerenienies — — (37,701) — — (37,701)
Dividend equivalents on RSUS...........cccooeveieieeieieiceeeaee — — (433) — — (433)
Other comprehensive income (loss)
Foreign currency translation adjustments, net of income
TAXES.c.uettinereet ettt ettt ettt ettt — — — 7,188 109 7,297
Foreign currency hedge adjustments, net of income taxes...... — — — 2,961 — 2,961
Pension and other postretirement benefit plan adjustments,
net Of INCOME tAXES..........v.eeeeeeeeeeeee oo eeeeeee e — — — (2,258) — (2,258)
Other changes in noncontrolling interests
Dividends paid to noncontrolling shareholders....................... — — — — (100) (100)
Balance at end 0f Year............cc.ocvevieviveiiieieieeceeeeeetee e $ 213,023 $ 191,608 $ 825,751 $ (44,776) $ 13,799 §
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Fiscal Year Ended March 31,

(in thousands) 2013 2012 2011

Preferred Shares Outstanding:

Series B 6.75% Convertible Perpetual Preferred Stock:
Balance at beginning Of YEAI..............c.ooooviuiuieiieiteeeeeceeee ettt s e aean s 220 220 220
Issuance of convertible perpetual preferred stock —

Repurchase of convertible perpetual preferred stock —

Balance at @Nd OF YEAT............c.ocviiiiiiiietieeeeeee ettt ettt ettt ettt et st ae ettt et eeneenn 220 220 220

Common Shares Outstanding:

Balance at beginning Of YEAI..............c.ooooviuiuieiieiteeeeeceeee ettt s e aean s 23,257 23,241 24,325
Issuance of common stock and exercise of stock options and SARS ............ccccoevevvvevveieeeeceeeeeereeenne 256 97 28
Repurchase of COMMON StOCK ..........c.ccviiiiiiiiiiiicicectccicce ettt s e eae s (169) (80) (1,113)
Balance at €Nd OF YOAT............c.eviiiiiiieiceieeeeeeeeee ettt ettt ettt et ettt et ae ettt r et et eneenn 23,344 23,257 23,241

See accompanying notes.
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UNIVERSAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All dollar amounts are in thousands, except per share amounts or as otherwise noted.)

NOTE 1. NATURE OF OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

Universal Corporation, which together with its subsidiaries is referred to herein as “Universal” or the “Company,” is the
leading global leaf tobacco merchant and processor. The Company conducts business in over 30 countries, primarily in major
tobacco-producing regions of the world.

Consolidation

The consolidated financial statements include the accounts of Universal Corporation and all domestic and foreign subsidiaries
in which the Company maintains a controlling financial interest. Control is generally determined based on a voting interest of greater
than 50%, such that Universal controls all significant corporate activities of the subsidiary. All significant intercompany accounts
and transactions are eliminated in consolidation.

The equity method of accounting is used for investments in companies where Universal Corporation has a voting interest
of 20% to 50%. These investments are accounted for under the equity method because Universal exercises significant influence
over those companies, but not control. Investments where Universal has a voting interest of less than 20% are not significant and
are accounted for under the cost method. Under the cost method, the Company recognizes earnings upon its receipt of dividends to
the extent they represent a distribution of retained earnings. The Company received dividends totaling $16.7 million in fiscal year
2012 from companies accounted for under the equity method. No significant dividends were received from those companies in fiscal
years 2013 or 2011.

The Company's 49% ownership interest in Socotab L.L.C. (“Socotab”), a leading processor and leaf merchant of oriental
tobaccos with operations located principally in Europe, is the primary investment accounted for under the equity method. The
investment in Socotab is an important part of the Company's overall product and service arrangements with its major customers.
Over the past several years, Socotab has experienced reduced demand for oriental tobaccos and lower margins, which have reduced
its operating profits. As discussed further below, the Company reviews the carrying value of its investments in unconsolidated
affiliates on a regular basis and considers whether any factors exist that might indicate an impairment in value that is other than
temporary. At March 31,2013, the Company determined that no such factors existed with respect to the investment in Socotab. The
Company, together with Socotab management, continues to evaluate the longer-term outlook for the business, and an impairment
charge could be recorded in a future period if it is determined that the fair value of the investment is less than the carrying value and
the decline in value is not temporary.

In fiscal year 2006, the Company deconsolidated its operations in Zimbabwe under accounting requirements that apply
under certain conditions to foreign subsidiaries that are subject to foreign exchange controls and other government restrictions. Since
that time, the investment has been accounted for using the cost method, as required under the accounting guidance. The investment
in the Zimbabwe operations was zero at March 31,2013 and 2012. The Company has a net foreign currency translation loss associated
with the Zimbabwe operations of approximately $7.2 million, which remains a component of accumulated other comprehensive loss.
As aregular part of its reporting, the Company reviews the conditions that resulted in the deconsolidation of the Zimbabwe operations
to confirm that such accounting treatment is still appropriate. Dividends from the Zimbabwe operations are recorded in income in
the period received.

The Company holds less than a 100% financial interest in certain consolidated subsidiaries. The netincome and shareholders’
equity attributable to the noncontrolling interests in these subsidiaries are reported on the face of the consolidated financial statements.
During fiscal years 2013, 2012, and 2011, there were no changes in the Company’s ownership percentage in any of these subsidiaries.

Investments in Unconsolidated Affiliates

The Company’s equity method investments and its cost method investments, which include its Zimbabwe operations, are
non-marketable securities. Universal reviews such investments for impairment whenever events or changes in circumstances indicate
that the carrying amount of an investment may not be recovered. For example, the Company would review such an investment for
impairment if the investee were to lose a significant customer, suffer a large reduction in sales margins, experience a major change
in its business environment, or undergo any other significant change in its normal business. In assessing the recoverability of equity
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or cost method investments, the Company follows the applicable accounting guidance in determining the fair value of the investments.
In most cases, this involves the use of discounted cash flow models (Level 3 of the fair value hierarchy under the accounting guidance).
Ifthe fair value of an equity or cost method investee is determined to be lower than its carrying value, an impairment loss is recognized.
The determination of fair value using discounted cash flow models is normally not based on observable market data from independent
sources and therefore requires significant management judgment with respect to estimates of future operating earnings and the
selection of an appropriate discount rate. The use of different assumptions could increase or decrease estimated future operating
cash flows, and the discounted value of those cash flows, and therefore could increase or decrease any impairment charge related to
these investments.

In its consolidated statements of income, the Company reports its proportionate share of earnings of unconsolidated affiliates
accounted for on the equity method based on the pretax earnings of those affiliates, as permitted under the applicable accounting
guidance. All applicable foreign and U.S. income taxes are provided on these earnings and reported as a component of consolidated
income tax expense. For unconsolidated affiliates located in foreign jurisdictions, repatriation of the Company’s share of the earnings
through dividends is assumed in determining consolidated income tax expense.

The following table provides a reconciliation of (1) equity in the pretax earnings of unconsolidated affiliates, as reported
in the consolidated statements of income to (2) equity in the net income of unconsolidated affiliates, net of dividends, as reported in
the consolidated statements of cash flows for the fiscal years ended March 31, 2013, 2012, and 2011:

Fiscal Year Ended March 31,

2013 2012 2011
Equity in pretax earnings reported in the consolidated statements of income.................c.ocovvvereenennnne. $ 5,635 $ 3,195 $ 8,634
Less: EQUItY N INCOME tAXES ........c.ceiuiverierieriieeieriteeeteeteeteseeseetesessesesessesseseseseesessesseneesessessesessensenis (547) (1,130) (3,651)
EQUILY I NET INCOMC .......ovvieiietceieecteeceet ettt ettt ettt e st asee et ess s es et essesesessasesess s seseenane 5,088 2,065 4,983
Less: Dividends received on investments S (122) (16,723) (1,252)
Equity in net income, net of dividends, reported in the consolidated statements of cash flows............ $ 4,966 $ (14,658) $ 3,731

()

In accordance with the applicable accounting guidance, dividends received from unconsolidated affiliates accounted for on the equity method that represent a
return on capital (i.e., a return of earnings on a cumulative basis) are presented as operating cash flows in the consolidated statements of cash flows.

Earnings per Share

The Company calculates basic earnings per share based on earnings available to common shareholders after payment of
dividends on the Company’s Series B 6.75% Convertible Perpetual Preferred Stock. The calculation uses the weighted average
number of common shares outstanding during each period. Diluted earnings per share is computed in a similar manner using the
weighted average number of common shares and dilutive potential common shares outstanding. Dilutive potential common shares
are outstanding dilutive stock options and stock appreciation rights that are assumed to be exercised, unvested restricted stock units
and performance share awards that are assumed to be fully vested and paid out in shares of common stock, and shares of convertible
perpetual preferred stock that are assumed to be converted when the effect is dilutive. In periods when the effect of the convertible
perpetual preferred stock is dilutive and these shares are assumed to be converted into common stock, dividends paid on the preferred
stock are excluded from the calculation of diluted earnings per share.

Calculations of earnings per share for the fiscal years ended March 31, 2013, 2012, and 2011, are provided in Note 4.
Cash and Cash Equivalents

All highly liquid investments with a maturity of three months or less at the time of purchase are classified as cash equivalents.
Advances to Suppliers

In many sourcing origins where the Company operates, it provides agronomy services and seasonal advances of seed,
fertilizer, and other supplies to tobacco farmers for crop production, or makes seasonal cash advances to farmers for the procurement
of those inputs. These advances are short term, are repaid upon delivery of tobacco to the Company, and are reported in advances
to suppliers in the consolidated balance sheets. In several origins, the Company has made long-term advances to tobacco farmers
to finance curing barns and other farm infrastructure. In some years, due to low crop yields and other factors, individual farmers
may not deliver sufficient volumes of tobacco to fully repay their seasonal advances, and the Company may extend repayment of

46



UNIVERSAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

those advances into the following crop year. The long-term portion of advances is included in other noncurrent assets in the
consolidated balance sheets. Both the current and the long-term portions of advances to suppliers are reported net of allowances
recorded when the Company determines that amounts outstanding are not likely to be collected. Short-term and long-term advances
to suppliers totaled $199.1 million at March 31,2013 and $225.0 million at March 31,2012. The related valuation allowances totaled
$54.4 million at March 31, 2013, and $74.4 million at March 31, 2012, and were estimated based on the Company’s historical loss
information and crop projections. The allowances were increased by net provisions for estimated uncollectible amounts of
approximately $1.6 million in fiscal year 2013, $11.9 million in fiscal year 2012, and $18.7 million in fiscal year 2011. These
provisions are included in selling, general, and administrative expenses in the consolidated statements of income. Interest onadvances
isrecognized in earnings upon the farmers’ delivery of tobacco in payment of principal and interest. Accrual of interest is discontinued
when an advance is not expected to be fully collected. Advances onwhich interestaccrual had been discontinued totaled approximately
$40.0 million at March 31, 2013, and $59.9 million at March 31, 2012.

Inventories

Tobacco inventories are valued at the lower of cost or market. Raw materials primarily consist of unprocessed leaf tobacco,
which is clearly identified by type and grade at the time of purchase. The Company tracks the costs associated with this tobacco in
the final product lots, and maintains this identification through the time of sale. This method of cost accounting is referred to as the
specific cost or specific identification method. The predominant cost component of the Company’s inventories is the cost of the
unprocessed tobacco. Direct and indirect processing costs related to these raw materials are capitalized and allocated to inventory
in a systematic manner. The Company does not capitalize any interest or sales-related costs in inventory. Freight costs are recorded
in cost of goods sold. Other inventories consist primarily of seed, fertilizer, packing materials, and other supplies, and are valued
principally at the lower of average cost or market.

Recoverable Value-Added Tax Credits

In many foreign countries, the Company’s local operating subsidiaries pay significant amounts of value-added tax (“VAT”)
on purchases of unprocessed and processed tobacco, crop inputs, packing materials, and various other goods and services. In some
countries, VAT is a national tax, and in other countries it is assessed at the state level. Items subject to VAT vary from jurisdiction
to jurisdiction, as do the rates at which the tax is assessed. When tobacco is sold to customers in the country of origin, the operating
subsidiaries generally collect VAT on those sales. The subsidiaries are normally permitted to offset their VAT payments against the
collections and remit only the incremental VAT collections to the tax authorities. When tobacco is sold for export, VAT is normally
not assessed. In countries where tobacco sales are predominately for export markets, VAT collections generated on downstream
sales are often not sufficient to fully offset the subsidiaries’ VAT payments. In those situations, unused VAT credits can accumulate.
Some jurisdictions have procedures that allow companies to apply for refunds of unused VAT credits from the tax authorities, but
the refund process often takes an extended period of time and it is not uncommon for refund applications to be challenged or rejected
in part on technical grounds. Other jurisdictions may permit companies to sell or transfer unused VAT credits to third parties in
private transactions, although approval for such transactions must normally be obtained from the tax authorities, limits on the amounts
that can be transferred are usually imposed, and the proceeds realized may be heavily discounted from the face value of the credits.
Due to these factors, local operating subsidiaries in some countries can accumulate significant balances of VAT credits over time.
The Company reviews these balances on a regular basis and records valuation allowances on the credits to reflect amounts that are
not expected to be recovered, as well as discounts anticipated on credits that are expected to be sold or transferred. At March 31,
2013 and 2012, the aggregate balance of recoverable tax credits held by the Company’s subsidiaries totaled approximately $73
million and $82 million, respectively, and the related valuation allowances totaled approximately $26 million and $25 million,
respectively. The net balances are reported in other current assets and other noncurrent assets in the consolidated balance sheets.

In June 2011, tax authorities in Brazil completed an audit of inter-state VAT filings by the Company’s operating subsidiary
there and issued assessments for tax, penalties, and interest for tax periods from 2006 through 2009 totaling approximately $24
million based on the exchange rate for the Brazilian currency at March 31,2013. Management of the operating subsidiary and outside
counsel believe that errors were made by the tax authorities in determining portions of the assessment and that various defenses
support the subsidiary’s positions. Accordingly, the subsidiary took steps to contest the full amount of the assessment. As of March 31,
2013, a portion of the subsidiary’s arguments had been accepted, and the outstanding assessments had been reduced to approximately
$17 million. The subsidiary is continuing to contest the full remaining amount of the assessment. While the range of reasonably
possible loss is zero up to the full $17 million remaining assessment, based on the strength of the subsidiary's defenses, no loss within
that range is considered probable at this time and no liability has been recorded at March 31, 2013.
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Property, Plant and Equipment

Depreciation of plant and equipment is based upon historical cost and the estimated useful lives of the assets. Depreciation
is calculated using the straight-line method. Buildings include tobacco processing and blending facilities, offices, and warehouses.
Machinery and equipment consists of processing and packing machinery and transport, office, and computer equipment. Estimated
useful lives range as follows: buildings—15 to 40 years; processing and packing machinery—3 to 11 years; transport equipment—
3 to 10 years; and office and computer equipment—3 to 10 years. Where applicable, the Company capitalizes related interest costs
during periods that property, plant and equipment are being constructed or made ready for service. No interest was capitalized in
fiscal years 2013, 2012, or 2011.

Goodwill and Other Intangibles

Goodwill and other intangibles principally consist of the excess of the purchase price of acquired companies over the fair
value of the net assets. Goodwill is carried at the lower of cost or fair value. Although Accounting Standards Codification Topic
350 (“ASC 350”) permits companies to base their initial assessments of potential goodwill impairment on qualitative factors, the
Company elected to continue using a fair value measurement approach at March 31, 2013. This approach primarily involves the
use of discounted cash flow models (Level 3 of the fair value hierarchy in the accounting guidance). The calculations in these models
are normally not based on observable market data from independent sources and therefore require significant management judgment
with respect to estimates of future operating earnings and the selection of an appropriate discount rate. The use of different assumptions
could increase or decrease estimated future operating cash flows, and the discounted value of those cash flows, which could increase
or decrease any impairment charge related to goodwill.

Reporting units are distinct operating subsidiaries or groups of subsidiaries that typically compose the Company’s business
in a specific country or location. Goodwill is allocated to reporting units based on the country or location to which a specific
acquisition relates, or by allocation based on expected future cash flows if the acquisition relates to more than one country or location.
The majority of the Company’s goodwill relates to its reporting unit in Brazil. No charges for goodwill impairment were recorded
in fiscal years 2013, 2012, or 2011. During the third quarter of fiscal year 2011, goodwill was reduced by approximately $5.8 million
to reflect amounts allocated to leaf procurement activities associated with farmer contracts and related assets that were conveyed to
an operating subsidiary of one of the Company’s major customers (see Note 14).

Impairment of Long-Lived Assets

The Company reviews long-lived assets for impairment whenever events, changes in business conditions, or other
circumstances provide an indication that such assets may be impaired. Potential impairment is initially assessed by comparing
management’s undiscounted estimates of future cash flows from the use or disposition of the assets to their carrying value. If the
carrying value exceeds the undiscounted cash flows, an impairment charge is recorded to reduce the carrying value of the asset to
its fair value determined in accordance with the accounting guidance. In many cases, this involves the use of discounted cash flow
models that are not based on observable market data from independent sources (Level 3 of the fair value hierarchy under the accounting
guidance). As discussed in Note 2, the Company recorded an impairment charge of $5.6 million in the third quarter of fiscal year
2011 in connection with its decision to close its leaf tobacco processing facility in Simcoe, Ontario, Canada and sell the related assets.
No significant charges for the impairment of long-lived assets were recorded during fiscal years 2013 or 2012.

Income Taxes
The Company provides deferred income taxes on temporary differences between the book and tax basis of its assets and
liabilities. Those differences arise principally from employee benefit accruals, depreciation, deferred compensation, undistributed

earnings of unconsolidated affiliates, undistributed earnings of foreign subsidiaries, goodwill, and valuation allowances on farmer
advances and value-added tax credits.
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Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss) is reported in the consolidated balance sheets and the consolidated
statements of changes in shareholders’ equity and consists of:

March 31,
2013 2012 2011

Foreign currency translation adjustments

BEfOre INCOME TAXES.........cvouieieeeeieceeeeeceteteee ettt ee ettt ea st e sesea s et eteseeseseseasesesssssesessnesenens $ (18,031) $ (12,331) $ (819)

ATLOCALEA TNCOIME TAXES ...ttt et ee e et e e e e e et eeeese e s eeeeeeteeseeseeeeeesesaeeeeesesaeeesesnesseenenne 2,476 481 (2,792)
Foreign currency hedge adjustments

BefOre INCOME tAXES..........cvevieieeirieieieceee ettt ettt ettt et et ese et et esseas et eseeseese st ensesesenseaeeaeneens (1,316) (1,449) 3,819

ATLOCALEA TNCOIME TAXES ...ttt ee e et et e e e et e et eeee st e s eeseeeeeeseeseeeeeesesaeeeeesesaeeesessesseeenenne 461 507 (1,337)
Interest rate hedge adjustments

BefOre INCOME tAXES..........cvevieieeirieieieceee ettt ettt ettt et et ese et et esseas et eseeseese st ensesesenseaeeaeneens (1,679) (1,119) —

AT10CAtEd INCOME TAXES .......vveeecieieieteteteietetetetetete ettt ettt ettt s st sssesesesesesesssesesssesesesesesssesesnsas 588 392 —
Pension and other postretirement benefit plan adjustments

BEfOre INCOME tAXES.......cueuiuieiaiaieiiieiet ettt ettt (89,285) (102,833) (66,851)

ATIOCALEA TNCOIMIE TAXES ...ttt ettt ee et et e e e et e et eeee st e s eeeeeeeeeseeseeeeeesesaeeeeeseseeeeseesenneeenenne 31,246 35,991 23,204
Total accumulated other comprehensive loss, net of iNCOME taXes..........ccooveveeieeevereeereeeeeeeeeeeeeenees $ (75,540) $ (80,361) $ (44,776)

Fair Values of Financial Instruments

The fair values of the Company’s long-term obligations, disclosed in Note 7, have been estimated using market prices where
they are available and discounted cash flow models based on current incremental borrowing rates for similar classes of borrowers
and borrowing arrangements. The carrying amount of all other assets and liabilities that qualify as financial instruments approximates
fair value.

Derivative Financial Instruments

The Company recognizes all derivatives on the balance sheet at fair value. Interest rate swaps and forward foreign currency
exchange contracts are used from time to time to reduce interest rate and foreign currency risk. The Company enters into such
contracts only with counterparties of good standing. The credit exposure related to non-performance by the counterparties and the
Company is considered in determining the fair values of the derivatives, and the effect is not material to the financial statements or
operations of the Company. Additional disclosures related to the Company’s derivatives and hedging activities are provided in Note
9.
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Translation and Remeasurement of Foreign Currencies

The financial statements of foreign subsidiaries having the local currency as the functional currency are translated into U.S.
dollars using exchange rates in effect at period end for assets and liabilities and average exchange rates applicable to each reporting
period for results of operations. Adjustments resulting from translation of financial statements are reflected as a separate component
of comprehensive income or loss.

The financial statements of foreign subsidiaries having the U.S. dollar as the functional currency, with certain transactions
denominated in a local currency, are remeasured into U.S. dollars. The remeasurement of local currency amounts into U.S. dollars
creates remeasurement gains and losses that are included in earnings as a component of selling, general, and administrative expense.
The Company recognized net remeasurement gains of $10.6 million in fiscal year 2013, net remeasurement losses of $2.3 million
in fiscal year 2012, and net remeasurement gains of $4.4 million in fiscal year 2011.

Foreign currency transactions and forward foreign currency exchange contracts that are not designated as hedges generate
gains and losses when they are settled or when they are marked to market under the prescribed accounting guidance. These transaction
gains and losses are also included in earnings as a component of selling, general, and administrative expenses. The Company
recognized net foreign currency transaction losses of $1.0 million in fiscal year 2013, net transaction gains of $4.2 million in fiscal
year 2012, and net transaction gains of $1.7 million in fiscal year 2011.

Revenue Recognition

Revenue from the sale of tobacco is recognized when title and risk of loss is transferred to the customer and the earnings
process is complete. Substantially all sales revenue is recorded based on the physical transfer of products to customers. A large
percentage of the Company’s sales are to major multinational manufacturers of consumer tobacco products. The Company works
closely with those customers to understand and plan for their requirements for volumes, styles, and grades of leaf tobacco from its
various growing regions, and extensive coordination is maintained on an ongoing basis to determine and satisfy their requirements
for physical shipment of processed tobacco. In most cases, customers request shipment within a relatively short period of time after
the tobacco is processed and packed. The customers also specify, in sales contracts and in shipping documents, the precise terms
for transfer of title and risk of loss for the tobacco. Customer returns and rejections are not significant, and the Company’s sales
history indicates that customer-specific acceptance provisions are consistently met upon transfer of title and risk of loss.

While most of the Company’s revenue consists of tobacco that is purchased from farmers, processed and packed in its
factories, and then sold to customers, some revenue is earned from processing tobacco owned by customers. These arrangements
usually exist in specific markets where the customers contract directly with farmers for leaf production, and they have accounted for
less than 5% of total revenue on an annual basis through the fiscal year ended March 31, 2013. Processing and packing of leaf
tobacco is a short-duration process. Under normal operating conditions, raw tobacco that is placed into the production line exits as
processed and packed tobacco within one hour, and is then transported to customer-designated storage facilities. The revenue for
these services is recognized when processing is completed, and the Company’s operating history indicates that customer requirements
for processed tobacco are consistently met upon completion of processing.

Stock-Based Compensation

Share-based payments, such as grants of stock options, stock appreciation rights, restricted stock, restricted stock units, and
performance share awards, are measured at fair value and reported as expense in the financial statements over the requisite service
period. Additional disclosures related to stock-based compensation are included in Note 13.
Estimates and Assumptions

The preparation of financial statements in conformity with generally accepted accounting principles in the United States

requires management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.
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Accounting Pronouncements
Pronouncements Recently Adopted

In September 2011, the FASB issued Accounting Standards Update 2011-08, “Testing for Goodwill Impairment” (“ASU
2011-08”), which updated the accounting guidance for goodwill in Accounting Standards Codification Topic 350. The objective of
ASU 2011-08 is to simplify the process of testing for goodwill impairment by permitting companies to first assess qualitative factors
to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount. Companies are
required to calculate the fair value of a reporting unit if the qualitative evaluation indicates that it is more likely than not that the fair
value is less than the carrying amount. ASU 2011-08 was effective for annual and interim goodwill impairment tests performed for
fiscal years beginning after December 15, 2011, and was adopted by the Company for the fiscal year ended March 31, 2013. The
adoption of ASU 2011-08 did not have a material effect on the Company’s financial statements.

Pronouncements to be Adopted in Future Periods

In February 2013, the FASB issued Accounting Standards Update 2013-02, “Comprehensive Income (Topic 220): Reporting
of Amounts Reclassified Out of Accumulated Other Comprehensive Income.” The new guidance requires entities to report the effect
of significant reclassifications out of accumulated other comprehensive income on the respective line items in net income unless the
amounts are not reclassified in their entirety to net income. For amounts that are not required to be reclassified in their entirety to
net income in the same reporting period, entities are required to cross-reference other disclosures that provide additional detail about
those amounts. The new guidance is effective prospectively for all interim and annual periods beginning after December 15, 2012,
with early adoption permitted. The Company does not expect any impact on the Company's results of operations, cash flows or
financial position as the guidance relates only to additional disclosures.

Reclassifications
Certain prior year amounts have been reclassified to conform to the current year’s presentation.

NOTE 2. RESTRUCTURING AND IMPAIRMENT COSTS

During the fiscal years ended March 31, 2011, 2012 and 2013, Universal recorded restructuring and impairment costs
related to various initiatives to adjust certain operations and reduce costs. A significant portion of the restructuring and impairment
charges related to the Company’s November 2010 decision to close its leaf tobacco processing facility in Simcoe, Ontario, Canada.
The Company continues to buy tobacco grown in Canada, but now processes that leaf at its U.S. factory in North Carolina. The
Simcoe processing facility and a separate storage complex were classified as “held for sale” at the date the decision was made to
close the operations, and an impairment charge of approximately $5.6 million was recorded in the third quarter of fiscal year 2011
to write those assets down to their fair values, net of selling costs. The sales of both properties were completed during fiscal year
2012 at prices approximating their adjusted book values. All full-time salaried employees at the Simcoe location were terminated
by June 30, 2011. During fiscal year 2011, the Company recorded approximately $2.4 million in costs for termination benefits
payable to those employees under Canadian law and $4.1 million in pension curtailment and settlement costs related to the termination
of the Canadian employees’ defined benefit pension plan. The Canadian operations were included in the North America segment.

In addition to the restructuring and impairment costs related to the closure of the facility in Canada, the Company recorded
restructuring costs associated with various other cost reduction initiatives during fiscal years 2011, 2012, and 2013. A significant
portion of those costs consisted of employee termination benefits associated with voluntary early retirement offers and involuntary
separations at the Company’s headquarters and operating locations in the United States, South America, Africa, Europe, and Asia
that are part of the North America and Other Regions reportable segments. In addition, during fiscal year 2012, the Company recorded
approximately $3.1 million in costs related to the termination of its business arrangements with a supplier and processor of tobacco
in Europe in response to market changes. That cost related to an operating subsidiary that is part of the Other Regions reportable
segment.
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A summary of the restructuring and impairment costs recorded during fiscal years 2011, 2012, and 2013 is as follows:

Pension
Employee Curtailment Other Impairment of
Termination and Settlement Restructuring  Property, Plant
Benefits Costs Costs and Equipment Total
Fiscal Year 2011 Costs:
Closure of processing facility in Canada........................... $ 2412 § 4,081 $ — 5632 §$ 12,125
Other restructuring and cost reduction initiatives............. 8,743 — 636 — 9,379
TOtal ... 11,155 4,081 636 5,632 21,504
Fiscal Year 2012 Costs:
Other restructuring and cost reduction initiatives............. 8,564 — 3,097 — 11,661
Fiscal Year 2013 Costs:
Other restructuring and cost reduction initiatives............. 4,113 — — — 4,113
Total costs - fiscal years 2011, 2012 and 2013 ................. $ 23832 $ 4,081 $ 3,733  § 5,632 §$ 37,278

A reconciliation of the Company’s liability for the employee termination benefits and other restructuring costs outlined
above through March 31, 2013, is as follows:

Employee
Termination
Benefits Other Costs Total

Fiscal Year 2011 Activity:

CO8tS ChArZed t0 EXPENSE.......ueevevieeeieeeeceeeeeeeeee ettt ettt sea e s et eas st eseesesesesseseseseesesennnsanene $ 11,155  $ 636 $ 11,791

PAYMENTS ..o (4,769) (411) (5,180)

Balance at March 31, 2011 ... 6,386 225 6,611
Fiscal Year 2012 Activity:

C08tS Charged t0 EXPEINSE.......c.eoveviiiierieiieteteiet ettt ettt setess st ss st tessesesesessesesssnesesnsssens 8,564 3,097 11,661

PAYIMEILS ..ottt ettt et ettt et h e ta b e te e b e b e eaeebeebeerbebeeaeensereens (13,679) (3,031) (16,710)

Balance at March 31, 2012 ......ooiioieeeeeeeeee e e ettt e 1,271 291 1,562
Fiscal Year 2013 Activity:

COStS ChArged t0 EXPEIISE .......vevvivieviereeieeeeteeeteete ettt ettt ettt et et et esees et ensesees et eseeseesenseneesessensenenn 4,113 — 4,113

PAYIMEILS ...ttt (5,002) (291) (5,293)

Balance at March 31, 2013 ......coouieieeeee ettt et ettt e e et et eteese e et saees et eneese et eeeenenne $ 382§ — S 382

The majority of the restructuring liability at March 31, 2013 will be paid in the early part of fiscal year 2014. Universal
continually reviews its business for opportunities to realize efficiencies, reduce costs, and realign its operations in response to business
changes. The Company may incur additional restructuring costs and asset impairment charges in future periods as business changes
occur and additional cost savings initiatives are implemented.
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NOTE 3. EUROPEAN COMMISSION FINES AND OTHER LEGAL AND TAX MATTERS
European Commission Fines in Spain

In October 2004, the European Commission (the “Commission”) imposed fines on “five companies active in the raw Spanish
tobacco processing market” totaling €20 million for “colluding on the prices paid to, and the quantities bought from, the tobacco
growers in Spain.” Two of the Company’s subsidiaries, Tabacos Espanoles S.A. (“TAES”), a purchaser and processor of raw tobacco
in Spain, and Deltafina, S.p.A. (“Deltafina”), an Italian subsidiary, were among the five companies assessed fines. In its decision,
the Commission imposed a fine of €108,000 on TAES, and a fine of €11.88 million on Deltafina. Deltafina did not and does not
purchase or process raw tobacco in the Spanish market, but was and is a significant buyer of tobacco from some of the Spanish
processors. The Company recorded a charge of about €12 million (approximately $14.9 million at the September 2004 exchange
rate) in the second quarter of fiscal year 2005 to accrue the full amount of the fines assessed against the Company’s subsidiaries.

In January 2005, Deltafina filed an appeal in the General Court of the European Union (“General Court”). A hearing was
held in June 2009, and on September 8, 2010, the General Court issued its decision, in which it reduced the amount of the Deltafina
fine to €6.12 million. The General Court held in part that the Commission erred in finding Deltafina acted as the leader of the Spanish
cartel, and that the Commission’s corresponding increase of the underlying fine by 50% was not justified. As a result of the General
Court’s decision in September 2010, during the second quarter of fiscal year 2011, the Company reversed €5.76 million (approximately
$7.4 million) of the charge previously recorded to accrue the fine and recognized approximately $1.2 million of interest income
returned on funds deposited in escrow to secure the fine. Deltafina filed an appeal to the General Court decision with the European
Court of Justice on November 18, 2010. Although Deltafina believed the General Court erred in not reducing the remaining fine
further based on numerous grounds, due to strategic reasons Deltafina withdrew its appeal in June 2011. The result was to end the
matter in the judicial system, and to confirm the fine reduction granted in the General Court.

European Commission Fines in Italy

In 2002, the Company reported that it was aware that the Commission was investigating certain aspects of the leaf tobacco
markets in Italy. Deltafina buys and processes tobacco in Italy. The Company reported that it did not believe that the Commission
investigation in Italy would result in penalties being assessed against it or its subsidiaries that would be material to the Company’s
earnings. The reason the Company held this belief was that it had received conditional immunity from the Commission because
Deltafina had voluntarily informed the Commission of the activities that were the basis of the investigation.

On December 28, 2004, the Company received a preliminary indication that the Commission intended to revoke Deltafina’s
immunity for disclosing in April 2002 that it had applied for immunity. Neither the Commission’s Leniency Notice of February 19,
2002, nor Deltafina’s letter of provisional immunity, contains a specific requirement of confidentiality. The potential for such
disclosure was discussed with the Commission in March 2002, and the Commission never told Deltafina that disclosure would affect
Deltafina’s immunity. On November 15, 2005, the Company received notification from the Commission that the Commission had
imposed fines totaling €30 million on Deltafina and the Company jointly for infringing European Union antitrust law in connection
with the purchase and processing of tobacco in the Italian raw tobacco market. In January 2006, the Company and Deltafina each
filed appeals in the General Court. Deltafina’s appeal was held on September 28, 2010. For strategic reasons related to the defense
of the Deltafina appeal, Universal withdrew its appeal. On September 9, 2011, the General Court issued its decision, in which it
rejected Deltafina’s application to reinstate immunity. Deltafina has appealed the decision of the General Court to the European
Court of Justice. Effective with the September 9, 2011 General Court decision, the Company recorded a charge for the full amount
of the fine (€30 million) plus accumulated interest (€5.9 million). The charge totaled $49.1 million at the exchange rate in effect on
the date of the General Court decision. Deltafina maintains a bank guarantee in favor of the Commission in the amount of the fine
plus accumulated interest in order to stay execution during the appeals process, and the Company has collateralized that guarantee
with a bank deposit totaling approximately $48.6 million at March 31, 2013. At March 31, 2013, the accrued liability for the fine
and interest is reported in other current liabilities, and the deposit is recorded in other current assets. The Company expects the
appeal to be decided during fiscal year 2014. Any fine and interest Deltafina may ultimately be required to pay would not be due
until the European Court of Justice issues its decision.

Other Legal and Tax Matters

In addition to the above-mentioned matters, various subsidiaries of the Company are involved in other litigation and tax
examinations incidental to their business activities, including the assessments disclosed in Note 1 related to inter-state value added
taxes in Brazil. While the outcome of these matters cannot be predicted with certainty, management is vigorously defending the
matters and does not currently expect that any of them will have a material adverse effect on the Company’s business or financial
position. However, should one or more of these matters be resolved in a manner adverse to management’s current expectation, the
effect on the Company’s results of operations for a particular fiscal reporting period could be material.
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NOTE 4. EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted earnings per share:

Fiscal Year Ended March 31,

2013 2012 2011
Basic Earnings Per Share
Numerator for basic earnings per share
Net income attributable to Universal COrporation...............c.c.cueueeevereueeeererieeeereeeseeseeeeseeseseseseenenas $ 132,750 $ 92,057 $ 156,565
Less: Dividends on convertible perpetual preferred Stock.............c.ocoevevveiiivieieiceieeceeeee e (14,850) (14,850) (14,850)
Earnings available to Universal Corporation common shareholders for
calculation of basic €arnings Per SNATC ..............coc.ovveieiiiiiieieecteeeteeeeeee ettt 117,900 77,207 141,715
Denominator for basic earnings per share
Weighted average shares OUtStANAING...............c.ccoevivveiiiiiiiiieeeeee ettt eaeeens 23,355 23,228 23,859
Basic earnings Per SMATE..................c.c.coiiiiviiieieeieeeeeeeeeeeee ettt ettt ene s $ 505 $ 332 $ 5.94
Diluted Earnings Per Share
Numerator for diluted earnings per share
Earnings available to Universal Corporation common shareholders..................ccccoovevvvevviereveeevenennnns $ 117,900 $ 77,207 $ 141,715
Add: Dividends on convertible perpetual preferred stock (if conversion assumed)..............cccoe.... 14,850 14,850 14,850
Earnings available to Universal Corporation common shareholders for
calculation of diluted earnings Per Share ................cccvoveieieieieieiececeeee e 132,750 92,057 156,565
Denominator for diluted earnings per share
Weighted average shares OutStanding................cccooveveieiereuiieeciieieeeieeeee et ettt seaeas 23,355 23,228 23,859
Effect of dilutive securities (if conversion or exercise assumed)
Convertible perpetual preferred StOCK............cooiivieviiiiieiicicccee e 4,797 4,772 4,750
Employee share-based aWards ..............c.cciiieueuiieiciiieeecce ettt 326 339 279
Denominator for diluted earnings per Share.................cocoevevieievieieieiceeee e 28,478 28,339 28,888
Diluted earnings Per SHATE ..................c.c.oooiiviiiiiiieeiieeeeeecee ettt ns $ 466 $ 325 $ 5.42

For the fiscal years ended March 31, 2013, 2012 and 2011, the Company had the following potentially dilutive securities
(stock appreciation rights and/or stock options) outstanding that were not included in the computation of diluted earnings per share
because their effect would have been antidilutive:

Fiscal Year Ended March 31,
2013 2012 2011

Potentially dilutive securities (shares in thousands)..............ccccceeveveiieieiinieeiceeee e 169 348 623
Weighted-average €XEICISE PIICE ...........c.evveueereeverierierereeteeteeeeseeseeteseseeseesessesseseseseesessessensesesessesessensens $ 62.66 $ 56.75 $ 53.44
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NOTE 5. INCOME TAXES
Income Tax Expense

Income taxes consisted of the following:

Fiscal Year Ended March 31,

2013 2012 2011
Current
URIEEA SEALES. ....vevretieieitceetctcieiet ettt ettt ssste st s s st ss st e sesesesssesesssesesesesesesesesesesesssesnsnaesas $ (3,465) § 2,871 § 18,052
SEALE ANA TOCAL ..ottt et e et e et e e e et e et eeseeae et eeaeee e s eere et eenesaeenens 682 (2,064) 2,290
FOTEIEN. ..ottt ettt ettt ettt ettt aenne 57,355 53,582 59,051
54,572 54,389 79,393
Deferred
UNIEA STALES. ...ttt ettt ettt aen e 1,746 4,796 (43)
SEALE AIIA LOCAL ...ttt e e e e e e e e e e e e e e e e eeeeseeeeeaeeeeaeneeesaenseeeneneeeenaseeesans 279 444 (226)
FOTEIGN. ...ttt ettt eaeen 9,769 1,530 (775)
11,794 6,770 (1,044)
TOMAL ...ttt ettt ettt ettt ettt et ettt bbbttt et et s st ettt bt ettt et et ettt se st eseaenan $ 66,366 § 61,159 § 78,349

Foreign taxes include U.S. tax expense on earnings of foreign subsidiaries. The Company has no undistributed earnings
of consolidated foreign subsidiaries that are classified as permanently reinvested.

Consolidated Effective Income Tax Rate

A reconciliation of the statutory U.S. federal rate to the Company’s effective income tax rate is as follows:

Fiscal Year Ended March 31,

2013 2012 2011

STATULOTY TAX TALE .......cuieuietiiciieieiteeetiet ettt et eteete et et ete st eseeseesessessesessesseseesessessesasessessesessessesesesseseesas 35.0% 35.0% 35.0%
State income taxes, net of federal Denefit...............ocovveivviviiiiieiic e 0.3 (0.7) 0.6
Change in valuation allowance on deferred tax assets.............coeoiiiiiriiiriiineiii e 0.1) 0.7 0.2)
Nondeductible European Commission fiNe ..............coceveveuiuiereeieieieieeiceeetcceeeceeee e — 8.6 —
Dividends received from deconsolidated Operations................ccocveveviereieeieeeeeeeeeeee e eeeesens (1.5) (1.8) —
Other, including changes in liabilities recorded for uncertain tax positions.................ccceeveveeeveverennnnn. (1.7) (4.0) 3.2)
EffectiVe INCOME TAX TALE .........cuovieieeiiiecietriceeteeseeee ettt ettt ettt ettt senenes 32.0% 37.8% 32.2%

The Company amended certain prior year state income tax returns during fiscal year 2012. The related income tax refunds
reduced income tax expense and the consolidated effective tax rate for the year.

Components of Income Before Income Taxes and Other Items

The U.S. and foreign components of income before income taxes and other items were as follows:

Fiscal Year Ended March 31,

2013 2012 2011
UNIEA SEALES ...ttt bttt eseaenes $ (4,161) $ 21,773 $ 32,826
FOTEIEN ...ttt 211,446 140,205 210,073
TORAL ..ttt $ 207,285 $ 161,978 § 242,899
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Deferred Income Tax Liabilities and Assets

Significant components of deferred tax liabilities and assets were as follows:

March 31,
2013 2012

Liabilities
Foreign WithROIAINE tAXES .........c.cueviviieieieieieieeeeetetete ettt ettt ettt ettt ettt ettt et ettt e s et et et et et et et et et et et et et et esesesesne $ 25,074 $ 14,192
UNAIStrTDULE CAIMINGS .......ecvevieieieieiiieieeiieteteitt ettt ettt sesteseteseesesesassesesesasesesessesesessesesasessesesassesesasaasesessssesesessesesessnsasann 32,346 46,010
GOOAWIIL...... et s ettt bt e st sttt E et st s et s ettt 30,851 30,851
AL OTRET ...ttt ettt 14,099 20,998

Total deferred tax HADIIIIES. ........c.eveieiiirieecietet ettt ettt ettt $ 102,370  $ 112,051
Assets
EMPLOYEE DENETIL PLANS .......cviuieiieieiiieieeiieteiciietee ettt ettt ettt eb et s s ese s besessesesasassesesassesesesaasesesessesesessesesesensenans $ 60,397 $ 69,373
RESEIVES ANA ACCTUALS ..ottt e e et e e e et e e e et e et e e et e e e e et e saeeseaeeeeeseaeesaneseneeseeseaeena 32,795 45,793
DIETEITEA INCOIME ...ttt ettt et et et e et e et e e e e a e e et et e st et e et e eatesesaeeateesesaeeaseeteeetesesaeeseessesasesessesanenns 4,732 8,098
Deferred COMPENSAtION...........c.ocvieerietireeeeeeet ettt et ete et et eeete et eseseete et eseeseesessess et esesseseese st eseesessensessesenseseesessesseseesensenserenseneans 3,616 3,035
ATLORET ...ttt st R R R AR Attt s ekt n et eean 12,292 17,144

TOLAl AETEITEA TAX ASSELS .......c.eieieeieeeeeeeeee ettt et ettt e et et e et et e et eeaeea e et eeae st eseeseeatesaesueestesaesasensesseeatesesaeeseessesaeeanan 113,832 143,443
ValUtion AlLOWANCE ...........c.ccoeviiviierietiieeeeeeet et ettt et et ettt e et et et eaeese et e st ess et et esees e et et eseeseasensensesensessesesseseeseesensenserenseneane (1,252) (4,620)

INEE AETEITEA TAX ASSEES.......e.oeeveeeeeeee ettt eee et et e et et e e e et e e e et et e s eee e et eeseaueeaeeeae st eeseeseeaseeseaseeeseeneeeeeeseeseeaeeesesseeneeenesaeenen $ 112,580 $ 138,823

AtMarch 31,2013, the Company had no material net operating loss carryforwards in either its domestic or foreign operations.
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Combined Income Tax Expense (Benefit)

The combined income tax expense (benefit) allocable to continuing operations, other comprehensive income, and direct
adjustments to shareholders' equity was as follows:

Fiscal Year Ended March 31,

2013 2012 2011
CONINUING OPETALIONS ........ocvvieieieeeieteeeeceeeeeeeeetee e ete et eseae et et eses s et eseseesesesesseseseseesesessesesessssasesessesesenens $ 66,366 $ 61,159 $ 78,349
Other COMPIrENENSIVE INCOMC ........c.ecviureeieiieeeietietee ettt ettt ee e es et as e s s eseesessesseseeseseneeseesens 2,600 (18,296) 3,210
Direct adjustments t0 shareholders' €qUILY ............cccveuiieieriieieiceieeeceeeee e (1,052) (285) 159
TOMALL ..ttt ettt ettt es $ 67914 $ 42,578 § 81,718

Uncertain Tax Positions

A reconciliation of the beginning and ending balance of the gross liability for uncertain tax positions for the fiscal years
ended March 31, 2013, 2012 and 2011, is as follows:

Fiscal Year Ended March 31,

2013 2012 2011

Liability for uncertain tax positions, beginning of YEar..............cccccoevveveveeereeeeeeeeeeeeeeeee e eneenens $ 7913 § 9,223 § 22,184
Additions:

Related to tax positions for the CUITENt YEAT...............c.ccocieviiiiieiieieeceeeeeetee e 191 262 1,184

Related to tax poSitions fOI PrIOT YEAIS ...........c.ccveuivueverierieieieeeeteeereee et ere s e ere s e re s s e ereesennens — 1,072 77
Reductions:

Related to tax poSitions fOr PriOT YEATS ...........c.ccveivuiveeiirieeeeeeeeeeeeeete et ese et ses e esee e e ese s eseesennens — — (205)

Due to settlements with tax JUrISAICIONS ...........c.covvivieiirieieieeceeeeeee ettt erenens (66) (698) (12,765)

Due to lapses of statutes of IMItations..............cccoeviveuiieiecieeeeeeee ettt (2,339) (1,213) (1,571)

Effect of CUITENnCy rate MOVEMENL ..............cocovviieriieiieeietceteeeee ettt ee ettt ees s esese e eaeeseseseereneens (314) (733) 319
Liability for uncertain tax positions, end OF YEAr ..............ccccoevevireievereieieeceeeee et enens $ 5385 § 7913 $ 9,223

Of the total liability for uncertain tax positions at March 31, 2013, approximately $4.4 million could have an effect on the
consolidated effective tax rate if the tax benefits are recognized. The liability for uncertain tax positions includes $1.8 million related
to tax positions for which it is reasonably possible that the amounts could change significantly before March 31, 2014. This amount
reflects a possible decrease in the liability for uncertain tax positions that could result from the completion and resolution of tax
audits and the expiration of open tax years in various tax jurisdictions.

In fiscal year 2011, of the reduction in the liability for uncertain tax positions of $12.8 million due to settlements with tax
jurisdictions, approximately $5.7 million represented tax paid and $7.1 million represented amounts reversed through income tax
expense.

The Company recognizes accrued interest related to uncertain tax positions as interest expense, and it recognizes penalties
as a component of income tax expense. The consolidated statements of income include a net reversal of interest and penalties of
$1.6 million in fiscal year 2013, net expense for interest and penalties of $0.4 million in fiscal year 2012, and a net reversal of interest
and penalties of $0.2 million in fiscal year 2011. At March 31, 2013 and 2012, $2.7 million and $4.5 million, respectively, were
accrued for interest and penalties.

Universal and its subsidiaries file a U.S. federal consolidated income tax return, as well as returns in several U.S. states and

a number of foreign jurisdictions. As of March 31, 2013, the Company's earliest open tax year for U.S. federal income tax purposes
was its fiscal year ended March 31, 2010. Open tax years in state and foreign jurisdictions generally range from 3 to 6 years.
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NOTE 6. CREDIT FACILITIES
Bank Credit Agreement

In November 2011, the Company entered a five-year bank credit agreement that provides for a $450 million committed
revolving credit facility, as well as a fully funded $100 million amortizing term loan. Borrowings under the revolving credit facility
and the term loan bear interest at variable rates, based on either (1) LIBOR plus a margin that is based on certain credit measures or
(2) the higher of the federal funds rate plus 0.5%, prime rate, or one-month LIBOR plus 1.0%, each plus a margin. The Company
also pays a facility fee on the revolving credit facility. Both the revolving credit facility and the term loan mature in November 2016.
Other information related to the term loan, including the outstanding balances at March 31, 2013 and 2012, is disclosed in Note 7.
Certain covenants in the bank credit agreement require the Company to maintain a minimum level of tangible net worth and observe
limits on debt levels. The Company was in compliance with those covenants at March 31, 2013. There were no amounts outstanding
under the revolving credit facility at March 31, 2013.

Short-Term Credit Facilities

The Company maintains short-term uncommitted lines of credit in the United States and in a number of foreign countries.
Foreign borrowings are generally in the form of overdraft facilities at rates competitive in the countries in which the Company
operates. Generally, each foreign line is available only for borrowings related to operations of a specific country. As of March 31,
2013 and 2012, approximately $105 million and $128 million, respectively, were outstanding under these uncommitted lines of
credit. The weighted-average interest rates on short-term borrowings outstanding as of March 31,2013 and 2012, were approximately
3.8% and 7.1%, respectively. The higher weighted-average interest rate at March 31, 2012 reflected higher local borrowings in
countries where market interest rates are higher. At March 31, 2013, the Company and its consolidated affiliates had unused
uncommitted lines of credit totaling approximately $307 million.

NOTE 7. LONG-TERM OBLIGATIONS

Long-term obligations consisted of the following:

March 31,
2013 2012
IMEAIUMEEIIN NOTES ..ot s st s st $ 300,000 $ 310,000
AMOTtiZzIng DANK tEIM LOAN ..........cviiiieieiieeieceee ettt ettt ettt et et e s s s s et eseaseseseaseseteseaseseseasesesesssesesessaseseasaes 92,500 98,750
TOtal OULSTANAING ......o.ovevieiieietiietetce ettt ettt ettt et ettt te et et es s et et ese s et esessesetese st esees s esessss s et esssseseseasesesnssseseenane 392,500 408,750
LLESS: CUITEIIE POTTION ......veveieiietieietetescetetetestesesestetetesesteseseseesesesessesese e sesaseesesesassesesessesesasassesesessesesesssesesessesesessesesasersesesssssas (211,250) (16,250)
LONG-teIM ODIIZAIONS ........ouvvevieieieeceeeetcecee ettt ettt et ettt eaeeseteseeees et easesesess s esesesseseseasesesesesseseseasesesessesesesensasessanans $ 181,250 $ 392,500

The Company's medium-term notes mature at various dates from October 2013 to December 2014 and were all issued with
fixed interest rates. Interest rates on the notes range from 5.20% to 6.25%. As discussed in Note 6, the Company borrowed $100
million in November 2011 under an amortizing term loan under its bank credit agreement. The term loan is being repaid in quarterly
installments that began on March 31, 2012, increase annually, and conclude with a final payment due November 3, 2016. The loan
may be prepaid at any time without penalty or premium at the option of the Company. As discussed below, the Company has interest
rate swaps on the term loan that convert the floating base rate to a fixed base rate. Including the effect of the swaps and the facility
margin, the interest rate on the term loan was 2.91% at March 31, 2013.

As noted above, from time to time, the Company uses interest rate swap agreements to manage its exposure to changes in
interest rates. In November 2011, the Company entered into receive-floating/pay-fixed interest rate swap agreements on the
outstanding balance of its amortizing bank term loan. These swap agreements were designated as cash flow hedges of the variable
rate interest payments on the loan. The aggregate notional amount of the swaps, which is being reduced as quarterly payments are
made over the term of the loan, was $92.5 million at March 31, 2013, and $98.8 million at March 31, 2012. The fair value of the
interest rate swap agreements was a liability of $1.7 million at March 31, 2013. The Company previously had receive-fixed/pay-
floating interest rate swap agreements in place on $245 million of long-term debt. Those swap agreements were designated as hedges
of the fair value of the underlying debt. During fiscal year 2012, they were all settled prior to or concurrent with the maturity of the
underlying debt, and none were outstanding at March 31, 2012 or 2013. Additional disclosures related to the Company’s interest
rate swap agreements are provided in Note 9.
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Maturities of long-term debt outstanding at March 31, 2013, by fiscal year, were as follows: 2014 — $211 million; 2015 —
$116 million; 2016 — $28 million; and 2017 — $38 million. All long-term debt outstanding at March 31, 2013, is scheduled to be

repaid by the end of fiscal year 2017.

In November 2011, the Company filed an undenominated universal shelf registration statement with the U.S. Securities
and Exchange Commission to provide for the future issuance of an undefined amount of additional debt or equity securities as
determined by the Company and offered in one or more prospectus supplements prior to issuance.

Disclosures about the fair value of long-term obligations are provided in Note 10.
NOTE 8. LEASES

The Company’s subsidiaries lease various production, storage, distribution, and other facilities, as well as vehicles and
equipment used in their operations. Some of the leases have options to extend the lease term at market rates. These arrangements
are classified as operating leases for accounting purposes. Rent expense on operating leases totaled $19.3 million in fiscal year 2013,
$20.6 million in fiscal year 2012, and $21.8 million in fiscal year 2011. Future minimum payments under non-cancelable operating
leases total $16.9 million in 2014, $8.6 million in 2015, $6.2 million in 2016, $3.9 million in 2017, $3.3 million in 2018, and $5.3
million after 2018.
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NOTE 9. DERIVATIVES AND HEDGING ACTIVITIES

Universal is exposed to various risks in its worldwide operations and uses derivative financial instruments to manage two
specific types of risks — interest rate risk and foreign currency exchange rate risk. Interest rate risk has been managed by entering
into interest rate swap agreements, and foreign currency exchange rate risk has been managed by entering into forward foreign
currency exchange contracts. However, the Company’s policy also permits other types of derivative instruments. In addition, foreign
currency exchange rate risk is also managed through strategies that do not involve derivative instruments, such as using local
borrowings and other approaches to minimize net monetary positions in non-functional currencies. The disclosures below provide
additional information about the Company’s hedging strategies, the derivative instruments used, and the effects of these activities
on the consolidated statements of income and the consolidated balance sheets. In the consolidated statements of cash flows, the cash
flows associated with all of these activities are reported in net cash provided by operating activities. The Company has not hedged
any net investment in the equity of subsidiaries denominated in currencies other than the U.S. dollar.

Hedging Strategy for Interest Rate Risk

The Company previously entered into receive-fixed/pay-floating interest rate swap agreements totaling $245 million notional
amount that were designated and qualified as hedges of the exposure to changes in the fair value of the underlying debt instruments
created by fluctuations in prevailing market interest rates. During fiscal year 2012, several of those swap contracts in the notional
amount of $50 million were settled on maturity of the underlying debt, and the remaining contracts in the total notional amount of
$195 million were settled prior to maturity at an aggregate gain of approximately $13 million. That gain is being amortized over
the remaining terms of the underlying debt instruments as a reduction in interest expense. No fixed-to-floating interest rate swap
agreements were outstanding at March 31, 2013.

In November 2011, the Company entered into receive-floating/pay-fixed interest rate swap agreements that were designated
and qualify as hedges of the exposure to changes in interest payment cash flows created by fluctuations in variable interest rates on
its outstanding amortizing bank term loan. Although no significant ineffectiveness is expected with this hedging strategy, the
effectiveness of the interest rate swaps is evaluated on a quarterly basis. The aggregate notional amount of the interest rate swaps
is being reduced over a five-year period as payments are made on the loan. At March 31, 2013, the total notional amount of the
swaps was approximately $93 million, which corresponded with the outstanding balance of the loan.

Cash Flow Hedging Strategy for Foreign Currency Exchange Rate Risk Related to Forecast Purchases of Tobacco and Related
Processing Costs

The majority of the tobacco production in most countries outside the United States where Universal operates is sold in
export markets at prices denominated in U.S. dollars. However, purchases of tobacco from farmers and most processing costs (such
as labor and energy) in those countries are usually denominated in the local currency. Changes in exchange rates between the U.S.
dollar and the local currencies where tobacco is grown and processed affect the ultimate U.S. dollar cost of the processed tobacco.
From time to time, the Company has entered into forward contracts to sell U.S. dollars and buy the local currency at future dates
that coincide with the expected timing of a portion of the tobacco purchases and processing costs. This strategy offsets the variability
of future U.S. dollar cash flows for tobacco purchases and processing costs for the foreign currency notional amount hedged. This
hedging strategy has been used mainly for tobacco purchases and processing costs in Brazil. The aggregate U.S. dollar notional
amount of forward contracts entered for these purposes during fiscal years 2013, 2012, and 2011 was as follows:

Fiscal Year Ended March 31,

(in millions) 2013 2012 2011

TODACCO PUICHASES ........eeeeeveeeeeeieeeeeee ettt e s en et eaeesesennasesenennaeas $ 1589 § 1825 $ 235.2

PIOCESSINZ COSES ...ouiiuiiuieiiiiiticte ettt ettt ettt ettt ettt e s e b e b e beeteeteessessessessessessessenseaseas 343 48.3 48.5
TOTAL ...ttt ettt n e ee $ 1932 § 2308 3 283.7

All contracts related to tobacco purchases were designated and qualify as hedges of the future cash flows associated with
the forecast purchases of tobacco. As a result, except for insignificant amounts related to any ineffective portion of the hedging
strategy, changes in fair values of the forward contracts have been recognized in comprehensive income as they occurred, but only
recognized in earnings upon sale of the related tobacco to third-party customers. Forward contracts related to processing costs have
not been designated as hedges, and gains and losses on those contracts have been recognized in earnings on a mark-to-market basis.
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For substantially all hedge gains and losses recorded in accumulated other comprehensive loss at March 31, 2013, the
Company expects to complete the sale of the tobacco and recognize the amounts in earnings during fiscal year 2014. At March 31,
2013, all hedged forecast purchases of tobacco not yet completed remained probable of occurring within the originally designated
time period and, as a result, no hedges had been discontinued. Purchases of the 2013 crop are expected to be completed by August
2013, and all forward contracts to hedge those purchases will mature and be settled by that time.

Hedging Strategy for Foreign Currency Exchange Rate Risk Related to Net Local Currency Monetary Assets and Liabilities of
Foreign Subsidiaries

Most of the Company’s foreign subsidiaries transact the majority of their sales in U.S. dollars and finance the majority of
their operating requirements with U.S. dollar borrowings, and therefore use the U.S. dollar as their functional currency. These
subsidiaries normally have certain monetary assets and liabilities on their balance sheets that are denominated in the local currency.
Those assets and liabilities can include cash and cash equivalents, accounts receivable and accounts payable, advances to farmers
and suppliers, deferred income tax assets and liabilities, recoverable value-added taxes, and other items. Net monetary assets and
liabilities denominated in the local currency are remeasured into U.S. dollars each reporting period, generating gains and losses that
the Company records in earnings as a component of selling, general, and administrative expenses. The level of net monetary assets
or liabilities denominated in the local currency normally fluctuates throughout the year based on the operating cycle, but it is most
common for monetary assets to exceed monetary liabilities, sometimes by a significant amount. When this situation exists and the
local currency weakens against the U.S. dollar, remeasurement losses are generated. Conversely, remeasurement gains are generated
on a net monetary asset position when the local currency strengthens against the U.S. dollar. To manage a portion of its exposure
to currency remeasurement gains and losses in Brazil during fiscal year 2011, the Company entered into forward contracts to buy or
sell the local currency at future dates coinciding with expected changes in the overall net local currency monetary asset position of
the subsidiary. Gains and losses on the forward contracts were recorded in earnings as a component of selling, general, and
administrative expenses for each reporting period as they occurred, and thus directly offset the related remeasurement losses or gains
in the consolidated statements of income for the notional amount hedged. The Company does not designate these contracts as hedges
for accounting purposes. The notional amount of these contracts totaled approximately $60 million in fiscal year 2011, and the
contracts were settled before the end of the fiscal year. No forward contracts were entered for this purpose in fiscal years 2013 or
2012. To further mitigate currency remeasurement exposure, the Company’s foreign subsidiaries have obtained short-term local
currency financing during certain periods. This strategy, while not involving the use of derivative instruments, is intended to minimize
the subsidiary’s net monetary position by financing a portion of the local currency monetary assets with local currency monetary
liabilities and thus hedging a portion of the overall position.

Several of the Company’s foreign subsidiaries transact the majority of their sales and finance the majority of their operating
requirements in their local currency, and therefore use their respective local currencies as the functional currency for reporting
purposes. From time to time, these subsidiaries sell tobacco to customers in transactions that are not denominated in the functional
currency. In those situations, the subsidiaries routinely enter into forward exchange contracts to offset currency risk for the period
of time that a fixed-price order and the related trade account receivable are outstanding with the customer. The contracts are not
designated as hedges for accounting purposes.
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Effect of Derivative Financial Instruments on the Consolidated Statements of Income

The table below outlines the effects of the Company’s use of derivative financial instruments on the consolidated statements
of income for the fiscal years ended March 31, 2013, 2012, and 2011.

Fiscal Year Ended March 31,

2013 2012 2011
Fair Value Hedges - Interest Rate Swap Agreements
Derivative
Gain (10ss) recognized i CAIMINGS.........c.ooveveviriieieeieiieretieeeeer ettt s $ — 3 3,195 $ 428
Location of gain (loss) recognized in €arnings ..............cceeveveeverereeruerereveeenenesneesenans | Interest expense |
Hedged Item
Description of hedged TteM ...........c.cviveveviieeieieeceeee ettt | Fixed rate long-term debt |
Gain (loss) recognized in earnings $ — 8 (3,195) $ (428)
Location of gain (loss) recognized in €arnings ............cccoeveveveveveverererereeeeeeeseeenenas | Interest expense |
Cash Flow Hedges - Interest Rate Swap Agreements
Derivative
Effective Portion of Hedge
Gain (loss) recorded in accumulated other comprehensive 10ss ...........ccccooeveenee. $ (1,470) $ (1,119) $ —
Gain (loss) reclassified from accumulated other comprehensive loss into earnings.. $ (910) $ — 3 —

Location of gain (loss) reclassified from accumulated other comprehensive loss

. . Interest expense
INTO CATTIIIIZS ...ttt st sttt e s b e e an e saneesaneenns

Ineffective Portion of Hedge

Gain (loss) recognized in €ArMINGS ............cooveveeeiiieiriiiiieeet s $ — 8 — 8 —
Location of gain (loss) recognized in €arnings ..........c.ceceveeeereneeerereneneeeneesreneenenns | Selling, general and administrative expenses |
Hedged Item
Description of hedged Item ...........c.coevevevieieeieieiiee e | Floating rate interest payments on term loan |

Cash Flow Hedges - Forward Foreign Currency Exchange Contracts
Derivative

Effective Portion of Hedge

Gain (loss) recorded in accumulated other comprehensive 108S ............cococveveveennnn.e. $ (8,709) $ 2,652 % 2,476
Gain (loss) reclassified from accumulated other comprehensive
10SS N0 CAITINES ...ttt e e en e $ 8,741) $ 5882 $ 100
Location of gain (loss) reclassified from accumulated other Cost of goods sold
comprehensive 10SS IO aAININGS...........ccveuirieireieiiieeeeteeeeeeete et
Ineffective Portion and Early De-designation of Hedges
Gain (10ss) recognized N EAIMINGS .........c.ccoovevveriirenierieeeereeereeeeeereeeeee oo eseseans $ (1,325) $ 857 $ 113
Location of gain (loss) recognized in €arnings ...............c.coveveveveveveeereeeeereeerenenenenennns | Selling, general and administrative expenses |
Hedged Item
Description of hedged Ttem ..o | Forecast purchases of tobacco in Brazil |
Derivatives Not Designated as Hedges -
Forward Foreign Currency Exchange Contracts
Gain (10ss) recognized in CAIMINGS ...........ceievevevieiiereeeeieeeeeteeeeee et $ 3,115) $ 1,829 $ 2,594
Location of gain (loss) recognized in €arnings ..............coeeuevevevruerererererererereenennnns Selling, general and administrative expenses
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For the interest rate swap agreements designated as fair value hedges, since the hedges had no ineffectiveness, the gain or
loss recognized in earnings on the derivative was offset by a corresponding loss or gain on the underlying hedged debt. For the
interest rate swap agreements designated as cash flow hedges, the effective portion of the gain or loss on the derivative is recorded
in accumulated other comprehensive loss and any ineffective portion is recorded in selling, general and administrative expenses. At
March 31, 2013, a loss of approximately $1 million is expected to be reclassified over the next twelve months from accumulated
other comprehensive loss to interest expense.

For the forward foreign currency exchange contracts designated as cash flow hedges of tobacco purchases in Brazil, a net
hedge loss of approximately $0.8 million remained in accumulated other comprehensive loss at March 31,2013. That balance reflects
net losses on contracts related to the 2013 crop. No hedged purchases of 2013 crop tobaccos had been completed and no hedge loss
had been reclassified to earnings at March 31, 2013. The majority of the balance in the accumulated other comprehensive loss will
be recognized in earnings as a component of cost of goods sold in fiscal year 2014 as the 2013 Brazilian crop tobacco is sold to
customers. Based on the hedging strategy, as the gain or loss is recognized in earnings, it is expected to be offset by a change in the
direct cost for the tobacco or by a change in sales prices if the strategy has been mandated by the customer. Generally, margins on
the sale of the tobacco will not be significantly affected.

Effect of Derivative Financial Instruments on the Consolidated Balance Sheets

The table below outlines the effects of the Company’s derivative financial instruments on the consolidated balance sheets
at March 31, 2013 and 2012:

Derivatives in a Fair Value Asset Position Derivatives in a Fair Value Liability Position

Balance Fair Value as of March 31, Balance Fair Value as of March 31,
Sheet Sheet
Location 2013 2012 Location 2013 2012
Derivatives Designated as Hedging Instruments
Interest rate swap agreements designated Other
as fair value hedges Long-term
non-current .o
assets obligations
$ — 3 — $ — 3 —
Interest rate swap agreements designated Other Other
as cash flow hedges non-current long-term
assets o o liabilities 1,679 1,119
Forward foreign currency exchange contracts Other Accounts
designated as cash flow hedges payable and
current
assets accrued
— 83 expenses 810 925
Total $ — 3 83 $ 2,489 §$ 2,044
Derivatives Not Designated as Hedging Instruments
Forward foreign currency exchange contracts Other Accounts
current payable and
assets accrued
$ — 3 273 expenses $ 331 $ 427

Total $ — 3 273 $ 331 § 427
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NOTE 10. FAIR VALUE MEASUREMENTS

Universal measures certain financial and nonfinancial assets and liabilities at fair value based on applicable accounting
guidance. The financial assets and liabilities measured at fair value include money market funds, trading securities associated with
deferred compensation plans, interest rate swap agreements, forward foreign currency exchange contracts, and guarantees of bank
loans to tobacco growers. The application of the fair value guidance to nonfinancial assets and liabilities primarily includes
assessments of goodwill and long-lived assets for potential impairment.

Under the accounting guidance, fair value is defined as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The framework for measuring fair value
is based on a fair value hierarchy that distinguishes between observable inputs (i.c., inputs that are based on market data obtained
from independent sources) and unobservable inputs (i.e., inputs that require the Company to make its own assumptions about market
participant assumptions because little or no market data exists). There are three levels within the fair value hierarchy:

Level Description

1 quoted prices in active markets for identical assets or liabilities that the Company has the ability to access as of the
reporting date;

2 quoted prices in active markets for similar assets or liabilities, or quoted prices for identical or similar assets or liabilities
in markets that are not active, or inputs other than quoted prices that are observable for the asset or liability; and

3 unobservable inputs for the asset or liability.

In measuring the fair value of liabilities, the Company considers the risk of non-performance in determining fair value.
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At March 31, 2013 and 2012, the Company had certain financial assets and financial liabilities that were required to be
measured and reported at fair value on a recurring basis. These assets and liabilities are listed in the tables below and are classified
based on how their values were determined under the fair value hierarchy:

March 31, 2013
Level 1 Level 2 Level 3 Total
Assets

Money market fUNAS ..o $ — 3 174,551  $ — 3 174,551
Trading securities associated with deferred compensation plans...................c.ccoevenee. 19,168 — — 19,168
Total financial assets measured and reported at fair value .............ccc.cevveveverecnnnne. $ 19,168 $ 174,551 $ — 3 193,719

Liabilities
Guarantees of bank 10ans t0 tODACCO GLOWETS...........ccocveveeeeverereeeeeereeeeeteeeeeeereesereienens $ — 3 — 3 4235 § 4,235
Interest rate SWap agrEEMENLS ..........ccocvevierieririeierieieeieeeete st eseete st eeeesesse e etesseseseesenens — 1,679 — 1,679
Forward foreign currency exchange contracts................coceeveveerevveeereereveeeeeseeeeseenens — 1,141 — 1,141
Total financial liabilities measured and reported at fair value...............cocoeveverennne. $ — 3 2,820 $ 4235 § 7,055

March 31, 2012
Level 1 Level 2 Level 3 Total
Assets

Money mMarket fUNAS.............cocvevivieieieeiieieeceeeee ettt seneeneas $ — 3 48,546 $ — 3 48,546
Trading securities associated with deferred compensation plans.............cccccccoevienniee 19,803 — — 19,803
Forward foreign currency eXchange CONracts ..............c.ocooeevereerevveeereereeeeseeeeeeeeenens — 356 — 356
Total financial assets measured and reported at fair value..............cccocveveeereverenenen. $ 19,803 $ 48902 $ — 3 68,705

Liabilities
Guarantees of bank 10ans to tObacco GrOWETS ..........c.c.ceeevevereeevereeeeereeeeeeeres e $ — 3 — 3 5932 $ 5,932
Interest rate SWap QZIEEMENLS.............coceeuerieieriierietestesiereetee e ereetesee e sse e eseesesseseeseesenis — 1,119 — 1,119
Forward foreign currency eXchange CONtracts ..............c.ocooceevereeevveeeriereeeesneeeeeeeenens — 1,352 — 1,352
Total financial liabilities measured and reported at fair value...............cccoeveveuenee... $ — 3 2,471  $ 5932 $ 8,403

Money market funds

The fair value of money market funds, which are reported in cash and cash equivalents in the consolidated balance sheets,
is based on net asset value, which is computed based on amortized cost (Level 2). The fair values of these investments approximate
cost due to the short-term maturities and the high credit quality of the issuers of the underlying securities.

Trading securities associated with deferred compensation plans

Trading securities represent mutual fund investments that are matched to employee deferred compensation obligations.
These investments are bought and sold as employees defer compensation, receive distributions, or make changes in the funds
underlying their accounts. Quoted market prices (Level 1) are used to determine the fair values of the mutual funds.
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Interest rate swap agreements

The fair values of interest rate swap agreements are determined based on dealer quotes using a discounted cash flow model
matched to the contractual terms of each instrument. Since inputs to the model are observable and significant judgment is not required
in determining the fair values, interest rate swaps are classified within Level 2 of the fair value hierarchy.

Forward foreign currency exchange contracts

The fair values of forward foreign currency exchange contracts are also determined based on dealer quotes using a discounted
cash flow model matched to the contractual terms of each instrument. Since inputs to the model are observable and significant
judgment is not required in determining the fair values, forward foreign currency exchange contracts are classified within Level 2
of the fair value hierarchy.

Guarantees of bank loans to tobacco growers

The Company guarantees bank loans to tobacco growers in Brazil and Malawi for crop financing and/or construction of
curing barns or other tobacco producing assets. In the event that the farmers default on their payments to the banks, the Company
would be required to perform under the guarantees. The Company regularly evaluates the likelihood of farmer defaults based on an
expected loss analysis and records the fair value of its guarantees as an obligation in its consolidated financial statements. The fair
value of the guarantees is determined using the expected loss data for all loans outstanding at each measurement date. The present
value of the cash flows associated with the estimated losses is then calculated at a risk-adjusted interest rate that is aligned with the
expected duration of the liability and includes an adjustment for nonperformance risk. This approach is sometimes referred to as the
“contingent claims valuation method.” Although historical loss data is an observable input, significant judgment is required in
applying this information to the portfolio of guaranteed loans outstanding at each measurement date and in selecting a risk-adjusted
interest rate. Significant increases or decreases in the risk-adjusted interest rate could result in a significantly higher or lower fair
value measurement. The guarantees of bank loans to tobacco growers are therefore classified within Level 3 of the fair value hierarchy.

A reconciliation of the change in the balance of the financial liability for guarantees of bank loans to tobacco growers (Level
3) for the fiscal years ended March 31, 2013 and 2012 is provided below. A significant number of the loans in the portfolio reached
their maturity dates during fiscal year 2012. The Company satisfied its obligations under the related guarantees by remitting payment
to the banks and taking title to the loans, thereby reducing the guarantee liability.

Fiscal Year Ended March 31,

2013 2012
Balance at DEZINNING OF YEAT ...........c.c.ouiuiiieieeieieeeecceeeeeceeet ettt ettt ettt e et eeseseae s eseseasesesesseseseseaseseseasesesesesserennanas $ 5932 §$ 20,699
Transfer to allowance for loss on direct loans to farmers (removal of prior crop year and other loans from portfolio) ......... (7,352) (18,305)
Provision for loss or transfer from allowance for loss on direct loans to farmers (addition of current crop year loans)......... 5,690 4,279
Change in discount rate and estimated cOlleCtion PETIOM.............cocuivviuieriereiieieeieetccteee ettt ettt es e eveeaens 135 780
CUITENCY TEIMEASUICIIICII.......eviuveueetitesteteeteseseetessesteseesessessesessesseseasesseseesessesseseesasseseasessessesessessessasassessesessesseseesessessesessensesesans (170) (1,521)
Balance @t €N0A OF YEAT ............cocviiiiiciiieececee ettt ettt ettt ettt ese et et et ete et et ete et e et e st es et essens et st entete et entereer et eneete et enseteeaens $ 4235 § 5,932

Universal has not elected to report at fair value any financial instruments or any other assets or liabilities that are not required
to be reported at fair value under current accounting guidance.

Long-term Obligations

The fair value of the Company’s long-term obligations, including the current portion, was approximately $404 million at
March 31,2013 and $428 million at March 31, 2012. The Company estimates the fair value of its long-term obligations using Level
2 inputs which are based upon quoted market prices for the same or similar issues or on the current interest rates available to the
Company for debt of similar terms and maturities.
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NOTE 11. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS
Defined Benefit Plans

Description of Plans

The Company sponsors several defined benefit pension plans covering U.S. salaried employees and certain foreign and
other employee groups. These plans provide retirement benefits based primarily on employee compensation and years of service.
Plan assets consist primarily of equity and fixed income investments. The Company also sponsors defined benefit plans that provide
postretirement health and life insurance benefits for eligible U.S. employees who have attained specific age and service levels. The
health benefits are funded by the Company as the costs of those benefits are incurred. The plan design includes cost-sharing features
such as deductibles and coinsurance. The life insurance benefits are funded with deposits to a reserve account held by an insurance
company. The Company has the right to amend or discontinue its pension and other postretirement benefit plans at any time.

In the following disclosures, the term “accumulated benefit obligation” (“ABQO”) represents the actuarial present value of
estimated future benefit payments earned by participants in the Company's defined benefit pension plans as of the balance sheet date
without regard to the estimated effect of future compensation increases on those benefits. The term does not apply to other
postretirement benefits. “Projected benefit obligation” refers to the projected benefit obligation (“PBO”) for pension benefits and
the accumulated postretirement benefit obligation (“APBO”) for other postretirement benefits. These amounts represent the actuarial
present value of estimated future benefit payments earned by participants in the benefit plans as of the balance sheet date. For pension
benefits, the projected benefit obligation includes the estimated effect of future compensation increases on those benefits.

Actuarial Assumptions

Assumptions used for financial reporting purposes to compute net periodic benefit cost and benefit obligations were as

follows:
Pension Benefits Other Postretirement Benefits
2013 2012 2011 2013 2012 2011

Discount rates:

Benefit cost for plan year .............c..cocoevevennnnne. 4.60 % 5.50% 6.00% 4.40 % 5.50% 6.00%

Benefit obligation at end of plan year ................ 4.20 % 4.60% 5.50% 3.90 % 4.40% 5.50%
Expected long-term return on plan assets:

Benefit cost for plan year .............c..ccccevevennnene. 8.00 % 8.00% 8.00% 4.30 % 4.30% 4.30%

Benefit obligation at end of plan year ................ 8.00 % 8.00% 8.00% 4.30% 4.30% 4.30%
Salary scale.........coccevieieniieincereenen 5.00 % 5.00% 5.00% 5.00 % 5.00% 5.00%
Healthcare cost trend rate............cccoeveeeririerennnnnn N/A N/A N/A 7.60 % 7.80% 8.00%

The healthcare cost trend rate used by the Company is based on a recent study of medical cost inflation rates. The revised
trend assumption of 7.60% in 2013 declines gradually to 4.50% in 2028.
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Benefit Obligations, Plan Assets, and Funded Status

The following table reflects the changes in benefit obligations and plan assets in 2013 and 2012, and the funded status of
the plans at March 31, 2013 and 2012:

Pension Benefits Other Postretirement Benefits
March 31, March 31,
2013 2012 2013 2012

Actuarial present value of benefit obligation:

Accumulated benefit Obligation ..............ccceeveueueveiiueieeeieeee e $ 280,626 $ 278,128 § — 3 —

Projected benefit ObliZatioN..............ccevveuiivieieieeieiceeeeeteeeee et 299,161 302,632 48,970 48,784
Change in projected benefit obligation:

Projected benefit obligation, beginning 0f Year ..............ccccooeeveveeeivveeeeeeeieeeeeeeenne $ 302,632 $ 262,085 $ 48784 $ 43,888

SEIVICE COST..c.meitieeteeee ettt ettt et e et e et et e eee et eeaeeateeeesaeeeeesesaeseeeesesaeennensesaeeeens 4,650 4,614 467 591

INEETEST COSL.... ..ottt 13,001 13,959 2,303 2,636

Effect of discount rate Change ..............c.ccoeevveieiiiiecieeeeeeeceeeee e 13,798 34,292 3,068 5,205

Foreign currency exchange rate Changes..............cccooveueieveveuieeereeeieeeeeeeeeeee e (1,528) (1,733) — —

SEUICIMNEINLS ......covoviivieieeietietee ettt ettt ettt ettt ettt et teese et e et eesessesserenseseetesaeneenen (13,027) — — —

OBHET ..ottt ettt ettt ettt bbb bbb b s bt s et et s et e st ettt s s s tesesnaenas (6,420) 5,975 (2,733) 529

Benefit PAYMENLS ........c.cviuiveeieieieietcce ettt ettt ee et s ettt eseas s tesnrenees (13,945) (16,560) (2,919) (4,065)

Projected benefit obligation, end Of YEar..............ccccoeiivvieiieeeieeeeeeeeeeeeee e $ 299,161 $ 302,632 $ 48970 $ 48,784
Change in plan assets:

Plan assets at fair value, beginning of Year .............c..ccoovvevveiiviveeeeeeeeceeceeeee e $ 199,525  $ 195,715  $ 3,062 $ 3,284

Actual return 0N Plan @SSELS...........ocevveierierireeeeeee ettt ettt ettt et 22,865 15,451 151 146

Employer CONtIIDULIONS .........c.ocveviuiiereiieieeeteeeeeetetee ettt es et ee et es e senees 11,552 6,259 2,638 3,697

SEUICIMNEINLS ......covoviivieieeietietee ettt ettt ettt ettt ettt et teese et e et eesessesserenseseetesaeneenen (13,027) — — —

Foreign currency exchange rate Changes................oc.cvoveeveieeeieeeieeceeeereeeeee e (1,028) (1,340) — —

Benefit PAYMENTS.........c.cuiuiiieeiiiieectcce ettt ettt s et ee et se s s teansenees (13,945) (16,560) (2,919) (4,065)

Plan assets at fair value, end Of YEAr .............cocoovviviiveeiieiieiceeeeeeeeeeeeeeee e $ 205,942 $ 199,525 $ 2,932 § 3,062
Funded status:

Funded status of the plans, end Of YEar..............cccoovvveiivviviieieeeeeeee e $ (93,219) $ (103,107) $ (46,038) $ (45,722)
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The funded status of the Company’s plans at the end of fiscal years 2013 and 2012 was reported in the consolidated balance
sheets as follows:

Pension Benefits Other Postretirement Benefits
March 31, March 31,
2013 2012 2013 2012
Non-current asset (included in other noncurrent assets) ............ccceoceveveeeeverereeeeeeeeenenns $ 1,280 § 1,424 § — —
Current liability (included in accounts payable and accrued expenses)................ccovenen. (1,581) (6,511) (3,327) (3,213)
Non-current liability (reported as pensions and other postretirement benefits)................ (92,918) (98,020) (42,711) (42,509)
Amounts recognized in the consolidated balance sheets...............cccooeeieiereieieiccvienennne. $ (93,219) $ (103,107) $ (46,038) $ (45,722)

Additional information on the funded status of the Company’s plans as of the respective measurement dates for the fiscal
years ended March 31, 2013 and 2012, is as follows:

Pension Benefits Other Postretirement Benefits
March 31, March 31,
2013 2012 2013 2012

For plans with a projected benefit obligation in excess of plan assets:

Aggregate projected benefit obligation (PBO) ............c.ccooiiiiiiciccccccccccen $ 290,142 § 294325 § 48,970 $ 48,784

Aggregate fair value of plan @SSetS.............ccoeveveviireieiiieeeeeccee e 195,642 189,795 2,932 3,062
For plans with an accumulated benefit obligation in excess of plan assets:

Aggregate accumulated benefit obligation (ABO) ..........cccooveveiieeeeeiieeeeeeeeeeeee 272,148 270,569 N/A N/A

Aggregate fair value of plan @SSetS............cccoevevevieveieiiiceeeecceee et 195,642 189,795 N/A N/A

Net Periodic Benefit Cost

The components of the Company’s net periodic benefit cost were as follows:

Pension Benefits Other Postretirement Benefits
Fiscal Year Ended March 31, Fiscal Year Ended March 31,
2013 2012 2011 2013 2012 2011
Components of net periodic benefit cost:
SEIVICE COSt....vuivivririiirieicieiicieteeeeeienreeeeneenes $ 4,650 § 4,614 § 4835 § 467 $ 591 § 787
INEEIESt COSt....vvivirinieiiiiiieieeceeeeeeeieeeeseeieeeeeeeeneas 13,001 13,959 14,168 2,303 2,636 2,534
Expected return on plan assets................c.cu....... (14,632) (14,958) (14,938) (124) (134) (144)
Curtailment 10SS .........occoeeiiiiiieeeccccenes — — 966 — — —
Settlement COSt......vvveereeeeeeeee e eeeeeeeeeeeeeeens 3,304 3,119 — — —
Net amortization and deferral ........................... 10,299 6,309 3,937 ®) (335) (253)
Net periodic benefit Cost..........cccovrrrrirrerinnnnne $ 16,622 $ 9,924 § 12,087 $ 2,638 § 2758 § 2,924

A one-percentage-point increase in the assumed healthcare cost trend rate would increase the March 31, 2013, accumulated
postretirement benefit obligation by approximately $1.5 million, while a one-percentage-point decrease would reduce the benefit
obligation by approximately $1.4 million. The aggregate service and interest cost components of the net periodic postretirement
benefit expense for fiscal year 2014 would not change by a significant amount as a result of a one-percentage-point increase or
decrease in the assumed healthcare cost trend rate.
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Amounts Included in Accumulated Other Comprehensive Loss

The amounts recognized in other comprehensive income or loss for fiscal years 2013 and 2012 and the amounts included
in accumulated other comprehensive loss at the end of those fiscal years are shown below. Reclassification adjustments represent
amounts included in accumulated other comprehensive loss at the beginning of the year that were recognized in net periodic benefit
cost during the year. All amounts shown are before allocated income taxes.

Pension Benefits Other Postretirement Benefits
March 31, March 31,
2013 2012 2013 2012

Change in net actuarial loss (gain):

Net actuarial loss (gain), beginning of Year ..............c.ccoeeeeveeeeeereeeeeeeeeeeeeeeeeeenan $ 108,171 $ 75,138  $ (4,644) $ (6,722)

Losses (gains) arising during the Year..............cccocoevvveeieieriiiereeieieeeeeeeee e (928) 39,461 717 1,475

Reclassification adjustments during the Year ...............ccccevveeevveveeiieeeeeereeeeeeeeeeeneane (13,886) (6,428) 9 603

Net actuarial loss (gain), end of Year...........cccoovuvieiririeinirieniieeee e 93,357 108,171 (3,918) (4,644)
Change in prior service cost (benefit):

Prior service cost (benefit), beginning of year ..............c.ccocceeveveeeieveeeeeeeeeeeeeee e (3,080) (3,393) 500 —

Prior service cost arising during the year .............cccooeieveviieiereeieieeeeeece e — — — 750

Reclassification adjustments during the Year ...............cccevveievevveieeeeeeereeeeee e 463 313 (274) (250)

Prior service cost (benefit), end of Year ...........ccooevoveviievecceeeeeeeeee e (2,617) (3,080) 226 500

Total amounts in accumulated other comprehensive loss

at end of year, before inCOME tAXES..........ceuevreeeeurerieieiricieireeee e $ 90,740 $ 105,091 $ (3,692) $ (4,144)

Amounts in the above table reflect the Company and its consolidated subsidiaries. The accumulated other comprehensive
loss reported in the consolidated balance sheets also includes pension and other postretirement benefit adjustments related to ownership
interests in unconsolidated affiliates. The Company expects to recognize approximately $10.3 million of the March 31, 2013 net
actuarial loss and $0.2 million of the March 31, 2013 prior service benefit in net periodic benefit cost during fiscal year 2014.

Allocation of Pension Plan Assets

The Company has established, and periodically adjusts, target asset allocations for its investments in its U.S. ERISA-
regulated defined benefit pension plan, which represents 91% of consolidated plan assets and 80% of consolidated PBO at March
31, 2013, to balance the needs of liquidity, total return, and risk control. The assets are required to be diversified across asset classes
and investment styles to achieve that balance. During the year, the asset allocation is reviewed for adherence to the target policy
and rebalanced to the targeted weights. The Company reviews the expected long-term returns of the asset allocation each year to
help determine whether changes are needed. The return is evaluated on a weighted-average basis in relation to inflation. The assumed
long-term rate of return used to calculate annual benefit expense is based on the asset allocation and expected market returns for
those asset classes.
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The weighted—average target pension asset allocation and target ranges at the March 31, 2013 measurement date and the
actual asset allocations at the March 31, 2013 and 2012 measurement dates by major asset category were as follows:

Actual Allocation
March 31,
Target
Major Asset Category Allocation Range 2013 2012

DOmEStiC €QUILY SECUITHIES. .........cvevieireeceieeteeeeieeeteee ettt ettt et seaneneaes 44.0% 37% - 51% 44.3% 45.5%

International equity securities 13.0% 10% - 16% 12.7% 12.1%

Fixed income securities o .. 33.0% 26% - 40% 32.6% 32.3%
Alternative investments:

Real €5tate UNAS........c.ouiiiiriiciciciee e 50% 3% - 7% 5.6% 54%

HEAZE TUNAS ..ottt e 5.0% 3% - 7% 4.8% 4.7 %

TOAL ..ttt 100.0 % 100.0% 100.0 %

)

Actual amounts include high yield securities and cash balances held for the payment of benefits.

Universal makes regular contributions to its pension and other postretirement benefit plans. As previously noted, for
postretirement health benefits, contributions reflect funding of those benefits as they are incurred. With plan contributions and an
increase in asset values during fiscal years 2012 and 2013, the Company believes that it is in full compliance with all funding
requirements of the Pension Protection Act of 2006. The Company expects to make contributions of approximately $12.9 million
to its defined benefit pension plans in fiscal year 2014, including $10.2 million to its ERISA-regulated U.S. plan and $2.7 million
to its non-ERISA regulated and other plans.

Estimated future benefit payments to be made from the Company’s plans are as follows:

Other
Pension Postretirement

Fiscal Year: Benefits Benefits
2014 ettt ettt $ 15,967 $ 3,371
2015ttt ettt ettt 19,966 3,397
20T6..e ettt 17,787 3,398
2017 ettt ettt ettt 19,699 3,409
20T8. ettt ettt 16,015 3,321
2009 = 2023 ..ttt 97,776 15,977
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Fair Values of Pension Plan Assets

Assets held by the Company's defined benefit pension plans primarily consist of domestic and international equity securities,
fixed income securities, and alternative investments. During fiscal year 2012, domestic and international equity securities included
direct investments in common stock as well as investments in commingled funds and common collective trusts. During fiscal year
2013, equity securities were primarily invested in actively-traded mutual funds with underlying common stock investments in U.S.
and foreign companies ranging in size from small to large corporations. The methodologies for determining the fair values of the
plan assets are outlined below. Where the values are based on quoted prices for the securities in an active market, they are classified
as Level 1 of the fair value hierarchy. Where secondary pricing sources are used, they are classified as Level 2 of the hierarchy.
Pricing models that use significant unobservable inputs are classified as Level 3.

*  Domestic and international equity securities:

Common stock: Shares of equity securities invested in actively-traded mutual funds are valued based on the net asset
values of the units held in the respective funds which are determined by obtaining quoted prices on nationally recognized
securities exchanges. Direct investment in shares of common stock are valued at the unadjusted official closing price
as defined by the most active market, or at the most recent trade price of the security at the close of the active market.
These securities are classified as Level 1.

Commingled funds and common collective trusts: These assets are valued at the net asset values of shares held at the
valuation date, based on the quoted market prices of the underlying assets of the funds or trusts. The investments are
valued using the net asset value of the fund or trust as a practical expedient for fair market value and are classified as
Level 2. These investment vehicles hold equity securities and cash.

»  Fixed income securities: Fixed income investments that are held through mutual funds are valued based on the net asset
values of the units held in the respective funds, which are determined by obtaining quoted prices on nationally recognized
securities exchanges. These securities are classified as Level 1. Other fixed income investments are valued at an
estimated price that a dealer would pay for a similar security on the valuation date using observable market inputs and
are classified as Level 2. These market inputs may include yield curves for similarly rated securities. Small amounts
of cash are held in common collective trusts. Fixed income securities also include insurance assets, which are valued
based on an actuarial calculation. Those securities are classified as Level 3.

»  Alternative investments: Real estate assets are valued using valuation models that incorporate income and market
approaches, including external appraisals, to derive fair values. The hedge fund allocation is a fund of hedge funds
and is valued by the manager based on the net asset value of each fund. These models use significant unobservable
inputs and are classified as Level 3 within the fair value hierarchy.
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Fair values of the assets of the Company’s pension plans as of March 31, 2013 and 2012, classified based on how their
values were determined under the fair value hierarchy are as follows:

March 31, 2013
Level 1 Level 2 Level 3 Total

DOMEStIC EQUILY SECUTTLIES ........coevvveeieeeerceceeeteeeeeeteee et reas e seeesenens $ 83,233 § — 3 — 3 83,233

International eqUIty SECUITLIES ...........ocvevevieiieereeiieeeeee ettt et 23,931 — — 23,931

Fixed income securities e 61,553 10,300 7,435 79,288
Alternative investments:

Real €StAte TUN.........c.eovieeeeeeeeeeeeeee ettt eae e eeeeeneas — — 8,933 8,933

Hedge fUnd.......c.oceiiiiiiiiiiccrcc ettt es — — 10,557 10,557

TOtAl INVESTINENES .......eeeee e e ee e e e e e e e e e eeaeeeeeeeseeeeeeeseeeaeeeeseenneas $ 168,717 $ 10,300 $ 26,925 $ 205,942

March 31, 2012

Level 1 Level 2 Level 3 Total

DOmeStic €qUILY SECUITHIES. .........cveviviieretieeeeeeeeeeee ettt st es et teee s eveeas $ 26,025 $ 55,420 $ — 3 81,445

International €qUItY SECUTILIES ...........c.covevverieviieriitieeeeereeree ettt er e enas 20,935 — — 20,935

Fixed income securities S 21,470 51,708 6,083 79,261
Alternative investments:

Real estate fUN .........c.coouiiiiiieiicieieicee e — — 8,358 8,358

Hedge fUNA ...ttt — — 9,526 9,526

TOtal INVESTMENES. .......eeviieeeeeeeeeeeeeeee ettt ettt e e e e et ee e e e et eeaesaeeeeeeesaes $ 68,430 $ 107,128  $ 23,967 $ 199,525

M

Includes high yield securities and cash and cash equivalent balances.

During fiscal year 2013, the Company retained an investment manager for the assets of the Company's U.S. ERISA-regulated
defined benefit plan, and a higher percentage of assets are now held in actively traded funds with quoted prices. As a result, the
proportion of assets classified as Level 1 is significantly higher than at March 31, 2012.

Other Benefit Plans

Universal and several subsidiaries offer employer defined contribution savings plans. Amounts charged to expense for
these plans were approximately $1.5 million for fiscal year 2013, $1.1 million for fiscal year 2012, and $1.3 million for fiscal year
2011.
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NOTE 12. COMMON AND PREFERRED STOCK
Common Stock

At March 31, 2013, the Company’s shareholders had authorized 100,000,000 shares of its common stock, and 23,343,973
shares were issued and outstanding. Holders of the common stock are entitled to one vote for each share held on all matters requiring
a vote. Holders of the common stock are also entitled to receive dividends when, as, and if declared by the Company’s Board of
Directors. The Board of Directors customarily declares and pays regular quarterly dividends on the outstanding common shares;
however, such dividends are at the Board’s full discretion, and there is no obligation to continue them. If dividends on the Company’s
Series B 6.75% Convertible Perpetual Preferred Stock (the “Preferred Stock” or “Preferred Shares”) are not declared and paid for
any dividend period, then the Company may not pay dividends on the common stock or repurchase common shares until the dividends
on the Preferred Stock have been paid for a period of four consecutive quarters.

Universal’s Board of Directors has authorized programs to repurchase outstanding shares of the Company’s common stock.
Under these programs, the Company has made and may continue to make share repurchases from time to time in the open market
or in privately negotiated transactions at prices not exceeding prevailing market rates. In November 2009, Universal’s Board of
Directors authorized a program (the “2009 program”) to repurchase up to $150 million of the Company’s outstanding common shares.
The Company completed purchases of shares under this program, and it was terminated in November 2011. A total of 1,589,701
shares of common stock were repurchased under the 2009 program at a total cost of approximately $70 million (average price per
share of $44.02). In November 2011, the Board of Directors authorized a program to repurchase up to $100 million of the Company’s
outstanding common shares (the “2011 program”). It expires on November 15, 2013. To date, the Company has purchased 169,432
shares of common stock under the 2011 program at an aggregate cost of $8.6 million (average price per share of $50.94), all during
fiscal year 2013. At March 31, 2013, the available authorization for future share repurchases under the 2011 program was
approximately $91 million.

Total share repurchases for the fiscal years ended March 31, 2013, 2012, and 2011 were as follows:

Fiscal Year Ended March 31,

2013 2012 2011
Number of shares repuIrChased................c.oeeveuiieieiieeceececeee ettt nnenene 169,432 80,191 1,113,125
Cost of shares repurchased (in thousands of dollars)...............cccceueveieieieiiieicieeeeeee e $ 8,631 $ 3488 § 46,696
Weighted-average COSt PEI SRATC..............ccociieiieeieeieeeecceee ettt ettt ettt er e ae et eseneerene $ 5094 §$ 4349 $ 41.95

Preferred Stock

The Company is also authorized to issue up to 5,000,000 shares of preferred stock, 500,000 shares of which have been
reserved for Series A Junior Participating Preferred Stock and 220,000 shares of which have been reserved for Series B 6.75%
Convertible Perpetual Preferred Stock. No Series A Junior Participating Preferred Stock has been issued. In 2006, 220,000 shares
of Series B 6.75% Convertible Perpetual Preferred Stock (the “Preferred Stock™ or “Preferred Shares”) were issued under this
authorization. At March 31, 2013, 219,999 shares were issued and outstanding. The Preferred Stock has a liquidation preference
of $1,000 per share. Holders of the Preferred Shares are entitled to receive quarterly dividends at the rate of 6.75% per annum on
the liquidation preference when, as, and if declared by the Company’s Board of Directors. Dividends are not cumulative in the event
the Board of Directors does not declare a dividend for one or more quarterly periods. Under the terms of the Preferred Stock, the
Board of Directors is prohibited from declaring regular dividends on the Preferred Shares in any period in which the Company fails
to meet specified levels of shareholders’ equity and net income; however, in that situation, the Board of Directors may instead declare
such dividends payable in shares of the Company’s common stock or from net proceeds of common stock issued during the ninety-
day period prior to the dividend declaration. The Preferred Shares have no voting rights, except in the event the Company fails to
pay dividends for four consecutive or non-consecutive quarterly dividend periods or fails to pay the redemption price on any date
that the Preferred Shares are called for redemption, in which case the holders of Preferred Shares will be entitled to elect two additional
directors to the Company’s Board to serve until dividends on the Preferred Stock have been fully paid for four consecutive quarters.
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The Preferred Shares are convertible at any time, at the option of the holder, into shares of the Company’s common stock
at a conversion rate that is adjusted each time the Company pays a dividend on its common stock that exceeds $0.43 per share. The
conversion rate at March 31, 2013, was 21.8475 shares of common stock per preferred share, which represents a conversion price
of approximately $45.77 per common share. Upon conversion, the Company may, at its option, satisfy all or part of the conversion
value in cash.

During the period from March 15, 2013 to March 15, 2018, the Company may, at its option, cause the Preferred Shares to
be automatically converted into shares of common stock that are issuable at the prevailing conversion rate, only if the closing price
of the common stock during a specified period exceeds 135.00% of the then prevailing conversion price. With this conversion, the
Company may, at its option, satisfy all or part of the conversion value in cash in lieu of delivering shares. On or after March 15,
2018, the Company may, at its option, redeem all or part of the outstanding Preferred Shares for cash at the $1,000 per share liquidation
preference.

NOTE 13. EXECUTIVE STOCK PLANS AND STOCK-BASED COMPENSATION
Executive Stock Plans

The Company’s shareholders have approved executive stock plans under which officers, directors, and employees of the
Company may receive grants and awards of common stock, restricted stock, restricted stock units (“RSUs”), performance share
awards (“PSAs”), stock appreciation rights (“SARs”), incentive stock options, and non-qualified stock options. Currently, grants
are outstanding under the 1997 Executive Stock Plan, the 2002 Executive Stock Plan, and the 2007 Stock Incentive Plan. Together,
these plans are referred to in this disclosure as the “Plans.” Up to 2 million shares of the Company’s common stock may be issued
under each of the Plans; however, direct awards of common stock, restricted stock, or RSUs are limited to 500,000 shares under the
2002 Executive Stock Plan and 1,350,000 shares under the 2007 Stock Incentive Plan.

The Company’s practice is to award grants of stock-based compensation to officers at the first regularly-scheduled meeting
of the Executive Compensation, Nominating, and Corporate Governance Committee of the Board of Directors (the “Compensation
Committee”) in the fiscal year following the public release of the Company’s financial results for the prior year. Since fiscal year
2006, grants have included restricted stock, RSUs, PSAs, and stock-settled SARs. In the current fiscal year, the Compensation
Committee awarded only grants of RSUs and PSAs and did not award any grants of SARs. Prior to 2006, non-qualified stock options
were the primary form of stock-based compensation awarded, and some of those options remained outstanding at March 31, 2013.
Outside directors automatically receive restricted stock units or shares of restricted stock following each annual meeting of
shareholders.

Non-qualified stock options and SARs granted under the Plans have an exercise price equal to the market price of a share
of common stock on the date of grant. All stock options currently outstanding under the Plans are fully vested and exercisable, and
they expire 10 years after the grant date. SARs granted under the Plans vest in equal one-third tranches one, two, and three years
after the grant date and expire 10 years after the grant date, except that SARs granted after fiscal year 2007 expire on the earlier of
3 years after the grantee’s retirement date or 10 years after the grant date. RSUs awarded under the Plans vest 5 years from the grant
date and are then paid out in shares of common stock. Under the terms of the RSU awards, grantees receive dividend equivalents
in the form of additional RSUs that vest and are paid out on the same date as the original RSU grant. The PSAs vest 3 years from
the grant date, are paid out in shares of common stock at the vesting date, and do not carry rights to dividends or dividend equivalents
prior to vesting. Shares ultimately paid out under PSA grants are dependent on the achievement of predetermined performance
measures established by the Compensation Committee and can range from zero to 150% of the stated award. RSUs awarded to
outside directors vest 3 years after the grant date, and restricted stock vests upon the individual’s retirement from service as a director.
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Stock Options and SARs

The following tables summarize the Company’s stock option and SAR activity and related information for fiscal years 2011
through 2013:

Weighted-
Weighted- Average
Average Contractual Aggregate
Exercise Term Intrinsic
Shares Price (in years) Value

Fiscal Year Ended March 31, 2011:

Outstanding at beginning Of YEar .............c.ceiieveriieeeeieeeeee e 831,798 § 48.36

GIANLEA ...ttt 153,600 39.71
Cancelled/EXPIred.............ocviviuieieiieeeectet ettt ettt enns (62,800) 62.66

Outstanding at end Of YEAr............cocveveviuiiierieiieieeeeeee e 922,598 45.94

Fiscal Year Ended March 31, 2012:

GIANTEA ...ttt 170,400 37.86

EXETCISEA ...ttt ettt (195,948) 35.82
Cancelled/EXPIred.............oovivviuieriiieeeeeeteteee ettt ettt enens (41,200) 59.25

Outstanding at end Of YEAT............ccocvcveviuiiiereiiieeccieee et 855,850 46.01

Fiscal Year Ended March 31, 2013:

EXEICISEA ...ttt ettt ettt eneeaennans (407,758) 41.21
Cancelled/@XPIred.............oovivvivieriieeeeeeet ettt ettt s e nens (29,615) 54.83

Outstanding at end OF YEAT.............cccocveviuievereiieeeeeeee et enens 418,477 $ 50.07 529 §$ 3,617
Exercisable at €nd OF YEAT ..........c.ccocveveviuiieeieiiceeeceeee et 270,201 $ 56.48 385 § 999
Expected to vest in future Periods ..............ceeveveverereverereeeeeeeeeeeeeeee e enens 148276 $ 38.39 792 % 2,618

Fiscal Year Ended March 31,

2013 2012 2011

Total intrinsic value of stock options and SARS eXercised..........c.coovurieiririririeieieeieieeeeeeeeeee e $ 4249 § 1,745  $ —

Total fair value Of SARS VESIEA.........c.cciieieiiiiieieicietce ettt ettt st b st esebesesenens $ 1,460 $ 1,713 § 1,849

Intrinsic value and aggregate intrinsic value in the tables above are based on the difference between the market price of the
underlying shares at the exercise date or balance sheet date, as applicable, and the exercise prices of the stock options and SARs.
The closing market prices used to determine the aggregate intrinsic value at the end of each fiscal year were as follows: $56.04 at
March 31, 2013, $46.60 at March 31, 2012, and $43.54 at March 31, 2011.
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RSUs, Restricted Stock, and PSAs

The following table summarizes the Company’s RSU, restricted stock, and PSA activity for fiscal years 2011 through 2013:

RSUs Restricted Stock PSAs
Weighted- Weighted- ‘Weighted-
Average Average Average
Grant Date Grant Date Grant Date
Shares Fair Value Shares Fair Value Shares Fair Value
Fiscal Year Ended March 31, 2011:
Unvested at beginning of year .................. 207,764 $ 32.50 84,750 $ 40.87 93,019 $ 34.85
Granted..........cceveerincenneeneeeeee 63,992 41.40 — — 38,400 33.95
VESted......oeueueiciciiciecicn e (24,940) 46.35 (7,000) 41.96 — —
Unvested at end of year..............c..coceuee. 246,816 44.07 77,750 40.77 131,419 34.59
Fiscal Year Ended March 31, 2012:
Granted............ooovviviririririiriieeene 84,290 38.28 — — 57,383 35.56
VESted.....oueeiiiecieiree e (39,827) 35.94 (10,350) 37.52 (44,352) 45.96
Forfeited..........cccooveeninienniccnccncenene — — — — (1,984) 33.30
Unvested at end of year................cccooo...... 291,279 43.72 67,400 41.91 142,466 31.45
Fiscal Year Ended March 31, 2013:
Granted............oooveiviririririeirieene 87,780 44.06 — — 92,425 35.25
VESted.....oueeiiiecieiree e (86,925) 52.42 (7,550) 43.74 (94,725) 29.67
Forfeited.........ccovveeninicnnccncceeneneee — — — — (5,149) 36.15
Unvested at end of year...............c.occvune.. 292,134  $ 41.23 59,850 $ 41.68 135,017  $ 35.12

Shares granted and vested in the above table include dividend equivalents on RSUs and any shares awarded above the base
grant under the performance provisions of PSAs. Shares forfeited or canceled include any reductions from the base PSA grant under
those same performance provisions.
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Stock-Based Compensation Expense
Determination of the Grant Date Fair Value of Stock-Based Compensation

As noted above, the Company granted RSUs, restricted stock, and PSAs during fiscal years 2011 through 2013, and SARs
were granted in fiscal years 2011 and 2012. The fair values of the RSUs, restricted stock, and PSAs were based on the market price
of the common stock on the grant date. The fair values of the SARs were estimated using the Black-Scholes pricing model and the

following assumptions:

Fiscal Year Ended March 31,

2012 2011
Assumptions:
EXPECLEA tRIMTI ...ttt ettt ettt et ettt eae et et ese et et eas e s e s essessese et esees et enseneesessenseneesensessaseesensesesenseneas 5.0 years 5.0 years
EXPECLEd VOLALIIILY ......ooovieiiiceieiee ettt ettt ettt ettt e e et eseas et etese s es et e s et essss et et eas st et eesesetenneseseseas 35.80% 35.30%
EXpected divIAend YICIA..........c.ccooiiiiiiiiriieececeeete ettt ettt ettt ettt ettt et ettt ete et et ts et ettt et et enen 5.07% 4.73%
RISK-TIEE INEETEST TALE ... .c.eieieeieieieteiiieteteiete ettt sesese st e te st ese s et eseses et esese e s esesessesesensesesessesesasessesesesssesensesesanensesesenes 1.66% 2.36%
$7.46 $8.35

The expected term was based on the Company’s historical stock option and SAR exercise data for instruments with
comparable features and economic characteristics. The expected volatility was estimated based on historical volatility of the
Company’s common stock using weekly closing prices. The expected dividend yield was based on the annualized quarterly dividend
rate and the market price of the common stock at grant date. The risk-free interest rate was based on the U.S. Treasury yield curve
in effect at the grant date for securities with a remaining term equal to the expected term of the SARs. Since all SAR grants in fiscal
years 2011 and 2012 were awarded on the same date, the fair values shown in the above table represent the weighted-average grant

date fair values for those years.

Recognition of Compensation Expense

Fair value expense for stock-based compensation is recognized ratably over the period from grant date to the earlier of (1)
the vesting date of the award, or (2) the date the grantee is eligible to retire without forfeiting the award. For employees who are
already eligible to retire at the date an award is granted, the total fair value of the award is recognized as expense at the date of grant.
For the fiscal years ended March 31, 2013, 2012, and 2011, total stock-based compensation expense and the related income tax

benefit recognized were as follows:

Fiscal Year Ended March 31,

2013 2012 2011
6,171  § 5987 $ 5,893
2,005 § 2,063

Total stock-based COMPENSALION EXPEIISE ..........c.ervererierrerieierererieesetesessesessstesessssesesesessesesessesesasessesesnsseses $

Income tax benefit recorded on stock-based compensation €XpPense..............c.ceeveevereereereeeresrereereeeeneneas $ 2,160 $

At March 31, 2013, the Company had $5.1 million of unrecognized compensation expense related to stock-based awards,
which will be recognized over a weighted-average period of approximately 1.3 years. Cash proceeds from the exercise of stock
options were $3.9 million for the fiscal year ended March 31, 2013, and were not material for the fiscal years ended March 31,2012

or 2011.
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NOTE 14. COMMITMENTS AND OTHER MATTERS
Commitments

The Company enters into contracts to purchase tobacco from farmers in a number of the countries in which it operates.
Most contracts cover one annual growing season. Primarily with the farmer contracts in Brazil, Malawi, Mozambique, Zambia, the
Philippines, Guatemala, and Mexico, the Company provides seasonal financing to support the farmers’ production of their crops or
guarantees their financing from third-party banks. At March 31, 2013, the Company had contracts to purchase approximately $792
million of tobacco to be delivered during the coming fiscal year. These amounts are estimates since actual quantities purchased will
depend on crop yields, and prices will depend on the quality of the tobacco delivered and other market factors. Tobacco purchase
obligations have been partially funded by advances to farmers and other suppliers, which totaled approximately $132 million at
March 31, 2013. The Company withholds payments due to farmers on delivery of the tobacco to satisfy repayment of the seasonal
or long-term financing it provided to the farmers. As noted above and discussed in more detail below, the Company also has
arrangements to guarantee bank loans to farmers in Brazil and Malawi, and payments are also withheld on delivery of tobacco to
satisfy repayment of those loans. In addition to its contractual obligations to purchase tobacco, the Company had commitments
related to agricultural materials, approved capital expenditures, and various other requirements that approximated $73 million at
March 31, 2013.

Guarantees and Other Contingent Liabilities

Guarantees of bank loans to growers for crop financing and construction of curing barns or other tobacco producing assets
have long been industry practice in Brazil and support the farmers’ production of tobacco there. During fiscal year 2013, similar
arrangements were established in Malawi in connection with a shift from auction market sourcing to direct procurement in that
country. At March 31,2013, the Company’s total exposure under guarantees issued by its operating subsidiaries for banking facilities
of farmers in Brazil and Malawi was approximately $16 million ($20 million face amount including unpaid accrued interest, less $4
million recorded for the fair value of the guarantees). All of these guarantees expire within one year. As noted above, the subsidiaries
withhold payments due to the farmers on delivery of tobacco and forward those payments to the third-party banks. Failure of farmers
to deliver sufficient quantities of tobacco to the subsidiaries to cover their obligations to the third-party banks could result in a liability
for the subsidiaries under the related guarantees; however, in that case, the subsidiaries would have recourse against the farmers.
The maximum potential amount of future payments that the Company’s subsidiaries could be required to make at March 31, 2013,
was the face amount, $20 million including unpaid accrued interest ($26 million as of March 31, 2012). The fair value of the
guarantees was a liability of approximately $4 million at March 31, 2013, and $6 million at March 31, 2012. In addition to these
guarantees, the Company has other contingent liabilities totaling approximately $3 million at March 31, 2013.

Major Customers

A material part of the Company’s business is dependent upon a few customers. The Company's five largest customers are
Philip Morris International, Inc., Imperial Tobacco Group, PLC, China Tobacco International, Inc., British American Tobacco, PLC,
and Japan Tobacco, Inc. In the aggregate, these customers have accounted for more than 60% of consolidated revenue for each of
the past three fiscal years. For the fiscal years ended March 31, 2013, 2012 and 2011, revenue from Philip Morris International, Inc.
was approximately $550 million, $610 million, and $750 million, respectively. For the same periods, Imperial Tobacco Group, PLC
accounted for revenue of approximately $330 million, $360 million, and $320 million, respectively, and Japan Tobacco, Inc. accounted
for revenue of approximately $200 million, $210 million, and $340 million, respectively. These customers primarily do business
with various affiliates in the Company’s flue-cured and burley leaf tobacco operations. The loss of, or substantial reduction in
business from, any of these customers could have a material adverse effect on the Company.
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Accounts Receivable

The Company’s operating subsidiaries perform credit evaluations of customers’ financial condition prior to the extension
of credit. Generally, accounts receivable are unsecured and are due within 30 days. When collection terms are extended for longer
periods, interest and carrying costs are usually recovered. Credit losses are provided for in the financial statements, and historically
such amounts have not been material. The allowance for doubtful accounts was approximately $8.0 million and $8.3 million at
March 31, 2013 and 2012, respectively. At March 31,2013 and 2012, net accounts receivable by reportable operating segment were
as follows:

March 31,
2013 2012

Flue-cured and burley leaf tobacco operations:
INOTER AMICTICA. ...ttt bbbt bbb bbb s s s e s s s s s anaes $ 56,256 § 44,802
Other regions 297,615 310,489
SUBLOAL.......oiiiieicii ettt ettt ekttt et aees 353,871 355,291
Other tODACCO OPETALIONS ..........ccvieeriereeieeieeieteeeeteeteteseet et eseeseesesteseeseeseseesesesseseesesseseese st esseseesessessesessessesessenseseeseasensesessensesessens 47,876 35,499
Consolidated ACCOUNES TECEIVADIE, NMEL.............eoueeeeeeeeeeeeeeee ettt et e e e et e et et e ete et e et esaeeaeeeseseesaeeeseeasetessesseessesaesseesesaeens $ 401,747  $ 390,790

Sale of Property in Brazil

During fiscal year 2012, the Company sold land and buildings in Brazil that were formerly used for processing, storage,
and office activities in exchange for $9.4 million in cash and two warehouses having an aggregate fair value of approximately $11.2
million. The transaction resulted in a gain of $11.1 million, which is reported in other income in the consolidated statement of
income. In the consolidated statement of cash flows, the cash proceeds received in the transaction are included in proceeds from the
sale of property, plant, and equipment in cash flows from investing activities. The fair value of the warehouses received was excluded
from the statement of cash flows since it was non-cash consideration.

Fire Loss Insurance Settlement

In the early part of fiscal year 2012, an operating subsidiary of the Company in Europe completed settlement of an insurance
claim related to a fire in 2010 that destroyed a portion of its facility and temporarily suspended factory operations. The Company
and its subsidiary maintained general liability, business interruption, and replacement cost property insurance coverage on the facility.
As part of the final settlement, the subsidiary received approximately $9.9 million of insurance proceeds to cover the cost of
reconstructing the damaged portion of the facility and replacing equipment that was destroyed in the fire. A gain of approximately
$9.6 million was recorded on the involuntary conversion of those assets and is reported in other income in the consolidated statement
of income. In addition, the subsidiary received insurance proceeds totaling approximately $6.9 million for business interruption
related to the fire. Approximately $4.8 million of the business interruption recovery was recognized in earnings in fiscal year 2011,
and the remaining $2.1 million was recognized in fiscal year 2012. In the consolidated statement of cash flows, the insurance proceeds
attributable to the property and equipment destroyed in the fire are reported in cash flows from investing activities. All other insurance
proceeds received during fiscal year 2011 or with the final claim settlement in fiscal year 2012 have been reported in cash flows
from operating activities. Reconstruction of the facility was completed and the factory returned to full operations during the first
quarter of fiscal year 2012.
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Assignment of Farmer Contracts and Sale of Related Assets in Brazil

During fiscal year 2011, Universal’s operating subsidiary in Brazil completed the assignment of tobacco production contracts
with approximately 8,100 farmers to Philip Morris Brasil Industria e Comercio (“PMB”), a subsidiary of Philip Morris International
(“PMI”). As part of the transaction, PMB acquired various related assets, including seasonal crop advances outstanding from the
farmers. PMB also assumed the Company’s obligations under guarantees of bank loans to the farmers for crop financing.
Subsequently, the Company also entered into an agreement to process tobaccos bought directly by PMB from farmers beginning
with the 2011 crop year. In addition, the Company continues to sell processed leaf from Brazil to PMI and its subsidiaries. The
Company received total cash proceeds of approximately $34.9 million from the assignment of farmer contracts and sale of related
assets in fiscal year 2011 and recorded a gain of approximately $19.4 million, which was reported in other income in the consolidated
statement of income. The determination of the gain included approximately $5.8 million of goodwill associated with the activities
conveyed.

Statutory Severance and Pension Obligations in Malawi

In fiscal year 2008, the Company’s operating subsidiary in Malawirecorded a charge to accrue statutory severance obligations
based on court rulings that found the severance benefits payable to employees upon retirement, death, involuntary termination, or
termination by mutual agreement under the Malawi Employment Act of 2000, even in cases where employees are covered by a
company-sponsored pension benefit. Because the effect of the court rulings was to entitle some employees to both private pension
benefits and statutory severance benefits in cases of normal retirement, some of the rulings were appealed to higher courts. During
the first quarter of fiscal year 2012, new Employment and Pension legislation was enacted into law in Malawi. The new legislation
changed prior law related to statutory severance benefits by eliminating the requirement to pay those benefits to employees in cases
of normal retirement. At the same time, the legislation created a new requirement to provide pension benefits to employees who
meet specified service criteria. The pension benefit to which employees are entitled under the new law is generally equivalent to
the accumulated statutory severance benefit under the old law, but it considers any pension or gratuity benefits previously or currently
provided to employees under a company’s private pension programs. The Company’s operating subsidiary in Malawi has historically
provided pension and gratuity payments to specified employee groups that reduce or offset the pension obligations provided under
the new law. The Malawi subsidiary accounted for the enactment of the new legislation in its financial statements during the first
quarter of fiscal year 2012 by reversing approximately $4 million of the statutory severance liability no longer required under the
new law.
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NOTE 15. OPERATING SEGMENTS

Universal’s operations involve selecting, procuring, processing, packing, storing, shipping, and financing leaf tobacco for
sale to, or for the account of, manufacturers of consumer tobacco products throughout the world. Through various operating
subsidiaries located in tobacco-growing countries around the world and significant ownership interests in unconsolidated affiliates,
the Company processes and/or sells flue-cured and burley tobaccos, dark air-cured tobaccos, and oriental tobaccos. Flue-cured,
burley, and oriental tobaccos are used principally in the manufacture of cigarettes, and dark air-cured tobaccos are used mainly in
the manufacture of cigars, pipe tobacco, and smokeless tobacco products. A substantial portion of the Company’s revenues are
derived from sales to a limited number of large, multinational cigarette manufacturers.

The principal approach used by management to evaluate the Company’s performance is by geographic region, although the
dark air-cured and oriental tobacco businesses are each evaluated on the basis of their worldwide operations. Oriental tobacco
operations consist principally of a 49% interest in an affiliate, and the performance of those operations is evaluated based on the
Company’s equity in the pretax earnings of that affiliate. Under this structure, the Company has the following primary operating
segments: North America, South America, Africa, Europe, Asia, Dark Air-Cured, Oriental, and Special Services. North America,
South America, Africa, Europe, and Asia are primarily involved in flue-cured and/or burley leaf tobacco operations for supply to
cigarette manufacturers. The Dark Air-Cured group supplies dark air-cured tobacco principally to manufacturers of cigars, pipe
tobacco, and smokeless tobacco products, and the Oriental business supplies oriental tobacco to cigarette manufacturers. From time
to time, the segments may trade in tobaccos that differ from their main varieties, but those activities are not significant to their overall
results. Special Services provides laboratory services, including physical and chemical product testing and smoke testing for
customers.

The five regional operating segments serving the Company’s cigarette manufacturer customer base share similar
characteristics in the nature of their products and services, production processes, class of customer, product distribution methods,
and regulatory environment. Based on the applicable accounting guidance, four of the regions — South America, Africa, Europe,
and Asia — are aggregated into a single reporting segment, “Other Regions”, because they also have similar economic characteristics.
North America is reported as an individual operating segment because its economic characteristics differ from the other regions,
generally because its operations require lower working capital investments for crop financing and inventory. The Dark Air-Cured,
Oriental and Special Services segments, which have dissimilar characteristics in some of the categories mentioned above, are reported
together as “Other Tobacco Operations” because each is below the measurement threshold for separate reporting.

Universal incurs overhead expenses related to senior management, finance, legal, and other functions that are centralized
at its corporate headquarters, as well as functions performed at several sales and administrative offices around the world. These
overhead expenses are allocated to the various operating segments, generally on the basis of tobacco volumes planned to be purchased
and/or processed. Management believes this method of allocation is representative of the value of the related services provided to
the operating segments. The Company evaluates the performance of its segments based on operating income after allocated overhead
expenses (excluding significant non-recurring charges or credits), plus equity in the pretax earnings of unconsolidated affiliates.
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Reportable segment data as of or for the fiscal years ended March 31, 2013, 2012, and 2011, is as follows:

Sales and Other Operating Revenues Operating Income
Fiscal Year Ended March 31, Fiscal Year Ended March 31,
2013 2012 2011 2013 2012 2011
Flue-cured and burley leaf tobacco operations:
North AMerica.........ccooveeevierenicerneneeennene $ 334,676 S 314,248 $ 340,366 $ 19,740 § 30,037 $ 59,278
Other Regions O e 1,871,880 1,893,388 1,944,410 192,556 180,670 169,989
Subtotal..........ccovriiiec e 2,206,556 2,207,636 2,284,776 212,296 210,707 229,267
Other Tobacco Operations O i 255,143 239,241 286,751 20,461 12,841 28,658
Segment total............ocoeuririiieeeeeeeee e 2,461,699 2,446,877 2,571,527 232,757 223,548 257,925
Deduct:
Equity in pretax earnings of unconsolidated
affiliates @ v (5.635) (3.195) (8,634)
Restructuring and impairment costs @ (4,113) (11,661) (21,504)
(Charge f(.)r)‘ reversal o(agiuropean
Commission fines =~ .oooovevveiiiiiiiiinne — (49,091) 7,445

Add:

Other income O i — 20,703 19,368
Consolidated total............ccoeerreirrerircree $ 2,461,699 $§ 2,446,877 $§ 2,571,527 $ 223,009 $ 180,304 § 254,600
Segment Assets Goodwill
March 31, March 31,
2013 2012 2011 2013 2012 2011

Flue-cured and burley leaf tobacco operations:
NOIth AMETICA.....eeeveeeeeeeeeee e, $ 295,785 $ 256,546 $ 289,950 $ — 3 — 3 —
Other Regions O e 1,682,581 1,712,970 1,612,558 96,667 96,564 96,543
Subtotal..........cccvvieenieinceeceeee 1,978,366 1,969,516 1,902,508 96,667 96,564 96,543
Other Tobacco Operations O 327,789 297,403 325,359 1,713 1,713 1,713
Segment and consolidated totals .......................... $ 2,306,155 $§ 2266919 § 2227867 $ 98,380 $ 98,277 $ 98,256

Depreciation and Amortization Capital Expenditures
Fiscal Year Ended March 31, Fiscal Year Ended March 31,
2013 2012 2011 2013 2012 2011

Flue-cured and burley leaf tobacco operations:
North America.........c.ccoveeveeerenicerreneeennenes $ 11,017 $ 10,201 $ 11,866 $ 2,459 $ 438 § 3,080
Other Regions O e 30,118 29,475 28,541 24,886 32,059 34,324
Subtotal..........ccovviiireerce e 41,135 39,676 40,407 27,345 32,497 37,404
Other Tobacco Operations O i 3,981 4,190 4,865 3,438 5,677 1,725
Segment and consolidated totals .......................... $ 45,116 $ 43,866 $ 45272 $ 30,783 $ 38,174  $ 39,129

M Includes South America, Africa, Europe, and Asia regions, as well as inter-region eliminations.

@ Includes Dark Air-Cured, Oriental and Special Services, as well as inter-company eliminations. Oriental does not contribute significantly to the reported amounts
for sales and other operating revenues, goodwill, depreciation and amortization, or capital expenditures because its financial results consist principally of equity
in the pretax earnings of an unconsolidated affiliate. The investment in the unconsolidated affiliate is included in segment assets and was approximately
$91.8 million, $89.7 million, and $110.8 million, at March 31, 2013, 2012, and 2011, respectively.

® Item is included in segment operating income, but is not included in consolidated operating income.

“

Item is not included in segment operating income, but is included in consolidated operating income.
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Geographic data as of, or for, the fiscal years ended March 31, 2013, 2012, and 2011, is presented below. Sales and other
operating revenues are attributed to individual countries based on the final destination of the shipment. Long-lived assets generally
consist of net property, plant, and equipment, goodwill, and other intangibles.

Geographic Data Sales and Other Operating Revenues

Fiscal Year Ended March 31,

2013 2012 2011
UNIEA SEALES. ...ttt ettt eeeetena $ 324,285 $ 315,610 $ 340,313
BEIZIUI ...ttt ettt ekttt 203,539 210,425 345,774
CRUNA L.ttt bbb bbb bbb bbb bbbt b s s b s e b s s b s s b bbb s s s s s s e 229,112 210,436 168,309
GIETINANY ...ttt ettt ettt ee b e st eteese e eseeteebe st ese s essessese s esses e s esseseebessesseseesessesesessessesessessessasensesanne 128,144 210,791 267,087
AlL OthEr COUNIIIES ...ttt ettt ettt ettt neescaene 1,576,619 1,499,615 1,450,044
ConSOLAALEd TOLAL........c.cveiiieieieieieieiceee ettt bbb $ 2,461,699 $ 2,446,877 $ 2,571,527
Long-Lived Assets

Fiscal Year Ended March 31,

2013 2012 2011
URIEEA SEALES. ....vivivitiiieiecieictceeieicteie ettt ettt ettt te s s st ss st st sessseseseseseses et esesesesesesesesesesssesesnsesesnansas $ 67,085 § 75,330 § 88,910
BIAZIL ..ottt ee 137,133 139,484 141,535
MOZAMDIGUE........vimieitincieietie ettt ettt ettt etttk a et e et beneescane 48,016 50,475 53,854
ALL OtHET COUNITIES ......cvieieieiiiieieiietetet ettt ettt ettt b et et ae s e et e s et et eseses et esesessesesenessesesensesesanennas 134,282 137,169 131,950
CONSOIIAAEA TOTAL.........eeeeeeeeeeee ettt et e et e et et et e e et et e eaees e e s eeae st eeseeseeaseesesaeeneeesesanenan $ 386,516 $ 402,458  $ 416,249
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NOTE 16. UNAUDITED QUARTERLY FINANCIAL DATA
Unaudited quarterly financial data for the fiscal years ended March 31, 2013 and 2012, is provided in the table below. Due

to the seasonal nature of the Company's business, management believes it is generally more meaningful to focus on cumulative rather
than quarterly results.

First Second Third Fourth
Quarter Quarter Quarter Quarter
Fiscal Year Ended March 31, 2013
Sales and other Operating reVENUES..............c.cvveuevveeeriereeeeeereereeee e e e esenns $ 461,391 $ 675,187 $ 680,029 $ 645,092
GIOSS PIOFIE ..ottt 92,030 138,049 125,441 106,897
NEEINCOME ...ttt ettt 25,233 49,286 39,715 26,685
Net income attributable to Universal Corporation................ccccoeveeeevveeereereeveeenennns 23,125 47,981 35,542 26,102
Earnings available to Universal Corporation common shareholders after
dividends on convertible perpetual preferred stock..............coovevveierivieciieiieieenn, 19,413 44,268 31,830 22,389
Earnings per share attributable to Universal Corporation common shareholders:
BASIC ...ttt 0.83 1.89 1.36 0.96
DIIULEA ...ttt 0.81 1.68 1.25 0.92
Cash dividends declared per share of convertible perpetual preferred stock............ 16.88 16.87 16.88 16.87
Cash dividends declared per share of common stocK..............ccceeuievriereeierereinennnn. 0.49 0.49 0.50 0.50
Market price range of common stock:
HIZR o 47.40 51.10 52.25 58.36
LOW o 44.08 44.03 45.62 51.29
Fiscal Year Ended March 31, 2012
Sales and other Operating rEVEINUES................ccceevevevevevereeereeeeereeeese et $ 479,465 $ 641,026 $ 672,420 $ 653,966
GTOSS PIOTIL ....oiviceiiiiceect ettt ettt ettt ettt eese s s e e eae s eneesenens 94,358 119,426 147,105 111,103
NEt INCOME (L0SS) ...ttt ettt s e et e e eaeeeeneeneeaens 17,322 (7,997) 61,602 29,892
Net income (loss) attributable to Universal Corporation...............ccceceveveveeererereneen. 15,888 (8,039) 58,453 25,755
Earnings (loss) available to Universal Corporation common shareholders after
dividends on convertible perpetual preferred Stock............ccoovvveveieiiieiieieiinne. 12,176 (11,752) 54,741 22,042
Earnings (loss) per share attributable to Universal Corporation common
shareholders:
BASIC ..ot 0.52 (0.51) 2.36 0.95
DAIULEA . ...t 0.52 (0.51) 2.06 0.91
Cash dividends declared per share of convertible perpetual preferred stock............ 16.88 16.87 16.88 16.87
Cash dividends declared per share of common stock .............cccovveivvivveviiiiveicienn, 0.48 0.48 0.49 0.49
Market price range of common stock:
HIZR ot 45.72 41.48 47.38 48.60
LOW e 36.94 35.11 35.78 44.88

Note:  Earnings per share amounts for each fiscal year may not equal the total of the four quarterly amounts due to differences in
weighted-average outstanding shares for the respective periods and to the fact that the Company’s convertible perpetual
preferred stock may be antidilutive for some periods.
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UNIVERSAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Significant items included in the quarterly results were as follows:

» Second Quarter 2013 — restructuring costs of approximately $3.7 million primarily related to workforce reductions in the
Company’s operations in Africa. The restructuring costs reduced net income attributable to Universal Corporation by $1.5 million
and diluted earnings per share by $0.05.

 FirstQuarter 2012 —restructuring costs of $6.9 million that included approximately $3.8 million for employee termination benefits,
primarily related to the Company’s U.S. operations, and $3.1 million of costs incurred to exit a supplier arrangement in Europe
in response to market changes. The restructuring costs reduced net income attributable to Universal Corporation by $4.4 million
and diluted earnings per share by $0.19. The Company also recorded a $9.6 million gain on insurance settlement proceeds to
replace factory and equipment lost in a fire at a plant in Europe. The gain on insurance settlement proceeds increased net income
attributable to Universal Corporation by $6.2 million and diluted earnings per share by $0.27.

» Second Quarter 2012 — restructuring costs of $3.0 million primarily related to voluntary and involuntary terminations in the
Company’s operations in the U.S. and South America that reduced net income attributable to Universal Corporation by $1.9
million and diluted earnings per share by $0.08. In addition, the Company recorded a charge of $49.1 million to accrue a fine
and accumulated interest imposed jointly on the Company and Deltafina, S.p.A. (“Deltafina”), its Italian subsidiary, by the
European Commission related to tobacco buying practices in Italy. The charge reflected a September 2011 appeals court decision
rejecting Deltafina’s application to reinstate its immunity in the case. The charge reduced net income attributable to Universal
Corporation by $46.2 million and diluted earnings per share by $1.85. Deltafina has appealed the September 2011 appeals court
decision to the next court level.

* Third Quarter 2012 — a gain of $11.1 million on the sale of land and buildings in Brazil that were most recently used for storage
activities. The gain increased net income attributable to Universal Corporation by $7.2 million and diluted earnings per share
by $0.25.

» Fourth Quarter 2012 —restructuring costs of approximately $1.4 million primarily related to voluntary and involuntary separations

in various locations. The restructuring costs reduced net income attributable to Universal Corporation by $0.9 million and diluted
earnings per share by $0.03.
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Report of Ernst & Young LLP, Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Universal Corporation

We have audited the accompanying consolidated balance sheets of Universal Corporation as of March 31, 2013 and 2012, and the
related consolidated statements of income, comprehensive income, changes in sharecholders’ equity, and cash flows for each of the
three years in the period ended March 31, 2013. Our audits also included the financial statement schedule listed in the Index at Item
15(a). These financial statements and schedule are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position
of Universal Corporation at March 31, 2013 and 2012, and the consolidated results of its operations and its cash flows for each of
the three years in the period ended March 31, 2013, in conformity with U.S. generally accepted accounting principles. Also, in our
opinion, the related financial statement schedule, when considered in relation to the basic financial statements taken as a whole,
presents fairly in all material respects the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Universal
Corporation’s internal control over financial reporting as of March 31, 2013, based on criteria established in Internal Control—

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
May 24, 2013 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Richmond, Virginia
May 24, 2013

87



Report of Ernst & Young LLP, Independent Registered Public Accounting Firm,
on Internal Control Over Financial Reporting

The Board of Directors and Shareholders of
Universal Corporation

We have audited Universal Corporation’s internal control over financial reporting as of March 31, 2013, based on criteria established
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the
COSOcriteria). Universal Corporation’s management is responsible for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s
Report on Internal Control over Financial Reporting in Item 9A. Our responsibility is to express an opinion on the company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of'its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Universal Corporation maintained, in all material respects, effective internal control over financial reporting as of
March 31, 2013, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Universal Corporation as of March 31, 2013 and 2012, and the related consolidated statements of
income, comprehensive income, changes in shareholders’ equity, and cash flows for each of the three years in the period ended
March 31, 2013 and our report dated May 24, 2013 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Richmond, Virginia
May 24, 2013
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

For the three years ended March 31, 2013, there were no changes in independent auditors, nor were there any disagreements
between the Company and its independent auditors on any matter of accounting principles, practices, or financial disclosures.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be
disclosed in reports filed by the Company under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the SEC rules and forms and that such information is accumulated and communicated to the Company’s
management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding
required disclosure. The Company’s Chief Executive Officer and Chief Financial Officer evaluated, with the participation of the
Company’s management, the effectiveness of the Company’s disclosure controls and procedures (as defined in Exchange Act Rule
13a-15(e)), as of the end of the period covered by this Annual Report. Based on this evaluation, the Company’s management, including
its Chief Executive Officer and Chief Financial Officer, concluded that the Company’s disclosure controls and procedures were
effective.

Management’s Report on Internal Control Over Financial Reporting

The Company’s management is responsible for establishing and maintaining effective internal control over financial
reporting as defined in Rule 13a-15(f) under the Exchange Act. The Company’s internal control over financial reporting is designed
to provide reasonable assurance to management and the Board of Directors regarding the preparation and fair presentation of the
consolidated financial statements. Due to inherent limitations, internal control over financial reporting may not prevent or detect all
errors or misstatements in the financial statements, and even control procedures that are determined to be effective can provide only
reasonable assurance with respect to financial statement preparation and presentation. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions.

As required by Exchange Act Rule 13a-15(c), the Company’s Chief Executive Officer and Chief Financial Officer, with
the participation of other members of management, assessed the effectiveness of the Company’s internal control over financial
reporting as of March 31, 2013. The evaluation was based on the criteria set forth in “Internal Control — Integrated Framework”
issued by the Committee of Sponsoring Organizations of the Treadway Commission (“the COSO criteria”). Based on this assessment,
the Company’s management concluded that the Company’s internal control over financial reporting was effective as of March 31,
2013.

The Company’s independent registered public accounting firm, Ernst & Young LLP, has audited the Company’s internal
control over financial reporting as of March 31, 2013. Their report on this audit appears on page 88 of this Annual Report.

Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internal control over financial reporting that occurred during the Company’s last
fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial
reporting.

Item 9B. Other Information

None.
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PART IIT

Item 10. Directors, Executive Officers, and Corporate Governance

Exceptas to the matters set forth below, information required by this Item is incorporated herein by reference to the Company’s

2013 Proxy Statement.

The following are executive officers of the Company as of May 24, 2013:

Name and Age

Position

Business Experience During Past Five Years

G. C. Freeman, III (50)

W. K. Brewer (54)

D. C. Moore (57)

T. G. Broome (59)

P. D. Wigner (44)

J. A. Huffman (51)

C. C. Formacek (53)

R. M. Peebles (55)

Chairman, President and
Chief Executive Officer

Executive Vice President and
Chief Operating Officer

Senior Vice President and
Chief Financial Officer

Executive Vice President and
Sales Director, Universal
Leaf Tobacco Company, Inc.

Vice President, General
Counsel and Secretary

Senior Vice President,
Information and Planning,
Universal Leaf Tobacco
Company, Inc.

Vice President and Treasurer

Vice President and Controller

Mr. Freeman was elected Chairman of the Board in August 2008, Chief
Executive Officer effective April 2008, President in December 2006,
and Vice President in November 2005. Mr. Freeman served as General
Counsel and Secretary from February 2001 until November 2005 and
has been employed with the Company since 1997.

Mr. Brewer was elected Executive Vice President and Chief Operating
Officer in August 2008, Vice President of Universal Corporation in
August 2007, and Executive Vice President of Universal Leaf Tobacco
Company, Incorporated (“Universal Leaf”’) in March 2006. Mr. Brewer
served as President of Universal Leaf North America U.S., Inc. from
January 2002 until March 2006. He has been employed with the
Company since 1977.

Mr. Moore was elected Senior Vice President and Chief Financial
Officer effective September 2008. Mr. Moore served as Vice President
and Chief Administrative Officer from April 2006 until September
2008, as Senior Vice President of Universal Leaf from September 2005
until April 2006, and as Managing Director of Universal Leaf
International SA from April 2002 until September 2005. He has been
employed with the Company since 1978.

Mr. Broome was elected Executive Vice President and Sales Director,
Universal Leaf, in October 2012. From April 2011 through October
2012, Mr. Broome served as Executive Vice President. From September
1998 through March 2011, Mr. Broome served as Senior Vice President-
Sales. He has been employed with the Company since 1994.

Mr. Wigner was elected Vice President in August 2007, and General
Counsel and Secretary in November 2005 and also served as Chief
Compliance Officer from November 2007 until September 2012. Mr.
Wigner served as Senior Counsel of Universal Leaf from November
2004 until November 2005. He has been employed with the Company
since 2003.

Mr. Huffman was elected Senior Vice President, Information and
Planning, Universal Leaf, in August 2007. From September 2003 to
August 2007, Mr. Huffman served as Senior Vice President. From
September 2002 to September 2003, Mr. Huffman served as Vice
President and Controller. He has been employed with the Company
since 1996.

Ms. Formacek was elected Vice President and Treasurer effective April
2012. Ms. Formacek served as Treasurer of Universal Leaf from April
2011 through March 2012. She joined the Company in September 2009
and served as Assistant Treasurer of Universal Leaf from that time
through March 2011. Ms. Formacek formerly served as Treasurer of
Chesapeake Corporation from January 2005 through July 2009.

Mr. Peebles was elected Vice President and Controller in April 2011.
Mr. Peebles joined the Company in September 2003 and served as
Controller from that time through March 2011.

There are no family relationships between any of the above officers.

90



The Company has a Code of Conduct that includes the NYSE requirements for a “Code of Business Conduct and Ethics”
and the SEC requirements for a “Code of Ethics for Senior Financial Officers.” The Code of Conduct is applicable to all officers,
employees, and outside directors of the Company, including the principal executive officer, principal financial officer, and principal
accounting officer. A copy of the Code of Conduct is available through the “Corporate Governance-Overview” section of the
Company’s website at www.universalcorp.com. If the Company amends a provision of the Code of Conduct, or grants a waiver
from any such provision to a director or executive officer, the Company will disclose such amendments and the details of such
waivers on the Company’s website www.universalcorp.com to the extent required by the SEC or the NYSE.

The information required by Items 407(c)(3), (d)(4) and (d)(5) of Regulation S-K is contained under the captions “Corporate
Governance and Committees—Committees of the Board—Compensation Committee,” “Corporate Governance and Committees—
Committees of the Board—Audit Committee” of the Company’s 2013 Proxy Statement and such information is incorporated by
reference herein.

Item 11. Executive Compensation

Refer to the captions “Executive Compensation” and “Directors’ Compensation” in the Company’s 2013 Proxy Statement,
which information is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Refer to the caption “Equity Compensation Information” in the Company’s 2013 Proxy Statement, which information is
incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

Refer to the caption “Certain Transactions” in the Company’s 2013 Proxy Statement, which information is incorporated
herein by reference. The information required by Item 407(a) of Regulation S-K is contained under the caption “Corporate Governance
and Committees—Director Independence” of the Company’s 2013 Proxy Statement and such information is incorporated by reference
herein.

Item 14. Principal Accounting Fees and Services

Refer to the captions “Audit Information — Fees of Independent Auditors” and “Audit Information — Pre-Approval Policies
and Procedures” in the Company’s 2013 Proxy Statement, which information is incorporated herein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) The following are filed as part of this Annual Report:

1. Financial Statements.
Consolidated Statements of Income for the Fiscal Years Ended March 31, 2013, 2012, and 2011
Consolidated Statements of Comprehensive Income for the Fiscal Years Ended March 31, 2013, 2012, and 2011
Consolidated Balance Sheets at March 31, 2013 and 2012
Consolidated Statements of Cash Flows for the Fiscal Years Ended March 31, 2013, 2012, and 2011
Consolidated Statements of Changes in Shareholders’ Equity for the Fiscal Years Ended March 31, 2013, 2012,
and 2011
Notes to Consolidated Financial Statements for the Fiscal Years Ended March 31, 2013, 2012, and 2011
Report of Ernst & Young LLP, Independent Registered Accounting Firm
Report of Ernst & Young LLP, Independent Registered Accounting Firm, on Internal Control Over Financial
Reporting
2. Financial Statement Schedules.
Schedule II — Valuation and Qualifying Accounts
3. Exhibits. The exhibits are listed in the Exhibit Index immediately following the signature pages to this Annual Report.

(b) Exhibits
The response to this portion of Item 15 is submitted as a separate section to this Annual Report.
(c) Financial Statement Schedules

Schedule II — Valuation and Qualifying Accounts appears on the following page of this Annual Report. All other
schedules are not required under the related instructions or are not applicable and therefore have been omitted.
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Schedule II - Valuation and Qualifying Accounts
Universal Corporation
Fiscal Years Ended March 31, 2013, 2012, and 2011

Net
Additions Additions
Balance at (Reversals) Charged Balance
Beginning Charged to Other ) at End
Description of Period to Expense Accounts Deductions of Period
(in thousands of dollars)
Fiscal Year Ended March 31, 2011:
Allowance for doubtful accounts (deducted from accounts
TECEIVADIE) ...t $ 6,857 $ (681) $ — 3 (573) $ 5,603
Allowance for supplier accounts (deducted from advances
to suppliers and other noncurrent assets) .................c......... 56,243 18,666 — 29 74,938
Allowance for recoverable taxes (deducted from other
current assets and other noncurrent assets) ........................ 17,593 3,785 — 748 22,126
Fiscal Year Ended March 31, 2012:
Allowance for doubtful accounts (deducted from accounts
TECEIVADIC) ...t $ 5,603 $ 4244 § — 3 (1,540) $ 8,307
Allowance for supplier accounts (deducted from advances
to suppliers and other noncurrent assets) ................cccoev... 74,938 11,929 — (12,485) 74,382
Allowance for recoverable taxes (deducted from other
current assets and other noncurrent assets) ........................ 22,126 2,564 — 29 24,719
Fiscal Year Ended March 31, 2013:
Allowance for doubtful accounts (deducted from accounts
TECEIVADIE) ......evieeeeiceieceeeeet et $ 8,307 $ 1,788  $ — 3 2,127) $ 7,968
Allowance for supplier accounts (deducted from advances
to suppliers and other noncurrent assets) ................ccceve.. 74,382 1,623 — (21,612) 54,393
Allowance for recoverable taxes (deducted from other
current assets and other noncurrent assets) ........................ 24,719 4,005 — (2,680) 26,044
M Includes direct write-offs of assets and currency remeasurement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

UNIVERSAL CORPORATION
May 24, 2013
By: /s/ GEORGE C. FREEMAN, Il

George C. Freeman, II1
Chairman, President, and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/  GEORGE C. FREEMAN, III Chairman, President, Chief Executive Officer, and Director May 24, 2013
George C. Freeman, I11 (Principal Executive Officer)
/s/ DAVID C. MOORE Senior Vice President and Chief Financial Officer May 24, 2013
David C. Moore (Principal Financial Officer)
/s/  ROBERT M. PEEBLES Vice President and Controller May 24, 2013
Robert M. Peebles (Principal Accounting Officer)
/s/ JOHN B. ADAMS, JR. Director May 24, 2013
John B. Adams, Jr.
/s/ DIANA F. CANTOR Director May 24, 2013

Diana F. Cantor

/s/  CHESTER A. CROCKER Director May 24, 2013
Chester A. Crocker

/s/  CHARLES H. FOSTER, JR. Director May 24, 2013
Charles H. Foster, Jr.
/s/  THOMAS H. JOHNSON Director May 24, 2013

Thomas H. Johnson

/s/  EDDIE N. MOORE, JR. Director May 24, 2013
Eddie N. Moore, Jr.

/s/ JEREMIAH J. SHEEHAN Director May 24, 2013
Jeremiah J. Sheehan

/s/ ROBERT C. SLEDD Director May 24, 2013
Robert C. Sledd
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3.1

3.2

4.1

4.2

43

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

EXHIBIT INDEX

Amended and Restated Articles of Incorporation, effective August 9, 2011 (incorporated herein by reference to the
Registrant’s Current Report on Form 8-K Registration Statement filed August 9, 2011, File No. 001-00652).

Amended and Restated Bylaws (as of August 3, 2010) (incorporated herein by reference to the Registrant’s Current
Report on Form 8-K dated August 3, 2010, File No. 001-00652).

Indenture between the Registrant and Chemical Bank, as trustee (incorporated herein by reference to the Registrant’s
Current Report on Form 8-K dated February 25, 1991, File No. 001-00652).

Specimen Common Stock Certificate (incorporated herein by reference to the Registrant’s Amendment No. 1 to
Registrant’s Form 8-A Registration Statement, dated May 7, 1999, File No. 001-00652).

Form of Fixed Rate Note due December 1, 2014 (incorporated herein by reference to the Registrant’s Current Report
on Form 8-K dated November 20, 2009, File No. 001-00652).

The Registrant, by signing this Report on Form 10-K, agrees to furnish the Securities and Exchange Commission, upon
its request, a copy of any instrument which defines the rights of holders of long-term debt of the Registrant and its
consolidated subsidiaries, and for any unconsolidated subsidiaries for which financial statements are required to be
filed, and that authorizes a total amount of securities not in excess of 10% of the total assets of the Registrant and its
subsidiaries on a consolidated basis.

Form of Universal Leaf Tobacco Company, Incorporated Executive Life Insurance Agreement (incorporated herein by
reference to the Registrant’s Annual Report on Form 10-K for the fiscal year ended June 30, 1994, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated Deferred Income Plan (incorporated herein by reference to the
Registrant’s Report on Form 8, dated February 8, 1991, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated Benefit Replacement Plan (incorporated herein by reference to the
Registrant’s Report on Form 8, dated February 8, 1991, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated 1994 Benefit Replacement Plan (incorporated herein by reference to
the Registrant’s Annual Report on Form 10-K for the fiscal year ended June 30, 1994, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated 1996 Benefit Restoration Plan (incorporated herein by reference to
the Registrant’s Annual Report on Form 10-K for the fiscal year ended June 30, 1998, File No. 001-00652).

Universal Corporation 1994 Amended and Restated Stock Option Plan for Non-Employee Directors dated October 27,
2003 (incorporated herein by reference to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2003, File No. 001-00652).

Form of 2005 Non-Qualified Stock Option Agreement (incorporated herein by reference to the Registrant’s Current
Report on Form 8-K filed June 9, 2005, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated 1994 Deferred Income Plan, amended and restated as of September
1, 1998 (incorporated herein by reference to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1998, File No. 001-00652).

Universal Corporation Outside Directors’ Deferred Income Plan, restated as of October 1, 1998 (incorporated herein
by reference to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 1998, File No.
001-00652).

Revised Form of Universal Corporation Non-Employee Director Restricted Stock Agreement (incorporated herein by
reference to the Registrant’s Current Report on Form 8-K dated June 9, 2010, File No. 001-00652).

Form Change of Control Agreement (incorporated herein by reference to the Registrant’s Current Report on Form 8-
K filed November 10, 2008, File No. 001-00652).
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

Universal Corporation Director’s Charitable Award Program (incorporated herein by reference to the Registrant’s
Annual Report on Form 10-K for the fiscal year ended June 30, 1998, File No. 001-00652).

Universal Corporation 1997 Executive Stock Plan, as amended on August 7, 2003 (incorporated herein by reference
to the Registrant’s Quarterly Report on Form 10-Q for the quarter ended December 31, 2003, File No. 001-00652).

Universal Corporation 2002 Executive Stock Plan, as amended on August 7, 2003 (incorporated herein by reference
to the Registrant’s Annual Report on Form 10-K for the fiscal year ended June 30, 2003, file no. 001-00652).

Form of Restricted Stock Units Award Agreement (incorporated herein by reference to the Registrant’s Current Report
on Form 8-K filed November 10, 2008, File No. 001-00652).

Form of Stock Appreciation Rights Agreement (incorporated herein by reference to the Registrant’s Current Report on
Form 8-K filed June 1, 2006, File No. 001-00652).

Form Stock Appreciation Rights Agreement (incorporated herein by reference to the Registrant’s Current Report on
Form 8-K filed June 3, 2008, File No. 001-00652).

Form Restricted Stock Unit Award Agreement (incorporated herein by reference to the Registrant’s Current Report on
Form 8-K filed June 3, 2008, File No. 001-00652).

Form Stock Appreciation Rights Agreement (incorporated herein by reference to the Registrant’s Current Report on
Form 8-K filed June 3, 2008, File No. 001-00652).

Form of Amended Employee Grantor Trust Enrollment Agreement dated December 29, 2006, between Universal Leaf
Tobacco Company, Incorporated and named executive officers (Allen B. King, George C. Freeman, III, and Hartwell
H. Roper) (incorporated herein by reference to the Registrant’s Current Report on Form 8-K filed January 5, 2007, File
No. 001-00652).

Universal Corporation 2007 Amended and Restated Stock Incentive Plan effective August 7, 2012 (incorporated herein
by reference to Exhibit A to the Registrant’s definitive proxy statement filed June 28, 2012, File No. 001-00652).

Universal Corporation Executive Officer Annual Incentive Plan, as amended (incorporated herein by reference to the
Registrant's definitive proxy statement filed June 25, 2009, File No. 001-00652).

Form of Universal Corporation 2010 Restricted Stock Agreement with Schedule of Awards to named executive officers
(incorporated herein by reference to the Registrant's Annual Report on Form 10-K for the year ended March 31, 2010,
File No. 001-00652).

Form of Universal Corporation Stock Appreciation Rights Agreement for executive officers (incorporated herein by
reference to the Registrant's Annual Report on Form 10-K for the year ended March 31, 2010, File No. 001-00652).

Form of Universal Corporation Performance Share Award Agreement (incorporated herein by reference to the
Registrant's Annual Report on Form 10-K for the year ended March 31, 2010, File No. 001-00652).

Universal Leaf Tobacco Company, Incorporated Deferred Income Plan III, amended and restated as of December 31,
2008 (incorporated herein by reference to the Registrant's Annual Report on Form 10-K for the year ended March 31,
2010, File No. 001-00652).

Universal Corporation Outside Directors' Deferred Income Plan III, amended and restated as of December 31, 2008,
and amended as of February 1, 2010 (incorporated herein by reference to the Registrant's Annual Report on Form 10-
K for the year ended March 31, 2010, File No. 001-00652).

Form of Universal Corporation 2011 Restricted Stock Units Agreement (incorporated herein by reference to the
Registrant's Annual Report on Form 10-K for the year ended March 31, 2011, File No. 001-00652).

Form of Universal Corporation Stock Appreciation Rights Agreement for executive officers (incorporated herein by
reference to the Registrant's Annual Report on Form 10-K for the year ended March 31, 2011, File No. 001-00652).

Form of Universal Corporation Performance Share Award Agreement (incorporated herein by reference to the
Registrant's Annual Report on Form 10-K for the year ended March 31, 2011, File No. 001-00652).
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10.31

10.32

10.33

10.34

12

21

23

31.1

31.2

32.1

322

101

Plea Agreement between Universal Leaf Tobacos Ltda., Universal Corporation and the United States Department of
Justice (incorporated herein by reference to the Registrant’s Current Report on Form 8-K filed August 6, 2010, File
No. 001-00652).

Non-Prosecution Agreement between Universal Corporation and the United States Department of Justice (incorporated
herein by reference to the Registrant’s Current Report on Form 8-K filed August 6, 2010, File No. 001-00652).

Consent of Defendant Universal Corporation and Final Judgment as to Defendant Universal Corporation (incorporated
herein by reference to the Registrant’s Current Report on Form 8-K filed August 6, 2010, File No. 001-00652).

Credit Agreement dated November 3, 2011, among the Registrant, as Borrower; the Lenders from time to time party
thereto; and JPMorgan Chase Bank, N.A., as Administrative Agent, SunTrust Bank, as Syndication Agent and AgFirst
Farm Credit Bank and The Royal Bank of Scotland plc as Co-Documentation Agents (incorporated herein by reference
to the Registrant's Current Report on Form 8-K filed November 8, 2011).

Ratio of Earnings to Fixed Charges and Ratio of Earnings to Combined Fixed Charges and Preference Dividends.*
Subsidiaries of the Registrant.*

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.*

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*
Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

Statement of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350.*

Statement of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350.*

Interactive Data File (Annual Report on Form 10-K, for the fiscal year ended March 31, 2013, furnished in XBRL
(eXtensible Business Reporting Language)).

Attached as Exhibit 101 to this report are the following documents formatted in XBRL: (i) the Consolidated Statements
of Income for each of the three years ended March 31, 2013, 2012 and 2011, (ii) the Consolidated Statements of
Comprehensive Income for each of the three years ended March 31,2013,2012 and 2011, (iii) the Consolidated Balance
Sheets at March 31, 2013 and 2012, (iv) the Consolidated Statement of Cash Flows for each of the three years ended
March 31, 2013, 2012 and 2011, (v) the Consolidated Statement of Shareholders’ Equity for each of the three years
ended March 31, 2013, 2012 and 2011, (vi) the Notes to Consolidated Financial Statements, tagged as blocks of text
and (vii) Schedule II - Valuation and Qualifying Accounts, tagged as blocks of text.

* Filed herewith.
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SHAREHOLDER INFORMATION

ANNUAL MEETING

The Annual Meeting of Shareholders will be held
at the offices of the Company, 9201 Forest Hill
Avenue, Richmond, Virginia, on Tuesday, August
6, 2013. A proxy statement and request for proxies
are included in this mailing to shareholders.

INDEPENDENT AUDITORS

Ernst & Young LLP

The Edgeworth Building

Suite 201, 2100 East Cary Street
Richmond, Virginia 23223

INVESTOR RELATIONS

Contact:
Candace C. Formacek
Vice President and Treasurer

Jennifer S. Rowe
Assistant Vice President, Capital Markets
(804) 359-9311
Information Requests:
(804) 254-3789 or investor @ universalleaf.com

DIVIDEND PAYMENTS

Dividend declarations are subject to approval by
the Company’s Board of Directors. Dividends on
the Company’s common stock have traditionally
been paid quarterly in February, May, August, and
November to shareholders of record on the second
Monday of the previous month.

SEC FORM 10-K

Shareholders may obtain additional copies of the
Company’s annual report to the Securities and
Exchange Commission on its website or by writing
to the Treasurer of the Company.

STOCK LISTED
New York Stock Exchange

STOCK SYMBOL
uvv

DIVIDEND REINVESTMENT PLAN

The Company offers to its common shareholders
an automatic dividend reinvestment and cash
payment plan to purchase additional shares. The
Company bears all brokerage and service fees.
Booklets describing the plan in detail are available
upon request.

TRANSFER AGENT AND
REGISTRAR AND DIVIDEND
REINVESTMENT PLAN AGENT

Wells Fargo Bank, N.A.
Shareowner Services

P.O. Box 64854

St. Paul, Minnesota 55164-0854
(800) 468-9716

or

Universal Corporation
Shareholder Services

(804) 359-9311



P.O. Box 25099
Richmond, VA. 23260

3
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