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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements
ORCHIDS PAPER PRODUCTS COMPANY
BALANCE SHEETS
(Dollars in thousands, except share data)

ASSETS
Current assets:
Cash
Accounts receivable, net of allowance of $118 in 2008 and $100 in 2007
Inventories, net
Income taxes receivable
Prepaid expenses
Deferred income taxes
Total current assets

March 31,
2008
(unaudited)

December 31,
2007

$

$

Property, plant and equipment
Accumulated depreciation
Net property, plant and equipment

3
6,837
5,559
30
434
516
13,379
65,258
(8,797)
56,461

Deferred debt issuance costs, net of accumulated amortization of $579 in 2008 and $570 in 2007
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Current portion of long-term debt
Total current liabilities
Long-term debt, less current portion
Deferred income taxes
Stockholders’ equity:
Common stock, $.001 par value, 25,000,000 shares authorized in 2008 and 2007, 6,328,986 and
6,322,648 shares issued and outstanding in 2008 and 2007, respectively
Additional paid-in capital
Common stock warrants
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity
See notes to financial statements.
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64,899
(8,043)
56,856

113
$ 69,953

$

$

$

4,557
2,694
2,442
9,693

3
5,527
4,874
24
381
516
11,325

122
68,303

4,760
2,460
2,391
9,611

23,872
7,669

23,264
7,386

6
21,952
134
6,627
28,719
$ 69,953

6
21,879
141
6,016
28,042
68,303

$
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ORCHIDS PAPER PRODUCTS COMPANY
STATEMENTS OF INCOME
Three Months Ended March 31,
2008
2007
(unaudited)
(unaudited)
(Dollars in thousands, except
share and per share data)

Net sales

$

20,275

$

16,637

Cost of sales

17,586

14,905

Gross profit

2,689

1,732

Selling, general and administrative expenses

1,385

1,059

Operating income

1,304

673

Interest expense
Other income, net

411
(1)

873
(20)

Income (loss) before income taxes

894

(180)

Provision (benefit) for income taxes:
Deferred

283

(49)

Net income (loss)

$

611

$

(131)

Net income (loss) per share:
Basic
Diluted

$
$

0.10
0.09

$
$

(0.02)
(0.02)

Shares used in calculating net income (loss) per share:
Basic
Diluted

6,327,049
6,554,357

See notes to financial statements.
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6,234,346
6,234,346
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ORCHIDS PAPER PRODUCTS COMPANY
STATEMENTS OF CASH FLO WS
Three Months Ended March 31,
2008
2007
(unaudited)
(unaudited)
(Dollars in thousands)

Cash Flows From Operating Activities
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Depreciation and amortization
Provision for doubtful accounts
Deferred income taxes
Stock option plan expense
Changes in cash due to changes in operating assets and liabilities:
Accounts receivable
Inventories
Income taxes receivable
Prepaid expenses
Accounts payable
Accrued liabilities
Net cash provided by (used in) operating activities

$

Cash Flows From Financing Activities
Principal payments on long-term debt
Net borrowings (repayments) on revolving credit line
Proceeds from the exercise of warrants attached to subordinated debentures
Net cash provided by (used in) financing activities

See notes to financial statements.
-5-

$

763
15
283
51

Cash Flows From Investing Activities
Purchases of property, plant and equipment

Net change in cash
Cash, beginning
Cash, ending
Supplemental Disclosure:
Interest paid
Income taxes paid

611

(131)
849
15
(49)
60

(1,325)
(685)
(6)
(53)
(203)
234
(315)

(388)
(106)
—
(10)
571
119
930

(359)

(77)

(413)
1,072
15
674

(630)
(223)
—
(853)

$

—
3
3

$

—
3
3

$
$

338
6

$
$

778
—
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ORCHIDS PAPER PRODUCTS COMPANY
NOTES TO UNAUDITED INTERIM FINANCIAL STATEMENTS
Note 1 — Basis of Presentation
Orchids Paper Products Company (“Orchids” or the “Company”) was formed in 1998 to acquire and operate the paper manufacturing
facility, built in 1976, in Pryor, Oklahoma. Orchids Acquisition Group, Inc. (“Orchids Acquisition”) was established in November 2003,
for the purpose of acquiring the common stock of Orchids. Orchids Acquisition closed the sale of its equity and debt securities on
March 1, 2004, and immediately thereafter closed the acquisition of Orchids. In April 2005, Orchids Acquisition merged with and into
Orchids, with Orchids as the surviving entity.
On July 20, 2005, the Company completed its public offering of 3,234,375 shares of its common stock. The public offering price of the
shares was $5.33. The net proceeds from the offering were $15,011,000 after deducting the underwriting discount and offering expenses.
The Company’s stock trades on the American Stock Exchange under the ticker symbol “TIS.”
The accompanying financial statements have been prepared without an audit, pursuant to the rules and regulations of the Securities and
Exchange Commission (the “Commission”). Certain information and footnote disclosures normally included in annual financial
statements prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted
pursuant to the rules and regulations. However, the Company believes that the disclosures made are adequate to make the information
presented not misleading when read in conjunction with the audited financial statements and the notes thereto. Management believes that
the financial statements contain all adjustments necessary for a fair statement of the results for the interim periods presented. All
adjustments were of a normal, recurring nature. The results of operations for the interim period are not necessarily indicative of the results
for the entire fiscal year.
For income statement purposes, the Company reclassified certain expenses from selling, general and administrative expenses to cost of
sales at year-end 2007. The income statement for the three months ended March 31, 2007 has been restated to conform to the revised
classification.
Note 2 — Commitments and Contingencies
On August 1, 2007, the Company received a new water discharge permit that requires the Company to expand its existing pre-treatment
facility to reduce biological oxygen demand and total suspended solids from its discharge water. Under the permit, the Company is
required to complete the expansion and make operational its pre-treatment facility by August 1, 2009. The project is in the preengineering phase and is expected to cost approximately $3 million. The cost of this facility is expected to be financed through a
construction loan from the Company’s bank lenders. This loan was included in the bank debt refinancing that closed in April 2007.
In March 2008, the Company announced that its board of directors had approved a capital expenditure of $4.75 million to automate
certain processes in its converting operation. The project will involve the purchase of case packers, conveyors and case unitizing
equipment and should be operational by the fourth quarter of 2008. Contractual commitments in connection with this project were not
material at March 31, 2008.
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Note 3 — Credit Agreements
On April 9, 2007, the Company entered into a credit agreement with its existing bank group, which was subsequently amended on
March 6, 2008. The amended terms were as follows:
•

The revolving line of credit facility was increased from $6.0 million to $8.0 million.

•

The annual limit on unfinanced capital expenditures was increased from $1.5 million to $6.25 million for fiscal year 2008. The
limit reverts to $1.5 million for 2009 and thereafter.

Note 4 — Earnings per Share
The computation of basic and diluted net income per share for the three-month periods ended March 31, 2008 and 2007 is as follows:
Three Months Ended March 31,
2008
2007

Net income (loss) — ($ thousands)

$

Weighted average shares outstanding
Effect of stock options
Effect of dilutive warrants
Weighted average shares outstanding — assuming dilution

$

6,327,049
99,642
127,666
6,554,357

Net income (loss) per share:
Basic
Diluted

$
$

Stock options not considered above because they were anti-dilutive
(1)

611

0.10
0.09
33,750

(131)
6,234,346
— (1)
— (1)
6,234,346

$
$

(0.02)
(0.02) (1)
18,750

Due to net loss, option and warrant shares of 270,764 for the three months ended March 31, 2007 are anti-dilutive and thus not
considered.

Note 6 — Stock Incentive Plan
In April 2005, the board of directors and the stockholders approved the 2005 Stock Incentive Plan (the “Plan”). The Plan provides for the
granting of incentive stock options to employees selected by the board’s compensation committee. The Plan authorizes up to 697,500
shares to be issued. The compensation committee in April 2005 awarded options for 405,000 shares to officers of the Company at an
exercise price of $5.33, which was equal to the initial public offering price of the stock. The options vest 20% on the date of grant and
then ratably 20% over the following four years and have a ten-year term. All share and per share amounts have been adjusted for the 3for-2 stock split that was effected in July 2006. During the third quarter of 2007, unvested options for 93,000 shares were forfeited by
Michael Sage, the Company’s former President and CEO who retired effective July 15, 2007. Mr. Sage exercised his vested options
covering 139,500 shares in October 2007. Options for 225,000 shares were granted effective August 20, 2007, to Robert Snyder, the
Company’s new President and CEO, at an exercise price of $6.81, the market price on the date of the grant. The options vest 20% on the
date of grant and then ratably 20% over the following four years and have a ten-year term.
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During the first three months of 2007, options covering 3,750 shares were granted to a new member of the Company’s board of directors
at an exercise price of $8.58 for a ten-year term. The assumptions used in the Black-Scholes option valuation model for that option grant
were as follows: risk-free interest rate of 4.83%, estimated volatility of 40%, no dividend yield or expected forfeitures and an expected life
of 5 years. No options were granted in the first three months of 2008.
The Black-Scholes option valuation model was developed for use in estimating the fair value of traded options, which have no vesting
restrictions and are fully transferable. In addition, options valuation models require the input of highly subjective assumptions including
the expected stock price volatility.
In connection with the approval of the Plan, the Company adopted SFAS No. 123 (R) “Share-Based Payments” and expenses the cost of
options granted over the vesting period of the option based on the grant-date fair value of the award. The Company recognized an
expense of $51,000 and $60,000 for the three months ended March 31, 2008 and 2007, respectively, related to options granted under the
Plan.
Note 6 — Major Customers and Concentration of Credit Risk
Credit risk for the Company is concentrated in four significant customers. Three are converted product customers, each of whom operates
discount retail stores located throughout the United States and one customer who accounts for most of the Company’s third party sales of
parent rolls. During the three months ended March 31, 2008 and 2007, sales to the four significant customers accounted for approximately
65% and 68% of the Company’s total sales, respectively. At March 31, 2008 and 2007, respectively, approximately $5.0 million (73%)
and $4.0 million (71%) of accounts receivable was due from these four significant customers. No other customers of the Company
accounted for more than 10% of sales during these periods. The Company generally does not require collateral from its customers and has
not incurred any significant losses on uncollectible accounts receivable.
Note 7 — New Accounting Standards
The Financial Accounting Standards Board (“FASB”) periodically issues new accounting standards in a continuing effort to improve
standards of financial accounting and reporting. We have reviewed the recently issued pronouncements and concluded that the following
new accounting standards could be applicable to the Company.
In December 2007, the FASB revised SFAS No. 141 “Business Combinations” to clarify certain issues regarding business combinations.
The major impact on the Company would be the requirement to write-off certain costs of completing an acquisition as incurred. The
standard is effective for periods beginning after December 15, 2008.
Also in December 2007, the FASB issued SFAS No. 160 “Non-controlling Interests in Consolidated Financial Statements.” At present
this standard would not apply to the Company as it has no subsidiaries. The standard is effective for minority interest accounting for
periods beginning after December 15, 2008.
-8-
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Information
The following Management’s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking
statements. These statements relate to, among other things:
. our business strategy;
. the market opportunity for our products, including expected demand for our products;
. our estimates regarding our capital requirements; and
. any of our other plans, objectives, and intentions contained in this report that are not historical facts.
These statements relate to future events or future financial performance, and involve known and unknown risks, uncertainties and other
factors that may cause our actual results, levels of activity, performance or achievements to be materially different from any future results,
levels of activity, performance or achievements expressed or implied by such forward-looking statements. In some cases, you can identify
forward-looking statements by terminology such as “may,” “should,” “could,” “expects,” “plans,” “intends,” “anticipates,” “believes,”
“estimates,” “predicts,” “potential” or “continue” or the negative of such terms or other comparable terminology. Although we believe
that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity,
performance or achievements. These statements are only predictions.
You should not place undue reliance on forward-looking statements because they involve known and unknown risks, uncertainties, and
other factors that are, in some cases, beyond our control and that could materially affect actual results, levels of activity, performance or
achievements. Factors that could materially affect our actual results, levels of activity, performance or achievements include, without
limitation, those detailed under the caption “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31,
2007, as filed with the Securities and Exchange Commission, and the following items:
. we face intense competition in our market and our profitability would be reduced if aggressive pricing by our competitors forces us to
decrease our prices;
. a substantial percentage of our converted product revenues are attributable to three large customers which may decrease or cease
purchases at any time;
. we have significant indebtedness which limits our free cash flow and subjects us to restrictive covenants relating to the operation of our
business;
. the availability of and prices for energy could significantly affect our business;
. our exposure to variable interest rates may affect our financial health;
. the disruption in supply or cost of waste paper;
. the loss of key personnel;
. labor interruptions;
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. natural disaster or other disruption to our facility;
. ability to finance the capital requirements of our business;
. cost to comply with government regulations; and
. failure to maintain an effective system of internal controls necessary to accurately report our financial results and prevent fraud.
If any of these risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may vary
significantly from what we projected. Any forward-looking statement you read in the following Management’s Discussion and Analysis
of Financial Condition and Results of Operations reflects our current views with respect to future events and is subject to these and other
risks, uncertainties, and assumptions relating to our operations, results of operations, growth strategy, and liquidity. We assume no
obligation to publicly update or revise these forward-looking statements for any reasons, whether as a result of new information, future
events, or otherwise.
Overview
We manufacture bulk tissue paper, known as parent rolls, and convert parent rolls into a full line of tissue products, including paper
towels, bathroom tissue and paper napkins for the private label segment of the consumer, or “at home,” market. We have focused our
product design and manufacturing on the discount retail market, primarily the dollar store retailers, due to their consistent order patterns,
limited number of stock keeping units, or SKUs, offered and the growth being experienced in this channel of the retail market. While we
have customers located throughout the United States, we distribute most of our products within approximately 900 miles of our northeast
Oklahoma facility, which we consider to be our cost-effective shipping area. Our products are sold primarily under our customers’ private
labels and, to a lesser extent, under our brand names such as Colortex ® and Velvet® . All of our revenue is derived pursuant to truck load
purchase orders from our customers. We do not have supply contracts with any of our customers. Revenue is recognized when title passes
to the customer. Because our product is a daily consumable item, the order stream from our customer base is fairly consistent with no
significant seasonal fluctuations. Changes in the national economy do not materially affect the market for our product.
Our profitability depends on several key factors, including:
. the market price of our product;
. the cost of recycled paper used in producing paper;
. the efficiency of operations in both our paper mill and converting operations; and
. energy costs.
The private label segment of the tissue industry is highly competitive, and discount retail customers are extremely price sensitive. As a
result, it is difficult to effect price increases. We expect these competitive conditions to continue.
In June 2006, we began operating a new paper machine with an annual capacity of approximately 33,000 tons. As a result, beginning in
the third quarter of 2006, we were able to eliminate the requirement to purchase recycled parent rolls on the open market. In the second
quarter of 2007,
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we began running all of our older machines on a full-time basis. The capacity of the new machine, in addition to the capacity of our older
machines, increased our total production capacity to approximately 54,000 tons per year. Prior to the third quarter of 2006, we had
purchased parent rolls on the open market since 1998 because our own parent roll production had not adequately supplied the
requirements of our converting facility. We purchased approximately 1,675, 6,970 and 12,200 tons of paper on the open market in the
years 2007, 2006 and 2005, respectively, to supplement our paper-making capacity. Parent rolls are a commodity product and thus are
subject to market price and availability.
Comparative Three-Month Periods Ended March 31, 2008 and 2007
Net Sales
Three Months Ended March 31,
2008
2007
(in thousands, except average
price per ton and tons)

Net sales

$

20,275

$

16,637

Total tons shipped
Average price per ton

$

12,962
1,564

$

11,161
1,491

Net sales increased 22%, to $20.3 million in the quarter ended March 31, 2008, compared to $16.6 million in the same period of 2007. Net
sales figures include gross selling price, including freight, less discounts and pricing allowances. The increase in net sales is primarily the
result of a more than two-fold increase in the shipment of parent rolls and a 9% increase in the net selling price per ton of converted
product shipments and, to a lesser extent, a 20% increase in the selling price of parent rolls. Total shipments in the 2008 quarter increased
by 1,801 tons, or 16%, to 12,962 tons compared to 11,161 tons in the same period of 2007, primarily due to higher levels of parent roll
shipments, which was attributable to the increased production provided by our paper mill. Shipments of converted product increased 2%
in the first quarter of 2008 compared to the prior year quarter. Our overall net selling price per ton increased by 5% in the first quarter of
2008 to $1,564 compared to the prior year quarter. This increase was negatively affected by the increased sales of parent rolls, which are
sold at lower prices than converted products.
Cost of Sales
Three Months Ended March 31,
2008
2007
(in thousands, except
gross profit margin %
and paper cost per ton)

Cost of paper
Non-paper materials, labor, supplies, etc.
Sub-total
Depreciation
Cost of sales

$

Gross profit
Gross profit margin %
Total paper cost per ton consumed

$

$
$

$
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10,604
6,227
16,831
755
17,586
2,689
13.3%
818

$

$
$
$

8,672
5,484
14,156
749
14,905
1,732
10.4%
777
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Major components of cost of sales are the cost of internally produced paper, raw materials, direct labor and benefits, freight costs of
products shipped to customers, insurance, repairs and maintenance, energy, utilities and depreciation.
Cost of sales increased approximately $2.7 million, or 18%, to $17.6 million for the quarter ended March 31, 2008, compared to
$14.9 million in the same period of 2007. As a percentage of net sales, cost of sales declined from 90% to 87% of net sales. The decline in
cost of sales as a percentage of net sales in the quarter ended March 31, 2008 was primarily attributed to higher selling prices and higher
tonnage volumes being partially offset by higher paper production costs.
Our cost of sales in the first quarter of 2008 was negatively affected by down time experienced on our new paper machine in January that
totaled approximately three days of lost production time in order to effect repairs. The unplanned shutdown was required to correct certain
issues with the surface of the yankee dryer and resulted in approximately $200,000 of increased production costs. The surface issues
causing the shutdown were corrected during the month of January.
Our overall cost of paper in the first quarter of 2008 was $818 per ton, an increase of $41 per ton compared to the same period in 2007.
Our cost per ton increased primarily due to increased waste paper prices being partially offset by the effects of higher production on fixed
and semi-variable costs. The prices we paid for waste paper increased approximately 19% in the first quarter of 2008 compared with the
same period in 2007, resulting in an increased cost of waste paper consumed of approximately $1.0 million, as an overall tight waste paper
market resulted in significant price increases across all grades of waste paper.
Gross Profit
Gross profit in the quarter ended March 31, 2008 increased $1.0 million, or 55%, to $2.7 million compared to $1.7 million in the same
period last year. The previously discussed unplanned shutdown of our new paper machine negatively affected gross profit by
approximately $330,000 due to lost production and certain related out of pocket expenses. Gross profit as a percentage of net sales in the
2008 quarter was 13.3% compared to 10.4% in the 2007 quarter. The effect of higher selling prices and higher tonnage volumes, which
were partially offset by higher waste paper costs and the effects of the previously discussed unplanned paper machine shutdown, were the
major reasons for the increase in gross profit and gross profit as a percentage of net sales.
Selling, General and Administrative Expenses
Three Months Ended March 31,
2008
2007
(In thousands, except SG&A
as a % of net sales)

Commission expense
Other S,G&A expenses
Selling, General & Adm exp
SG&A as a % of net sales

$
$

242
1,143
1,385
6.8%

$
$

222
837
1,059
6.4%

Selling, general and administrative expenses include salaries, commissions to brokers and other miscellaneous expenses. Selling, general
and administrative expenses increased $326,000, or 31%, to $1.4 million in the quarter ended March 31, 2008 compared to $1.1 million in
the comparable 2007 period, mainly as a result of higher accruals under our incentive bonus plan, higher costs associated with additions to
our senior management team and increased legal and
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other professional fees. As a percent of net sales, selling, general and administrative expenses increased to 6.8% in the first quarter of 2008
compared to 6.4% in the same period of 2007.
Operating Income
As a result of the foregoing factors, operating income for the quarter ended March 31, 2008 was $1.3 million compared to operating
income of $673,000 for the same period of 2007.
Interest Expense and Other Income
Three Months Ended March 31,
2008
2007
(In thousands)

Interest expense
Other income, net

$
$

411
(1)

$
$

873
(20)

Interest expense includes interest on all debt and amortization of both deferred debt issuance costs and the discount on our subordinated
debt related to warrants issued with that debt. Interest expense decreased $462,000 to $411,000 in the quarter ended March 31, 2008,
compared to $873,000 in the quarter ended March 31, 2007, primarily as a result of lower overall borrowing levels, lower LIBOR interest
rates and reduced interest margins under our new credit agreement that closed on April 9, 2007. Our average bank borrowings in the
quarter ended March 31, 2008 were $25.7 million compared with $30.0 million in the same period of 2007. Additionally in December
2007, we retired all of our outstanding 12% subordinated debentures totaling $2.15 million.
Other income decreased from $20,000 in the first quarter of 2007 to $1,000 in the first quarter of 2008, primarily due to the absence of
interest on the restricted certificate of deposit which was released in connection with the closing of our new credit facility.
Income (Loss) Before Income Taxes
As a result of the foregoing factors, income (loss) before income taxes increased $1.1 million to income of $894,000 in the quarter ended
March 31, 2008 compared to a loss of $180,000 in the same period in 2007.
Income Tax Provision (Benefit)
For the quarter ended March 31, 2008, our effective income tax rate was 32%. It is lower than the statutory rate because of Oklahoma
Investment Tax Credits associated with our investment in a new paper machine. This factor was partially offset by state income taxes. As
of March 31, 2007, we estimated our annual effective income tax rate to be 27%. The 2007 effective tax rate was lower than the statutory
rate because of the Oklahoma Investment Tax Credits cited above and the utilization of Federal Indian Employment Credits. The first
quarter of 2008 does not reflect any benefit for the Indian Employment Tax Credit because the credit expired as of December 31, 2007
and as of the date of this filing it has not been extended.
No current taxes are owing to either state or federal taxing authorities because of net operating loss carryforwards for both state and
federal tax purposes, Federal Indian Employment Credit carryforwards and Oklahoma Investment Tax Credit carryforwards.
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Liquidity and Capital Resources
Liquidity refers to the liquid financial assets available to fund our business operations and pay for near-term obligations. These liquid
financial assets consist of cash as well as unused borrowing capacity under our revolving credit facility. Our cash requirements have
historically been satisfied through a combination of cash flows from operations and debt financings.
Cash was unchanged in the three months ended March 31, 2008 at $3,000. Cash was also unchanged at $3,000 in the three months ended
March 31, 2007.
The following table summarizes key cash flow information for the three-month periods ended March 31, 2008 and 2007:
Three Months Ended March 31,
2008
2007
(in thousands)

Cash flow provided by (used in):
Operating activities

$

(315)

$

930

Investing activities

$

(359)

$

(77)

Financing activities

$

674

$

(853)

Cash flow used in operating activities was $315,000 in the three-month period ended March 31, 2008, which primarily resulted from
increased trade receivables and inventories, partly offset by earnings before non-cash charges.
Cash flows used in investing activities were $359,000 in the first quarter of 2008 as the result of expenditures on capital projects.
Cash provided by financing activities was $674,000 in the three-month period ended March 31, 2008 and was primarily attributable to
$1.1 million in borrowings under the revolving credit agreement, which were partially offset by principal payments of $413,000 on our
term loans.
On April 9, 2007, we closed the re-financing of our credit facility with our existing bank group. On March 6, 2008 we amended the
facility to increase the revolving credit facility and the 2008 capital expenditures limit. Following the amendment, the credit facility
consists of the following:
. a $8.0 million revolving credit facility with a three-year term; ($1.37 million outstanding at March 31, 2008). In addition, $489,000 of
bank overdrafts are included with long-term debt at March 31, 2008. The borrowing base for the revolving credit facility is determined
by adding qualified receivables and inventory. At March 31, 2008, the borrowing base for the revolving credit facility was $7.5 million;
. a $10.0 million term loan A with a ten-year term that has no principal repayments for the first 24 months of the loan and then will be
amortized as if the loan had an 18-year life ($10.0 million outstanding at March 31, 2008);
. a $16.5 million term loan B with a four-year term that is being amortized as if the loan had a six-year life ($14.4 million outstanding at
March 31, 2008); and
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. a $3.0 million capital expenditures facility with a four-year term that will be amortized as if the loan had a five-year life ($0 outstanding
at March 31, 2008).
Under the terms of the credit agreement, amounts outstanding under the revolving credit facility bear interest at our election at the prime
rate or LIBOR plus a margin and amounts outstanding under term loan B and the capital expenditures facility bear interest at LIBOR plus
a margin. The margin is set quarterly and based on the ratio of funded debt to EBITDA less income taxes paid. Amounts outstanding
under term loan A bear interest at LIBOR plus 180 basis points. For the revolving credit facility, the margin ranges from a negative 50
basis points to 150 basis points for prime rate loans and 200 to 375 basis points for LIBOR-based loans. For term loan B, the margin
ranges from 200 basis points to 300 basis points over LIBOR. For the capital expenditures facility, which we expect to utilize in
conjunction with the construction of our new environmental pre-treatment facility by August 1, 2009, the margin ranges from 150 basis
points to 250 basis points over LIBOR. At March 31, 2008, our weighted average borrowing rate was 4.83% under this credit agreement.
The credit agreement contains covenants that, among other things, require us to maintain a specific funded debt to EBITDA ratio, debt
service coverage ratio and an annual limit on un-financed capital expenditures. In connection with the re-financing, the $1.5 million
restricted certificate of deposit was released and applied to the revolving credit facility. The amount available under the revolving credit
line may be reduced in the event that our borrowing base, which is based upon our qualified receivables and qualified inventory, is less
than $8.0 million. Obligations under the amended and restated credit agreement are secured by substantially all of our assets. The
agreement contains representations and warranties, and affirmative and negative covenants customary for financings of this type,
including, but not limited to, a covenant prohibiting us from declaring or paying dividends. The financial covenants in the agreement
require us to maintain specific ratios of funded debt to EBITDA and debt service coverage which are tested as of the end of each quarter
and places a limit on the amount of annual non-financed capital expenditures. The maximum allowable funded debt-to-EBITDA ratio is
4.0-to-1.0 and the minimum allowable debt service coverage ratio is 1.25-to-1.0. Our annual expenditures for non-financed capital
equipment are limited to $6.25 million for fiscal year 2008 and $1.5 million per fiscal year thereafter.
The capital expenditures facility is intended to fund an expansion of our wastewater pre-treatment facilities. A new water discharge permit
was issued effective August 1, 2007 which requires us to expand our existing pre-treatment facility to reduce biological oxygen demand
and total suspended solids from our discharge water. Under the new permit, we are required to complete the expansion and make
operational our pre-treatment facility by August 1, 2009. The project is in the pre-engineering phase and is expected to cost approximately
$3 million.
If an event of default occurs, the agent may declare the banks’ obligation to make loans terminated and all outstanding indebtedness, and
all other amounts payable under the credit agreement, due and payable.
Critical Accounting Policies and Estimates
The preparation of our financial statements and related disclosures in conformity with accounting principles generally accepted in the
United States requires management to make estimates and judgments that affect our reported amounts of assets and liabilities, revenue
and expense, and related disclosures of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates and assumptions
based upon historical experience and various other factors and
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circumstances. Management believes that our estimates and assumptions are reasonable under the circumstances; however, actual results
may vary from these estimates and assumptions under different future circumstances. We have identified the following critical accounting
policies that affect the more significant judgments and estimates used in the preparation of our financial statements:
Accounts Receivable. Accounts receivable consist of amounts due to us from normal business activities. Our management must make
estimates of accounts receivable that will not be collected. We perform ongoing credit evaluations of our customers and adjust credit
limits based upon payment history and the customer’s creditworthiness as determined by our review of their current credit information.
We continuously monitor collections and payments from our customers and maintain an allowance for estimated losses based on
historical experience and specific customer collection issues that we have identified. Trade receivables are written-off when all reasonable
collection efforts have been exhausted, including, but not limited to, external third party collection efforts and litigation. While such credit
losses have historically been within management’s expectations and the allowance provided, there can be no assurance that we will
continue to experience the same credit loss rates as in the past. During the three-month periods ended March 31, 2008 and 2007,
provisions for doubtful accounts were recognized in the amount of $15,000 for each period. In addition, $3,000 of recoveries of accounts
previously written off were credited to the allowance during the first three months of 2008. There were no recoveries credited during the
first three months of 2007. There were no accounts receivable balances written off in the three-month periods ended March 31, 2008 and
2007.
Inventory. Our inventory consists of finished goods and raw materials and is stated at the lower of cost or market. Our management
regularly reviews inventory quantities on hand and records a provision for excess and obsolete inventory based on the age of the inventory
and forecasts of product demand. A significant decrease in demand could result in an increase in the amount of excess inventory
quantities on hand. During the first three months of 2008, $15,000 was provided and there were no charges against the valuation reserve.
During the first three months of 2007, $15,000 was provided and there were no charges against the reserve.
New Accounting Pronouncements
The Financial Accounting Standards Board (“FASB”) periodically issues new accounting standards in a continuing effort to improve
standards of financial accounting and reporting. We have reviewed the recently issued pronouncements and concluded that the following
new accounting standards could be applicable to us.
In December 2007, the FASB revised SFAS No. 141 “Business Combinations” to clarify certain issues regarding business combinations.
The major impact on Orchids would be the requirement to write-off certain costs of completing an acquisition as incurred. The standard is
effective for periods beginning after December 15, 2008.
Also in December 2007, the FASB issued SFAS No. 160 “Non-controlling Interests in Consolidated Financial Statements.” At present
this standard would not apply to Orchids as we have no subsidiaries. The standard is effective for minority interest accounting for periods
beginning after December 15, 2008.
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Non-GAAP Discussion
In addition to our GAAP results, we also consider non-GAAP measures of our performance for a number of purposes. We use EBITDA
as a supplemental measure of our performance that is not required by, or presented in accordance with, GAAP. EBITDA is not a
measurement of our financial performance under GAAP and should not be considered as an alternative to net income, operating income or
any other performance measure derived in accordance with GAAP, or as an alternative to cash flow from operating activities or a measure
of our liquidity.
EBITDA represents net income before net interest expense, income tax expense, depreciation and amortization. We believe EBITDA
facilitates operating performance comparisons from period to period and company to company by eliminating potential differences caused
by variations in capital structures (affecting relative interest expense), tax positions (such as the impact on periods or companies of
changes in effective tax rates or net operating losses) and the age and book depreciation of facilities and equipment (affecting relative
depreciation expense).
EBITDA has limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for any of our results as
reported under GAAP. Some of these limitations are:
. it does not reflect our cash expenditures for capital assets;
. it does not reflect changes in, or cash requirements for, our working capital requirements;
. it does not reflect the interest expense, or the cash requirements necessary to service interest or principal payments on our indebtedness;
. although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be replaced
in the future, and EBITDA does not reflect cash requirements for such replacements; and
. other companies, including other companies in our industry, may calculate these measures differently than we do, limiting their
usefulness as a comparative measure.
Because of these limitations, EBITDA should not be considered as a measure of discretionary cash available to us to invest in the growth
of our business or to reduce our indebtedness. We compensate for these limitations by relying primarily on our GAAP results and using
EBITDA on a supplemental basis.
The following table reconciles EBITDA to net income for the quarters ended March 31, 2008 and 2007:
Three Months Ended March 31,
2008
2007
(In thousands, except % of net sales)

Net income (loss)
Plus: Interest expense, net
Plus: Income tax expense (benefit)
Plus: Depreciation
EBITDA
% of net sales

$

$
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411
283
754
2,059
10.2%

$

$

(131)
873
(49)
749
1,442
8.7%
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EBITDA increased $617,000 to $2.06 million in the quarter ended March 31, 2008, compared to $1.44 million in the same period of
2007. EBITDA as a percent of net sales increased to 10.2% in the current year quarter compared to 8.7% in the prior year quarter. The
foregoing factors discussed in the net sales, cost of sales and selling, general and administrative sections are the reasons for these changes.
The largest causes of the increase in EBITDA as a percentage of net sales were higher selling prices and higher selling volumes.
ITEM 3. Quantitative and Qualitative Disclosures about Market Risk
Our market risks relate primarily to changes in interest rates. Our revolving line of credit and our term loans carry variable interest rates
that are tied to market indices and, therefore, our statement of income and our cash flows will be exposed to changes in interest rates. As
of March 31, 2008, we have borrowings totaling $25.8 million that carry a variable interest rate. Outstanding balances under our line of
credit and term loans bear interest at the prime rate or LIBOR, plus a margin based upon the debt service coverage ratio or a fixed margin
over LIBOR. Based on the borrowings on March 31, 2008, a 100 basis point change in interest rates would result in a $258,000 change to
our annual interest expense.
ITEM 4. Controls and Procedures
Our management, under the supervision and with the participation of our chief executive officer and our chief financial officer, has
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended), as of the end of the period covered by this Quarterly Report on Form 10-Q. Any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives.
Based on such evaluation, our chief executive officer and our chief financial officer have concluded that our disclosure controls and
procedures were effective as of March 31, 2008.
There were no changes in the Company’s internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act)
during the quarter ended March 31, 2008, that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting.
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PART II. OTHER INFORMATION
ITEM 1. Legal Proceedings
None.
ITEM 1A. Risk Factors
There have been no material changes from the risk factors disclosed in the Company’s Annual Report on Form 10-K dated March 18,
2008.
ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Unregistered Sales of Equity Securities
None.
(b) Initial Public Offering and Use of Proceeds from the Sale of Registered Securities
None.
(c) Repurchases of Equity Securities
We do not have any programs to repurchase shares of our common stock and no such repurchases were made during the three months
ended March 31, 2008.
ITEM 3. Defaults Upon Senior Securities
None.
ITEM 4. Submission of Matters to a Vote of Security Holders
None.
ITEM 5. Other Information
None.
ITEM 6. Exhibits
See the Exhibit Index following the signature page to this Form 10-Q, which Exhibit Index is hereby incorporated by reference herein.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned thereunto duly authorized.
ORCHIDS PAPER PRODUCTS COMPANY
Date: May 2, 2008

By: /s/ Keith R. Schroeder
Keith R. Schroeder
Chief Financial Officer
(On behalf of the registrant and
as Chief Accounting Officer)
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Exhibit Index
Exhibit

Description

3.1

Amended and Restated Certificate of Incorporation of the Registrant incorporated by reference to Exhibit 3.1 to the
Registrant’s Registration Statement on Form S-1 (File No. 333-124173) filed with the Securities and Exchange Commission
on April 19, 2005.

3.1.1

Amendment to the Amended and Restated Certificate of Incorporation of the Registrant incorporated by reference to the
Form 10-Q filed with the Securities and Exchange Commission on August 14, 2007.

3.2

Amended and Restated Bylaws of the Registrant incorporated by reference to Exhibit 3.2 to the Registrant’s Registration
Statement on Form S-1 (File No. 333-124173) filed with the Securities and Exchange Commission on April 19, 2005.

10.1*

Supplier Agreement, dated February 20, 2008, between Dixie Pulp & Paper, Inc. and the Registrant.

10.2

Amendment Two to Second Amended and Restated Agented Credit Agreement, dated March 6, 2008, incorporated by
reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K (File No. 001-32563) filed with the Securities and
Exchange Commission on March 11, 2008.

31.1

Certification of Chief Executive Officer Pursuant to Section 302.

31.2

Certification of Chief Financial Officer Pursuant to Section 302.

32.1

Certification of Chief Executive Officer Pursuant to Section 906.

32.2

Certification of Chief Financial Officer Pursuant to Section 906.

*

Confidential treatment has been requested with respect to certain portions of this exhibit. Omitted portions have been filed
separately with the Securities and Exchange Commission.
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Exhibit 10.1
SUPPLIER AGREEMENT
This Supplier Agreement (this “Agreement”) executed this 20th day of February, 2008, but effective for all purposes as of April 1,
2008, is by and between Orchids Paper Products Company, a Delaware corporation (“Orchids”), and Dixie Pulp & Paper, Inc., an
Alabama business corporation (“Dixie”).
W-I-T-N-E-S-S-E-T-H:
WHEREAS, Orchids is a manufacturer of certain products (“Products”) at its Pryor, Oklahoma facility; and
WHEREAS, Orchids requires certain secondary fiber in order to manufacture the Products; and
WHEREAS, Dixie has the ability to provide Orchids with such secondary fiber; and
WHEREAS, Orchids and Dixie desire to enter into this Agreement so that Dixie will provide all secondary fiber materials needed by
Orchids at its Pryor, Oklahoma facility, subject to the terms and conditions of this Agreement.
NOW, THEREFORE, in consideration of the premises and other good and valuable consideration, the receipt and sufficiency of which
is hereby acknowledged, Orchids and Dixie hereby agree as follows:
1. Scope of Agreement
1.1 Supplier of Goods and Services. Subject to the terms and conditions of this Agreement, Dixie hereby agrees to provide to
Orchids, and Orchids agrees to purchase from Dixie, one hundred percent (100%) of the secondary fiber required by Orchids, except for
“broke” from Orchids converting plants, in its production of the Products (hereinafter, “Fiber”).
1.2 Ancillary Services Provided by Dixie. Dixie agrees to provide Orchids with the following ancillary services during the term of
this Agreement:
1.2.1 Regular communication and coordination with the contact person designated by Orchids for purposes of efficiently carrying
out the provisions of this Agreement.
1.2.2 Management and coordination of all inbound freight associated with the purchase of Fiber from Dixie.

1.2.3 Periodically meet with Orchids to discuss and review the performance of each party to this Agreement.
1.2.4 Use reasonable efforts to establish an Internet program whereby Orchids can monitor the status of orders made hereunder,
such program sometimes hereinafter referred to as “Dixie Link”.
1.2.5 Develop through Dixie Link real time access to shipping and receiving records and work with Orchids’ accounting and IT
departments to develop a daily invoice download, along with other information needed.
1.2.6 If reasonably practical, coordinate with Orchids’ freight department in an effort to utilize backhauls for finished goods.
2. Nature of Relationship. During the term of this Agreement, the parties intend to establish a working relationship for the purchase
and supply of Fiber in order to achieve timely deliveries, quality products and economically attractive pricing. Orchids will look to Dixie
as its exclusive supplier of Fiber and Dixie will use its best efforts to make available capacity to meet Orchids’ needs. Notwithstanding the
foregoing terminology or any other provision contained in this Agreement to the contrary, Orchids and Dixie do not intend or desire for
this Agreement or their actions hereunder to be interpreted as creating a partnership or similar association.
3. Term. The original term of this Agreement shall be for a period of five (5) years commencing on April 1, 2008 and ending on
March 31, 2013 (the “Original Termination Date”). Unless either party has notified the other, in writing, at least ninety (90) days prior to
April 1 of each year (the “Anniversary Date”) of its intention not to extend this Agreement at the end of its current term, the Original
Termination Date shall be automatically extended for one (1) additional year so as to restore the original term of five (5) years. If either
party notifies the other, in writing, at least ninety (90) days prior to the Anniversary Date of its intention not to extend this Agreement,
then this Agreement shall terminate at the end of its then applicable current or extended term.
4. Exclusivity.
4.1 Orchids and Dixie agree that during the term of this Agreement, Dixie shall be the sole and exclusive supplier of Fiber for Orchids
at its Pryor, Oklahoma facility.
4.2 Orchids agrees to communicate in writing to various sellers of secondary fiber that “Orchids and Dixie have entered into a longterm exclusive supply agreement,” which communication will include Orchids sending a letter in substantially the form of Exhibit A
attached hereto and made a part hereof.
5. Procedure for Purchase Requests and Purchase Orders.

5.1 Purchase Requests. No later than 10 days prior to the first day of the month to which the request relates, Orchids shall submit a
request to Dixie for its anticipated Fiber needs for the next calendar month. Dixie shall not be required to supply a grade of Fiber
differing from that supplied during the previous month unless and until Dixie shall have received at least sixty (60) days prior written
notice of such grade change. Dixie will make every effort to minimize the development period for new grades.
5.2 Price Recommendation. Dixie shall respond (five (5) days prior to the end of month) to each request for Fiber needs with a price
recommendation for Orchids approval. This recommendation will be based on the previous month’s market.
5.3 Purchase Order. Orchids will then set the price and a specific Purchase Order (two (2) days prior to the end of the month) for
Fiber, showing quantity and pricing.
5.4 Governing Terms and Conditions. The terms and conditions set forth in this Agreement are intended to govern the relationship
between the parties hereto and hereunder. Terms and conditions contained in any standard forms or documents used by either party,
including request, Purchase Order forms or otherwise are hereby excluded.
6. Delivery, and Payment Terms.
6.1 Freight.
6.1.1 Deliveries. Dixie agrees to manage and coordinate all inbound scrap freight.
6.1.2 Freight Charges. Prices for freight charges related to delivery of Fiber to Orchids under this Agreement will be set by Dixie
and Orchids will reimburse Dixie for all freight.
6.1.3 Notification to Dixie of Receiving Weights. All receiving weights on shipments to Orchids Pryor, Oklahoma facility shall be
delivered by facsimile transmission to Dixie within twenty-four (24) hours of receipt of the material.
6.2 Payment Terms. Dixie will provide Orchids billing for all Fiber costs, applicable freight and shipping charges. Payment shall be
net thirty (30) days from date of shipment in connection with each Purchase Order. Payments shall be considered delinquent if payment
is not received within said thirty (30) day period.

6.3 Withhold Delivery. In the event payment is not received by Dixie within thirty (30) days from the date of shipment as provided in
paragraph 6.2 above, then after ten (10) days written notice from Dixie to Orchids, Dixie may withhold further delivery of Fiber to
Orchids until delinquent payments, if any, are made in full.
6.4 Quarterly Reports. During the term of this Agreement, Dixie will track the weighted average shipping point price [*], for various
grades and various regions. In addition, Dixie will track actual freight costs for its delivery of Fiber pursuant to this Agreement [*]. Dixie
will prepare and deliver to Orchids quarterly reports comparing the actual Fiber and freight costs [*], in substantially the form as the
example attached hereto as Exhibit B and incorporated herein by reference. To the extent that the description of the reports and
calculations described herein are ambiguous, contrary to or inconsistent with the example attached hereto as Exhibit B, the example shall
prevail over the written description contained herein. The quarterly reports shall be delivered to Orchids no later than five (5) business
days following the end of each calendar quarter, beginning the fourth quarter 2008. In addition, such quarterly reports shall be submitted
with a one (1) month lag. For example, the first quarter report will provide information for January and February only, the second
quarter report will provide information for March through May, the third quarter report will provide information for June through
August and the fourth quarter report will provide information for September through November. The first annual report will contain nine
(9) months of data. The actual year-end data will be furnished annually no later than the end of the first calendar quarter.
6.5 Savings. It is anticipated that Dixie will reduce Orchids total delivered weighted average price for Fiber and freight below
Orchids’ average price for comparable Fiber and freight [*]. As shown on Exhibit B attached hereto, it is expected that Orchids will save,
on all tons of Fiber purchased from Dixie each year, a minimum of [*]. If, in any year, the actual savings to Orchids exceeds the above
referenced “expected” savings, all or any portion of such excess will be used by Dixie in future years to offset any deficiency in actual
savings compared to expected savings. [*].
7. Inventory. Dixie agrees that it will maintain a minimum of [*] days supply of Fiber [*]. For purposes of this paragraph, Orchids’ [*]
day supply shall be an amount equal to the product of [*] multiplied by Orchids’ average daily usage of Fiber during the calendar month
immediately preceding the month in which such calculation is performed. Dixie shall be deemed to have satisfied its obligation to
inventory a [*] day supply of Fiber so long as an amount at least equal to such [*] day supply is, in the aggregate, on hand at an Orchids
facility and/or a warehouse owned or leased by Dixie. Without limiting the foregoing, Orchids agrees to make available on-site storage in
Pryor, Oklahoma, an amount of space sufficient to store a [*] day supply of Fiber. In the event that (i) Orchids accepted the price
recommended by Dixie pursuant to paragraph 5.2 above, (ii) Dixie shall fail to maintain a [*] day inventory of Fiber as required above,
and (iii) as a result, [*], Dixie agrees to [*]. In the event that (i) Orchids did not accept the

price recommended by Dixie pursuant to paragraph 5.2 above, (ii) Dixie shall fail to maintain a [*] day inventory of Fiber as required
above, and (iii) as a result, [*], Dixie agrees to [*].
8. Quality and Standards.
8.1 Except as otherwise provided in this Agreement, the terms, conditions and specifications of the Institute of Scrap Recycling
Industries, Inc. for paper stock: domestic transactions, as amended from time to time, shall be incorporated herein by reference. This
guideline states that basic to the success of any buyer-seller relationship is an atmosphere of “good faith” and gives the following
underlying principles as necessary:
8.1.1 Seller (Dixie) must use due diligence to ascertain that shipments consist of properly packed paper stock and that the shipment
is made during the period specified.
8.1.2 Arbitrary rejections, deductions and cancellations by the buyer (Orchids) are counter to acceptable good trade practice.
8.1.3 Seller (Dixie ) shall deliver the quality of paper stock agreed upon but shall not be responsible for its use or the paper or
paperboard manufactured therefrom.
8.2 Orchids required specifications and quality requirements will be established by Orchids.
8.3 Dixie agrees to supply Orchids only with grades and sources of waste paper that have been approved by Orchids.
8.4 Dixie agrees to change sourcing of a particular grade of waste paper or source of waste paper if either materially affects the yield
or the efficiencies of the paper machines.
9. Limitation of Liability. Except as otherwise provided in this Agreement, in no event shall Dixie be liable for any consequential,
incidental, indirect or special damages of any kind whatsoever in connection with this Agreement or any Purchase Order placed hereunder.
10. Confidentiality. During the term of this Agreement, Dixie and Orchids will be exposed to and have access to important confidential
and proprietary information of each other, such as financial data, pricing, rates, suppliers, customers, and various other trade secrets which
are confidential in nature and are referred to collectively as “confidential information”. Dixie and Orchids agree that with regard to any
correspondence, documents, lists or other printed information exchanged between the

parties or their respective affiliates, agents or representatives, the party sending such material shall designate the same as confidential
information by clearly marking the words “Confidential”, “Proprietary” or any similar mark on the appropriate material(s).
Notwithstanding the foregoing, the parties acknowledge and agree that the exchange of any information regarding price, rates, customers,
and suppliers shall be considered confidential information. Dixie and Orchids, respectively, agree not to disclose any of the confidential
information of the other party nor to make any use of the confidential information received except for the sole purpose of complying with
the terms of this Agreement. Any confidential information which may be furnished to Orchids and Dixie, respectively, or their respective
affiliates, directors, officers, employees, counsel, accountants, or agents, shall be retained on a confidential basis according to the terms of
this Agreement. Notwithstanding any provisions of this Agreement to the contrary, Orchids and Dixie, respectively, agree that any
confidential information received from the other party shall only be disclosed to their employees, officers, directors, agents, or advisors
(including without limitation attorneys, accountants, consultants, and financial advisors) with a “need to know”, unless the prior written
consent of the other party is obtained. In addition, Orchids and Dixie agree to keep the terms of this Agreement confidential to the extent
permitted by the rules and regulations of the Securities and Exchange Commission.
11. Notices. Any notices hereunder shall be in writing and shall be deemed effectively given with delivered in person or when sent by
facsimile transmission or registered mail to the address of the other party designated below or at such different address as such party may
hereafter designate by notice:
Dixie Pulp & Paper, Inc.
Orchids Paper Products Company
Attn: David Hudson, Jr.
If by U.S. Mail:
P. O. Box 20204
Tuscaloosa, AL 35402
Fax: (205) 759-2606
If by Express Courier:
101 Marina Drive
Tuscaloosa, AL 35406

Attn: Keith R. Schroeder
If by U.S. Mail:
4826 Hunt Street
Pryor, OK 74361
Fax: (918) 825-6239
If by Express Courier:
4826 Hunt Street
Pryor, OK 74361

12. Miscellaneous.
12.1 Neither the failure nor delay on the part of either party to exercise any right, power or privilege hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any right, power or privilege hereunder preclude any other or further exercise
thereof, or the exercise of any other right, power or privilege.

12.2 This Agreement shall be deemed to be a contract made under the laws of the State of Oklahoma and for all purposes shall be
governed by the laws of that state.
12.3 The language in all parts of this Agreement shall in all cases be construed simply, according to its fair meaning and not strictly
for or against any of the parties hereto. Without limitation, there shall be no presumption against any party on the ground that such party
was responsible for drafting this Agreement or any part thereof.
12.4. The obligations of the parties under this Agreement (other than the obligation to make payments) shall be suspended to the
extent a party is hindered or prevented from complying therewith because of labor disturbances (including strikes or lockouts), war, acts
of God, earthquakes, fires, storms, accidents, governmental regulations, failure of vendors or suppliers or any other cause whatsoever
beyond a party’s control. For so long as such circumstances prevail, the party whose performance is delayed or hindered shall continue
to use all commercially reasonable efforts to recommence performance without delay.
12.5 This Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs, executors,
administrators, successors and permitted assigns.
12.6 APPLICABLE LAW WAIVER OF JURY TRIAL AND CONSENT TO JURISDICTION/VENUE. THIS AGREEMENT
SHALL BE CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF OKLAHOMA. EACH
PARTY HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVES THE RIGHT THAT IT OR ITS
RESPECTIVE SUCCESSORS OR ASSIGNS MAY HAVE TO A TRIAL BY JURY IN CONNECTION WITH ANY LITIGATION
BASED HEREON, OR ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT AND ANY
INSTRUMENTS OR DOCUMENTS CONTEMPLATED THEREBY TO BE EXECUTED IN CONJUNCTION THEREWITH, OR IN
CONJUNCTION WITH ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER VERBAL OR
WRITTEN) OR ACTIONS OF THE PARTIES. REGARDLESS OF ANY PLACE TO WHICH EITHER PARTY MAY MAINTAIN
ITS LEGAL DOMICILE OR RESIDENCE, TO THE FULL EXTENT PERMITTED BY LAW, EACH PARTY HEREBY CONSENTS
THAT SUIT MAY BE INSTITUTED IN THE CIRCUIT COURT (OR, IF NONE, IN A COMPARABLE COURT HAVING
JURISDICTION) OF MAYES COUNTY, OKLAHOMA AND HEREBY IRREVOCABLY CONSENTS TO THE JURISDICTION OF
SUCH COURT (IN PERSONAM, OR OTHERWISE) AND WAIVES ANY AND ALL JURISDICTIONAL DEFENSES THAT IT
MAY HAVE TO THE INSTITUTION OF SUCH AN ACTION IN SUCH COURT.

12.7 Any dispute, controversy or claim arising out of or related to this Agreement, or the breach thereof, whether during or after the
term hereof, which cannot be amicably resolved by the parties within twenty (20) days of the written request of one of them shall be,
upon the written demand of either party, finally resolved by compulsory arbitration under the then current Commercial Arbitration Rules
of the American Arbitration Association (“AAA”) strictly in accordance with the terms of this Agreement and the substantive law of the
State of Oklahoma. Unless otherwise agreed, the arbitral tribunal shall consist of three independent arbitrators, each chosen by mutual
agreement of the parties. In the event the parties are unable to agree on three independent arbitrators, then each will instead designate
one “party-appointed” arbitrator from the AAA National Roster of Commercial Arbitrators, and these two party-appointed arbitrators
will appoint a third “neutral” arbitrator from the AAA National Roster of Commercial Arbitrators, in accordance with Section R-13(c) of
the AAA’s Commercial Arbitration Rules in effect on the date of this Agreement. Unless otherwise agreed, the arbitration shall be held
in Tulsa, Oklahoma. The parties expressly agree that (i) injunctive relief may be granted by the arbitrators, (ii) exemplary or punitive
damages may not be granted, and (iii) judgment on the award entered by the arbitral tribunal may be entered in any court having
jurisdiction. Each party will pay one-half of the aggregate fees of the arbitrators.
IN WITNESS WHEREOF, the parties have caused this instrument to be executed by their duly authorized representatives on the date
first written above.
DIXIE PULP & PAPER, INC.
By:
Name:
Title:
ORCHIDS PAPER PRODUCTS COMPANY
By:
Keith R. Schroeder
Chief Financial Officer

Exhibit 31.1
Certification of Chief Executive Officer Pursuant to Section 302
I, Robert A. Snyder, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Orchids Paper Products Company (the “Registrant”);
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;
4. The Registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, 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;
(c) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and
(d) Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the Registrant’s internal control over financial reporting; and
5. The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s
internal control over financial reporting.
Date: May 2, 2008

/s/ Robert A. Snyder
Robert A. Snyder
Chief Executive Officer and President

Exhibit 31.2
Certification of Chief Financial Officer Pursuant to Section 302
I, Keith R. Schroeder, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Orchids Paper Products Company (the “Registrant”);
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this report;
4. The Registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, 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;
(c) Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and
(d) Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the Registrant’s internal control over financial reporting; and
5. The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons performing the equivalent
functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s
internal control over financial reporting.
Date: May 2, 2008

/s/ Keith R. Schroeder
Keith R. Schroeder
Chief Financial Officer

Exhibit 32.1
Certification of Chief Executive Officer Pursuant to Section 906
In connection with the quarterly report of Orchids Paper Products Company (the “Company”) on Form 10-Q for the period ended
March 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Robert A. Snyder, Chief
Executive Officer and President of the Company, certify, to the best of my knowledge, pursuant to Rule 13a-14(b) and Section 1350 of
Chapter 63 of Title 18 of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
/s/ Robert A. Snyder
Robert A. Snyder
Chief Executive Officer and President
May 2, 2008

Exhibit 32.2
Certification of Chief Financial Officer Pursuant to Section 906
In connection with the quarterly report of Orchids Paper Products Company (the “Company”) on Form 10-Q for the period ended
March 31, 2008 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Keith R. Schroeder, Chief
Financial Officer of the Company, certify, to the best of my knowledge, pursuant to Rule 13a-14(b) and Section 1350 of Chapter 63 of
Title 18 of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
/s/ Keith R. Schroeder
Keith R. Schroeder
Chief Financial Officer
May 2, 2008

