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Cautionary Statements

Forward-Looking Statements

This presentation contains forward-looking statements that involve certain contingencies and uncertainties. The Company intends these forward-
looking statements to be covered by the safe harbor provision for forward-looking statements contained in the Private Securities Litigation Reform Act
of 1995. These statements relate to future events or future financial performance, and involve known and unknown risks, uncertainties and other
factors that may cause its 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, forward-looking statements can be
identified by terminology such as "may," "should," "could," "expects," "plans," "intends," "anticipates," "believes," "estimates," "predicts," "potential,"
"will" or "continue" or the negative of such terms or other comparable terminology. Although the Company believes that the expectations reflected in
the forward-looking statements are reasonable, it cannot guarantee future results, levels of activity, performance or achievements. These statements
are only predictions. Factors that could materially affect the Company’s actual results, levels of activity, performance or achievements include, without
limitation, those detailed under the caption “Risk Factors” in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016, as
filed with the Securities and Exchange Commission on March 15, 2017. The Company's actual results may be materially different from what it expects.
The Company does not undertake any duty to update these forward-looking statements after the date hereof, even though the Company's situation
may change in the future. All of the forward-looking statements herein are qualified by these cautionary statements.

We have filed a registration statement (including prospectus) and a prospectus supplement with the SEC for the offering to which this communication
relates. Before you invest, you should read the registration statement, the prospectus supplement and other documents we have filed with the SEC
for more complete information about us and these offerings. You may obtain these documents for free by visiting EDGAR on the SEC website at
www.sec.gov.

Non-GAAP Financial Information

This presentation contains information regarding the Company’s Adjusted EBITDA, a non-GAAP financial measure. A non-GAAP financial measure is a
numerical measure of a company's financial performance that excludes or includes amounts so as to be different than the most directly comparable
measure calculated and presented in accordance with Generally Accepted Accounting Principles ("GAAP") in the United States in the statement of
income, balance sheet or statement of cash flows of a company.

Adjusted EBITDA is not a measurement of financial performance under GAAP and should not be considered as an alternative to net income or any
other performance measure derived in accordance with GAAP. Adjusted EBITDA represents net income before net interest expense, income tax
expense, depreciation and amortization, stock-based compensation expense, expenses related to business acquisitions and costs to demolish
property, plant and equipment. Management believes Adjusted 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), the age and book depreciation of facilities and
equipment (affecting relative depreciation expense), non-cash compensation (affecting stock-based compensation expense) and sporadic expenses
(including costs of business acquisitions and demolition costs).

Trademarks

The trademarks included herein are the property of the owners thereof and are used for reference purposes only. Such use should not be construed as
an endorsement of the products or services of the company.
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Investment Thesis

Orchids is in year 5 of a 5 year strategic expansion plan

 Expansion Capital is Complete.  2018+ is “harvest” mode with minimal 
maintenance capital.

 Orchids has created competitive advantage within a competitive market with 
its entry into the ultra-premium product segment, which has higher selling 
prices and healthy margins compared to 2016.

 Orchids has sold new ultra-premium products into a high growth club channel 
retailer.

 Orchids has responded to competitive pressures that negatively impacted 
sales volume and profitability in 2016 and 2017.

 Q4-2017 represents the turning point with new higher selling price/margin 
improvement ultra-premium products shipping and new plant start-up costs 
minimized.
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Investment Thesis

Final Stage of 5 Year Strategic Plan

 Objective:  Expand Geographically And Upgrade Assets

 Invested $230 million to upgrade assets

 Expanded on the west coast with Fabrica strategic alliance

 Upgraded equipment in Pryor, OK facility

 Expanded on the East Coast with new state-of-the-art facility in 
Barnwell, SC

4



National Supplier of “At-Home” Tissue Products
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Distribution locations

Pryor, 
Oklahoma Barnwell, 

South Carolina
Mexicali, 

Baja California

Expansion allows us to pursue national customers as well as branch into new retail channels



Investment Thesis

Final Stage of 5Yr Strategic Plan – Expand & Upgrade

Expanded on the West Coast ($37MM)

➢ In June 2014, closed strategic alliance with Fabrica de Papel San Francisco (FAPSA).

➢ Provides Orchids with access to 20k tons of annual capacity.

➢ Access to full spectrum of tissue quality from value to ultra-premium.

➢ Orchids received FAPSA’s US customer list and a non-compete in US market.

➢ Leveraged 160k tons of capacity (low cost structure).

Upgraded Equipment at Pryor, OK Facility ($35MM)

➢ April 2015 – Completed new paper machine in Pryor, OK.

➢ June 2015 – Added new converting line in Pryor, OK.

➢ September 2015 – Upgraded 2 converting lines in Pryor, OK to improve reliability.

➢ September 2015 - Added off line printer capability – 1 line.

➢ June 2017 – Upgraded converting line to improve speed.
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Investment Thesis

Final Stage of 5Yr Strategic Plan – Expand & Upgrade

Expanded on the East Coast – Barnwell, SC ($160MM)
➢ New QRT paper machine, started up in June 2017, is new technology that can produce ultra-

premium bath tissue, kitchen towel, facial tissue, and napkins with a significantly lower cost 
structure than traditional TAD machines due to lower energy costs and fiber mix.

➢ East coast location provides competitive freight and lead time advantage.

➢ Adds 35k tons of ultra-premium capacity, which has higher selling price and healthy margins 
relative to historical mix plus high speed converting assets capable of producing 5+MM cases.  
Also added off line printer.

➢ Ability to produce both premium and ultra-premium quality tissue and towel

➢ Savings of $250-300 per ton provides significant competitive cost advantage vs. ultra-
premium competition.

➢ Ultra-premium capacity in the market is tight, driven by strong growth of 3-5% vs. 1-2% for 
overall private label market.
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New Customer Awards Fill New Capacity

 New customer awards announced in January 2017 (premium) and August 
2017 (ultra-premium) will increase company-wide capacity utilization to 
80%. Expect to be fully sold out by the end of 2018.

 New club channel ultra-premium customer expands Orchids customer 
base.

 Expect recent customer awards to increase revenues from $180 million 
run-rate in Q3-2017 to $220-240 million when fully implemented in Q2-
2018.

 New business begins shipping in Q4-2017.

 Contribution margins on new business are 40-50%.
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Short-Term Catalyst

 Leverage upper-premium and ultra-premium products in a tight 
capacity market, both showing 3-5% growth trends in a 1-2% overall growth 
market.  Will increase overall selling price/ton and margins.

 Increase innovation in the space to expand the tissue category in both 
Orchids Brands and Private Brands and improve competitive advantage.

– Prints, Scents, Emboss, QRT Tissue (Quality Rivals TAD) – higher margin products.

 Develop partnerships with customers who are passionate about their 
private brands and are willing to invest together.

– True growth partnerships reduce the likelihood of annual bids – stabilize volume.

 Develop innovative Brands that differentiate Orchids and create value 
for the consumer (diversify Orchids and reduce risk of bids).

– Regional and national grocers, drug – sell to customers who are not passionate about 
their private brands – higher margin products.

 Grow with the channels that are dominant or growing – Grocery, Club, 
Mass – volume expansion with existing customers.
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Long-Term Catalyst

 Add QRT capacity in existing facilities.  Barnwell and Pryor 
have the space to double in size – support industry growth 
in the ultra-premium space

 Expand geographic footprint into high growth markets with 
lower competition – central, west coast

 M&A - scale

– Consolidation opportunities exist

– Acquire to add geographic advantage

– Joint ventures to increase competitive advantage

 Reintroduce Dividend Strategy – income strategy previously 
successful
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Industry Overview
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Paper Category Dollars by Segment

Nielsen, AOD Scan, Total US xAOC, Latest 52-week ending 09/09/17

 Within the Total US, Paper Category dollar sales equate to $15.3 B and grew slightly vs. 
YA (+0.7%)

 Bath Tissue represents over half of the Total Paper Category (53.4%), and remained fairly 
flat vs. YA

 Paper Towels grew in dollar sales vs. YA (+2.2%), and was actually the segment with the 
largest dollar growth; Paper Napkins was the only segment that declined in dollars



Private Brand Paper Share & Growth by Segment

Nielsen, AOD Scan, Total US xAOC, Latest 52-week ending 09/09/17

TOTAL US xAOC
Private Brand Sales: $4.0 B; +2.7%

• Private Brand holds a notable 

share within each Paper 

segment, and experienced 

dollar growth within nearly all 

segments

• Largest Private Brand growth 

occurred within Facial Tissue, 

followed by Paper Towels

Paper Towels

PB $ Share: 31.0%

PB $ (+/-): +4.3%

NB $ (+/-): +1.2%

Paper Napkins

PB $ Share: 54.4%

PB $ (+/-): -6.8%

NB $ (+/-): +3.9%

Facial Tissue

PB $ Share: 23.9%

PB $ (+/-): +6.0%

NB $ (+/-): -1.7%

Bath Tissue

PB $ Share: 21.4%

PB $ (+/-): +2.6%

NB $ (+/-): -0.5%



Private Brand Best Selling Bath Tissue Brand

Nielsen, AOD Scan, Total US xAOC, Latest 52-week ending 09/09/17

• Private Brand is ranked #1 in Bath Tissue, with $1.7 B in sales and growing 2.6% vs. YA; within PB, the 

#2 and #4 sizes (45 ct and 6 ct) are driving this growth

• Only 3 brands grew in dollar sales vs. YA; 12 ct is the top size within all of these brands, however it also 

declined within each of these brands; interestingly enough 12 ct is the top size within all top brands and 

declined within each



Private Brand Towels Growing at 4.3%

Nielsen, AOD Scan, Total US xAOC, Latest 52-week ending 09/09/17

• Bounty and Private Brand combined make up 70.9% of Paper Towel dollar sales; both of these brands 

are growing in dollar sales

• Bounty saw the largest dollar growth of 8.2%; this growth driven by 12, 6 and 8 ct sizes; 6 and 8 ct

drove growth within Scott Paper Towels

• 15, 6 and 2 ct were the primary drivers of growth in Private Brand, while 8 and 2 ct drove the decline in 

Sparkle Paper Towels



Orchids’ Product Segment Mix

Manufacture and Market Tissue Products with Focus in 
At-Home Market.

Towels
57%

Bath
40%

Napkins
3%

2017 CONVERTED PRODUCT MIX

Branded
26%

Private 
Label

74%

2017 CONVERTED PRODUCT 
SEGMENT MIX



Consumer Spending by Channel

Nielsen, AOD Panel, 2012-2016

▪ Orchids is diversifying its business by adding customers that are in the fastest growing markets 

• Supercenters (Walmart) & warehouse club stores (Sam’s Wholesale Club)
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Competitive Advantage



Competitive Advantage - Technology

QRT Structured Tissue Technology (Barnwell, SC)

➢ Manufactures ultra premium and premium tissue and towels at a lower cost structure than industry 
competitor assets (TAD) with comparable quality.

❖ Lint-free

❖ Great tensile strength (no poke through)

❖ Comparable softness due to thickness (pillow soft)

Fiber Technology (Barnwell, SC)

➢ Allows multiple fiber streams and direct control of fiber placement within the sheet

➢ Decreases fiber cost/ton while meeting or exceeding quality standards

➢ Major Competitors use high cost virgin kraft fiber ($200-$400/ton cost disadvantage)

Converting Technology (Barnwell, SC)

➢ World class converting assets designed to improve roll quality with a lower total operating cost vs. other 
competitive assets

Technology Upgrades -3 paper machines, 10 converting lines (Pryor, OK)

➢ Invested in new conventional paper machine in 2015 (premium paper)

➢ Invested in new converting assets in 2015 and 2017 (high speed, better roll quality)

➢ Upgraded existing converting assets in 2015 (efficiency of older assets)

FAPSA – west coast supplier

➢ World class paper making and converting assets yield a low cost producer status
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Competitive Advantage - Innovation

Best Print Technology in the Industry that can be leveraged to replace existing 

print suppliers and to introduce new print products into a commoditized space.

Add “Hooks” like scents, color, patterns to attract buyers and consumers 

into line extensions vs. “white” only.  Most competitors do not have the capability or 

desire to add innovation.  Orchids has invested in print technology to create a 
competitive advantage.

Designer products in Brands – support regional grocers as well as line 

extensions for major retailers.  Make an “emotional” connection with consumers

– Orchids Supreme Bath Tissue

– Orchids Trends Designer Towel

– Clean/Fresh Scents Towels

– Virtue Scented Bath Tissue

– Tackle Towel – with “Rosie the Riveter” theme

– Create a family of high end ultra premium products to include facial and napkin (Orchids 
Supreme)

Capture Major Trends

– Ultra-premium

– Towel Growth

– Innovation
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Competitive Advantage

 Orchids’ low cost structure drives much higher margins than 
its competitors

* Margins for CLW and CAS represent its tissue segment EBITDA.

20.1%
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2016 Adj. EBITDA Margins



22

Financial Summary



109.6

138.4
161.1 158.1 168.0

6.8

4.3

7.4
6.4

12.8

$116.4

$142.7

$168.4 $164.5
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$200.0

2013 2014 2015 2016 2017

Converted Product Net Sales Parent Rolls Net Sales

(2)

(1) Integration defined as converting volume divided by paper making volume.
(2) 2017 amounts are annualized based on run-rate for 3Q2017.

Tons Produced

CAGR
2013 2014 2015 2016 2017(2)

Converted Product 52,163 63,593 82,972 81,430 82,144 12.0%

Parent Rolls 57,734 68,023 91,326 92,580 104,552 16.0%

Integration(1) 90% 94% 91% 88% 79%

Financial Results
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Net Sales ($Millions)
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(2)

Financial Track Record 
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(1) See appendix for 2017 period Adjusted EBITDA reconciliation.
(2) 2017 amounts are annualized based on run-rate for 3Q2017.

(1)

Adjusted EBITDA ($Millions)

(1)
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(3)

(4)

(1) Cash purchases of Property, Plant and Equipment.
(2) Based on a $36.7 million purchase price of $16.7 million in cash and $20.0 million of common stock.
(3) 2017 Net Sales are annualized based on run-rate for 3Q2017.
(4) Capital Investments for the nine-month period ended September 30, 2017.

Net Sales & Capital Investments ($Millions)

Capital Investments
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$62.5

(1)

Converting Line 9 & Paper 
Machine 5

Net Debt $17.0 $18.6 $33.8 $25.7 $24.1 $23.3 $27.4 $17.4 $16.2 $15.1 $35.3 $71.2 $133.2 $170.0

LTM EBITDA $4.5 $4.9 $4.4 $8.7 $11.9 $24.4 $14.9 $16.2 $21.3 $26.2 $23.8 $31.4 $31.8 $13.2

Leverage 3.8x 3.8x 7.7x 3.0x 2.0x 1.0x 1.8x 1.1x 0.8x 0.6x 1.5x 2.3x 4.2x 12.9x

(2)

$63.2

$88.9

$44.1



(1) Free Cash Flow defined as Adjusted EBITDA less Maintenance Capital Expenditures; See appendix for Adjusted EBITDA reconciliation.
(2) Net Leverage defined as Net Debt divided by Adjusted EBITDA. 
(3) 2017 amounts are annualized based on run-rate for 3Q2017.
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Free Cash Flow

(3)

Dollars ($Millions)

Free Cash Flow(1)
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Net Leverage 1.8x 0.8x 0.5x 0.3x 1.3x 2.2x 4.0x 10.9x
(2)



Management Team

Jeffrey S. Schoen
President and Chief Executive Officer, Director

 President and CEO of Orchids since November 2013

 Joined the Orchids Board in February 2007 and served as Executive Chairman 
from May 2013 to November 2013

 Former Executive VP at Cumberland Swan Holdings, acquired by Berkshire 
Partners in 2006

 Former VP of Operations at Paragon Trade Brands, Inc., acquired by Tyco in 2002

 Held a number of positions at Kimberly Clark - Infant Care (1985 – 1993)

Rod D. Gloss
Chief Financial Officer

 CFO of Orchids since September 2016

 Former CFO, VP Finance, and/or Controller with public manufacturing and mining 
companies in the US and Canada 

 Background in corporate finance, public reporting, treasury operations, strategic 
planning, lean production processes, and accounting 

 Certified Public Accountant, Chartered Global Management Accountant, MBA
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Investment Highlights

➢ Improved Efficiencies with Facility Upgrades

• Most efficient assets in the industry

• Lowest cost tissue producer

➢ Expanded Capacity Geographically

• Competitive freight & lead time advantage

• Enhance ability to serve nationwide customer base

➢ New Customer Wins Drive Increased Capacity Utilization

• Expect capacity utilization to increase to 80% by Q2-2018

• Contribution margins of 40-50%
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Appendix  



Company History

IPO raising 
$15 Million

Formed in 
Pryor, OK

April 1998

July 2005

Fabrica 
Alliance.
20k Tons 

Capacity on 
West Coast

Announced 
Plans for New 

Facility in 
Barnwell, SC.

Secondary 
1.5m Shares.  
Net Proceeds 

of $36.8 
Million.

Increased 
Pryor 

Converting 
Capacity to 
82k Tons

June 2014

New Paper 
Machine in 

Pryor, 
Increased 
Capacity to 
74k Tons

Barnwell 
Completed.
35-40k Tons 

Paper
30-32k Tons 
Converting 
Capacity

April 2015

June 2015

April 2015 June 2017

June 2015



Balance Sheet
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Sep. 30, 2017 Dec. 31, 2016

(Dollars in thousands) (unaudited)

Cash 2,079$          8,750$              

Accounts receivable, net 15,753          8,954                

Inventory, net 20,884          18,414              

Other current assets, inclusive of amounts due from related parties 6,070            11,019              

Property plant and equipment 369,047        320,442           

Accumulated depreciation (80,816)        (71,258)            

Net property plant and equipment 288,231        249,184           

Intangibles and goodwill, net 21,372          22,071              

Other long-term assets 236               1,488                

Total assets 354,625$     319,880$         

Accounts payable, inclusive of amounts due to related parties 21,576$        10,869$           

Other current liabilities 4,378            2,545                

Current portion of long-term debt 169,392        6,728                

Deferred income taxes 24,364          27,334              

Long-term liabilities 5,255            139,159           

Total stockholders' equity 129,660        133,245           

Total liabilities and stockholders' equity 354,625$     319,880$         



Income Statement & Adjusted EBITDA
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Q3 2017 Q3 2016 Q2 2017 2017 2016

Net sales:

Converted product 42,007$          38,284$          34,697$          109,602$          122,867$          

Parent rolls 3,165               1,344               3,746               9,367                 3,918                 

Total net sales 45,172$          39,628$          38,443$          118,969$          126,785$          

Gross profit 2,740$            6,215$            1,514$            6,223$               24,469$            

Net (loss) income 705$                2,213$            (2,047)$           (2,202)$             10,190$            

Diluted net (loss) income per share 0.07$               0.21$               (0.20)$             (0.21)$               0.98$                 

EBITDA 2,873$            6,729$            1,557$            7,171$               25,854$            

Adjusted EBITDA 3,898$            7,094$            2,451$            9,472$               27,093$            

Other Selected Financial Data:

Gross profit margin 6.1% 15.7% 3.9% 5.2% 19.3%

EBITDA margin 6.4% 17.0% 4.1% 6.0% 20.4%

Adjusted EBITDA margin 8.6% 17.9% 6.4% 8.0% 21.4%

(Dollars in thousands, except per share data) (unaudited)

Nine Months Ended September 30,



Adjusted EBITDA Reconciliation
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Q3 2017 Q3 2016 Q2 2017 2017 2016

EBITDA Reconciliation:

Net (loss) income 705$         2,213$   (2,047)$  (2,202)$             10,190$            

      Plus: Interest expense 827           639         560         1,904                 1,187                 

      Plus: Income tax (benefit) expense (2,009)      735         (406)       (2,788)               4,850                 

      Plus: Depreciation 3,117        2,909      3,217      9,558                 8,641                 

      Plus: Intangible amortization 233           233         233         699                    986                    

Earnings Before Interest, Income Tax and 

Depreciation and Amortization (EBITDA) 2,873$      6,729$   1,557$   7,171$               25,854$            

Adjusted EBITDA Reconciliation:

EBITDA 2,873$      6,729$   1,557$   7,171$               25,854$            

    Plus: Stock compensation expense 99             69           168         365                    604                    

    Plus: Relocation costs (50)            296         (70)          (126)                   635                    

    Plus: Barnwell start-up costs 975           -          760         2,047                 -                     

    Plus: Foreign exchange (gain) loss 1                -          (23)          (44)                     -                     

    Plus: Severance from reduction in force -            -          59           59                      -                     

Adjusted EBITDA 3,898$      7,094$   2,451$   9,472$               27,093$            

Nine Months Ended September 30,

(Dollars in thousands) (unaudited)



End of slide show


