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Noltex L.L.C. Addendum to Application for Appraised Value Limitation

BACKGROUND

Noltex L.L.C (“Noltex”) submitted an application (dated February 19, 2013) for appraised value
limitation on qualified property pursuant to Texas Tax Code, Chapter 313, in relation to a facility
expansion project at its plant in La Porte, TX. This document serves as an addendum of additional
information to provide clarification surrounding the scope of the facility, planned expansion, and
valuation.

DISCUSSION

Noltex began the manufacture of Ethylene Vinyl Alcohol Copolymer (EVOH) in 1996 in La Porte
Texas. Through capacity expansion and debottlenecking, the current capacity is 23,000 metric tons
(MT).

The current Noltex manufacturing facility consists of two manufacturing lines each capable of
producing 11,500MT of EVOH annually, distillation columns for solvent recovery and raw material
purification, raw material preparation and storage areas, waste water handling, utilities (natural gas,
nitrogen, steam, demineralized water, process water, fire water, cooling tower water, potable water,
and refrigerated brine systems), storage tanks for various raw materials and waste gas handling
systems in the form of aflare and regenerative thermal oxidizer (RTO). Pipelines deliver the major
raw materials of ethylene gas, vinyl acetate monomer and methanol.

The manufacturing process consists of combining methanol (solvent) with ethylene gas (monomer)
and vinyl acetate (monomer) in the presence of an organic peroxide initiator in a reactor under
controlled temperature and pressure. The resulting ethylene vinyl acetate paste (EVAC) is then
processed to remove unreacted vinyl acetate and ethylene monomers. The EVAC is treated to
convert it into EVOH. The remaining manufacturing processes convert the EVOH paste into a solid
pellet, chemically treat the pellets to impart desired properties, dry the pellets to within specification
and then package the pellets in 600kg boxes, 25kg bags or 21,000kg bulk trucks. The packaged
product is then shipped to offsite warehouses for storage and shipment to the customer.

The Line 3 project is taking place on currently undeveloped land and will consist of a third
manufacturing line capable of initially being able to produce 15,000MT per year. It will incorporate
a new manufacturing line, digtillation and solvent recovery systems, packaging and shipping
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facilities. The overall manufacturing process will essentially be identical to the existing facility,
just on alarger scale.

While the Line 3 project consists mainly of new construction and equipment, some expansion and
tie-in to existing facilitiesisrequired. Thisincludes:

- A new thermal oxidizer and flare will be constructed which will be used by all three lines.

- Sharing of the existing RTO with the Line 3 strand forming process area.

- A new demineralized water generation unit bringing the site total from two to three.

- Tie-ins will be required for process water, nitrogen, natural gas, steam, raw materials

(ethylene, vinyl acetate and methanal), fire water and waste water.
- Various existing additive tanks will require expansion with tie-in piping to Line 3.

The expansion costs associated with Line 3 will be accounted for through the use of specified
authorization for expenditures (AFE’s), and Noltex will be able to distinguish between investments
made for this expansion project apart from costs incurred from Lines 1 and 2. Noltex will request a
separate property tax account from the appraisal district in order to further segregate valuation
associated with existing capital and the new qualified property to be subject to the appraisal value
limitation.

ANY TAX ADVICE IN THISCOMMUNICATION ISNOT INTENDED OR WRITTEN BY
KPMG TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY OTHER PERSON
ORENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT MAY BE IMPOSED
ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR RECOMMENDING TO
ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.

Our advicein this document is limited to the conclusions specifically set forth herein and is based
on the compl eteness and accuracy of the above-stated facts, assumptions and representations. If any
of the foregoing facts, assumptions or representations is not entirely complete or accurate, it is
imperative that we be informed immediately, as the inaccuracy or incompleteness could have a
material effect on our conclusions. In rendering our advice, we may consider, for example, the applicable
provisions of the Internal Revenue Code of 1986 and ERISA, as amended, and the relevant state and foreign
statutes, the regulations thereunder, income tax treaties, and judicial and administrative interpretations,
thereof. These authorities are subject to change, retroactively and/or prospectively, and any such
changes could affect the validity of our conclusions. We will not update our advice for subsequent
changes or modifications to the law and regulations or to the judicial and administrative
interpretations thereof.
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The advice or other information in this document was prepared for the sole benefit of KPMG's
client and may not be relied upon by any other person or organization. KPMG accepts no

responsibility or liability in respect of this document to any person or organization other than
KPMG'sclient.

Process Description v1_2.docx



