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Item 1.01 Entry into a Material Definitive Agreement.
Annual Incentive Awards

On February 21, 2005, PolyOne Corporation’s Compensation and Governance Committee of the Board of Directors (the “Committee”) approved annual
cash incentive awards for 2004 under PolyOne’s Senior Executive Annual Incentive Plan to certain executive officers of PolyOne, including named executive
officers. The Committee approved the following awards to the named executive officers of PolyOne:

Name Annual Incentive

Year-end Payment
Thomas A. Waltermire $ 757,374
V. Lance Mitchell $ 180,965
Michael L. Rademacher $182,571
Wendy C. Shiba $209,065
W. David Wilson $214,753

These named executive officers also previously received a mid-year payment of their annual incentive awards earlier in the year, which amounts are not
included above. The performance measures relevant to the cash bonus determination for fiscal year 2004 were targeted levels of business unit operating
income and total company cash flow for Messrs. Mitchell and Rademacher and total company operating income, total company cash flow and debt reduction
for Messrs. Waltermire and Wilson and Ms. Shiba. The annual incentive awards were based on the Committee’s determination of the extent to which the
performance measures for fiscal year 2004 had been achieved. The Senior Executive PolyOne Annual Incentive Plan has been previously filed by the
Company as an exhibit to its Annual Report on Form 10-K.

Non-employee Director Compensation

On February 22, 2005, the Board of Directors of PolyOne Corporation (the “Board”) established the total base compensation for non-employee Directors
as $100,000 to be paid 50% in cash and 50% in share awards. This amount will consist of an annual cash retainer of $50,000 and an annual share award of
$50,000. An additional annual cash retainer for the Non-executive Chairman remains at $200,000. Newly elected non-employee Directors will receive a share
award of 8,500 shares of PolyOne common stock upon their election to the Board.

The Board also established the following fees for non-employee Directors’ service on the Board: additional annual cash retainer for the Audit Committee
Chairman — $10,000; additional annual cash retainer for the Compensation and Governance Committee Chairman — $10,000; additional annual cash
retainer for the Financial Policy Committee Chairman — $5,000; additional annual cash retainer for the Environmental, Health and Safety Committee
Chairman — $5,000; and meeting fee for each Board or committee meeting that is not on the regular annual schedule of meetings — $2,000 (in-person
meetings), $1,000 (significant telephonic meetings).

The new compensation arrangements for the non-employee Directors will take effect on April 1, 2005.
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