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February6, 2004

By PersonalDelivery

DorothyM. Gunn,Clerk BradleyP. Halloran,HearingOfficer
Illinois PollutionControlBoard Illinois Pollution ControlBoard
100WestRandolphStreet JamesR. ThompsonCenter
Suite11-500 100W. Randolph- Suite 11-500
Chicago,IL 60601 Chicago,IL 60601

Re: In the MatterofPetitionofNoveon,Inc. for an Adjusted Standard from 35
Ill. Adm. Code304.122,PCB No. AS 02-5

DearMs. Gum andMr. Halloran:

In connectionwith thehearingon the abovereferencedmatter,Noveon,Inc. is submitting
theWritten TestimonyofLindaShawto theIllinois Pollution ControlBoard,andby carbon
copyto theIllinois EPA. Ms. Shawis theFinanceManagerofthePolymerAdditivesbusiness
unit andPlantControlleroftheAkronPlantofNoveonunderaclaim oftradesecretprotection,
or, in thealterative,asconfidentialdatasubmittedundertheIllinois EnvironmentalProtection
Act, pursuantto 5 ILCS 5/7(a) and35 Il. Adm. CodePart130.

A tradesecretis definedas“thewholeor anyportionorphaseof any. . . businessplan..
.“ under35 Ii. Adm. CodeSection101.202. This document,andits attachedspreadsheet

(HenryPlantS&I’s, IJnaudited,Proforma)includesproductionfiguresandcostsandprofits of
Noveon’sHemy facility. We areprovidingthis testimonyto theBoardandIllinois EPA undera
claimoftradesecretorothernon-disciosableinformationpursuantto 2 Ill. Adm. CodePart130,
arid this documenthasbeenmarkedin accordancewith therulesconcerningsuchclaims.

To facilitatetheIllinois Pollution ControlBoard’sprotectionof theenclosedinformation
asprotectedasatradesecretor, in thealternative,as, we areprovidingtheinformationrequired
by 2 Ill. Adm. CodeSection 130.203orSection130.404. This informationin theenclosed
testimonyis not availablepublicly outsideofNoveonandis restrictedinformationwithin
Noveon. Noveonusesthis informationaspartofits businessplan to planstrategically.The
informationis consideredsensitivein a competitivemarketandthedisclosureofbusiness
planningandmanufacturingandselling costswouldprovide acompetitiveadvantageto an
outsider,particularlyNoveon’scompetitors.This informationis availableto only keyNoveon
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employeesinvolved in marketing,planningandproduction. It is not availableto outsideparties
or evengenerallyto otherpartieswithin thecompany.Noveontreatstheinformationas
confidentialandproprietarywithin its business.Noveonhasno knowledgethatthe information
requestedby theBoardhaseverbeenpublishedordisseminatedbeyondthecompanyexceptto
attorneysand agentsobligatedto treat theinformation asprotected.

Pleasefeel freeto contactmeconcerningany additionalinformationyouneedwith
respectto Noveon’sclaimoftradesecretorotherconfidential,non-disciosableprotection.

Very truly yours,

SheilaH. Deely

cc: DeborahWilliams, Illinois EPA (by facsimileandmail)
KenWilliiigs
LindaShaw
Mark Latham

CHO2/22291764.1



iN THE MATTER OF:

PetitionofNoveon,Inc.

for anAdjustedStandardfrom
35 Iii. Adm. Code304.122

)
)
)
)
)
)
)

CLERK’S OFFICE

FEB - 6 200k
TATE OF ILL%I’IOIS

Pollution Control oar

NOTICE OF FILING

DorothyM. Gunn,Clerk
Illinois Pollution ControlBoard
JamesR. ThompsonCenter
100 WestRandolphStreet
Suite11-500
Chicago,IL 60601

DeborahWilliams
AssistantCounsel
Division ofLegal Counsel
Illinois EnvironmentalProtection

Agency
1021 N. GrandAvenueEast
Springfield, IL 62794-9276

BradleyP.Halloran
HearingOfficer
Illinois Pollution ControlBoard
JamesR. ThompsonCenter
100 WestRandolphStreet
Suite 11-500
Chicago,IL 60601

PLEASE TAKE NOTICE that on Monday,February9, 2004, we filed the attached
SubstitutedWritten Testimonyof LindaM. Shawwith theIllinois Pollution ControlBoard,a
copyofwhich is herewithserveduponyou.

RichardJ.Kissel
MarkLatham
SheilaH. Deely
GARDNERCARTON& DOUGLAS LLP
191 N. WackerDrive — Suite3700
Chicago,IL 60606

Respectfullysubmitted,

NOVEON,INC.

By:
OneofIts Attorney

BEFORETHE ILLINOIS POLLUTION CONTROL BOARD

AS 02-5

THIS FILING IS SUBMITTED ON RECYCLED PAPER



CERTIFICATE OF SERVICE

Theundersignedcertifies that a copyof the foregoingNoticeof Filing andSubstituted

Written Testimonyof Linda M. Shawwasfiled by handdeliverywith the Clerkofthe Illinois

Pollution Control Board and servedupon the partiesto whom said Notice is directedby first

classmail, postageprepaid,by depositing in the U.S. Mail at 191 N. WackerDrive, Chicago,

Illinois on Monday,February9, 2004 andfacsimile.

,%~/LLi~~

CHO1/12336676.1



TRADE SECRET
NON-DISCLOSABLEINFORMATION

BEFORE THE ILLINOIS POLLUTION CONTROL BOARD

IN THE MATTER OF: )
)

Petition ofNoveon, Inc. )
) AS 02-5
)

for an Adjusted Standard from )
35 Ill. Adm. Code304.122 )

WRITTEN TESTIMONY OF LINDA M. SHAW

I am Linda M. Shaw, FinanceManagerof the PolymerAdditives businessunit

and PlantController of the Akron Plantof Noveon, Inc. My purposeheretodayis to

explainthefinancialperformanceoftheHenryPlantofNoveon,Inc. in years2001,2002

and2003.

I. ProfessionalCredentials

I base my testimony on more than 20 years of financial experiencewith

NoveonlBFGoodrich. Since 1998 I have performedfinancial analysissolely for the

PolymerAdditivesbusinessunit ofwhich the Henry plant resides. Pleaserefer to my

resumefor a completelisting of the positionsheld and the knowledgeand experienced

acquiredduringmy career.

II. Historical Proforma Financial Results

TheHenryPlant Salesand Income(S&I) reportis an unauditedreport compiled

primarily from using financialdatafrom theinformationsystems.. This financialdatais

usedin theordinarycourseofbusinessand relieduponwithin Noveonfor management

purposes.This reportis usedby managementto gain an understandingof the financial



TRADE SECRET
NON-DISCLOSABLE INFORMATION

conditionof the Henryplant and to makedecisions. Thedefinition and sourceof each

line item on theS&I areasfollows:

A) Volume: Salesvolume sold to non-affiliated third parties. The sourceof this

informationis the salessystemwhichties backto the generalledgeraccounting

system.

B) Revenue: Net salesvalue sold to non-affiliated third parties. Net sales is

calculatedby taking gross salesless allowances,returnedgoods and pricing

adjustments.The sourceof this informationis the salessystemwhich tiesback

to the generalledgeraccountingsystem.

C) VariableCosts: Variableportion ofcostof goodssold. It is themanufacturing

coststhatvarybasedon salesvolumeandincludeslargely rawmaterials,utilities

and freight. Noveonusesstandardcoststhat aredevelopedon anannualbasis

for eachproductasa startingpoint in determiningvariablecosts. The variable

portion ofthe standardcostof eachproductis multiplied by the salesvolumeof

eachproductto determinethe standardvariable costs. Freightand production

variancesarethenaddedto thestandardvariablecoststo arrive at total variable

costs. Productionvariancesareeitherfavorableor unfavorableand occurwhen

actualrawmaterial pricing,actualrawmaterialusage,actualutility pricingand

actual utility usage are different than the assumptionsused to develop the

standardcosts. For example,if a raw materialprice is higher than what was

assumedin the standardcost, an unfavorable raw material pricing variance

occurs and the varianceis addedto the variable standardcost along with any
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otherproductionvariancesand freight to determinethe total variablecost. The

sourceofthis informationis thegeneralledgeraccountingsystem.

D) Market Contribution: RevenuelessVariableCosts. It is the variablemarginof

the businessusedto cover the salaries,overhead,depreciation,rent, insurance

and taxes of the manufacturingoperationsand the SG&A that support the

businessunit andto earnaprofit.

E) ManufacturingOverheadCosts: Fixedportion of cost of goodssold. It is the

manufacturingcoststhat do not vary basedon salesvolume and includesthe

direct and indirect productcosts at the plant suchas salaries,overhead,rent,

insuranceand taxes. The source of this information is the general ledger

accountingsystem.

F) Gross Margin: Market Contribution less Manufacturing OverheadCosts. It

representsthe margin of the businessused to cover the salaries,overhead,

depreciation,rent, insuranceand taxesof the SG&A that support the business

unit andto earnaprofit.

G) Direct SG&A Costs: Selling and generaladministrative costs that directly

support the businessunit such as warehousing,marketing, sales, R&D and

businessadministration. Someof thesecostsareincurreddirectly at the Henry

plant while somecostsareallocatedto theplantbasedon a fixed percentagethat

representsthe amountof effort neededto support theplant. The sourceof this

informationis thegeneralledgeraccountingsystem.

H) CorporateSG&A Costs: Selling and generaladministrativecosts that arenot

directly relatedto thebusinessunit but arenecessaryto runa companysuchas
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ExecutiveOffice, Legal, Treasury,IT and CorporateFinance. Noveon’spolicy

is to hold thesecostsin a Corporatepool and not allocatethemto the business

units. The incomefrom thebusinessunits, however,must coverthesecostsas

well as interestand taxesto generatea profit for the company. Thesecosts

typically average5-6%ofrevenue.

I) OperatingIncome: GrossMargin less SG&A Costs. It is the incomeearnedby

thebusinessthatis usedto coverinterestand taxesandgeneratea profit for the

company.

J) Plant, Property and Equipment: The book value of the plant, property and

equipmentof the Henry plant. The sourceof this information is the general

ledgeraccountingsystem.

III. Ammonia-Nitrogen Treatment Alternatives Analysis

I wasdirectedto assesstheeffect ofthecostsof certainalternativesasdetermined

in the Memorandumto Mark Latham, Esq. concerningAmmonia-NitrogenTreatment

Alternativesby T. HoustonFlippin memorandumdatedMay 17, 2002. I assessedthe

costsreportedin that memorandumof treatmentalternatives3 (alkalineair strippingof

secondaryclarifier effluent), 6 (nitrification of PVC tank wastewater),7 (nitrification of

combinedwastewaters),and 10 (nitrification of secondaryclarifiereffluent).

There would be financial implications if the Henry plant would be requiredto

implement one of theseAmmonia-Nitrogen TreatmentAlternatives discussedin T.

HoustonFlippin memorandumdatedMay 17, 2002. The financial implicationswould

vary for eachalternativeasaresultof thecapital investmentthat would be requiredand
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the additionaloperatingandmaintenancecoststhat would be incurred. The breakdown

ofthefinancialimplicationsareasfollows:

A) Incrementalcosts: TheHenryplant would incur additionaloperatingand

maintenancecosts to treat the ammonia-nitrogen. The costs of each

alternativetreatmentaredetailedin theT. HoustonFlippin memorandum

datedMay 17, 2002.

B) Depreciation: The Henry plant would be required to invest additional

capital to treat the ammonia-nitrogen.This capitalwould be depreciated

over the lives of the assetswhich are typically set at a maximum of 15

years.

C) Incremental capital: The Henry plant would be required to invest

additional capital to treat the ammonia-nitrogen.This capitalwould be a

further investmentin theHenryplant. Thecapitalcostof eachalternative

treatmentis detailedin the T. HoustonFlippin memorandumdatedMay

17, 2002.

Redacted
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Redacted
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Redacted
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Redacted

LindaM. Shaw
FinanceManager,PolymerAdditives

PlantController, Akron
Noveon,Inc.

CHOI/12337053.I
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Noveon Restricted
Trade Secret Non-Disciosable

Information
Henry Plant S&IIs* (Unaudited, Proforma)

000’s

REDACTED
Footnotes:
(A) Trade sales volume
(B) Gross sales less allowances, returned goods, and pricing adjustments
(C) Production costs that varywith volume such as raw materials, utilities and freight
(D) Revenue less Variable Costs
(E) Direct and indirect production costs that are “fixed” in nature such as salaries, overhead, rent, insurance, taxes
(F) Market Contribution less Manufacturing Overhead
(G) Costs that directlysupport the business unit such as marketing, sales, R&D and business administration
(H) Corporate costs that are not directly related to the business but are necessary to run a company such as IT, Treasury, Corporate Finance, Executive Office;

Noveon’s policy is to not allocate these costs to the business units; the income from the business units, however, must cover these costs as well as
interest and taxes to generate income for the company. For Noveon, these costs typIcally average 5-6% of revenue. Used 5.5% for this analysis.

(I ) Gross Margin less SG&A
(J) Book value of the Henry plant fixed assets such as plant, property and equipment

(1) Treatment Alternatives perT. Houston Flippin memorandum dated May 17, 2002
(2) Annual operating and maintenance Cost Estimates for Treatment Alternatives
(3) Depreciation related to the capital costs estimates for Treatment Alternatives
(4) Capital cost estimates for Treatment Alternatives



Linda M. Shaw

8877 SherriDrive Home:330-467-6056
Macedonia,OH44056 Work: 330-374-3954

EXPERIENCE NoveonInc. (formerly BFGoodrich) July 1981 — Present
A $1.1 billion revenuecorporationheadquarteredin Brecksville,Ohio
with majorbusinesssegmentsin acrylicpolymerthickeners,chlorinatedPVC,
thermoplasticpolyurethanes,coatingemulsions,andplasticandrubberadditives.

1998—Present FinanceManager— PolymerAdditivesDivision/PlantController - Akron;
Akron OH
• Businessanalystof $90million globalbusinessunit with plantsin theU~S.and

operationsin EuropeandAsia Pacific,reportingto thebusinessunit Vice
PresidentandVice President/Controller

• Responsiblefor fmancialandstrategicplanning,operationalanalysis,and
fmancialjustificationof businessunitprojectsandcapitalinvestments

• Providedfmancialguidancetomarketingandsalespersonnelon productpricing
andsalesproposals

• Performeddivestmentandacquisitionanalysis
• Responsiblefor accountingandcontrolsat theAkron facility with anannual

operatingbudgetof $16million andemploymentof 120(2001-present)

1995— 1998 Manager, GeneralLedgerandCostAccounting— PerformanceMaterials
Segment;BrecksvilleOH
• Responsiblefor thegeneralledger,costandcapital accountingfunctionsof the

entiresegmentincludingthesupervisionof sevenemployees
• LedthedesignandimplementationoftheJDEgeneralledgersystem
• Assistedtheimplementationofcustomerorder,inventory,manufacturingand

capitaltrackingsystems
• Supportedbusinessunits in the integrationof acquisitionsby providingfmancial

directionon accountingpoliciesandstructuringof thegeneralledger

1993— 1995 Manager,GeneralLedger,BudgetingandReporting— PerformanceMaterials
Segment;BrecksvilleOH
• Responsiblefor thegeneralledgeraccounting,internationalaccounting,

budgetingandfinancial reportingfunctionsoftheentire segmentincludingthe
supervisionof four employees

• Coordinatedthebudgetingprocessfor the segment
• Directedtheglobalizationofthe foreignsubsidiaries’resultsinto thedomestic

businessunit resultsandtheintegrationoftheCanadianentity
• DevelopedPCspreadsheetsandcomputerprogramsgeneratingsavingsequalto

thecostofoneemployee

1990— 1993 Supervisor,Financial ReportingandBudgeting— PerformanceMaterials
Segment;BrecksvilleOH

1988— 1990 Supervisor,LedgerandReporting— Geon VinylDivision; IndependenceOH
1986— 1988 SpecialAccountant,CostAccounting— Geon Vinyl Division; IndependenceOH
1982— 1986 Sr.Accountant& Accountant, Intern ationalAccounting— ChemicalGroup;

IndependenceOH
1981— 1982 AssociateAccountant,ACDP— ChemicalGroup; IndependenceOH


