
CORPORATE GOVERNANCE – FREQUENTLY ASKED QUESTIONS

Does WEC have
Corporate Governance
Guidelines?

Yes, since 1996 the Board has maintained Corporate Governance Guidelines that
provide a framework under which it conducts business. The Corporate Governance
Committee reviews the Guidelines annually to ensure that the Board is providing
effective governance over the affairs of the Company. The Guidelines are available in
the “Governance” section of the Company’s Website at www.wisconsinenergy.com
and are available in print to any stockholder who requests them in writing from the
Corporate Secretary.

How are directors
determined
to be independent?

No director qualifies as independent unless the Board affirmatively determines that the
director has no material relationship with the Company. The Corporate Governance
Guidelines provide that the Board should consist of at least a two-thirds majority of
independent directors.

What are the Board’s
standards of independence?

The guidelines the Board uses in determining director independence are located in
Appendix A of the Corporate Governance Guidelines. These standards of
independence, which are summarized below, include those established by the New
York Stock Exchange as well as a series of standards that are more comprehensive
than New York Stock Exchange requirements. A director will be considered
independent by the Board if the director:

• has not been an employee of the Company for the last five years;
• has not received, in the past three years, more than $120,000 per year in direct

compensation from the Company, other than director fees or deferred
compensation for prior service;

• is not a current partner or employee of a firm that is the Company’s internal or
external auditor, was not within the last three years a partner or employee of
such a firm and personally worked on the Company’s audit within that time, or
has no immediate family member who is a current employee of such a firm and
personally works on the Company’s audit;

• has not been an executive officer, in the past three years, of another company
where any of the Company’s present executives at the same time serves or
served on that other company’s compensation committee;

• in the past three years, has not been an employee of a company that makes
payments to, or receives payments from, the Company for property or services
in an amount which in any single fiscal year is the greater of $1 million or 2% of
such other company’s consolidated gross revenues;

• has not received, in the past three years, remuneration, other than de minimus
remuneration, as a result of services as, or being affiliated with an entity that
serves as, an advisor, consultant, or legal counsel to the Company or to a
member of the Company’s senior management, or a significant supplier of the
Company;

• has no personal service contract(s) with the Company or any member of the
Company’s senior management;

• is not an employee or officer with a not-for-profit entity that receives 5% or more
of its total annual charitable awards from the Company;

• has not had any business relationship with the Company, in the past three years, for
which the Company has been required to make disclosure under certain rules of
the Securities and Exchange Commission;

• is not employed by a public company at which an executive officer of the
Company serves as a director; and

• does not have any beneficial ownership interest of 5% or more in an entity that has
received remuneration, other than de minimus remuneration, from the Company,



its subsidiaries or affiliates.

The Board also considers whether a director’s immediate family members meet the
above criteria, as well as whether a director has any relationships with WEC’s
affiliates for certain of the above criteria, when determining the director’s
independence.

Who are the independent
directors?

The Board has affirmatively determined that Directors Bergstrom, Bowles, Chadwick,
Cornog, Culver, Fischer, Payne, Stanek and Stratton have no relationships described
in the Board’s standards of independence noted above and otherwise have no material
relationships with WEC and are independent. This represents 90% of the Board.
Director Klappa is not independent due to his present employment with WEC.

Since 2005, WEC has engaged Robert W. Baird & Co. primarily to provide consulting
services for investments held in the Company’s various benefit plan trusts. The Board
reviewed the terms of this engagement, including the approximately $379,000 in fees
paid to Baird in 2011 (which are less than one-tenth of 1% of Baird’s total revenue),
and Ms. Stanek’s position at Baird, and concluded that such engagement is not
material and did not impact Ms. Stanek’s independence.

What are the committees of
the Board?

The Board of Directors has the following committees: Audit and Oversight,
Compensation, Corporate Governance, Finance, and Executive.

All committees, except the Executive Committee, operate under a charter approved by
the Board. A copy of each committee charter is posted in the “Governance” section of
the Company’s Website at www.wisconsinenergy.com and is available in print to any
stockholder who requests it in writing from the Corporate Secretary. The members and
the responsibilities of each committee are listed later in this proxy statement under the
heading “Committees of the Board of Directors.”

Are the Audit and
Oversight, Corporate
Governance and
Compensation Committees
comprised solely of
independent directors?

Yes, these committees are comprised solely of independent directors, as determined
under New York Stock Exchange rules and the Board’s Corporate Governance
Guidelines.

In addition, the Board has determined that each member of the Audit and Oversight
Committee is independent under the rules of the New York Stock Exchange applicable
to audit committee members. The Audit and Oversight Committee is a separately
designated committee established in accordance with Section 3(a)(58)(A) of the
Securities Exchange Act of 1934, as amended.

Is the office of CEO
combined with the office
of Chairman of the Board?

Yes, the office of CEO is combined with the office of Chairman of the Board.
Consistent with WEC’s Bylaws and its Corporate Governance Guidelines, the Board
retains the right to exercise its discretion in combining or separating the offices of
Chief Executive Officer and Chairman of the Board. Given the uniqueness and
complexity of the Company’s industry, operations and regulatory environment, the
Board believes that having a combined CEO and Chairman is the appropriate structure
for the Company. This combined structure provides the Company with clear
leadership and a single voice in implementation of its strategy and in leading
discussions at the Board level.

The Board currently does not appoint a lead independent director; however, Director
Bowles, the chair of the Corporate Governance Committee, acts as presiding director
whenever the independent directors meet in executive session without any
management present. The Board believes that such leadership evolves naturally and
may vary depending upon the issue under consideration. Therefore, the Board does not
believe that the appointment of a designated lead independent director is necessary.



Do the non-management
directors meet separately
from management?

Yes, at every regularly scheduled Board meeting non-management (non-employee)
directors meet in executive session without any management present. All non-
management directors are independent. The chair of the Corporate Governance
Committee, currently Director Bowles, presides at these sessions.

What is the Board’s role in
risk oversight?

The Board oversees our risk environment and has delegated specific risk monitoring
responsibilities to the Audit and Oversight Committee and the Finance Committee as
described in each committee’s charter. Both of these committees routinely report back
to the Board. The Board and its committees also periodically receive briefings from
management on specific areas of risk as well as emerging risks to the enterprise. The
Board’s role in risk oversight had no effect on the Board’s decision to keep the roles
of Chairman and CEO combined.

The Audit and Oversight Committee periodically hears reports from management on
the Company’s major risk exposures in such areas as compliance, environmental,
legal/litigation and ethical conduct and steps taken to monitor and control such
exposures. This committee also devotes at least one meeting annually to risk
oversight. The Finance Committee discusses the Company’s risk assessment and risk
management policies, and provides oversight of insurance matters to ensure that its
risk management program is functioning properly. Both committees have direct access
to, and meet as needed with, Company representatives without other management
present to discuss matters related to risk management.

The CEO, who is ultimately responsible for managing risk, routinely reports to the
Board on risk-related matters. As part of this process, the business unit leaders identify
existing, new or emerging issues or changes within their business area that could have
enterprise implications and report them to senior management. Management is tasked
with ensuring that these risks and opportunities are appropriately addressed. In
addition, the Company has established a Compliance Risk Steering Committee,
comprised of senior level management employees, whose purpose is to foster an
enterprise-wide approach to managing compliance. The results of each of these risk-
management efforts are reported to the CEO and to the Board or its appropriate
committee.

How can interested parties
contact the members of the
Board?

Correspondence may be sent to the directors, including the non-management directors,
in care of the Corporate Secretary, Susan H. Martin, at the Company’s principal
business office, 231 West Michigan Street, P.O. Box 1331, Milwaukee,
Wisconsin 53201.

All communication received as set forth above will be opened by the Corporate
Secretary for the sole purpose of confirming the contents represent a message to the
Company’s directors. Pursuant to instructions from the Board of Directors, all
communication, other than advertising, promotion of a product or service, or patently
offensive material, will be forwarded promptly to the addressee.

Does the Company have a
written code of ethics?

Yes, all WEC directors, executive officers and employees, including the principal
executive, financial and accounting officers, have a responsibility to comply with
WEC’s Code of Business Conduct, to seek advice in doubtful situations and to report
suspected violations.

WEC’s Code of Business Conduct addresses, among other things: conflicts of interest;
confidentiality; fair dealing; protection and proper use of Company assets; and
compliance with laws, rules and regulations (including insider trading laws). The
Company has not provided any waiver to the Code for any director, executive officer
or other employee.

The Code of Business Conduct is posted in the “Governance” section of the
Company’s Website at www.wisconsinenergy.com. It is also available in print to any



stockholder upon request in writing to the Corporate Secretary.

The Company has several ways employees can raise questions concerning WEC’s
Code of Business Conduct and other Company policies. As one reporting mechanism,
the Company has contracted with an independent call center for employees to
confidentially and anonymously report suspected violations of the Code of Business
Conduct or other concerns, including those regarding accounting, internal accounting
controls or auditing matters.

Does the Company have
policies and procedures in
place to review and approve
related party transactions?

All employees of WEC, including executive officers, and members of the Board are
required to comply with WEC’s Code of Business Conduct. The Code addresses,
among other things, what actions are required when potential conflicts of interest may
arise, including those from related party transactions. Specifically, executive officers
and members of the Board are required to obtain approval of the Audit and Oversight
Committee chair (1) before obtaining any financial interest in or participating in any
business relationship with any company, individual or concern doing business with
WEC or any of its subsidiaries, (2) before participating in any joint venture,
partnership or other business relationship with WEC or any of its subsidiaries, and
(3) before serving as an officer or member of the board of any substantial outside for-
profit organization (except the Chief Executive Officer must obtain the approval of the
full Board before doing so and members of the Board of Directors must obtain the
prior approval of the Corporate Governance Committee). Executive officers must
obtain the prior approval of the Chief Executive Officer before accepting a position
with a substantial non-profit organization; members of the Board must notify the
Compliance Officer when joining the board of a substantial non-profit organization,
but do not need to obtain prior approval.

In addition, WEC’s Code of Business Conduct requires employees and directors to
notify the Compliance Officer of situations where family members are a supplier or
significant customer of WEC or employed by one. To the extent the Compliance
Officer deems it appropriate, she will consult with the Audit and Oversight Committee
chair in situations involving executive officers and members of the Board.

Does the Board evaluate
CEO performance?

Yes, the Compensation Committee, on behalf of the Board, annually evaluates the
performance of the CEO and reports the results to the Board. As part of this practice,
the Compensation Committee obtains from each non-employee director his or her
opinion and input on the CEO’s performance.

The CEO is evaluated in a number of areas including leadership, vision, financial
stewardship, strategy development, management development, effective
communication with constituencies, demonstrated integrity and effective
representation of the Company in community and industry affairs. The chair of the
Compensation Committee shares the evaluation results with the CEO. The process is
also used by the Committee to determine appropriate compensation for the CEO. This
procedure allows the Board to evaluate the CEO and to communicate the Board’s
expectations.



Does the Board evaluate its
own performance?

Yes, the Board annually evaluates its own collective performance. Each director is
asked to consider the performance of the Board on such things as: the establishment of
appropriate corporate governance practices; providing appropriate oversight for key
affairs of the Company (including its strategic plans, long-range goals, financial and
operating performance, risks to the enterprise and customer satisfaction initiatives);
communicating the Board’s expectations and concerns to the CEO; overseeing
opportunities critical to the Company; and operating in a manner that ensures open
communication, candid and constructive dialogue as well as critical questioning. The
Corporate Governance Committee uses the results of this process as part of its annual
review of the Corporate Governance Guidelines and to foster continuous improvement
of the Board’s activities.

Is Board committee
performance evaluated?

Yes, each committee, except the Executive Committee, conducts an annual
performance evaluation of its own activities and reports the results to the Board. The
evaluation compares the performance of each committee with the requirements of its
charter. The results of the annual evaluations are used by each committee to identify
both its strengths and areas where its governance practices can be improved. Each
committee may adjust its charter, with Board approval, based on the evaluation
results.

Are all the members of the
Audit Committee
financially literate and does
the
committee have an “audit
committee financial
expert”?

Yes, the Board has determined that all of the members of the Audit and Oversight
Committee are financially literate as required by New York Stock Exchange rules and
qualify as audit committee financial experts within the meaning of Securities and
Exchange Commission rules. Director Fischer serves on the audit committee of three
other public companies. The Board determined that his service on these other audit
committees will not impair Director Fischer’s ability to effectively serve on the Audit
and Oversight Committee. No other member of the Audit and Oversight Committee
serves as an audit committee member of more than three public companies. For this
purpose, the Company considers service on the audit committees of Wisconsin Energy
Corporation and Wisconsin Electric Power Company to be service on the audit
committee of one public company because of the commonality of the issues
considered by those committees.

What are the principal
processes and procedures
used by the Compensation
Committee to determine
executive and director
compensation?

One of the principal responsibilities of the Compensation Committee is to provide a
competitive, performance-based executive and director compensation program. This
includes: (1) determining and periodically reviewing the Committee’s compensation
philosophy; (2) determining and reviewing the compensation paid to executive
officers (including base salaries, incentive compensation and benefits); (3) overseeing
the compensation and benefits to be paid to other officers and key employees;
(4) establishing and administering the Chief Executive Officer compensation package;
and (5) reviewing the results of the most recent stockholder advisory vote on
compensation of the named executive officers. The Compensation Committee is also
charged with administering the compensation package of WEC’s non-employee
directors. The Compensation Committee meets with the Corporate Governance
Committee annually to review the compensation package of WEC’s non-employee
directors and to determine the appropriate amount of such compensation. Although it
has not chosen to do so, the Committee may delegate all or a portion of its duties and
responsibilities to a subcommittee of the Committee.

WEC engaged (outside of the Compensation Committee) Towers Watson, a
compensation consulting firm, to provide the Compensation Committee and Chief
Executive Officer with compensation data regarding general industry and the energy
services industry. Although the Compensation Committee relies on this compensation
data, Towers Watson does not recommend the amount or form of executive or director
compensation. While Towers Watson was not engaged directly by the Compensation
Committee, the Committee has unrestricted access to Towers Watson and may retain



its own compensation consultant at its discretion.

The Chief Executive Officer, after reviewing the compensation data compiled by
Towers Watson and each executive officer’s individual experience, performance,
responsibility and contribution to the results of the Company’s operations, makes
compensation recommendations to the Committee for all executive officers other than
himself. The Compensation Committee is free to make adjustments to such
recommendations as it deems appropriate. For more information regarding our
executive compensation processes and procedures, please refer to the “Compensation
Discussion and Analysis” later in this proxy statement.

Does the Board have a
nominating committee?

Yes, the Corporate Governance Committee is responsible for, among other things,
identifying and evaluating director nominees. The chair of the Committee coordinates
this effort.

What is the process used to
identify director nominees
and how do I recommend a
nominee to the Corporate
Governance Committee?

Candidates for director nomination may be proposed by stockholders, the Corporate
Governance Committee and other members of the Board. The Committee may pay a
third party to identify qualified candidates; however, no such firm was engaged with
respect to the nominees listed in this proxy statement. No stockholder nominations or
recommendations for director candidates were received.

Stockholders wishing to propose director candidates for consideration and
recommendation by the Corporate Governance Committee for election at the 2013
Annual Meeting of Stockholders must submit the candidates’ names and qualifications
to the Corporate Governance Committee no later than November 1, 2012, via the
Corporate Secretary, Susan H. Martin, at the Company’s principal business office,
231 West Michigan Street, P.O. Box 1331, Milwaukee, Wisconsin 53201.

What are the criteria and
processes used to evaluate
director nominees?

The Corporate Governance Committee has established criteria for evaluating all
director candidates, which are reviewed annually. As set forth in the Company’s
Corporate Governance Guidelines, these include: proven integrity; mature and
independent judgment; vision and imagination; ability to objectively appraise
problems; ability to evaluate strategic options and risks; sound business experience
and acumen; relevant technological, political, economic or social/cultural expertise;
social consciousness; achievement of prominence in career; familiarity with national
and international issues affecting the Company’s businesses; contribution to the
Board’s desired diversity and balance; and availability to serve for five years before
reaching the directors’ retirement age of 72.

The Committee does not have a specific policy with regards to the consideration of
diversity in identifying director nominees. However, the Committee strives to
recommend candidates who each bring a unique perspective to the Board in order to
contribute to the collective diversity of the Board. As part of its process in connection
with the nomination of new directors to the Board, the Committee considers several
factors to ensure the entire Board collectively embraces a wide variety of
characteristics, including professional background, experience, skills and knowledge
as well as the criteria listed above. Each candidate will generally exhibit different and
varying degrees of these characteristics.

In evaluating director candidates, the Corporate Governance Committee reviews
potential conflicts of interest, including interlocking directorships and substantial
business, civic and/or social relationships with other members of the Board that could
impair the prospective Board member’s ability to act independently from the other
Board members and management.

Once a person has been identified by the Corporate Governance Committee as a
potential candidate, the Committee may collect and review publicly available
information regarding the person to assess whether that person should be considered



further. If the Committee determines that the candidate warrants further consideration,
the chair or another member of the Committee contacts the person. Generally, if the
person expresses a willingness to be considered and to serve on the Board, the
Committee requests additional information from the candidate, reviews the person’s
accomplishments and qualifications and conducts one or more interviews with the
candidate. In certain instances, Committee members may contact one or more
references provided by the candidate or may contact other members of the business
community or other persons who may have greater firsthand knowledge of the
candidate’s accomplishments.

The Committee evaluates all candidates, including those proposed by stockholders,
using the criteria and process described above. The process is designed to provide the
Board with a diversity of experience and stability to allow it to effectively meet the
many challenges WEC faces in today’s challenging business and regulatory
environments.

What is the deadline for
stockholders to submit
proposals for the 2013
Annual Meeting of
Stockholders?

Stockholders who intend to have a proposal considered for inclusion in the Company’s
proxy materials for presentation at the 2013 Annual Meeting of Stockholders must
submit the proposal to the Company no later than November 26, 2012.

Stockholders who intend to present a proposal at the 2013 Annual Meeting of
Stockholders without inclusion of such proposal in the Company’s proxy materials, or
who propose to nominate a person for election as a director at the 2013 Annual
Meeting, are required to provide notice of such proposal or nomination, containing the
information required by the Company’s Bylaws, to the Company at least 70 days and
not more than 100 days prior to the scheduled date of the 2013 Annual Meeting of
Stockholders. The 2013 Annual Meeting of Stockholders is tentatively scheduled for
May 2, 2013.

Correspondence in this regard should be directed to the Corporate Secretary, Susan H.
Martin, at the Company’s principal business office, 231 West Michigan Street,
P.O. Box 1331, Milwaukee, Wisconsin 53201.

What is WEC’s policy
regarding director
attendance
at annual meetings?

Generally all directors are expected to attend the Company’s annual meetings of
stockholders. All directors attended the 2011 Annual Meeting, except for Mr. Culver
and Ms. Stanek who was not a member of the Board at the time.

Where can I find more
information about WEC
corporate governance?

The Company’s Website, www.wisconsinenergy.com, contains information on the
Company’s governance activities. The site includes the Code of Business Conduct,
Corporate Governance Guidelines, Board committee charters and other useful
information. As policies are continually evolving, the Company encourages you to
visit the Website periodically. Copies of these documents may also be requested in
writing from the Corporate Secretary.


