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Legal Actions

Clean Air Act Consent Decree. In late 2002, We Energies received a supplemental information request
from the U.S. Environmental Protection Agency (EPA) regional office under Clean Air Act Section 114(a).
This followed an information request received in December 2000 that was responded to in February 2001.
The information request was similar to others issued by the EPA to numerous electric utility companies over
the past few years, focusing on past maintenance and replacement projects.

In January 2003, We Energies approached the EPA to discuss issues surrounding maintenance activities at
the generating units in question and shared goals for achieving emission reductions. On April 29, 2003, the
company entered into an agreement with the EPA (Consent Decree) that is expected to result in significant
air emission reductions at the company'’s coal-fired facilities. In July 2003, the MDEQ joined in the
agreement. These reductions, which will build upon voluntary agreements reached between the company
and the WDNR in September 2002 as part of the MECA, are expected to reduce nitrogen oxide and sulfur
dioxide emissions system-wide by 65 percent below 2000 levels by 2013. The company maintains that it
has been, and remains in compliance with, the Clean Air Act. However, ambiguity in the regulations has
made it challenging to plan routine maintenance at power plants. The agreement announced in April 2003
reduces the ambiguity. Total expenditures for implementing the agreement are expected to be
approximately $1 billion during the 10-year period ending 2013. Through the end of 2006, the company
spent approximately $355 million to implement these improvements, including $25 million for the
TOXECON mercury reduction research project at PIPP. The TOXECON project began operation in 2005
and demonstration and testing is scheduled through March 2009. In addition, the company agreed to a
$3.2 million civil forfeiture. A federal court must approve the final agreement. At the time of this report, the
final agreement had not been entered by the federal court. (Additional information regarding MECA and air
quality initiatives can be found in the "Air Quality" section of this report.)

Additional information on legal actions of an environmental nature is presented in WEC's annual report on
Form 10-K and quarterly reports on Form 10-Q filed with the Securities and Exchange Commission.
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Environmental Expenses and Research

Wisconsin Energy Corporation (WEC) continually invests in environmental control technologies and
research to protect human health and the environment.

We Energies makes the most significant environmental investments. During 2006, total environmental
operating and maintenance (O&M) expenditures increased to $49 million from $40 million in 2005.

We Energies Environmental Capital and O&M Expenses, 2002-2006
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We Energies’ environmental capital expenditures in 2006 were approximately $79 million — half the amount
of 2005. Most expenditures were the result of the Unit 1 selective catalytic reduction (SCR) system
installation and the state’s first flue gas desulfurization (FGD) system installation at Pleasant Prairie Power
Plant. FGD construction expenditures are scheduled to continue through 2007. These capital
improvements, along with continued improvements at other plants, are expected to increase environmental
0&M expenditures during future years. Because we are in the process of installing equipment for air
emission control that is large and capital intensive, the capital dollars will vary widely from year to year,
starting in 2005 and continuing through 2012, according to our current plans associated with agreements
with various agencies.

We Energies continues to invest in environmental control technology research, supporting focused research
through the Electric Power Research Institute (EPRI) and with others to develop new, more effective
environmental controls. From 1999 to 2006, the majority of this research has focused on:

o Developing integrated emission controls for air toxics, especially mercury.

e Understanding the formation and health effects of fine particulate matter in the atmosphere.

o Developing a carbon management plan based on region-specific factors.

o Developing new uses for coal combustion products.

During the last six years, including 2006, We Energies has invested more than $4 million in EPRI's
Environmental Research Program. Support has remained consistent since 2000 at more than $800,000 per
year. This commitment to EPRI extends through the end of 2007. Some of the EPRI and company-
sponsored research programs funded in previous years are described in more detail below.
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Aerosol Research and Inhalation Epidemiology Study (ARIES). EPRI and Southern Company, with
significant support from We Energies and other collaborators, launched this detailed monitoring and
epidemiological study in 1998 to characterize the linkages between the components of particulate matter
(PM25 — particles smaller than 2.5 microns in diameter) and adverse health effects. Initial findings from this
project were published in 2004. Additionally, EPRI has been invited to conduct ARIES-like studies in

St. Louis, Missouri, and Detroit, Michigan, in cooperation with ongoing U.S. Environmental Protection
Agency (EPA) investigations.

Aquatics Lab. Edison Sault Electric Company, a WEC subsidiary, continues to sponsor an aquatic ecology
research laboratory at its hydroelectric plant in Sault Saint Marie, Michigan, for students pursuing degrees
in fish and wildlife management at Lake Superior State University. The lab conducts research on the

St. Mary’s River, and raises Atlantic salmon and other species for the river system.

Mercury Control. In 2003, We Energies and its project collaborators were notified that the company’s
proposal to the Department of Energy was accepted for funding under the department’s Clean Coal Power
Initiative. This five-year, $50 million project will evaluate the EPRI-patented TOXECON mercury control
process at We Energies’ Presque Isle Power Plant in Marquette, Michigan. This full-scale research and
development project aims to integrate power plant combustion and emission control processes to:

o Demonstrate mercury emissions reductions that may be as high as 90 percent.

e Develop a reliable Continuous Emissions Monitoring System for mercury.

o Determine whether sorbent injection can reduce SO emissions by 70 percent while also

optimizing control of NOx emissions.
o  Recover mercury captured in ash.

Construction on the TOXECON project commenced in July 2004 and was completed in late 2005. Testing of
various sorbents for controlling mercury and other air pollutants is scheduled through March of 2009.

We Energies continued its collaboration in 2006 with EPRI to evaluate a variety of mercury control
technologies for future use at its coal-fired power plants.

Coal Combustion Products Utilization. We Energies continues to fund innovative research focusing on
the company’s long-term goal to beneficially use 100 percent of the coal combustion products produced by
its power plants every year. Collaborative projects with the University of Wisconsin-Milwaukee and other
area universities help maintain and advance engineering and materials programs at those institutions.
These investments have helped We Energies achieve a goal of 100 percent beneficial use of coal
combustion products for 2006.

Please visit www.we-energies.com/environmental/recycle _coalash.htm to learn more about
WEC'’s coal combustion products program.
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Greenhouse Gases

To curb greenhouse gas emissions, We Energies supports flexible, voluntary, market-based strategies that
encourage technology development and transfer, and that include all sectors of the economy and all
significant global sources.

We Energies’ emissions in future years will continue to be influenced by several actions as part of Wisconsin
Energy Corporation’s (WEC) Power the Future plan, including:

e Repowering the Port Washington Power Plant from coal to natural gas combined cycle units.

e Adding coal-fired units as part of the Oak Creek expansion that will be the most efficient coal units in

the We Energies system.

¢ Increasing investment in energy efficiency and conservation.

¢ Maintaining and increasing the company’s non-emitting generation by adding 145 megawatts of wind
capacity as well as increasing customer participation in the Energy for Tomorrow® renewable energy
program.

o Visit www.we-energies.com/environmental/bluesky greenfield.htm to learn more about the wind
project and www.we-energies.com/business_new/altenergy/renewable.htm for more information
on Energy for Tomorrow, and to use a calculator to determine your “carbon footprint” and how to
reduce or eliminate it using Energy for Tomorrow.

Successful renewal of the Point Beach Nuclear Plant’s operating licenses in 2005.

We Energies’ Pleasant Prairie Power Plant located in Kenosha, Wisconsin, will host a first-of-its-kind project
that demonstrates a technology to separate and capture up to 90 percent of the carbon dioxide (CO,)
emissions from a coal-fired power plant. The project is scheduled to remain operational for about one year,
during which the Electric Power Research Institute will conduct an extensive test program to collect data and
evaluate technology performance. This technology has the potential to dramatically reduce the cost of
removing CO; from pulverized coal power plants and is expected to bring the cost of removing CO, from
these power plants in line with the estimated cost of removal from proposed integrated gasification combined
cycle power plants. Visit www.we-energies.com/home/carboncapture.htm to learn more about the project.

Emissions and Reductions

WEC's fossil-fueled power plants, owned and operated by We Energies, are the corporation’s primary
sources of greenhouse gases. These facilities release mainly carbon dioxide, methane and nitrous oxide, as
well as small amounts of hydrofluorocarbons and sulfur hexafluoride.

The quantity of greenhouse gas emissions from We Energies’ facilities is related directly to both the time the
company’s fossil-fueled generating units operate and to individual plant capacity factors. Operation of these
units is influenced primarily by the availability of We Energies’ non-emitting Point Beach Nuclear Plant and by
customers’ demand for electricity. Customer demand depends on economic conditions and weather.

We Energies’ net greenhouse gas emissions and emission rate (metric tons/megawatt-hour) fluctuate from
year to year, depending on the amounts and types of fossil fuels burned and the efficiency of individual
generating units. Electricity generation using fossil fuels decreased 4.4 percent from 2005 to 2006, and
carbon dioxide emissions from fossil generation decreased 5.5 percent during the same period.

Some of this difference is due to a change in greenhouse gas reporting methodologies used. We Energies
historically has reported greenhouse gas emissions and reductions under the U.S. Department of Energy’s
(DOE) Voluntary Reporting of Greenhouse Gases program. This program used fuel-based calculations for
greenhouse gas estimations.
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We Energies has determined that future reporting regimes are more likely to use carbon dioxide
measurements from continuous emission monitor (CEM) systems, such as those employed on nearly all of
the company’s fossil-fuel plants. Therefore, where these measurements are available, they will be used for
reporting, beginning with 2006 data. Emissions from fossil generating facilities without CEMs will continue to
be estimated using fuel-based calculations. If the fuel-based method had been used to calculate total
emissions for 2006, the total would have been 1.5 percent lower than the amount reported by the CEMs.

We Energies has been taking voluntary actions to reduce these emissions since the early 1990s and
continues to support appropriate greenhouse gas reduction activities. During 20086, these reductions
represented approximately 10 percent of the total greenhouse gas emissions as illustrated below.

The net greenhouse gas emission rate of We Energies’ energy production facilities increased slightly in 2006
from previous years due to a decrease in reported greenhouse gas reductions and offsets from 2.9 million
metric tons in 2005 to about 2.6 million metric tons in 2006.

Net Greenhouse Gases from We Energies, 2002-2006
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Climate Actions
A series of voluntary actions to reduce greenhouse gas emissions have been taken for more than 12 years:

DOE Climate Challenge Program. The Climate Challenge is the DOE’s voluntary greenhouse gas reporting
program. Since 1995, We Energies has reported greenhouse gas emission reductions of more than 40 million
metric tons from energy efficiency, increased use of low- and non-emitting generation (e.g., renewables and
nuclear), partnerships with others in both domestic and overseas projects, beneficial use of power plant ash
and use of natural gas vehicles.

Wisconsin Voluntary Emission Reduction Registry. We Energies has registered more than 12 years of
greenhouse gas emission reductions with the Wisconsin Department of Natural Resources Voluntary
Emission Reduction Registry. The registry was created to ensure that efforts undertaken voluntarily in
Wisconsin to reduce or avoid emissions of greenhouse gases or air contaminants or to sequester carbon are
publicly recognized, and that these reductions are considered under future mandatory federal or state
emission reduction programs. We Energies was one of the organizations that helped develop the registry.

Renewable Energy. We Energies generates or purchases more than 0.92 million megawatt-hours (MWh) of
renewable energy. Renewable energy reduces greenhouse gas emissions by about 1,900 pounds of carbon
dioxide per MWh of energy for We Energies, resulting in a total reduction of greenhouse gas emissions of
approximately 7,900 metric tons from 2000 through 2006. (For information on renewable-based energy, see
the “Renewable Energy and Energy Efficiency” section of this report.)
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Projects with Others. We Energies participates in non-regulatory programs that encourage private-sector
investments to reduce or sequester greenhouse gas emissions in developing countries. The Rio Bravo
Carbon Sequestration Pilot Project, a carbon sequestration and sustainable forestry management program in
Belize, Central America, is expected to mitigate 2.4 million metric tons of carbon over 40 years. (For more
information on the project, see the “Natural Habitats and Biodiversity” section of this report.)

We Energies works jointly with other U.S. utilities through the UtiliTree and PowerTree Carbon Company LLC
to purchase forest land for protection from intensive agricultural development and to enhance sequestration of
carbon. The 1997 Decin Repowering Project in the Czech Republic replaced inefficient, high-polluting lignite
coal-fired boilers in the Bynov District Heating Plant, with state-of-the art, energy efficient natural gas internal
combustion engines. This project has improved overall regional air quality and reduced carbon dioxide
emissions by nearly 7,000 metric tons every year since it began.

Pew Center on Global Climate Change. WEC is a member of the Pew Center’s Business Environmental
Leadership Council (BELC). The BELC'’s mission is to provide credible information, straight answers and
innovative solutions in the effort to address global climate change.

Climate Leaders. As a member of the U.S. Environmental Protection Agency (EPA) Climate Leaders
program, We Energies has worked with the EPA to establish the company’s greenhouse emissions inventory
and develop an Inventory Management Plan.

SFs Emissions Reduction Partnership for Electric Power Systems. Sulfur hexafluoride (SFs) is used in
electrical equipment including circuit breakers, substations and electric switchgear. As an EPA SFg Emissions
Reduction Partnership member, We Energies has committed to voluntarily reduce SFe emissions to less than
5 percent of its equipment’s nameplate capacity. A significant increase in installation and maintenance of SFe-
filled equipment in 2006 resulted in more lost and unaccounted-for gas compared with prior years.

We Energies SFg Emissions, 2002-2006
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Strategic Analysis and Plan
WEC believes that the most cost-effective climate strategy at this time is continued implementation of its
Power the Future plan as outlined at the beginning of this section.

WEC has taken an early and active approach to address greenhouse gas emissions. Starting nearly a decade
ago, WEC initiated actions that included:
o Assessing current emissions and projecting emission trends to establish a baseline and plan for
possible future reduction activities.
o Calculating and publicly reporting greenhouse gas emissions, emission reductions and offsets
resulting from specialized projects.
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From a broader perspective, WEC has taken early steps to address greenhouse gas emissions by:

e Pursuing opportunities for collaborative efforts, such as the Belize, Decin and carbon capture
projects described above.

e Purchasing and making firm commitments to develop renewable energy sources for We Energies
and Edison Sault Electric Company.

o Creating one of the first successful green pricing renewable energy programs in the country.

e Taking an active approach to working with governmental agencies and other groups to address
greenhouse gas emissions.

e Participating in numerous national, state and local initiatives to address climate change issues, such
as the EPA’s Climate Leaders program, and the Pew Center on Global Climate Change’s Business
Environmental Leadership Council.

WEC will continue to report on the progress of these and other actions to address greenhouse gas emissions.
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Land Management

Wisconsin Energy Corporation (WEC) actively manages its properties to maximize both environmental and
community value. This includes restoring previously used properties and managing other lands for their habitat
and recreational value.

Restoring and Redeveloping Urban Properties
WEC actively remediates degraded areas and protects and restores native ecosystems and species.

Brownfields. The strength of WEC’s companies inherently depends upon the vitality of the neighborhoods
and cities in which they operate and serve. Many former industrial sites, or brownfields, sit vacant in areas
served by WEC companies. We Energies’ southeastern Wisconsin service area has the state’s largest number
of brownfields, many in central urban areas. WEC applies smart growth principles to investigate, remediate
and redevelop brownfields and to minimize development of open spaces, or greenfields.

WEC continues to support redevelopment of the Menomonee River Valley, once the industrial center of
Milwaukee and currently the location of We Energies’ Valley Power Plant. We Energies is working in
partnership with the Menomonee Valley Partners, Inc., Menomonee Valley Business Association, city of
Milwaukee and the Wisconsin Department of Natural Resources (WDNR) in seeking to create an ecological
industrial park in the Menomonee River Valley corridor. To implement the plan and meet the challenge grant
from the U.S. Environmental Protection Agency , We Energies supports the non-profit, 501(c)(3) Menomonee
Valley Partners, Inc., to manage redevelopment of the Milwaukee Business Improvement District, which was
formed to encompass and guide the Menomonee Valley.

In the past few years, WEC's real estate subsidiary, Wispark, focused an increasing segment of its work on
redeveloping urban sites in southeastern Wisconsin. See “Economic and Community Development” in the
Economic Performance section of this report for a list of specific projects in progress.

Manufactured Gas Plants (MGP). From the mid-1800s until the first natural gas pipeline reached Wisconsin
around 1950, gas was manufactured by heating coal in ovens. The process also produced tars and oils that
were sold as raw materials to other industries. When these operations ended, the equipment was removed,
and the sites were cleaned using the technology that existed at the time. We Energies has investigated and
remediated several former MGP sites where coal tar or other by-product residues remain.

During 2006, We Energies continued remediation and monitoring efforts at the Wisconsin sites listed below:

Appleton Post-remediation groundwater monitoring continues to assess the benefits of the thermal
treatment and the stabilization remediation work.

Burlington A developer in cooperation with the city of Burlington is scheduled to begin construction
of a commercial office building on the site in 2007. Part of the site also has been used for
a new state highway bridge across the Fox River.

Kenosha Post-remediation groundwater monitoring continues at the site, and it has been made
available for future redevelopment by the City of Kenosha.

Milwaukee The Third Ward site has been partially developed for residential, commercial and retail
mixed use. Groundwater monitoring at the site continues. Remediation at the West Side
MGP site in Milwaukee was completed in 2006 in cooperation with the property owner.
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Neenah Post-remediation groundwater monitoring continues.
Racine Groundwater monitoring and maintenance of a hydraulic gradient control system

continued at Gas Light Pointe. A vacant portion of the site was remediated in 2006 to
accommodate construction of condominiums by a developer. The former site at Water
and Grand was remediated in 2006 with restoration and groundwater monitoring
continuing in 2007.

Watertown Post-remediation groundwater monitoring continues.
Waukesha Post-remediation groundwater monitoring continues.

The Public Service Commission of Wisconsin has allowed Wisconsin utilities, including We Energies, to defer
MGP remediation costs, allowing recovery in rates over five years. Accordingly, WEC has recorded a
regulatory asset for remediation costs.

St. Francis Property Restoration. Excavation and utilization of residual coal at the site, soil and ash
stabilization, ash relocation and cover construction have been completed. In May 2003, We Energies started
excavating, consolidating and, in some cases, removing coal from the former Lakeside Power Plant that
operated at this site from the 1920s to the early 1980s. Residual coal ash on the site also was consolidated
and properly managed. The substation was removed, and the substation site was sold to a private party for
commercial development. A small portion of the land is being prepared for residential development by a
private developer. The majority of the site will remain open space.

Recreational Use of Company Lands

In 2006, We Energies worked with communities and other parties to allow appropriate recreational use of
company lands, including 24,000 acres of forest lands and rivers and reservoirs located on, or formed by, 12
of We Energies’ hydroelectric projects in Michigan’s Upper Peninsula and northern Wisconsin, and a closed
landfill used by a model airplane club.

The hydroelectric project land, called Wilderness Shores, is open to the public for camping, boating, hiking,

bird watching, fishing and cross-country skiing over a wide geographic area, providing a benefit to both the
public and the environment.
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Natural Habitats and Biodiversity

Wisconsin Energy Corporation’s (WEC) subsidiaries seek to sustain and enhance biodiversity and sensitive
natural habitats, using a variety of sound conservation practices to manage for multiple uses (aesthetics,
biodiversity, cultural resources, forestry, recreation, water quality and wildlife) on lands it owns. WEC also
supports stewardship efforts that reach beyond corporate properties across state and national borders.

Biodiversity: Lands

Much of the land owned by We Energies is located near its hydroelectric dams in the Menominee River
watershed in northeastern Wisconsin and Michigan’s Upper Peninsula. This land, known as Wilderness
Shores, is undeveloped except for the dams, power generation and transmission equipment, a few roads
(mostly gravel), and low-impact recreation areas with primitive campsites, privies and boat launches.
Company use and management of these lands is governed by the Wilderness Shores Settlement Agreement,
a landmark collaborative agreement with state and federal resources agencies and non-government
stakeholder groups, related to the renewal of operating licenses for the Company's hydroelectric system.

This company-owned land is mostly forested with many forest plant communities represented, including high-
quality swamp wetlands. Overall biodiversity is high as represented by the number and variety of plant and
animal species. While all of these lands are managed according to plans prepared by professional staff and
reviewed by federal and state natural resource agency staff, some lands receive special attention because of
high biodiversity and other natural values. These special natural areas include:

o 600 ha in the Spread Eagle Barrens State Natural Area in Florence County, Wisconsin.

o 1,854 ha contiguous with and managed similarly to the Menominee River Natural Resources Area in

Marinette County, Wisconsin, and Menominee County, Michigan.

The Wilderness Shores Settiement Agreement provides three key benefits for the affected lands, including:
Shoreline protection. Approximately 483 kilometers (km) of shoreline are protected from development.

Land management. A total of 11,200 ha of forest land are retained for public recreational use, of which 1,600
ha are designated for management to encourage biodiversity and old-growth forest.

Funding for improvements. In 2006, We Energies approved $100,735 to fund local projects that improve
local fisheries, provide land protection or provide other environmental benefits, including:
o Surveys of lake sturgeon status and stocking success.
e Michigamme Reservoir wetlands studies.
o Genetic evaluation of sturgeon from the Menominee River for comparison with a strain of sturgeon
from the Fox River in Wisconsin.
o  Creek bed reconstruction project on White Creek.

We Energies also owns and manages land around its power plants (about 1,000 ha) and transmission towers
(about 890 ha). Land around power plants buffers those operations and often is leased for agriculture.
Transmission land is not leased for agriculture, but in urban areas, it is often leased for parking to adjoining
businesses and schools. In both urban and rural areas, transmission land is licensed to local communities for
bicycle and pedestrian recreation trails. The remaining land owned by We Energies is categorized into 15 land
uses. There were no major changes in natural habitats on any of this land during the past five years (2002-
2006).
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A number of new wetland mitigation projects have been constructed near the Oak Creek expansion in Oak
Creek, Wisconsin. These mitigation sites are expected to result in approximately 80 acres of restored wetland,
enhanced wetland and upland prairie and upland woodlands that will be maintained and managed in
perpetuity by We Energies. These sites, located near a rapidly urbanizing area along the Lake Michigan
migratory bird flyway, will create large habitat blocks and provide a significant water quality buffer for the Root
River, a tributary to Lake Michigan. Plans include a public bike and recreational path through portions of these
lands.

The company leads the development of two forest carbon sequestration projects in the Rio Bravo
Conservation and Management Area of northwestern Belize, Central America. In conjunction with The Nature
Conservancy, other non-profit organizations and several U.S. and Canadian energy companies, this $5.6
million program seeks to purchase and manage 14,200 ha of endangered sub-tropical forest, wetland and
pine savanna. Working with the Programme for Belize, the partnership seeks to reduce, avoid and mitigate
2.4 million metric tons of carbon over 40 years through land protection and sustainable forest management.

WEC and the WEC Foundation routinely make financial contributions to organizations devoted to preserving
and protecting lands and waters for future generations. These funds help a variety of non-profit organizations
enhance wise stewardship of the natural features in areas where WEC subsidiaries operate. Recipients also
use these contributions to provide educational materials and information on biodiversity and the many issues
that pose serious threats to biodiversity. Receiving organizations during 2006 are as follows:

1000 Friends of Wisconsin Land Use Institute Natural Resources Foundation of Wisconsin, Inc.
Aldo Leopold Foundation, Inc. Noquemanon Trails Network

Bay Beach Wildlife Sanctuary Inc. North Lakeland Discovery Center, Inc.

Bureau Endangered Resources Fund Northeast Wisconsin Land Trust, Inc.
Calumet Nature Studies Inc. Ozaukee Washington Land Trust, Inc.

Cedar Lakes Conservation Foundation, Inc. Park People of Milwaukee County, Inc.
Chiwaukee Prairie Preservation Fund, Inc. Pheasants Forever - Ozaukee/Washington County
Ducks Unlimited Pine View Wildlife Rehabilitation Center, Inc.
Fellow Mortals, Inc. Prairie Enthusiasts, Inc.

Fox Cities Greenways, Inc. Retzer Nature Center

Friends of Boerner Botanical Gardens Ridges Sanctuary

Friends of Hank Aaron State Trail, Inc. River Alliance of Wisconsin, Inc.

Friends of Hawthorn Hollow, Inc. River Bend Nature Center

Friends of Lac Lawrann Conservancy, Inc. River Revitalization Foundation, Inc.

Friends of Milwaukee’s Rivers, Inc. Riveredge Nature Center

Friends of Schlitz-Audubon Center, Inc. Root-Pike Watershed Initiative Network
Friends of the 1000 Islands Environmental Center Rotary Gardens

Friends of the Domes Ruffed Grouse Society

Friends of Wehr Nature Center, Inc. Sierra Club Foundation

Gathering Waters Conservancy The Gottfried Arboretum

Gordon Bubolz Nature Preserve The Nature Conservancy

Ice Age Park & Trail Foundation, Inc. Trimbina Rainforest Center

International Crane Foundation Trees for Tomorrow, Inc.

Keep Greater Milwaukee Beautiful Urban Ecology Center

Land Trust Alliance Urban Open Space Foundation, Inc.

Land Trust Network of Jefferson County, Inc. Waukesha County Land Conservancy Inc.
Maywood-Ellwood H. May Environmental Park Wild Ones Natural Landscapers Ltd.
Memorial Park Arboretum & Gardens, Inc. Wildlife Horizons Inc.

Menomonee Valley Partners, Inc. Wildlife In Need Center Ltd.

Mequon Nature Preserve Wildlife Unlimited Inc of Dickinson County, Mich.
Milwaukee Environmental Consortium Wisconsin Clean Cities — Southeast Area, Inc.
Milwaukee River Basin Partnership Wisconsin Green Building Alliance, Inc.
Moosewood Nature Center Wisconsin Society for Ornithology

National Arbor Day Foundation Wisconsin Wetlands Association, Inc.
National Wildlife Federation Woodland Dunes Nature Center, Inc.
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Biodiversity: Impacts

The generation and distribution of energy can affect the environment in many ways, but neither We Energies
professional staff nor outside agencies have found any indication that the company’s activities and operations
harm or significantly change natural habitats and biodiversity. We Energies uses effective controls to limit
emissions and discharges, meeting and often exceeding government regulations.

Protected and Sensitive Areas: Operations

We Energies operates an electrical distribution system, above ground and underground, throughout its
service territories in Wisconsin and the Upper Peninsula of Michigan, and an underground natural gas
distribution system throughout its service territories in Wisconsin. Edison Sault Electric Company (ESE)
operates electric distribution systems in Michigan’s Upper Peninsula. Some of these facilities cross potentially
sensitive habitats such as wetlands, grasslands, savannas and forests. Many of these lands have no special
designation, but some are protected and managed for their natural resource values.

When WEC companies consider new facility locations or routes, or when operating companies maintain and
upgrade existing facilities, environmental staff members work with project managers to plan construction,
making a special effort to avoid potentially sensitive areas and to take care for the surrounding environment.
Where the companies cannot avoid such areas, they strive to minimize ecological, social and cultural impacts,
coordinating with governmental natural resource agencies. Environmental staff works with the project
manager throughout construction to ensure that construction adapts to potentially changing environmental
conditions. The corporation also invites the public to become involved in planning these activities.

We Energies uses a consensus approach when siting and installing natural gas pipelines. This approach
helps the company to more rigorously examine potential routes for impacts to forests and other habitats,
avoiding these sensitive lands wherever possible; modify construction methods to reduce the potential
impacts caused by crossing wetlands and streams; restore construction areas; and restore soil productivity in
agricultural land. Both the Wisconsin Department of Natural Resources (WDNR) and the Public Service
Commission of Wisconsin are involved in this consensus approach prior to We Energies submitting
applications for any necessary permits. We Energies used this robust siting and construction approach during
installation of the 55-km Ixonia natural gas pipeline lateral completed and put into service in December 2003;
the 27-km Port Washington natural gas pipeline lateral completed in 2004; and the Hartford-West Bend and
Fox Valley laterals, which are scheduled to be constructed in 2007-2008.

Protected and Sensitive Areas: Impacts

None of WEC's activities affect world heritage sites or biosphere reserves. The World Conservation Union
(often referred to as the IUCN) recognizes six categories of protected areas. Listed below are areas where the
corporation has had direct, positive impacts. The corporation is unaware of any negative impact it has had on
the protected areas.
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IUCN Category

Category 1 — Strict nature
reserve/wilderness areas
managed mainly for
science or protection.

Category 4 — Habitat and
species management
areas managed mainly for
conservation through
management intervention.

Category 5 — Protected
landscapes managed
mainly for landscape
protection and recreation.

Area and Activity

Sturgeon River Gorge, Houghton and Baraga Counties, Michigan - A
2,000 acre forested tract in the Ottawa National Forest surrounding the gorge
and waterfalls owned by We Energies and embedded within the Sturgeon
River Gorge Wilderness area. We Energies maintained this tract in its natural
condition since acquiring the property in 1927. In cooperation with U.S. Forest
Service personnel in the Ottawa National Forest, We Energies successfully
completed the sale of the Sturgeon River Gorge property to the Trust for Public
Land in 2007, ensuring its protection in perpetuity.

Rio Bravo Conservation and Management Area, Belize — We Energies
funds forest protection and sustainable forestry project to increase carbon
sequestration in sub-tropical forests and other habitats.

Spread Eagle Barrens, Florence County, Wisconsin — Prescribed fires are
used to restore this rare bracken grassland barrens on parcels owned by We
Energies within the Spread Eagle Barrens State Natural area. In 2007, We
Energies successfully completed the sale of over 400 acres within the Spread
Eagle Barrens State Natural Area that are not needed for utility operations to
the Wisconsin Department of Natural Resources. We Energies will manage the
remainder of its inholdings consistent with Natural Area objectives through a
perpetual conservation dedication.

Bain Station Prairie, Kenosha County, Wisconsin — We Energies manages
this land with prescribed fires and other management techniques to restore this
wet-mesic prairie. Habitat for rare plants, including prairie white-fringed orchid.

Wetland Areas, Wisconsin — We Energies manages 12 restored and created
marshes on company properties in Ozaukee and Manitowoc counties. The
company also has protected and restored wetlands along the 55-km Ixonia and
27-km Port Washington natural gas pipeline projects.

Rio Bravo Conservation and Management Area, Belize — We Energies
provides funding to purchase and protect diverse forest and Bajo wetlands that
would otherwise be cleared for agriculture.

Spread Eagle Barrens, Florence County, Wisconsin — We Energies is
continuing to develop and maintain a geographic information system for the
entire State Natural Area.

Wilderness Shores, Marinette and Florence counties in Wisconsin, and

Dickinson, Iron and Menominee counties, in Michigan — Shoreland areas
adjacent to We Energies’ hydroelectric reservoir are managed for ecological

and aesthetic values, and recreational opportunities.

Fumee Lake Natural Area, Dickinson County, Michigan — We Energies
assists the county in monitoring breeding bird populations in this diverse forest.
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Category 6 — Resource Rio Bravo Conservation and Management Area, Belize — See above.

Protected Areas managed ) . L .
mainly for the sustainable Wilderness Shores, Marinette and Florence counties in Wisconsin, and

use of natural Dickinson, Iron and Menominee counties in Michigan — See above.

ecosystems. Ulao Creek Watershed, Ozaukee County, Wisconsin — As the watershed's

largest landowner, We Energies works with the Ulao Creek Partnership to
protect this land within a rapidly urbanizing area.

In addition to Spread Eagle Barrens (above), We Energies adopted these

areas through the WDNR'’s Adopt-A-Natural Area program and the WEC

Foundation:

= Kurtz Woods State Natural Area, Ozaukee County, Wisconsin — Kurtz
Woods is one of a few remaining woodlands representative of the pre-
settlement conditions that once covered large expanses of the Lake
Michigan coastal counties in Wisconsin.

= Chiwaukee Prairie, Kenosha County — Chiwaukee Prairie is one of the
largest prairie complexes in the state and the most intact coastal wetland
in southeastern Wisconsin.

Protecting and Restoring Native Ecosystems and Lands
WEC companies actively support many other natural resource stewardship activities:

Bird Conservation. In 2001, We Energies was the first company to endorse the Wisconsin Bird Conservation
Initiative. Now, more than 140 groups are working on a long-term comprehensive plan to conserve all native
birds in all habitats in Wisconsin. Priority goes to species and native ecosystems in the greatest need of
protection, recovery and enhancement. Company staff lead this and several other comprehensive wildlife
conservation efforts with the coordination and cooperation of the WDNR and multiple partners.

Bald Eagle. We Energies’ Bald Eagle Protection Plan protects nesting eagles from disturbance, protects
canopy trees for future nesting sites, and offers public financial incentive to report raptor nesting sites on
company lands. This program has supported the recovery of the bald eagle in Wisconsin and Michigan.

Osprey. Whenever ospreys use either We Energies or ESE distribution structures for their nests, company
field crews often construct taller (and presumably better) alternative nesting structures for the birds nearby.
This helps prevent the sticks that fall from osprey nests from causing electrical service interruption and
reduces the risk of a bird being electrocuted. Ospreys currently use more than 25 platforms erected by the
companies in Wisconsin and Michigan’s Upper Peninsula. We Energies also supports a reintroduction
program for osprey in southeastern Wisconsin.

Peregrine Falcon. In 2006, peregrine falcons nested in four of five nest boxes at We Energies’ coal-fired
power plants. A total of 17 eggs were laid with a 71 percent (12) hatch rate realized and all young fledged.
The nest box at the Presque Isle Power Plant (PIPP) has had little activity since its installation.

Aquatic Research Center. ESE provides space and resources for an aquatic research center at its
hydroelectric facility in Sault Ste. Marie, Michigan. Working with Lake Superior State University and the
Michigan Department of Natural Resources (MDNR), this facility serves as a hatchery and rearing facility for
Atlantic salmon, lake sturgeon and brook trout. Approximately 40,000 to 60,000 Atlantic salmon fingerlings are
released from the facility into Lake Michigan and Lake Huron each year.
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Prairie White-Fringed Orchid. We Energies continues to help the prairie white-fringed orchid habitat to
recover on a company-owned site (Bain Station Prairie, Kenosha County, Wisconsin) where the orchid once
grew. The company uses mowing and prescribed fires to clear woody vegetation and promote regrowth of
native plants, including the orchid.

Invasive Species. We Energies supports several activities aimed at controlling invasive plants and animals
such as buckthorn, Eurasian water milfoil, garlic mustard, purple loosestrife, sea lamprey and the zebra
mussel. The company contributes to help other agencies and groups produce educational materials about
invasive species and the threat they pose to biodiversity.

PIPP provided a site to the U. S. Fish and Wildlife Service to place three temporary sea lamprey holding tanks
for a period of approximately eight weeks in May and June 2006. PIPP provided power for the aeration and
filtration equipment, and cold Lake Superior water from the intake forebay. The tanks were used to hold sea
lampreys, trapped from the western rivers flowing to Lake Superior, until transport to the sea lamprey
sterilization facility at Hammond Bay Biological Station on Lake Huron, near Cheboygan, MI. The male
lampreys are injected with a chemical sterilant, then the infertile lampreys are released to streams to compete
with fertile males for spawning beds. The sterile male lamprey program is one of the methods used to control
this Great Lakes invasive species.

Threatened Species. We Energies and ESE have identified 19 IUCN 2004 Red List threatened species that
exist in their service territories. This includes 12 birds, two mussels, two turtles, two dragonflies and one
mammal. The companies know of no adverse effects to any of these species caused by company activities.

Fish Stocking. Since 2003, We Energies has worked with the MDNR and local sport fishing organizations on
a penning project for Chinook salmon at PIPP. The net penning process works as a “half-way house” for
salmon that typically would be planted directly into a body of water. The process allows fish to become
acclimated to the river and to predators such as gulls, cormorants and others while minimizing risk. Return
rates for similar projects have been up to 20 percent compared with direct planting return rates of
approximately 2 percent.
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Ozone Depleting Substances

We Energies takes a conservative approach to ensure compliance with U.S. Environmental Protection
Agency (EPA) and applicable Wisconsin state regulations governing ozone depleting substances (ODS).
Note that Michigan has no state ODS regulations, but relies on EPA regulations to control ODS.

While ozone is just a small part of the atmosphere, its presence shields humans from the sun’s harmful
ultraviolet light. ODS are compounds that contribute to stratospheric ozone depletion. The stratosphere is
an atmospheric region extending about 6.2 to 31.1 miles above Earth’s surface. ODS include
chlorofluorocarbons, hydrochloro-fluorocarbons, halons, methyl bromide, carbon tetrachloride and methyl
chloroform. ODS are stable in the troposphere (the region between Earth’s surface and the stratosphere)
and only degrade under intense ultraviolet light in the stratosphere. When they break down, they release
chlorine and bromine atoms, which deplete stratospheric ozone.

At We Energies, ODS is found in equipment such as refrigerators, chillers, window air conditioners, central
air conditioning systems and fire protection systems, as well as motor vehicle, bulldozer and locomotive air
conditioners.

Compliance Policy

We Energies’ ODS guidance document provides instructions to assist employees in ensuring that facilities
owned and operated by the company comply with applicable ODS regulations. This document is updated
periodically to ensure that the latest regulatory requirements are addressed.

In addition:

o \We Energies has designated staff at its facilities to ensure that contractors hired to perform
maintenance on ODS-containing equipment comply with ODS regulations and the requirements of
the company’s internal guidance document.

o The Title V air operating permit program administered by the states on behalf of the EPA requires
annual certification by a responsible official (plant asset manager) that a given facility is in
compliance with all air operating permit requirements. ODS regulations are contained in the Title V
operating permits as general requirements that apply facility-wide.

o Air quality audits are periodically performed by We Energies Environmental Compliance
Management staff that address compliance with ODS requirements.
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Recovered and Recycled Materials

Wisconsin Energy Corporation’s (WEC) subsidiaries use recovered and recycled materials in their operations
wherever possible to reduce the use of raw materials, natural resources and energy, and to reduce the
lifecycle costs of company operations.

We Energies promotes materials recycling by including this requirement in its specifications for construction
materials to increase recycled material content. The company also participates in associations and university
research into innovative recycling technologies that could be applied by other electric utilities, general industry
and communities. The company funds and works with programs and organizations that focus on recovered
and recycled materials, including:

e Wisconsin Green Building Alliance

e U.S. Environmental Protection Agency Resource Conservation Challenge Coal Combustion Products
Program
Waste Cap Wisconsin
American Coal Ash Association
Utility Solid Waste Activity Group
Electric Power Research Institute
University of Wisconsin — Milwaukee Center for By-Product Utilization

Beneficial Use of Coal Combustion Products

We Energies' coal-fired power plants produce three main types of coal combustion products: bottom ash
(coarse material that drops to the bottom of coal boilers), fly ash (fine ash captured from combustion gases in
power plant electrostatic precipitators and baghouses) and flue gas desulfurization system materials (gypsum
produced in scrubbers).

In 2006, the company beneficially used approximately 100 percent of these coal combustion products
systemwide (versus a national average rate of 40 percent in 2005). Because of the success of We Energies’
program to recover and beneficially use ash previously buried in landfills, the company actually used the
equivalent of 106 percent of 2006 ash production from four coal plants in Wisconsin, as well as 96 percent of
ash produced by one coal plant in Michigan. In the past eight years, We Energies provided more than 4.1
million metric tons of coal combustion products for beneficial use. Most of it is sold as construction material,
generating revenue that supports competitive electric rates. These sales also avoid landfilling cost and the
long-term use of land for this purpose. We Energies and its coal combustion product marketers continue to
seek and develop markets for beneficial coal combustion product use.

Although the concrete and cement market remains the leading application for We Energies' coal combustion
products, new and promising technologies continue to be developed. We Energies maintains a proactive
research and development program to use coal combustion products as the company anticipates new air
emission control technologies and strategies that will generate new and larger quantities of products.

As recently as 1980, We Energies was discarding 95 percent of the fly and bottom ash generated at its plants.
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We Energies Coal Combustion Products Produced and Utilized, 2002-2006
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Coal Ash Reburn

We Energies continues to recover residual energy from high-carbon ash by blending it with coal at its power
plants. The company began reburning ash at the Pleasant Prairie Power Plant (PPPP) in 2000 and expanded
reburning to include ash recovered from landfills in 2001 after receiving approval under Wisconsin's first
Environmental Cooperative Agreement. The patented process can use either dry high-carbon fly ash directly
from the company’s older power plants, or use moist high-carbon ash from We Energies power plants,
stockpiles, existing landfills and remediation projects. In 2002, the company extended reburning to the
Presque Isle Power Plant (PIPP) in Marquette, Michigan. Reburning enables We Energies to landfill less ash
and recover valuable land for redevelopment, all without increasing power plant emissions. Additionally, ash
burned in the company’s process yields a high-quality fly ash that can be sold as an ingredient in concrete.

In 2006, PPPP burned 84,200 metric tons of high-carbon ash produced by We Energies' Valley power plant.
This ash reburn process (U.S. Patent No. 5,992,336) saved 59,000 cubic meters of landfill space and avoided
the purchase of 229 railroad car loads of coal, or about 23,900 metric tons of purchased fuel. PIPP burned
2,100 metric tons of high-carbon bottom ash, saving 1,500 cubic meters of landfill space and avoiding the
purchase of 600 metric tons of coal, or the equivalent of approximately six railroad cars of coal.

Ash recovery and reburn is an important strategy for achieving We Energies’ goal to use 100 percent of its
coal combustion products, conserve existing landfill capacity and avoid building new landfills.

We Energies Coal Ash Reburn, 2002-2006
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Coal Ash Recovery

We Energies also recovers landfilled ash for sale as a construction material. Under the Environmental
Cooperative Agreement and Wisconsin regulations for beneficial industrial byproduct use, the company
recovered 29,000 metric tons (20,400 cubic meters) of coal ash from the PPPP landfill and sold it as a base
material to replace stone or gravel under roads, parking lots and buildings. Since 2002, more than 85,000
metric tons have been recovered. This conserves natural resources such as sand and stone that would
otherwise be mined and transported for this use, conserves energy and extends licensed company landfill life.
This process is covered by U.S. patent 6,637,354. (For more information on We Energies’ beneficial use of
coal combustion products, see the “Waste Management” section of this report.)

Other Initiatives
We Energies continues several programs to increase use of recovered and recycled materials:

Antifreeze

Batteries

Cleaning
solvents

Computers

Electronic
equipment

Lamps

Meters and
transformers

Office Furniture
and Equipment

Oil and oil
filters

Paper and
production inks

Paper and
wood products

Recycled
concrete and
asphalt

Scrap metal

Capture and recycle used antifreeze from vehicles, heavy equipment and heat
exchangers in power plants.

Collect dry cell batteries (including NiCad, lithium, and carbon zinc) for reclamation of
metals and other materials.

Use high flash point, non-chlorinated recyclable solvents for parts cleaners and
equipment cleaning at power plants and service centers.

Sell or recycle used computers and ancillary equipment to certified recyclers and
resellers for reuse or materials recovery.

Collect electronic meters, plant electronic circuitry and distribution equipment containing
circuit boards or other electronic devices for reclamation by certified recyclers.

Collect used lamps from company buildings and street lighting programs and recycle for
metal, glass and other components.

Repair, rebuild and reuse electric and gas meters and electric transformers taken out of
service, along with use of a certified vendor to recycle units no longer usable.

Donate surplus office furniture and equipment.

Collect used oil and oil filters from fleet vehicles and plant rotating equipment for energy
and metals recovery.

Use water-based inks and recycled paper (at least 10 percent post-consumer fiber) for
customer bills, inserts and envelopes.

Work with regional recyclers to collect and market used paper and corrugated
cardboard.

Crush and recycle concrete for use as backfill on internal construction projects; use
company fly ash in new concrete projects; develop and promote cold in-place recycled
asphalt process that uses self-cementing fly ash.

Capture and recycle copper, aluminum, wire, electrical cable, steel pipe, structural steel
and other metals.
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Toner
cartridges

Wood mulch

Wood packing

Work with a certified regional supplier to recover, reprocess and use plastic and metal
toner cartridges from printers.

Shred, chip and make available to customers pruned tree material from distribution
maintenance.

Expand efforts to collect and recycle used wood packing materials, including pallets,
crates, and other wood products used during construction and routine operations.
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Renewable Energy and Energy Efficiency

Renewable Energy

We Energies produces or purchases more than 140 megawatts (MW) of renewable energy capacity from a
variety of sources inside and outside Wisconsin. Some of it is used for the company’s Energy for Tomorrow®
renewable energy program for residential and commercial customers, while the remainder is used to meet the
state’s Renewable Portfolio Standard, which We Energies supported in the legislative process (see more
below). Edison Sault Electric Company’s (ESE) primary source of electric power is two hydroelectric facilities
at the eastern end of Lake Superior in Sault St. Marie, Michigan, but it buys additional renewable energy from
We Energies for its renewable energy program. Total renewable energy was lower in 2006 than 2005 due to
the expiration of a landfill gas energy contract that was not renewed.

We Energies Total Renewable Energy, 2002-2006
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Wisconsin Energy Corporation’s (WEC) Renewable Energy Generation Sources

Hydroelectric power. We Energies’ 13 hydroelectric plants on the Brule, Fox, Menominee, Michigamme,
Paint and Pine rivers in central and northeastern Wisconsin and Michigan’s Upper Peninsula have a
combined capacity of approximately 90 MW.

ESE’s hydroelectric plant on the headwaters of St. Mary's River in Sault Ste. Marie, Michigan, has a 27-MW
capacity and has provided, on average, 200,000 MWh per year. ESE also has a long-term contract with the
U.S. Government to purchase all of the excess power (about 17 MW and 160,000 MWh per year) produced
by the U.S. Army Corps of Engineers’ hydroelectric plant in the Soo Locks in Sault Ste. Marie.

Solar power. We Energies uses limited amounts of solar photovoltaic cells in its renewable energy mix. We
Energies’ solar generation is supplied by customer-owned solar generation.

Wind power. We Energies operates two wind turbines in the town of Byron, Wisconsin, that provide a
combined 1.32 MW of capacity, or enough for about 360 homes. In 2006, the two wind turbines generated
2,973 MWh. We Energies continues to purchase 25.5 MW of capacity from the 30-MW Badger Wind facility
owned and operated by FPL Energy in Montfort, Wisconsin.

In February 2007, We Energies received approval from the Public Service Commission of Wisconsin (PSCW)

to build the Blue Sky Green Field wind project and expects to have this 145-MW wind farm operational no
later than the second quarter of 2008.
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Energy for Tomorrow® Renewable Energy Program

Launched in 1996, Energy for Tomorrow is a voluntary, market-based program created by We Energies for
residential and commercial customers to reduce dependence on fossil fuels and create customer awareness
of the environmental benefits of using renewable energy to generate electricity. The energy produced by
renewable resources is added to the electric power pool that serves a given region. It displaces an equal
amount of electricity that would have been generated from traditional fuels, such as coal, natural gas and
nuclear. Visit www.we-energies.com/business_new/altenergy/renewable.htm

In 2006, We Energies’ Energy for Tomorrow renewable energy program was one of only nine utility renewable
energy programs in the U.S. certified by the Center for Resource Solutions. In its annual rankings, the U.S.
Department of Energy’s National Renewable Energy Laboratory listed Energy for Tomorrow among the best
performing green-pricing programs certified by the Center for Resource Solutions. The program gives We
Energies’ customers the choice of having 25, 50 or 100 percent of their electricity usage matched to increased
amounts of renewable energy added to the grid on their behalf. The majority of their participation fees are
used to purchase the slightly more expensive renewable energy or to construct new renewable energy
generating facilities. A small portion of the fees are used to educate and inform the public about the
importance of renewable energy sources and to gain more participants.

At the end of 2006, 15,823 residential and commercial customers were enrolled in Energy for Tomorrow,
purchasing 70,531 MWh of electricity. During the year, the number of customers enrolled increased by more
than 3,300, keeping Energy for Tomorrow as one of the largest and most successful programs of its kind in
the nation, as ranked by the U.S. Department of Energy’s National Renewable Energy Laboratory. The
renewable energy sold through Energy for Tomorrow in 2006 came from:
e The Top of lowa Wind facility in Joice, lowa (49 percent).
o Two landfill gas facilities in southeastern Wisconsin (42 percent).
o  Small hydroelectric plants in Wisconsin owned by Cedarburg Hydroelectric Corp., Rock River Power
& Light, and North East Wisconsin Hydro (4 percent).
o \We Energies’ wind turbines in the Town of Byron, Wisconsin (4 percent).
Customer-owned solar photovoltaic generation (1 percent).

We Energies Energy for Tomorrow® Program Customers and Energy Use, 2002-2006
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For more information, see the “Energy Use” section of this report.

Edison Sault Electric Renewable Energy Program

ESE offers customers the option of increasing their percentage of electricity from renewable sources for a
slightly higher rate. ESE generates and purchases about 40 percent of its power needs from hydroelectric
facilities on the St. Mary’s River, connecting Lake Superior and Lake Huron. The remaining 60 percent is
purchased from other utilities. This power is mostly generated by coal and nuclear power generation sources.
Customers who want more than 40 percent of their energy coming from renewable sources may voluntarily
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increase their percentage of power derived from renewable resources to 60, 80 or 100 percent. In 2006, ESE
sold 169,668 kilowatt-hours of renewable energy through its renewable energy program.

Wisconsin Renewable Portfolio Standard

Passed in 1998, Wisconsin Act 204 required 50 MW of new renewable energy to be on line in Wisconsin by
year-end 2000. We Energies met its 27-MW portion of that requirement by purchasing wind generation from
FPL Energy’s Badger Wind Facility in Montfort, Wisconsin, and from other renewable energy sources. Note
that the energy accounted for here is separate from that used in the Energy for Tomorrow program.

In February 2000, Wisconsin adopted the Renewable Portfolio Standard (RPS) legislation. This legislation
required state utilities to sell electricity from renewable energy sources to retail customers, rising from 0.5
percent in 2001 to 2.2 percent by 2011. We Energies was the first utility in the state to propose a new
renewable energy project targeted at meeting the requirements.

In March 2006, Wisconsin enacted Wisconsin Act 141, which changed utilities’ renewable energy
requirements. The act increases the mandate for renewable energy from a statewide baseline of 4 percent to
no less than 6 percent by 2010 and 10 percent by 2015 of total retail energy delivered on a statewide basis.
The act requires each electricity provider to increase renewable energy sources by 2 percent over its baseline
level by 2010 and by 6 percent over its baseline level by 2015. We Energies must obtain approximately

210 MW of additional renewable capacity by 2010 and another approximately 610 MW of additional
renewable capacity by 2015 to meet the retail energy delivered requirements. The RPS limits the amount of
hydroelectric generated energy that qualifies for satisfying RPS requirements.

We Energies has already started development of additional renewable energy sources to meet Power the
Future commitments, which will assist We Energies in complying with Act 141. We Energies expects wind
generation to be the largest source used to comply with the act’s requirements.

Energy Efficiency

We Energies offers programs and services to help its customers improve energy efficiency in their homes,
buildings and factories. Programs offer a full range of customer technologies and services tied to energy use.
The company provides information on the economic and environmental benefits of purchasing energy efficient
equipment and on designing new homes and buildings.

Focus on Energy. This public-private partnership is a coordinated group of programs administered by the
Wisconsin Department of Administration. The program provides citizens and businesses with technical
assistance and information on energy management that achieves the most savings while protecting the
environment. The program is funded by a surcharge on gas and electric bills and through direct utility
contributions. A major share of the money goes toward weatherization and energy efficiency programs.

Energy Center of Wisconsin. We Energies supports the Energy Center of Wisconsin, which sponsors and
conducts research on efficient energy use and management. The center develops and demonstrates new
energy-efficiency advances and transfers the results to Wisconsin energy service providers and consumers.

Milwaukee Weatherization, Rehabilitation and Asset Preservation Partnership. In collaboration with the
Social Development Commission, We Energies partners with Milwaukee’s Weatherization, Rehabilitation and
Asset Partnership (WRAP). We Energies funds WRAP’s conservation components. WRAP develops
innovative delivery systems that combine energy efficiency, housing renovation and weatherization, and
social service programs to preserve and increase home ownership in low-income households. The goal is to
reduce maintenance costs, particularly energy costs, and to help low-income homeowners increase their
home and neighborhood value.
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Energy Management Initiative. Customers look to We Energies as a role model for smart energy
management practices. In 2005, the Energy Management Initiative was implemented to reduce the
company’s energy consumption by 5 percent (on a per degree day adjusted basis) through an aggressive
program encouraging employees’ smart energy use by further educating them about smart energy habits and
motivating them to adopt these practices. Actual results show a reduction of nearly 10 percent.

Energy Efficiency Planning, Design and Implementation

Under the PSCW-approved We Energies’ Energy Efficiency Procurement Plan, We Energies invested

$7.5 million during 2006 in customer programming that has led to a 2006 peak reduction of 20 megawatts and
77,769 megawatt hours of customer energy savings. Multiple success stories are on the company’s Web site.

Innovative Energy Efficiency Projects. We Energies supported the Milwaukee Habitat for Humanity Ten
Home Building Blitz during June of 2006. All 10 homes are Energy Star rated. The company collaborated with
the city of Milwaukee to partner on a window replacement program on 600 residential homes. Funding from
the U.S. Department of Housing and Urban Development for Milwaukee’s lead abatement program was
combined with energy efficiency funding from We Energies to accomplish this dual solution as one task.

Natural Gas Programs
We Energies is spending up to $6 million on natural gas programs, implemented during 2006 and continuing
through 2007, for at-risk customers. In 2006, $3.2 million in program incentives was provided and 1,548,892
therms were saved through more efficient measures. These programs, which respond to increasing gas
prices and promote energy efficiency to help reduce customer use, include:
= Small Commercial Business Assistance — Financial incentives support a set of energy efficiency
measures to business customers consuming 40,000 therms or less of natural gas annually. These
incentives reduce barriers to energy efficiency investment in this hard-to-reach market segment.
= Residential Assistance — This program targets residential customers with incomes generally
between 150 to 250 percent of federal poverty guidelines, if they are not eligible for Weatherization
Assistance. The company subsidizes most or all infiltration reduction measure costs and insulation
and heating system upgrades where the existing system is malfunctioning. The program offers a
reduced set of weatherization incentives to all residential customers.
= Multi-Family Assistance — Financial assistance provides help to defray infiltration reduction and
insulation costs in multi-family buildings, targeting those with low income and at-risk tenants.
= Assistance for Charitable Organizations — We Energies provides weatherization and heating
system improvement incentives for churches and not-for-profit social service organizations. Because
program services are similar, the program is administered with the Small Commercial Business
Assistance program, although target markets and outreach strategies are different.

Load Management

We Energies offers load management options that provide electricity rate discounts or other incentives to
business and residential customers in return for reducing load on short notice during high electric demand
periods. For example, residential customers receive a bill credit for allowing the company to turn off their air
conditioners for varying periods during peak demand times. The programs have the potential to reduce peak
demand by more than 400 MW on a given day. Basic load management programs include:

Mine Contracts. Contracts with two large iron ore mines in Michigan’s Upper Peninsula allow We Energies to
ask these customers to reduce load at times of high system demand.

Voluntary Load Reduction. We Energies’ three voluntary load reduction programs provide industrial and
large commercial customers an opportunity to share cost savings when a power purchase can be avoided —
or a power sale can be made — during extreme price spikes in the wholesale spot market. The programs are:
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Power Market Incentives®™ is offered to the largest We Energies industrial customers who can
reduce load by 500 kW in exchange for market-based compensation.

Dollars for PowerM s offered to industrial and large commercial customers who enroll 50 kW at
pre-established bid prices.

PMI-Pool is offered to customers, marketers or agents who combine sites (We Energies customer
accounts) so that a pool can benefit from the same features as the Power Market IncentivesSM
program. Each participating account is required to have a minimum of 100 kW and the pool is
required to have a minimum of 500 kW.

Residential Program. Energy Partners is a residential central air conditioning, direct load control program. A
small remote controlled device installed near the central air conditioning compressor can turn the unit off any
day between noon and 11 p.m. from May 15 through Sept. 15. Customers can choose one of the following
options. Credits are reflected monthly on their energy bills.

$50 in bill credits. Central air conditioners may be cycled off for up to six hours a day.

$40 in bill credits. Air conditioners may be cycled off for up to four hours a day.

$12 in bill credits. Air conditioners may be cycled off for 45 minutes, operate for 15 minutes and
continue this cycle up to 8 hours a day.

Traditional Load Management Programs. These commercial and industrial programs offer the greatest
discounts, but they can require customers to reduce load on short notice during high-demand periods.
Customers with greater operational flexibility and risk tolerance benefit most. These programs are:

Interruptible. Primary rate industrial customers (those customers who receive power at primary
voltages and own and maintain their own switchgear and transformers) with a minimum load
reduction of 1,000 kW are eligible for this program, which includes the possibility of both capacity and
economic interruptions. In exchange for an annual discount, customers allow We Energies to
remotely interrupt electric load if capacity becomes tight. While We Energies provides as much
notice as possible, it has the ability to interrupt load without warning during a peak capacity situation.
Economic interruptions may occur if system energy prices on the spot market are high. Customers
maintain control over their electric load during economic interruptions by either curtailing load or
buying through the interruption at market rates.

Curtailable. For annual savings up to 15 percent, businesses agree to shed load — with a minimum
one-hour notice — when electric supplies are tight. Customers determine what load to curtail. To
participate, primary rate customers must have a minimum of 500 kW, and general secondary rate
customers (customers receiving service at secondary voltages and where We Energies owns and
maintains the switchgear and transformer) are required to have a minimum of 100 kW to curtail. As
with the interruptible rate, penalties apply if commitments are not met during a capacity curtailment.
Customers may choose to curtail or buy energy at a predetermined market price during an economic
curtailment. During economic curtailments, Michigan curtailable customers are provided hourly prices
based on the projected market prices for the hours of curtailment. Wisconsin curtailable customers
are able to purchase power at their regular energy rate plus $0.06 per kWh.

Energy Cooperative. The Energy Cooperative rate is a lower-risk option that provides an incentive
for a group of commercial/industrial customers to participate in a load-reduction plan. Customers are
paid a base incentive for each month from April through September when the load is available for
reduction. In addition, a performance incentive is paid during curtailment periods when the demand
peak is held at or below the contract agreement. A non-compliance penalty is applied if the contract
terms are not met.
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Spills

During 2006, Wisconsin Energy Corporation (WEC) reported 47 individual spill events to the Wisconsin
Department of Natural Resources and the Michigan Department of Environmental Quality. All reported spills
occurred within We Energies’ generation and distribution systems, and in all instances, company personnel or
contracted services promptly controlled or removed the spilled material. Some minor spills, including some
that were reported, were the result of accidents by people who were not employees.

We Energies’ follow-up on such incidents includes a root-cause analysis and preventive actions to reduce the
potential for future events. Beyond immediate cleanup, long-term corrective actions may include policy and
procedural changes, equipment modifications and/or training.

WEC maintains programs to avoid spills and accidental releases to the environment. Facilities with fuel,
chemical and wastewater tanks must maintain both structural controls (containment and liners) and
institutional controls (spill prevention control, countermeasures plans and employee training). Where a
potential hazard may exist to employees or surrounding properties, the individual facilities develop preventive
and emergency action plans in cooperation with local and state regulatory officials. These plans are reviewed
and updated periodically.

Edison Sault Electric had no reportable spills or releases during 2006.

A complete listing of the spills reported in 2006 is contained in the environmental section of the “Data
Appendix.”
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Transportation

Wisconsin Energy Corporation (WEC) and its subsidiaries continually work to reduce the environmental
impact of business travel and other transportation related to their business activities by:
e Using local suppliers for materials and services whenever it is consistent with prudent business
practices, thereby reducing the distance from which materials and services are provided.
e Minimizing landfilling of coal combustion products.
o Strategically locating company facilities and making an effort to find nearby vendors to minimize
travel and shipping requirements.
e Incorporating lower-emission, alternate-fuel vehicles in service fleets.
e Promoting use of clean, domestic-fueled natural gas vehicles (NGVs) among its customers and
within its service territory.
e Supporting programs that encourage employees to car pool or ride public transportation to work.

Coal Combustion Products

We Energies beneficially used 100 percent of its coal combustion products (fly ash and bottom ash) in 2006
(see the “Recovered and Recycled Materials” section of this report). This beneficial use reduces the
truckloads of ash taken to landfills as well as diesel fuel used by those trucks and fuel used to power
equipment that maintains the landfills. Most of We Energies’ coal combustion products are used by the local
construction industry, replacing cement and stone typically hauled from more distant sources. Though truck
numbers remain fairly constant, actual net trucking mileage by the local construction industry is reduced
substantially. We Energies continues to make and explore changes to reduce transportation impacts. Coal
ash reburn at Pleasant Prairie Power Plant also reduces the need to mine and transport coal from Wyoming.

Commuter Choice Programs

We Energies seeks to minimize impacts on regional air quality due to vehicle emissions related to employees'
daily commutes to work. The primary focus of the company’s commuting programs is the more than 1,400
employees who work in the company’s downtown Milwaukee headquarters. There were 376 employees
participating in the company’s Commuter Choice programs in 2006.

Bicycling. We Energies continued its bicycle commuting program in 2006, holding a Bike to Work day and a
commuter challenge in which 33 employees participated. Those employees biked a total of 31,514 kilometers
(km) in 1,251 employee-days between May and October. Bike commutes averaged 25.2 km per day.

Bus transit. To help reduce traffic congestion and vehicular emissions, We Energies allows employees who
live in the metropolitan Milwaukee area to pay for bus transit coupons with pre-tax dollars or to buy company-
subsidized transit value passes. For bus pass costs, employees pay $21.67 per month and the company pays
$30. Employees living outside of counties served by mass transit can receive $26 per month toward coach
bus service to Milwaukee. Approximately 250 employees participated in the program during 2006. Employees
who ride the bus, but occasionally need a car, are provided free company parking two days per month.

Car pools. We Energies’ employees who car pool with at least one other person receive preference for
company parking in downtown Milwaukee. Three-person and larger car pools receive free parking. People
who car pool receive two parking passes per month for days when they must use their own cars. To
encourage employees to try car pooling and transit, the company guarantees that those who give up company
parking to try other options can return if the new arrangements do not work.
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We Energies Commuter Program Participation, 2002-2006
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Natural Gas Vehicles

We Energies uses compressed natural gas vehicles in its fleet to meet the 1992 Energy Policy Act's
requirements that alternative fuel providers operating fleets of 20 or more vehicles in specific areas of the
country must operate a portion of their fleet with qualifying vehicles. In 2006, almost 4 percent of the
company's on-road fleet consisted of NGVs. Total NGVs in the company’s fleet has dropped in the last
several years as the company has been using the Alternate Fueled Vehicle (AFV) credits awarded for
meeting AFV fleet requirements set forth in the Energy Policy Act.

We Energies Fleet Composition, 2002-2006
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We Energies helps government agencies, businesses and individuals purchase or lease Certified Low
Emission NGVs using grants from the U.S. Department of Energy administered by the Wisconsin State Office
of Energy. We Energies also is an active member of Wisconsin Clean Cities-Southeast Area, Inc., a not-for-
profit organization that promotes cleaner air and energy security through alternative fuel development. Clean
Cities has recognized We Energies as being responsible for placing more than 700 NGVs on Wisconsin's
roads from 1999-2006. These include NGVs leased and driven by We Energies employees. Through efforts
by We Energies, six 24-passenger natural gas fueled buses were recently purchased by Transit Express, a
shuttle service operating in Milwaukee County.
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Natural Gas Vehicles on the Road through We Energies Programs, 2002-2006
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To support introduction of more NGVs to Wisconsin, We Energies has helped develop a network of natural
gas fueling stations across the state. Five stations are located at We Energies facilities. There are now 12
public compressed natural gas (CNG) refueling stations in Wisconsin, all but one of them in the company’s
service territory. A new public CNG station being constructed near General Mitchell Field in Milwaukee is
scheduled to open in fall 2007. In addition to these public fueling stations, there are five private CNG stations,
including three serving school bus fleets in the company’s service territory.

Edison Sault Electric uses three NGVs in its service fleet. There are no publicly available CNG stations in the
Edison Sault service territory.
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Waste Management

Wisconsin Energy Corporation (WEC) subsidiaries have programs and explore ways to minimize waste, reuse
materials, use by-products and recycle materials. Waste disposal is done responsibly, in compliance with
applicable regulations, and in a manner that minimizes environmental risk. (For more information on materials
recycled in WEC operations and reused in WEC Operations, see the “Recovered and Recycled Materials”
section of this report.)

Bottom Ash and Fly Ash Landfills

We Energies’ coal-fired power plants produce bottom ash (coarse material that drops to the bottom of coal
boilers) and fly ash (fine ash captured from power plant electrostatic precipitators and baghouses).

We Energies maintains four company-owned, state-licensed landfills in Caledonia, Grafton and Pleasant
Prairie, Wisconsin, and in Marquette, Michigan. We Energies monitors landfill performance and has
procedures to protect groundwater, control dust and to limit truck traffic. (For information on how We Energies
uses power plant ash, see the “Recycled and Recovered Materials” section of this report.)

We Energies’ Coal Ash Produced and Landfilled, 2002-2006
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NOTE: Data includes fly ash and bottom ash recovered from landfills. See the “Recovered and Recycled Materials”
section of this report for more information.

Solid Waste

WEC's solid waste includes non-recyclable office trash and other materials that cannot be recycled or
reused. Most WEC facilities do not measure the amount of solid waste they generate, but it is corporate
policy that all subsidiaries and facilities seek ways to reduce its production.

We Energies periodically examines solid waste generation and disposal at each of its facilities during
routine audits, and then works with staff to identify ways to reduce waste and manage it better. These
audits have helped reduce waste volume and disposal costs, and have identified minor waste streams that
could be reduced (by using substitutes) or recycled. The company works with its waste management
vendor to evaluate the solid waste management practices at approximately 60 facilities in Wisconsin and
Michigan. We Energies uses the results to further improve waste minimization, recycling and disposal
practices. Results also are incorporated into periodic environmental awareness and solid waste
management training programs for employees to reinforce these practices.
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Hazardous Waste

We Energies and Edison Sault Electric Company (ESE) generate hazardous waste regulated by the
Resource Conservation and Recovery Act. We Energies is the primary generator of these wastes, with only
minor and occasional quantities generated by ESE. ESE generated no hazardous waste during 2006.

We Energies’ hazardous waste generation was 432,764 kilograms (kg) in 2006. While the company continues
efforts to reduce hazardous waste generation at operating facilities through waste minimization programs,
hazardous waste volumes increased significantly during 2006 because of power plant boiler cleaning waste
products. Periodic cleaning to remove boiler scale deposits occasionally result in a wastewater stream that
exceeds regulatory limits and requires its management as a hazardous waste. During 2006, three individual
boiler cleaning activities resulted in a boiler cleaning wastewater stream that was hazardous due to the
presence of dissolved metals. All hazardous wastes were collected and disposed of properly.

We Energies Hazardous Waste Generated, 2002-2006
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NOTE: Includes hazardous waste from coal and nuclear power plants and electric and gas distribution operations.
Charting waste generated per megawatt-hour is not included as it is misleading; all hazardous waste generation is not
necessarily a function of electric generation.

We Energies also removes hazardous waste during property cleanup and remediation projects. The company
continues its long-term program to identify and remove hazardous waste due to special projects to remediate
former manufactured gas plants, acquired contaminated properties and chemical storage tank removals.
Overall hazardous waste amounts reflect a proactive approach to restore and redevelop previously
contaminated properties now owned by the company.

We Energies and ESE continue voluntary programs to replace or upgrade electrical equipment (e.g.,
capacitors, breakers, regulators, transformers) that contain polychlorinated biphenyls (PCB) oils. This reduces
risk to the environment in event of a spill. All removed PCB wastes are properly disposed of or destroyed.

Nuclear Spent Fuel

We Energies’ Point Beach Nuclear Plant (PBNP), which was sold September 28, 2007, generated 19,753 kg
(approximately 0.0023 kg per megawatt-hour) of radioactive spent fuel during 2006. Upon removal from the
nuclear reactor, spent fuel assemblies are stored in a specially designed, water-filled pool inside the plant.
Periodically, assemblies are loaded into specially constructed 103-metric-ton, steel and concrete canisters that
are placed in PBNP’s Independent Spent Fuel Storage Installation. Since December 1995, 26 dry storage
canisters have been loaded and placed in the installation, which is designed to hold 48 canisters. The spent
fuel’s ultimate destination will be the national repository at Yucca Mountain, Nevada, if and when constructed.
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We Energies Nuclear Spent Fuel, 2002-2006
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Toxics Release Inventory Land Releases

We Energies submits Toxics Release Inventory (TRI) reports annually to the U.S. Environmental Protection
Agency. TRl releases fluctuate year to year based on coal burn amounts and chemical composition. TRI-listed
substances in coal combustion products exist in very low concentrations, many near levels occurring naturally
in soil. Barium compounds are the main TRI-reportable substances in coal combustion products — about

80 percent of the total. The total also includes metals sent off-site for recycling. Reported releases for 2006
decreased 9 percent from the previous year. Less total ash was produced in 2006 compared with 2005, and
concentrations of some TRI-listed substances were lower than the previous year. (For information on the
company’s TRI releases to air and water, see the “Air Emissions” and “Water Effluents” sections of this report.)

We Energies TRI Land Releases, 2002-2006
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NOTE: We Energies’ TRI land releases include: benzo(ghi)perylene and compounds of barium, chromium, copper, lead,
manganese, mercury, nickel, polycyclic aromatic, thallium, vanadium and zinc.

Other Wastes
WEC subsidiaries dispose of various other wastes after reusing and recycling to the greatest extent practical:

Batteries All lead acid, metal hydroxide, nickel-cadmium and alkaline batteries are collected and
managed by certified vendors.

Circuit boards  Printed circuit boards and other electronic equipment are recycled by certified vendors for
the recovery of lead, copper and other metals.

Transformers  Distribution transformers are either rebuilt internally by We Energies for reuse, or sold for
scrap value to a certified recycler specializing in this type of equipment.

Lighting Used fluorescent and incandescent lamps are managed by certified recyclers to recover
material glass, metal and trace amounts of mercury and lead. Some lighting ballasts containing
polychlorinated biphenyls (PCBs) are sent to a separate disposal facility.

Mercury Mercury-containing waste from retired metering and monitoring equipment is managed by a
certified recovery and disposal facility.
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Water Effluents

Power Plants

Primary discharges to water consist of cooling water used by the coal-, natural gas- and nuclear-fueled power
plants operated by We Energies. All We Energies power plants have National Pollutant Discharge Elimination
System (NPDES) permits issued by the Wisconsin Department of Natural Resources or the Michigan
Department of Environmental Quality (MDEQ) that govern the discharge of non-contact cooling water, treated
wastewaters from plant processes and, in the case of Point Beach Nuclear Plant (PBNP), effluent from a
sewage treatment facility. NPDES permits use several chemical indicators to monitor wastewater treatment
system performance, specifically the pH (acidity/alkalinity) of the water, total suspended solids (TSS), and il
and grease (0O&G) concentrations. Total residual chlorine, copper, aluminum, mercury and phosphorus also
are monitored in some of the power plant discharges. Whole effluent toxicity testing is required at some plants
to ensure that the effluent does not harm aquatic life in the receiving water.

Plant staff monitors plant intake and discharge temperatures since water temperature can affect aquatic life.
Comprehensive studies have demonstrated that warm water discharges from these plants do not significantly
affect aquatic organism biodiversity. We Energies’ Valley and Milwaukee County cogeneration plants, which
supply steam heat to much of downtown Milwaukee and the Milwaukee County Medical Complex,
respectively, also discharge steam condensate (very pure, but warm water) to storm sewer systems.

Except for occasional, minor exceedances, We Energies’ power plants consistently comply with all NPDES
permit requirements.

TSS and pH monitoring is required by the plant NPDES permits. Monitoring generally occurs daily, weekly or
monthly, depending on the specific plant permit. Typically, the TSS limits are a monthly average of

30 milligrams (mg) per liter and a daily maximum of 100 mg per liter. Some plant outfalls also have a TSS
mass limitation. Plant permit discharge limits for pH are typically a minimum of 6.0 and a maximum of 9.0,
depending on the facility.

0&G monitoring is required for most power plant process water discharges. Monitoring frequency varies from
weekly to quarterly, and the results are reported on the discharge monitoring reports as required by the
NPDES permits for individual facilities. Typically, O&G limits are a monthly average of 15 mg per liter and a
daily maximum of 20 mg per liter. O&G results for We Energies’ power plants are routinely near the detection
limit of 0.9 mg per liter.

Some of We Energies’ power plants use chlorination to keep their cooling and service water systems from
being fouled by algae and other aquatic growth. Those facilities’ NPDES permits require monitoring for total
residual chlorine (TRC) in their cooling water discharges. TRC concentration is monitored daily when
chlorinating, and results are reported in monthly discharge monitoring reports in accordance with NPDES
permits. Facilities using chlorination are PBNP, Concord Generating Station, Germantown Power Plant, Paris
Generating Station, Valley Power Plant, Pleasant Prairie Power Plant (PPPP) and Presque Isle Power Plant
(PIPP). With the exception of PIPP, TRC results at We Energies’ facilities routinely are less than the detection
level, which varies from 0.010 to 0.020 milligrams per liter, because these facilities dechlorinate the effluent
prior to discharge. PIPP does not dechlorinate but operates within limits defined in its discharge permit.

Oak Creek Power Plant (OCPP) installed a copper ion generator in 1999 to control invasive zebra mussels in
its cooling system. PBNP installed a similar system in late 2001. OCPP collects and analyzes monthly
samples to measure recoverable copper and aluminum in the water. Almost all of the aluminum in the water is
what occurs naturally in Lake Michigan. Both the copper and aluminum concentrations in the cooling water
discharge are well below levels allowed by Wisconsin water quality standards.
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Total phosphorus is monitored at OCPP and PPPP, as required by the NPDES permit for these facilities. Both
plants consistently achieve compliance with the 1.0 mg per liter limit that is expressed as a 12-month rolling
average in the permit.

Mercury monitoring has been conducted at several facilities including OCPP and PPPP. Mercury discharge
permit limits will become effective over the next several years as new units and emission control systems
become operational.

Whole effluent toxicity testing involves sending a representative effluent sample along with a receiving water
sample to a certified laboratory to test for both acute and chronic toxicity. During testing, two species of
aquatic organisms are exposed to various effluent dilutions for a specified time period to predict whether the
effluent may cause them harm. We Energies’ facilities passed all toxicity tests but one between 1999 and
2006, and that facility passed subsequent re-tests.

Hydroelectric Plants

As part of the licenses issued by the Federal Energy Regulatory Commission (FERC), 12 We Energies’
hydroelectric plants (Big Quinnesec Falls, Brule, Chalk Hill, Hemlock, Kingsford, Lower Paint, Michigamme
Falls, Peavy Falls, Pine, Twin Falls, Way and White Rapids) are required to maintain state water standards for
temperature and dissolved oxygen (DO) downstream of each dam. We Energies’ studies conducted during
the relicensing process (see more on the Wilderness Shores Settlement Agreement in the “Biodiversity and
Natural Habitats” section of this report) demonstrated that all but three plants (Michigamme Falls, Peavy Falls,
Way) met the 5.0 mg per liter DO standard 100 percent of the time. The low DO issues at Michigamme Falls
were addressed in 2002 with a new turbine generator and increased minimum flows. Continued monitoring
occurred in 2003 and 2004 to ensure that the Michigamme Falls plant problem had been resolved.

Both spilling and air bubbling have been evaluated as corrective measures for both the Peavy Falls and Way
Dam hydroelectric plants. At Way Dam, two solutions have been identified: spilling during periods of low DO
conditions (typically July through early September) and revised water release through the project. A final
solution evaluation was filed with FERC in early 2007. Both spilling and revised release practice will require
discontinuation of all water use for power generation at this project during the warmest periods of summer
when low DO conditions materialize. At Peavy Falls, small spillage quantities also may alleviate low DO
problems, based on work performed in 2006. Additional studies are planned for 2007.

Licenses also require We Energies to periodically measure sediment levels and analyze fish for contaminants
that may accumulate in sediments retained by the dams. Large predator fish in virtually all impoundments
were sampled and analyzed for mercury and polychlorinated biphenyls (PCB) in 2004. Results indicated that
most walleye and northern pike had mercury levels above the U.S. Environmental Protection Agency’s (EPA)
criterion of 0.3 parts per million. However, none of the fish exceeded health guidelines for PCBs. These
results are consistent with data generated on other river systems in the Upper Peninsula of Michigan and
were provided to the states of Michigan and Wisconsin for use in reviewing existing fish consumption
advisories that have been issued in the past for these waters. Sediment analyses are not required again until
2010 and beyond.

Edison Sault Electric Company generates minor volumes of sanitary and facility cleaning wastewater at its
headquarters and four service centers. No formal pollutant discharge permits are issued by the MDEQ for
these facilities.

Toxics Release Inventory Water Releases
We Energies submits Toxics Release Inventory (TRI) reports annually to the EPA. We Energies’ releases to
water have decreased significantly due to waste minimization and changes in effluent flow rates at some
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power plants. The main TRI-reportable water releases have been metal compounds. Reported releases for
2006 were essentially unchanged from the previous year. (For information on the company’s TRI releases to
air and land, see the “Air Emissions” and “Waste Management” sections of this report.)

We Energies TRI Water Emissions, 2002-2006
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NOTE: We Energies’ TRI water releases include benzo(ghi)perylene and compounds of barium, chromium, copper, lead,
manganese, mercury, nickel, thallium and zinc.

See the “Environmental Compliance” section of this report for more information. For more information on
water use and watershed impacts, see the “Water Use” section of this report.
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Water Use

Wisconsin Energy Corporation’s (WEC) primary utility business, We Energies, uses large amounts of surface
water to cool its five major fossil-fueled power plants and one nuclear power plant. Each power plant (except
Milwaukee County) draws water from a lake or river, passes it through a heat exchanger to condense the
steam used to turn the generating turbines and then returns the water to its source. The water is essentially
unchanged after passing through the plant, except that it is slightly warmer. Based on extensive studies
conducted mainly in the 1970s and over the last five years, the intake and discharge of cooling water has
minimal impact on aquatic ecosystems. New or revised regulations require the company to re-examine all of
its water intakes and some of the discharges over the next several years.

In 2006, We Energies’ power plants and associated water bodies included:

o Presque Isle Power Plant (PIPP) Lake Superior
e Point Beach Nuclear Plant (PBNP) Lake Michigan
e  Port Washington Generating Station (PWGS) Lake Michigan
o  Oak Creek Power Plant (OCPP) Lake Michigan
e Pleasant Prairie Power Plant (PPPP) Lake Michigan
o Valley Power Plant (VAPP) Menomonee River

PIPP withdraws and discharges cooling water and treated wastewater into Lake Superior. The plant returns
more than 99.9 percent of cooling water withdrawn, and the water quality returned to the lake is better than
state of Michigan and federal Great Lakes Water Quality Initiative requirements. The heat in the cooling
water discharged is within the plant’s state permit discharge limits.

OCPP, PPPP, PWGS and PBNP draw cooling water from Lake Michigan. OCPP, PBNP and PWGS use
once-through cooling and have impacts similar to PIPP. Because of its distance from Lake Michigan (8 km),
PPPP uses two mechanical draft cooling towers to release heat to the atmosphere through a wet
evaporative cooling process. The towers release 28.8 to 44.9 million liters of water per day to the
atmosphere. The cooling water volume piped back to Lake Michigan per day from PPPP has ranged from
about 7.2 million liters to 9 million liters since 1999. Lake Michigan water use increased slightly in 2006
compared with 2005 as PBNP had an increase in cooling water use.

We Energies Great Lakes Water Use, 2002-2006
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VAPP in Milwaukee, Wisconsin, withdraws Menomonee River water a short distance upstream from its
confluence with Lake Michigan. The plant uses open-cycle cooling and discharges water to the South
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Menomonee Canal, which feeds back into the Menomonee River. The plant affects the river and Milwaukee
Harbor by inducing additional water circulation into the river's lower segment.

The Milwaukee County Power Plant uses water purchased from the city of Milwaukee. Water use by the
plant is a small percentage of the other plants due to its size and the use of closed-loop cooling towers.

We Energies Groundwater Use for Power Generation, 2002-2006
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We Energies’ three combustion turbine plants in southeastern Wisconsin take water from on-site wells for
plant cooling and for nitrogen oxide (NOx) emission control. The primary water use for these plants involves
evaporative water loss from wet cooling towers used to remove waste heat from refrigeration systems.
Water also is used for NO, control. Purified groundwater is injected into the combustion process to reduce
flame temperatures to levels needed to minimize NO, production and emissions to the air. Water used for
NOx control is lost to the atmosphere. The amount of water used is proportional to the time the units are
dispatched for power generation. Decreased running time for several natural gas-fired combustion turbine
peaking plants compared with 2005 resulted in decreased water use for 2006.

For more information on thermal and other water discharges, see the “Water Effluents” section of this report.

We Energies water use also includes operation of 13 hydroelectric power plants on rivers in Wisconsin and
Michigan’s Upper Peninsula. Of these plants, 12 operate under licenses granted by the Federal Energy
Regulatory Commission. Under these licenses, the company is required to operate these plants in a manner
that maintains state water quality standards for downstream temperature and dissolved oxygen, as well as
seasonally variable minimum flows in the rivers downstream of these plants. Except for occasional difficulty
in maintaining dissolved oxygen levels at three of the dams (Way, Peavy Falls, Michigamme Falls), the
company’s hydroelectric facilities have met the standards 100 percent of the time. For more information on
these water quality standards, see the “Water Effluents” section of this report.

Edison Sault Electric Company’s (ESE) hydroelectric plant operates on the St. Mary’s River on the
U.S./Canadian border. The plant directs water from a canal that opens into the extreme east end of Lake
Superior's Ashmun and Whitefish bays near Sault Ste. Marie, Michigan, and discharges the water into the
St. Mary’s River downstream from Lake Superior. (For more information about We Energies’ and ESE’s
hydroelectric plants, see the “Renewable Energy and Energy Efficiency” section of this report.)
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Watersheds

The primary watersheds impact is We Energies’ cooling water use for its power plants located in the Lake
Michigan and Lake Superior watersheds. Because cooling water and other process waters are returned
essentially unchanged, watershed impact is minimal and well within state and federal standards.

The Germantown Combustion Turbine (CT) plant lies in the Menomonee River watershed (not the same as
the Menominee River Basin along the Wisconsin-Michigan border). The Paris CT plant is within the Des
Plaines River watershed, and the Concord CT plant is located within the Rock River watershed. By virtue of
their design and rural locations, these natural gas-fired plants have no adverse impacts on these watersheds,
including the groundwater aquifers.

Most of We Energies’ hydroelectric plants are located in the Menominee River Basin (the river forms a portion
of the border between Wisconsin and Michigan’s Upper Peninsula). This land is characterized by hardwood
forests and wetland-dominated stream headwaters. The Brule and Pine hydro facilities have fish protection
systems to reduce fish entrainment, and the company is working with state and federal resource agencies,
including the U.S. Fish and Wildlife Service, to address fish protection at the remaining hydroelectric plants.
As part of the Wilderness Shores Settlement Agreement to relicense several of these hydroelectric plants, We
Energies agreed to normalize the stream flows starting in 2002 by limiting peaking operations and increasing
water flows during non-peak demand hours. These actions enhance the quality of life in the rivers
downstream of these projects by providing aquatic species a better opportunity to reproduce and complete
their life cycles. While We Energies revised its mode of operation in 2002, it is still too early to expect
measurable changes in the river’s quality of life as measured by increased fish production.

ESE'’s hydroelectric plant is one of several facilities that pass water from Lake Superior downstream to Lake
Michigan and the remaining Great Lakes. Water releases between the lakes are controlled by the
International Lake Superior Board of Control, under the supervision of the International Joint Commission.
The ESE plant currently is provided a monthly water allocation for generation through a U.S.-Canadian
agreement. However, in 2002, the commission imposed certain required increases in weekend water flows to
increase downstream water levels due to the falling levels of the Great Lakes. These restrictions reduce water
use for power generation during times of peak electrical demand, thus requiring power to be generated by
other non-renewable and more expensive energy sources.
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Employment

Employee performance is critical to Wisconsin Energy Corporation’s (WEC) success. In 2006, all employees
continued to focus on enterprise-wide performance. Demonstration of established leadership competencies
(customer focus, sense of urgency, personal responsibility for results and financial discipline) continued to
drive desired business results and financial performance.

Net Job Creation and Turnover

Aggregate 2006 employment decreased largely because of the company’s continued response to keeping
energy pricing to customers affordable while providing stockholders an appropriate return. The 2006
turnover rate was 7 percent. Below is a detailed chart comparing employee population changes for We
Energies between 2002 and 2006.

Turnover Rates for We Energies - 2002 through 2006

Average
By Year Population* Rate Minority Women
2006 5,145 7% 12%** 8%
2005 5,332 6% 7% 7%
2004 5,637 8% 8% 9%
2003 5,846 5% 4% 4%
2002 5,916 5% 6% 5%

*Average population = total employee population as of January plus total employee population as of
December divided by two.
**The increase in minority turnover is primarily due to retirements.

Represented
WEC Employee Count Total By Labor
2006* Employees Agreement
Wisconsin Electric 4,597 3,170
Wisconsin Gas 572 433
Edison Sault 60 42
Non-Utility Energy Segment 43 0
Other 31 0
WEC Total 5,303 3,645

*Data includes full-time and part-time regular and seasonal employees of WEC and its subsidiaries
as of December 31, 2006.

Wages and Benefits

We Energies offers flexible work hours, holidays, vacation and sick leave, personal computer purchase plan,
tuition reimbursement and retirement plans. Managing benefits costs is critical to controlling costs. On
average, during 2006, benefits represented 29.7 percent of We Energies’ total employee compensation.
Each October, We Energies employees can choose from several benefit options, including health, dental,
life and accident insurance. Prescription drug benefits are included as part of the health plan. Other benefits
are provided to benefit-eligible employees. These benefits are vision care
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discounts, long-term disability, purchase of additional vacation time, and pre-tax health and dependent care
saving accounts. In addition, the Employes’ Mutual Benefit Association (EMBA) is a fraternal organization
offering sickness and accident insurance (disability). The EMBA also manages social and recreational
programs for active and retired We Energies employees. We Energies employees are able to give to an
EMBA emergency fund that is used to provide loans or grants to employees facing financial hardship due to
unforeseen circumstances.

The WEC Daughters and Sons Scholarship Program is available to eligible college-bound children of active
and retired employees of WEC companies.

Leadership Development and Talent Management

We Energies’ employee development approach is built around an integrated talent management model. The
corporate mission and strategy set the direction and leadership skill requirements that, in turn, guide the
recruitment, staffing, performance management and employee development processes that sustain work
force productivity.

The overall leadership development strategy remains focused upon a continued effort to institutionalize the
We Energies competency model as a basis for assessment, measurement and individual development. A
360 feedback assessment based upon the leadership competency model is administered to all leadership
levels on a three-year cycle. Leadership feedback is integral to the performance management system used
across the company and results in development plans consistent with the company’s leadership
requirements.

Complementing the efforts to build leadership skills through competency assessment, performance
feedback and training, is the Employee Engagement survey described below. The survey provides direct
feedback to workgroup leaders at all levels and reinforces the value of leadership effectiveness.

Employee Engagement

Employee engagement is a key component of the company’s continued success. Numerous studies testify
to the importance of properly skilled, knowledgeable employees who feel valued and challenged in their
jobs. WEC first partnered with the Gallup organization in 2004 to measure how much employees feel valued
and to what degree they are engaged in their work activities. The Gallup Q'2® survey results revealed
several areas for improvement. Departmental and business unit plans were developed to address areas
needing improvement. Follow-ups to the benchmark survey were conducted in 2005 and 2006. In 2006, We
Energies averaged 3.8 on a five-point scale, which is an increase of .19 points over the 2005 score of 3.61,
and a .49 point improvement over the 2004 average of 3.32. We Energies ranks in the 47t percentile in
Gallup’s Overall Database. The response rate was 80 percent.
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Labor/Management Relations

Union Representation
As of December 31, 2006, labor unions represented 3,603 of 5,169 We Energies employees (70 percent).
Following are the labor unions that represent We Energies employees:

e Local 2150, International Brotherhood of Electrical Workers (IBEW), 2,442 employees.
Represents employees in field, plant, nuclear, maintenance, office, technical and clerical functions
in various areas of Wisconsin and Michigan.

e Local 510, IBEW, 161 employees. Represents office and plant (operations, maintenance, supply
and electrical) employees at the Presque Isle Power Plant in Marquette, Michigan.

e Local 317, International Union of Operating Engineers (IUOE), 456 employees. Represents
fossil-fueled plant operations and maintenance employees, as well as maintenance employees in
downtown Milwaukee.

e Local 2006, Unit 2-0018, United Steel, Paper and Forestry, Rubber, Manufacturing, Energy,
Allied-Industrial and Service Workers International Union (USW), 152 employees. Represents
employees in gas, water, metering and supply in Milwaukee, Wisconsin, and other portions of
southeastern Wisconsin.

e Local 2006, Unit 2-0018-1, USW, 168 employees. Represents employees in certain office,
clerical and customer service functions in southeastern Wisconsin.

e Local 2006, Unit 2-0018-2, USW, 8 employees. Represents employees in custodial functions in
southeastern Wisconsin.

e Local 2006, Unit 2-0111, USW, 51 employees. Represents employees in gas, maintenance,
metering, supply, customer service, office and technical functions in Lake Geneva, Wisconsin, and
surrounding areas.

e Local 2006, Unit 12005, USW, 165 employees. Represents employees in gas, maintenance,
supply and metering functions in several southern Wisconsin counties.

At Edison Sault Electric Company, 42 employees (70 percent) are represented by Local 13547, United
Steel Workers of America.

During 2006, labor and management successfully negotiated contract extensions that run through
December 31, 2010, with Unit 2-0018 and Unit 2-0018-1 of Local 2006, United Steel, Paper and Forestry,
Rubber, Manufacturing, Energy, Allied-Industrial and Service Workers International Union.

Complaint, Grievance and Appeal Practices

We Energies has employee disciplinary action and appeals processes. Union members have the right to
have a representative present at any company interview that the employee believes may lead to disciplinary
action. There are specific grievance and complaint procedures. Appeals processes are built into these
procedures to ensure that an employee receives a full and fair hearing and has every opportunity to present
his or her case.

92



Wisconsin Energy Corporation 2006 PERFORMANCE REPORT
SOCIAL PERFORMANCE

Health and Safety

Safety is a core value at Wisconsin Energy Corporation (WEC). Employee safety programs are developed
to improve overall safety performance, with the goal of reaching the top-quartile level of performance by
2008 for the Edison Electric Institute Safety Survey Standards for the Occupational Safety and Health
Administration Incident Rate and Lost-Time Injury Rate. Public safety education about potential hazards of
the company’s energy systems and products is a civic responsibility and a key part of daily operations.

Public Safety

The following initiatives highlight We Energies’ dedication to public safety.

Pipeline Safety and Public Awareness Initiatives: We Energies continues to implement and improve its
pipeline safety and public awareness programs, which comply with the Pipeline Safety Improvement Act of
2002 and Pipeline Integrity Regulation of 2004. Initiatives include successful high-consequence area
updates, risk analysis completion and potential risk reduction associated with company facilities. Crews
assess transmission lines and pipeline conditions, providing remediation when necessary. The company is
on track to meet its goal of assessing 50 percent of covered segments by December 17, 2007. In
compliance with the Public Awareness Regulation, enhanced communication and outreach to key
stakeholders such as customers, the general public, emergency responders, public officials and excavators
along existing pipeline routes help protect the public and the environment.

Enhanced Communications with the Occupational Safety and Health Administration (OSHA): We
Energies Health and Safety personnel meet with the OSHA area director and several staff members to
increase awareness of We Energies’ safety programs. Representatives from the company’s Health and
Safety team regularly engage OSHA personnel for input and interpretation of safety rules and standards.

Media Relations and Education: We Energies media relations staff work closely with local news outlets to
help educate members of the media and the general public about electric and natural gas safety.

Equipment Warnings: We Energies uses visuals, such as Mr. Ouch labels, to warn people, especially
children, to stay away from electrical equipment.

Emergency Responder Training: We Energies provides emergency first responder electrical safety
training for local police and fire departments. We Energies also holds meetings across Wisconsin to deliver
gas pipeline information to fire and police personnel as well as public officials.

Web Education: We Energies maintains information on its Web site to educate contractors, consumers and
first responders about safety issues.

Safety Demonstrations: By request, We Energies’ staff throughout Wisconsin and the Upper Peninsula of
Michigan perform safety demonstrations to fire departments, police departments, schools and other
organizations. The demonstrations show how to work safely around electricity. Demos include scenarios
about automobile accidents involving poles; energized wires on the ground or in swimming pools; hazardous
tree conditions; digging accidents with underground equipment; and kite contacts with electrical wires. A
special Customer Operations Training & Development initiative educated more than 200 Bechtel employees
working on the Oak Creek expansion project.

Excavators and Contractor Training: We Energies invites local contractors to attend one of 80 Digger’s
Hotline Damage Prevention meetings to learn how to identify and work safely around utility facilities.

Vacant Property Initiative: We Energies identifies and addresses existing electric and natural gas services
to vacant, abandoned or boarded-up properties. This initiative not only increases public safety, but also
decreases the possibility of energy and equipment theft.
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Carbon Monoxide Detector Grant: The Wisconsin Energy Foundation Carbon Monoxide Instrument Grant
Program supports public safety agencies in obtaining detection instruments for carbon monoxide problems.

Audio/Video Resources: A new Emergency Response DVD and pamphlet is available to the public via the
We Energies Web site.

Kid-Friendly Presentations: We Energies hosts Kids PowerFest, featuring displays, games, activities and
exhibits to teach children about electricity and how to use it safely.

Energy Park at the Wisconsin State Fair: We Energies’ promotes electric and natural gas safety
education to the public at the Wisconsin State Fair each summer. Employees provide daily safety
demonstrations and information on electricity production, distribution and energy conservation.

Line Mechanics’ and Gas Operators’ Rodeo: Teams of employees compete in activities to enhance skills
and promote safety on the job.

Advertising:

Radio - Sixty-second spots air on popular radio stations during spring and fall in English and Spanish. The
spots focus on electric and natural gas safety tips, including staying away from downed power lines,
watching out for overhead lines while working around the home, and calling Digger’s Hotline before
digging. Additionally, a safety ad geared toward children airs in May during National Safety Month.

Customer Newsletters - Newsletters are sent five to seven times per year and are included with
customers’ energy statements. The newsletters communicate concern for customer safety through
helpful tips and articles. The annual Safety Guide bill insert is sent in October to all customers and
contains safety information about natural gas and electricity inside and outside the home.

Television - Three television ads targeting “do-it-yourselfers” air on public and cable television year-
round in both English and Spanish. Additionally, two ads geared toward children also air.

Stray Voltage

Stray voltage is a term describing low-level voltages found on metal surfaces that livestock may contact,
particularly on dairy farms. We Energies’ Agriculture Services program helps make dairy farms safer and
more profitable by helping resolve stray voltage concerns through testing, accurate information and financial
assistance to improve farm wiring. The program also targets energy efficiency improvements. In recent
years, trained technicians performed hundreds of stray voltage investigations, and the program has
reimbursed hundreds of farmers for a portion of the electric system upgrade costs on their property. In 2006,
We Energies professionals logged more than 850 farm visits, and 80 farms took advantage of the
company’s rewiring grant program. We Energies monitors ongoing research into stray voltage and other
electrical phenomena, and responds to customers’ stray voltage concerns in a manner consistent with
existing research and Public Service Commission of Wisconsin orders.

Employee Safety and Ergonomics

Safety is a corporate core value and represents a responsibility to employees, customers and stockholders.
We Energies’ Executive Safety Committee (ESC) develops short- and long-term strategies that enable
excellence in business unit and workgroup safety performance. During 2006, the company improved OSHA
performance by 11 percent and lost-time injuries by 20 percent. The numbers are positive, but room
remains for improvement. In response, the ESC developed and communicated a company-wide safety
vision articulating both a personal and corporate commitment to create a 100 percent injury-free workplace.
To achieve a zero-injury workplace, the ESC identified and studied two world-class organizations that have
successfully achieved first quartile safety performance standards and continue to maintain that status.
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Based on best practice research and analysis, the committee identified the following strategic focus areas to
ensure employee safety:

Clearly communicate expectations of senior leadership for safety-related issues.

Enhance training and reinforce processes to emphasize safety principles and disciplines.
Establish and communicate clear expectations for safe behaviors during the recruiting process.
Develop and incorporate safety-related criteria for employee career development and promotion.

Success will be demonstrated by implementing strategic safety plans and achieving safety goals.

Action items related to these strategies:

Expand and develop leadership certification programs to ensure field leaders are capable of
leading crews that fully understand safety rules and policies.

Continue the Smith System Driver Training Program and use of outside experts from the National
Traffic Safety Institute for in-house training sessions.

Participate in weekly conference calls to discuss recent injuries in terms of prevention,
accountability and communication of results.

Use safety steering committees and safety action teams to review safety issues and approve
recommendations.

Use SafeStart program principles. Provide refresher training to high-risk field occupations.

Use the Save-a-Back program to minimize injuries through posture, flexibility, lifting mechanics and
fitness training.

Use safety consultants to provide a single point-of-contact for workgroups and their safety needs.
Develop and implement critical rules pertinent to each business unit to increase employee
awareness of the most-hazardous activities that commonly result in serious injury.

Continue ergonomic development in conjunction with local universities, the Gas Technology
Institute and the Electric Power Research Institute.

Initiate an accident investigation training program for power plant supervisors to improve accident
prevention strategies and communicate experiences with appropriate employees.

Produce safety videos for contractors working at power plants and visitors to set expectations and
communicate important emergency planning and safety-related information.

Develop Personal Safety Action Plans with employees who continue to have multiple injuries.
Arrange senior management meetings with all employees who incur lost-time injuries to review and
recommend prevention.

Enhance contingency planning to include pandemic flu situations.

Hold a full-day safety conference for high-hazard occupations.

Continue occupational dog-bite prevention training.

Provide pest control information relative to biting and stinging insects for field occupations.
Present local law enforcement information on Street Smarts.

Incorporate employee safety orientation into seasonal employees’ in-service training curriculum.
Conduct job safety analysis for each major job task for high-risk occupations to identify critical
safety equipment and procedures. Results of analysis incorporated into safety training curriculum.
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Standard Injury and Lost-Day Rates

We Energies OSHA Statistics, 2002-2006
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Policy and Programs on HIV/AIDS

At least once each year, We Energies and ESE employees who are more likely to encounter blood-borne
pathogens on the job (such as HIV and hepatitis) receive comprehensive training to help minimize or avoid
exposure. The companies comply with the OSHA Blood-Borne Pathogen Standard.

Employee Personal Health

We Energies’ Health Enhancement Initiative (HEI) offers Lifestyle Rewards (LSR), an incentive program that
rewards employees’ positive health behaviors through various programs and self-guided activities that
encourage employee health.

Lifestyle Rewards

LSR focuses on measurable results and adoption of ongoing healthy behaviors. Nearly 3,000 employees
(56 percent) registered for LSR in 2006. Employees who complete the program receive up to $300,
depending on the number of wellness criteria completed. Employees meeting at least 9 of the 11 wellness
criteria receive the maximum award. A total of 385 LSR participants achieved all 11 criteria in 2006 and
were included in a prize drawing for an additional cash prize. In 2006, awards totaled $367,000 for
employee health maintenance and/or improvement. Cash awards are payable in 2007.

Lifestyle Reward Results
LSR participants complete a health screening in addition to a health risk appraisal (HRA). Health screenings
identify individuals at risk. Aggregate results showed:

o 3.4 percent of participants had an elevated glucose compared to recommended guidelines.

e An additional 9 percent and 7 percent had elevations in blood pressure or cholesterol, respectively,
over their prior year's self evaluation. These results are attributed to new cases and/or the
condition being less controlled than initially perceived.

In addition to the health screening, the HRA assess 13 additional health risks, such as physical activity,
body mass index, smoking, illness absence, etc. These risks were relatively stable with stress management
and safety belt use showing the greatest improvement. A comparison between 2003 and 2006 showed:

o For the aggregate, a notable improvement across multiple health risks even though the group has
aged three years.

An increase in the percentage of low-risk participants to 72 percent, nearly a 10 percent increase.

e Areduction in the number of medium risk individuals.

A reduction in the number of high-risk individuals — now just 7 percent, a 30 percent reduction.

Research shows that as health risk levels increase, so do medical and productivity costs. We Energies
population is no different. Participants with moderate health risks exceed the base cost by 50 percent and
high-risk participants’ costs are double the baseline. To manage excess costs, low-risk individuals must be
maintained while reducing the risk of higher-risk individuals. As such, onsite programs are offered to support
low-risk maintenance as well as care management opportunities (predictive and active case finding) through
the health plan provider.

Beyond LSR participation, an additional 6.6 percent of employees participated in one of HEI's other programs:
o 1,800 participated in fitness or nutrition multi-week motivational programs.
e 125 engaged in weight management opportunities.
e 500 attended workplace presentations, including health biometrics, tobacco cessation and work-life
balance.
These health education and behavior change efforts are an integral part of the We Energies medical
benefits strategy. HEI supports healthier lifestyles and a healthy and safe work environment to make it
possible for employees to make good choices and be positively engaged while at work.
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Diversity

Wisconsin Energy Corporation (WEC) encourages diverse work force development by fostering inclusion
and equal opportunity. A number of initiatives promote diverse work force contributions, educate employees
about diversity issues and make WEC and its subsidiaries attractive employers for persons of diverse
backgrounds. For example, the WEC Foundation or We Energies corporate sponsorship supports:

e YMCA Black Achievers, designed to support employee participation in a program that
encourages African-American youth in academics, careers and leadership development.

e Inroads, designed to create greater business access to top diverse talent through continuous
leadership development of outstanding ethnically diverse students, placing those students in
internships, and ultimately employment, at many of North America's top corporations, firms and
organizations.

e YMCA One on One Mentoring, in which We Energies partners with an area middle school for on-
site structured mentoring/tutoring experiences between students and employees.

e United Negro College Fund Annual Walk/Run, which engages employees in fund raising for
scholarships to historically black colleges and universities for minority students who otherwise
might not have access to or attend an institution of higher learning.

e Martin Luther King Jr. Speech Contest, which We Energies sponsors to actively help strengthen
the reading, writing and public speaking skills of students while encouraging Milwaukee youth to
learn about and support the dreams of Dr. Martin Luther King Jr.

WEC is committed to maximizing both individual contributions and organizational effectiveness through the
diversity of its work force. For this purpose, we intend to:

e Ensure a highly qualified and diverse organization in all areas and at all levels.

o Actively seek out and encourage diverse ideas, perspectives and points of view.

o  Establish an environment of inclusion that respects and embraces diversity.

These commitments reflect WEC’s strong determination to become a high performance, diverse
organization that will achieve a sustained competitive advantage in the energy marketplace.

Policies

WEC policies address equal employment opportunity and affirmative action for minorities, women, veterans
and individuals with disabilities, as well as workplace harassment. In 2006, online and classroom training for
harassment prevention was made available to all employees.

Education

We Energies held its Seventh Annual Diversity Summit during 2006 to expand employees’ skills in handling
diversity issues that impact the workplace. Emphasis was on inclusion of newcomers into the work force.
Several one-hour interactive dramatic productions took place at power plants. Employees were presented
with real-life scenarios focused on techniques to create a more inclusive and engaged work environment.

Promotion and Recruitment

Effective in 2004, WEC'’s board of directors approved inclusion of work force diversity strategies as a key
enterprise goal to be reflected in compensation for management employees. In 2006, We Energies met the
board’s goal. Although based on qualitative assessment, the board action highlights the importance of
setting the right strategies to attract, hire and promote a diverse work force at all levels of the corporation.
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We Energies partners with community outreach agencies to attract a qualified, diverse applicant pool for its
employment opportunities. Many of these agencies support programs that prepare low-income,
unemployed, underemployed and young workers for careers in a wide range of targeted industries through
training and skill development. Other community organizations partner with We Energies to assist in diverse
professional/management talent identification for consideration in more senior level career opportunities.

This table compares the demographic composition of WEC and We Energies senior management and the
WEC board of directors as of December 31, 2006:

Diversity Demographics, 2002-2006

2002 2003 2004** 2005*** 2006
Officials and managers at We Energies* 57 63 54 55 58
Women officials and managers 25% 25% 26% 25% 28%
Minority officials and managers 11% 11% 14% 13% 14%
Women on board of directors 11% 10% 10% 10% 20%
Minorities on board of directors 22% 30% 30% 20% 20%
Employees who are women 31% 31% 31% 31% 30%
Employees who are minority 13% 12% 13% 13% 12%

*Officials and managers include senior management (director level and above). Numbers included in reports published prior to 2004
were different than those shown here as they were based on broader criteria.

** Voluntary Severance Plan year.

***Minority/male board member retirement, May 2005.

Supplier Diversity

WEC'’s Supplier Diversity Initiative (SDI) is designed to promote, increase and improve quality of overall
participation of minority and women-owned businesses in company supply chain and business processes.
SDl is a company-wide performance goal for WEC under leadership of an SDI director and defines
methodology for inclusion in supplier diversity reporting. All suppliers/contractors must provide proof of their
minority/women business ownership and operation through third-party certification agencies.

We Energies had a successful year in 2006 for supplier diversity. The 2006 supplier diversity spend goal
percentage range was 2.7 percent to 3.1 percent, or $17.5 million to $20 million. The company met the goal
with an achievement of 2.8 percent, or $17.5 million, spend activity with minority- and women-owned
businesses. Successes also included several multi-year agreements and various types of products/services
contracted with minority- and women-owned businesses, such as fuel management services, transformers,
engineering consulting services, building construction, public relations/media services, banking services,
financial services, environmental services, maintenance, repair and operating materials, fossil plant
maintenance services, legal services, computer software/hardware, natural gas supplies, IT staff support
services, telecom equipment, gas and water construction, utility locating services, industrial and safety
supplies, and electrical services.

Through its SDI, WEC sponsored and participated in the following events in 2006:
e  Edison Electric Institute’s Annual Supplier Diversity Seminar & Trade Show
o  Wisconsin Supplier Development Council's Annual Partner’s for Profit Trade Show
o The Business Council Inc.’s 8th Annual Strategic Partnership Luncheon
o  Wisconsin Department of Commerce Governor’s Conference of Minority Business Development —
Marketplace 2006
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National Minority Supplier Development Council’s Annual Conference & Business Opportunity Fair
The Wisconsin Women’s Business Initiative Corporation (WWBIC) Annual Luncheon

Women Business Development Center (WBDC) Annual Entrepreneur Women’s Conference
Wisconsin Supplier Development Council's Economic Summit |l

Chicago Minority Business Development Council's Annual Business Opportunity Fair

National Minority Enterprise Development (MED) Week Annual Conference

We Energies Supplier Diversity Symposium

Milwaukee County Community Business Development Partners Business Expo

2006 WEC SDI Awards and Recognition

Wisconsin Supplier Development Council’s Award of Excellence

Edison Electric Institute Supplier Diversity Executive Committee Award

Minority Business News USA Outstanding Men of Minority Business Development
Metropolitan Milwaukee Association of Commerce (MMAC) Spirit of Commerce Award
The Business Council, Inc.’s Corporate Strategic Partner & CEO of the Year Award
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Society

Political Lobbying and Contributions

Wisconsin Energy Corporation (WEC) advocates on behalf of its customers, stockholders and employees
for safe, reliable and affordable energy before local, state and federal elected officials and government
agencies. WEC maintains governmental and regulatory relations offices in Madison, Wisconsin, and
Lansing, Michigan, as well as Washington, D.C. The corporation also hires contract lobbyists and works with
trade organizations to assist in advocacy activities. WEC'’s lobbyists are lawfully registered in each
jurisdiction. WEC has several political action committees (PACs). WEC PACs are registered with their
regulating governments (state or federal) and authorized by elections laws to collect voluntary contributions
from employees who choose to participate. The money, in turn, is used to support candidates running for
federal, state and local offices. Contribution amounts are limited by law. All WEC PACs are administered by
a committee that combines appointed and elected members. Various committees make decisions on how
and where dollars are spent.

WEC PAC Disbursements, 2002-2006
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Consumer Privacy

Consumer privacy is critical to ethical and professional conduct of WEC's businesses. Customer information
records are confidential and used strictly for business purposes. Employees with access to customer
information must sign a Use of Customer Information Policy and must participate in training on appropriate
use of customer information or they will not receive access. The WEC Code of Business Conduct also
prohibits employees from obtaining access to or using any sensitive company information for any purpose
other than performance of that employee’s assigned duties. Information Technology controls are in place to
ensure compliance with consumer privacy. Guidelines to protect this information are reviewed annually.

Bribery and Corruption

WEC’s Code of Business Conduct addresses situations that could lead to corruption, bribery and other
improper or illegal behavior on the part of an employee. Among other things, the code covers conflicts of
interest, corporate information, political contributions, acquisition of real or personal property, financial
records, hospitality to public officials, work environment, and communication with management, the board of
directors, auditors and others. All employees are required to participate in Code of Business Conduct
training. The board of directors and management employees are required to complete an annual
certification. An EthicsLine was established in 2003, and a non-retaliation policy was issued in 2004. The
Code of Business Conduct is published in the Governance section of WEC’s Web site,
www.wisconsinenergy.com/govern/codeofbusinessconduct3.pdf.
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Community Investment

The Wisconsin Energy Corporation Foundation supports charitable organizations to enhance quality of life
and advance WEC business interests. A six-member board of directors advises the foundation. Separate
employee panels approve and recommend grant amounts.

Mission: To create brighter futures for the communities in which we do business, enhancing the growth and
success of WEC companies.

WEC Foundation Distributions, 2002-2006
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Grants are given to:

Demonstrate good corporate citizenship.

Support employee involvement through matching gifts programs.

Support basic human needs organizations — economic health, food collection, home ownership and
literacy.

Support environmental initiatives.

Support corporate initiatives and priorities.

In 2006, the WEC Foundation:
e Invested $5.8 million in communities where it does business (more than $86 million over 24 years).
o Was one of seven local organizations with annual combined corporate and employee gifts to the
United Way of Greater Milwaukee exceeding $1 million.
e  Gave an amount equal to 1.2 percent of WEC'’s pre-tax income in 2006.
e Matched more than $828,000 in active and retired employee gifts to the arts, environmental
initiatives and schools.

In addition to initiatives funded by the Wisconsin Energy Corporation Foundation, WEC and subsidiary
employees participated in many events and programs to improve quality of life where they live and work:
¢ Aiding medical research by participating in the American Cancer Society’s Daffodil Days
fundraiser. The company has supported Daffodil Days since 1998.
e Ringing bells and taking turns at kettles for the Salvation Army’s annual Red Kettle campaign in the
Fox Valley. In addition, We Energies, through the WEC Foundation, matched all community
donations on a one-for-one basis.
¢ Volunteering at the 52" annual Boy Scout merit badge clinic which is held in the company’s public
meeting space. More than 20 active and retired employees shared their electricity knowledge with
73 scouts from councils across southeast Wisconsin.
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Delivering messages on energy safety, energy efficiency and renewable energy to more than
250,000 students through educational programs, materials and curricula to help schools achieve
science and health safety curriculum goals. Special emphasis is placed on electrical and natural
gas safety in May. Safety kits are used by teachers in grades K-5 to help students learn how to be
safe around electricity and natural gas. Employees with school-age children also are supported
with educational materials to use in classrooms.

Supporting programs funded by United Ways throughout Wisconsin and the Upper Peninsula of
Michigan. Employees contributed more than $600,000 to United Way, which was doubled through
matching dollars from Wisconsin Energy Corporation Foundation. Support goes beyond monetary
as employees serve as United Way board members, cabinet members, campaign chairs and
loaned executives.

Hosting the City of Milwaukee’s annual Dr. Martin Luther King Jr. Speech Contest at WEC's
headquarters. This competition helps to create awareness of Dr. King’s valuable and historic
contributions to society among the competitors who represent elementary, middle and high schools
in the greater Milwaukee area.

Hosting Literacy Services of Wisconsin’s annual Corporate Spelling Bee, the organization’s primary
fundraiser to support programs that address adult literacy needs in the community.

Participating in Days of Caring events to help those served through United Way-funded programs
and agencies. Employees spent a Saturday painting interior rooms and some exterior fixtures at a
United Way-funded daycare center. They also staffed a safety day for seniors at a mobile home
community, assisting with weatherization tips and conducting home safety inspections.

Walking, running and bicycling in fundraising events to support Children’s Hospital in Milwaukee,
Wis., Riveredge Nature Center in Newburg, Wis., Special Olympics and the United Negro College
Fund.
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Human Rights

Human rights are assured by the Constitution of the United States. As an equal opportunity employer,
Wisconsin Energy Corporation (WEC) and its subsidiaries comply with all federal, state and local
employment laws, rules and regulations.

Evidence of Human Rights in Investment Decisions
WEC does not have a formal policy regarding human rights considerations in non-U.S. investments.

Freedom of Association and Collective Bargaining
WEC and its subsidiaries support the freedom of its employees to choose representatives for collective
bargaining and to engage in good faith in collective bargaining with recognized bargaining representatives.

Supply Chain Decisions
Supply Chain has implemented the following policies to ensure We Energies does business with qualified
suppliers who share the company’s philosophies:

e Compliance Certificate. Suppliers and contractors hired by the company must sign a non-
discrimination compliance certificate.

o Direct Hire Sharing Philosophy. We Energies expects its suppliers to share its belief in the hiring
of minorities and female employees.

e Project Maintenance Agreement. An agreement by and between We Energies and its contractors
performing work, the signatory unions affiliated with the Building and Construction Trades
Department of the AFL-CIO and the International Brotherhood of Teamsters, Chauffeurs,
Warehousemen and Helpers of America (collectively known as the Union). This agreement applies
to power house maintenance, renovation, replacement, repair, rehabilitation, conversion and life
extension performed at the Oak Creek Power Plant (OCPP), Port Washington Generating Station
(PWGS) and Valley Power Plant.

e Project Labor Agreement. A February 2001 agreement by and between WEC and the Milwaukee
Building and Construction Trades Council, AFL-CIO, acting as agent and representative of its
member unions. This agreement applies to new plant construction at the OCPP and PWGS sites
as a result of WEC’s Power the Future initiative. The agreement promotes efficient construction,
provides for peaceful settlement of labor disputes without strikes or lockouts, establishes uniform
and standard working conditions, and establishes and maintains harmonious relations among the
parties to the agreement. General contractors of the construction projects — Bechtel Power Corp. at
OCPP and Washington Group International at PWGS - have agreed to work and operate under
the Project Labor Agreement parameters.

Prevention of Anti-Competitive Behavior

The Legal Services Department works closely with WEC subsidiaries and business units to identify and
prevent anti-competitive behavior. In the state of Wisconsin, We Energies’ prices and services are regulated
by the Public Service Commission of Wisconsin, and in the state of Michigan, they are regulated by the
Michigan Public Service Commission (MPSC). Edison Sault Electric Company’s (ESE) prices and services
are regulated by the MPSC. For federal jurisdictional business, We Energies and ESE are regulated by the
Federal Energy Regulatory Commission.
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Public Relations

Wisconsin Energy Corporation and its subsidiaries work closely with stakeholders to educate, inform and
address concerns about the corporation's activities, products and services, and wise and safe use of
electricity, natural gas and steam. A multi-faceted communication approach ensures that key messages
reach intended audiences. These communication methods include: working with the news media; television,
radio and print advertising; community and employee meetings; one-on-one visits with customers;
newsletters; informational mailings; bill inserts; Web sites; presentations and exhibits.

Grassroots Outreach

We Energies works closely with communities that host infrastructure projects to ensure that they are
informed of its plans and activities. Meetings are conducted with local officials and residents directly
impacted to ensure their questions and concerns are addressed. Communication continues throughout the
project through one-on-one visits, meetings and newsletters.

Product Information

Key product information provided by We Energies covers safety, price, customer service and energy
efficiency. These four subjects are covered in customer bill inserts, brochures, Web sites, general
advertising, and various presentations and exhibits. Information required by law or regulation is
communicated to customers annually.

Advertising

We Energies adheres to standards and voluntary codes of the American Advertising Federation. The
company carefully reviews advertising developed for all venues to make sure it is in good taste and adheres
to all advertising standards and voluntary codes.
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Recognition and Awards

Wisconsin Energy Corporation (WEC) and its subsidiaries received a variety of awards in 2006 for business,
social and environmental accomplishments.

Forbes Magazine - Best Managed Companies in America: Forbes named WEC as one of the top 10
utilities for this annual distinction.

ReliabilityOne Award: For the fourth time in the past five years, PA Consulting Group selected We
Energies as the winner for superior electric system reliability in the Midwest.

Corporate Conservation Award: We Energies received the 2006 Corporate Conservation Award from
the Superior Watershed Partnership in Marquette, Michigan. The award recognizes the mercury
reduction demonstration project at the Presque Isle Power Plant as a significant accomplishment in
environmental and Great Lakes protection.

EEI Advocacy Excellence Award: WEC received Edison Electric Institute’s (EEI) Advocacy Excellent
Award, recognizing WEC’s Power the Future advocacy efforts within WEC utility service territories and
Wisconsin.

Chartwell, Inc. - 2006 Best Practices Award for Utility Customer Service: Chartwell chose We
Energies’ We Care Call program from among 15 other programs entered in Chartwell's 2006 annual
awards competition. Chartwell, Inc. is an information services and best practices research organization
for the utility industry.

Strategic Partner of the Year: We Energies and Gale Klappa, chairman, president and chief
executive officer, were named Corporate Strategic Partner and CEO of the Year by The Business
Council, an affiliate of the Metropolitan Association of Commerce. The award recognizes We Energies
for efforts to establish supplier relationships with minority-owned companies in Milwaukee, Wisconsin.
Tree Line USA: The National Arbor Day Foundation awarded We Energies its eighth Tree Line USA
utility designation, recognizing quality tree care, annual employee training in quality tree care practices,
and maintaining tree planting and public education programs.

International Society of Arboriculture: The society awarded its Gold Leaf Award to We Energies for
the second straight year, recognizing creation of an educational treeway in Whitewater, Wisconsin,
along with the City of Whitewater and the Wisconsin Department of Natural Resources.

Education Outreach Program: Southeastern Wisconsin Public Relations Society of America awarded
We Energies’ Education Outreach program Best of Show in its annual Paragon awards program. In
addition, the company’s K-5 natural gas and electricity safety education campaign earned an award of
excellence in the public service category.

Wisconsin Builder Magazine: The magazine honored Port Washington Generating Station as a Top
Project of 2005.

Best Renovation: The Milwaukee Business Journal honored Wispark’s renovation of the 211 West
Wisconsin building as Best Renovation in the office category in its Business Journal Real Estate
Awards competition. The renovation project was also awarded the Downtown Achievement Award by
the Milwaukee Downtown Business Improvement District.

Governor’s Award in Support of the Arts: Wisconsin Foundation for the Arts honored WEC for its
commitment to the arts in the business/corporate category. Over the past 15 years, WEC has provided
more then $12 million in support of arts organizations throughout Wisconsin, which includes $2.5 million
in gifts matching employee contributions to the arts.

Hispanic Chamber BRAVO Award: We Energies was recognized for providing a solid monetary base
for building a new chamber headquarters, contributing substantial sponsorship dollars to host the U.S.
Hispanic Chamber of Commerce’s annual convention in 2005 and implementing a genuine corporate
focus along with vigorous efforts to include Hispanic contractors and service providers through the
company’s supplier diversity initiative.
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Individual Achievement Awards/Recognition:

Tom Jansen, supervising engineer - Environmental Department, was recognized by the U.S.
Environmental Protection Agency Coal Combustion Products Partnership for an Individual Achievement
Award. Jansen was honored at the National Recycling Coalition Annual Congress for his individual
achievements and long-standing dedication to the promotion and use of Coal Combustion Products
(CCP) and his instrumental work in developing and supporting the Green Highways Initiative.

Jerry Fulmer, director - Supplier Diversity Initiative, received two awards. He was honored in the
September issue of Minority Business News USA magazine as one of the 100 Men Impacting Supplier
Diversity. Honorees and their corporations were selected based on their presence and influence in the
supplier diversity arena over the years, with particular influence on efforts throughout the last year.
Included in the distinct group are managers, executives and leaders "whose stellar diversity initiatives
have gone above and beyond," according to the magazine. This is the first year that Minority Business
News USA has published this listing. Fulmer also won the Wisconsin Supplier Development Council's
(WSDC) Award of Excellence for his efforts to successfully involve minority-owned businesses in the
supply chain and business processes of We Energies, and for using minority business members of the
WSDC.
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Economic Performance

Retained Earnings

WEC Retained Earnings (U.S. $ millions), Dec. 31, 2003-2006

Retained Earnings — 12/31/2003 $1,510.1
Net Income — 2004 306.4
Dividends — 2004 (97.8)

Retained Earnings — 12/31/2004 $1,718.7
Net Income — 2005 308.7
Dividends — 2005 (102.9)

Retained Earnings — 12/31/2005 $1,924.5
Net Income — 2006 316.4
Dividends — 2006 (107.6)

Retained Earnings — 12/31/2006 $2,133.3

Distributions to Capital Providers

WEC Distributions to Capital Providers (U.S. $ millions), 2004-2006

2006 2005* 2004*
Interest paid $183.4 $162.3 $192.6
Dividends paid on common stock $107.6 $102.9 $97.8

* 2004/2005 interest paid amounts have changed from the prior year report due to reclassifications to conform to the

current year presentations.

Payroll and Benefits

WEC - Summary of Wages & Benefits (U.S. $ millions), 2004-2006

2006 2005 2004
$606.6 $620.4 $656.4
Taxes Paid
WEC - Summary of Total Taxes Paid (U.S. $ millions), 2004-2006
Jurisdiction 2006 2005 2004
Federal (U.S.) $227.2 $220.4 $153.4
Wisconsin 253.7 232.3 226.9
Other 15.5 14.2 13.5
Total $496.4 $466.9 $393.8

Total consolidated income taxes paid may be found in Financial Highlights in this report’s Economic Performance section.
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Total Payments

WEC Total Payments (U.S. $ millions), 2004-2006

2006 2005 2004
Check Payments $ 1,089.9 $ 9725 $ 852.6
Wire Payments 3,477.5 3,611.0 2,844.4
Total $4,567.4 $4,583.5 $3,697.0

WEC Total Payments to Suppliers by Country for Non-Fuel Purchases (U.S. $ millions), 2004-2006

Country 2006 2005 2004
United States $1,935.7 $1,954.0 $1,671.9
Canada 149.6 207.5 173.3
Other 1.3 0.1 0.5
Total $2,086.6 $2,161.6 $3,302.7
Cost of Purchased Goods, Materials and Services
WEC Cost of Purchased Goods, Materials and Services (U.S. $ millions), 2004-2006
2006 2005 2004
Non-Fuel $2,061.8 $2,024.0 $1,671.9
Fuel 487.9 432.7 334.7
Purchased Power 309.8 340.4 250.3
Total $2,859.5 $2,797.1 $2,256.9
Contract Payments
WEC Contracts Paid According to Terms, 2004-2006
2006 2005 2004
Total # of Invoices Paid 157,488 150,380 124,096
# of Invoices Paid Late 5,632 8,322 9,007
# of Invoices Paid According to Terms 151,856 142,052 115,089
% Invoices Paid Late 3.7% 5.9% 7.8%
% Invoices Paid According to Terms 96.4% 94.5% 92.7%
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Air Emissions
We Energies Air Emissions, 1999-2006 (kilograms)
2006 2005 2004 2003 2002 2001 2000 1999
NOx 22,544,270 | 25,796,599 | 27,693,375 | 31,210,035 | 39,920,889 | 45,083,226 | 48,421,312 | 49,134,899
SOz 60,656,913 | 68,152,392 | 75,225,418 | 75,594,722 80,346,491 90,089,163 99,645,287 | 107,802,140
PM 855,391 942,980 972,758 980,768 1,026,247 1,132,841 1,247,784 1,568,614
VOCs 338,875 351,991 354,974 334,974 328,350 348,222 393,856 376,808
We Energies Air Emissions Rates, 1999-2006
Year Emission Megawatt-hours” kg/MWh
2006 NOx 19,412,584 1.16
PM 0.044
SO, 3.12
VOCs 0.017
2005 NOx 20,274,557 1.27
PM 0.047
SO, 3.36
VOCs 0.017
2004 NOx 20,033,730 1.38
PM 0.049
SO, 3.750
VOCs 0.018
2003 NOx 19,362,569 1.61
PM 0.051
SO, 3.90
VOCs 0.017
2002 NOx 18,513,197 2.16
PM 0.055
SO, 4.34
VOCs 0.018
2001 NOx 19,711,520 2.29
PM 0.060
SO, 4.57
VOCs 0.02
2000 NOx 20,999,179 2.31
PM 0.060
SO, 4.75
VOCs 0.02
1999 NOx 20,345,393 2.42
PM 0.080
SO, 5.30
VOCs 0.02

Net megawatt-hours from We Energies fossil fueled generation. kg/MWh is

that amount of emissions on a normalized basis per unit of generation.
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We Energies Estimated Mercury Emissions to Air, 1999-2006 (kilograms)
2006 2005 2004 2003 2002 2001 2000 1999
Mercury 628.2 597.3* 571.4* 531.1 550.3* 524.5 515.7 582.7*
kg/MWh .000032 | 0.000029 | 0.000029 0.000028 | 0.00003 0.000027 0.000025 0.000029
* Revised to correct minor errors contained in the prior report.
We Energies TRI Releases to Air, 1999-2006" kilograms)
2006 2005 2004 2003 2002 2001 2000 1999
TRI Air 1,290,750 | 1,171,281 | 1,338,904 | 1,154,781 | 1,280,500 | 1,650,412 | 2,233,319 | 3,001,269
Releases
kg/MWh 0.07 0.06 0.07 0.06 0.07 0.08 0.11 0.15
We Energies TRI air releases include: ammonia; dioxin; hydrochloric and sulfuric acid; hydrogen fluoride;
benzo(ghi)perylene; and barium chromium, copper, lead, manganese, mercury, nickel, polycyclic-aromatic, thallium,
vanadium and zinc compounds.
Energy Use
We Energies Electric Energy Account, 1999-2006" (megawatt-hours)
2006 | 2005 | 2004 | 2003 | 2002 2000 [ 2000 | 1999

Electric Generation
Steam 18,402,640 | 19,711,424 | 20,434,880 | 19,149,605 | 18,855,733 | 20,131,193 | 21,255,493 | 20,560,033
Nuclear 8,560,410 6,869,343 8,013,962 8,061,236 7,980,080 8,045,072 7,659,374 7,060,422
Hydro- 322,943
Conventional 333,671 375,703 345,614 446,296 353,904 350,288 395,681
Hydro-
Pumped - - - - - - - -
Storage
Other 1,461,069 1,095,398 166,657 213,350 275,759 166,867 302,193 382,816
e ration 28,747,062 | 28 009,836 | 28,991,202 | 27,769,805 | 27,557,868 | 28,697,036 | 29,567,348 | 28,398,952
purchased 4484575 | 5 366,879 | 3,932,467 | 4,489,402 | 4,315,709 | 3,427,670 | 3,275,359 | 3,763,910
Net
Exchanges - 7,996 24,193 36,194 103,453 2,705 46,188 33,218
Net
Transmission - (22,982) (69,211) (80,695) (72,000) (18,802) (13,350) (14,400)
Losses

Total | 33,231,637 | 33,361,729 | 32,878,651 | 32,208,806 | 31,905,030 | 32,108,609 | 32,875,545 | 32,181,680
Electric Sales (Retail)
Retail Sales to
Ultimate 28,188,902 | 28,989,878 | 28,129,750 | 27,794,852 | 27,723,451 | 27,123,225 | 27,562,755 | 26,877,396
Customers
Sales to
Wholesale 3,822,502 2,983,417 3,032,691 2,794,951 2,490,676 3,303,963 3,587,924 3,536,126
Customers
Use by
Company? 73,592 74,737 75,158 79,743 75,013 78,413 79,327 72,000
Electric Losses| 1,146,641 | 1,313,697 | 1,641,052 | 1,539,260 | 1,615,890 | 1,603,008 | 1,645,539 | 10696:158

Total | 33,231,637 | 33,361,729 | 32,878,651 | 32,208,806 | 31,905,030 | 32,108,609 | 32,875,545 | 32,181,680

1. As reported in FERC Form 1, p. 401a.
2. Use by electric department only, excluding station use.
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We Energies Gas Energy Account, 1999-2006" (millions therms)

2006 2005 2004 2003 2002 2001 2000 1999

Customer Class

Residential 727.9 791.0 809.9 853.7 817.1 756.3 803.8 769.4

Commercial/Industrial 435.9 460.7 464.0 4925 463.1 427.7 462.1 445.8

Interruptible 21.3 23.4 24.7 27.5 29.4 25.8 35.2 45.3
Total Gas Sold 1,185.1 | 1,275.1 | 1,298.6 | 1,373.7 | 1,309.6 | 1,209.8 | 1,301.1 | 1,260.5
Transported Gas 843.8 893.7 769.5 797.5 811.7 787.4 897.1 903.7
Total Gas Delivered 2,028.9 | 2,168.8 | 2,068.1 | 2,171.2 | 2,121.3 | 1,997.2 | 2,198.2 | 2,164.2

1. Asreported in SEC Form 10-K.

We Energies Average Fuel Mix Used to Generate Electricity, 2001-2006 (percent)

el Standard Energy for Tomorrow* Regional Average®

2006 2005 | 2004 | 2003 | 2002 2001 2006 2005 2004 | 2003 | 2002 | 2001 | 2006 | 2005 | 2004 | 2003 | 2002

Coal 67.0 67.2 69.1 67.1 67.1 68.1 69.9 713 71.3 70.4 70.7

Nuclear 23.1 23.2 26.6 27.4 27.5 26.8 23.2 24.0 24.0 23.1 22.6

Gas 7.8 7.6 1.9 3.2 4.2 3.3 5.0 3.3 3.3 4.5 4.7

Qil <0.1 <0.1 <0.1 <0.1 <0.1 0.1 0.4 0.4 0.4 0.6 0.6

Renewable

Fuels:

Biofuel <0.1 <0.1 <0.1 <0.1

Biomass <0.1 <0.1 <0.1 <0.1 <0.1 <0.1 0.08 0.1 0.1 0.1 0.1

Hydr02 1.1 1.1 1.4 1.2 0.2 1.1 4 4 8 5.7 7.9 75 0.6 0.5 0.5 0.6 0.6

Landfill Gas 0.5 0.5 0.5 0.6 <0.1 0.4 42 66 75.0 75.0 75.0 74.7

Solar <1

Solid Waste

Incineration <0.1 <0.1 <0.1 <0.1 <0.1 <0.1 0.34 0.1 0.1 0.2 0.2

Wind 0.3 0.3 0.3 0.3 0.3 0.1 53 30 17 19.3 17.1 17.8 0.02

Wood <0.1 <0.1 <0.1 <0.1 <0.1 <0.1 0.46 0.3 0.3 0.4 0.4

Renewable | , | 20 |24 |21 |o6 |16 100 | 100 200 | 100 |[1200 |[1200 |15 |10 |10 |13 |13

Fuels Total

1. For more information on We Energies' Energy for Tomorrow” Renewable Energy Program, see the “Renewable Energy
and Energy Efficiency” section of this report.

2. Hydroelectric sources used for Energy for Tomorrow® are small hydro facilities not owned by We Energies.

3.  We Energies data includes a regional average from the states of lllinois, Indiana, Michigan, Ohio and Wisconsin
representing the fuel mix of power purchased from other suppliers. The actual fuel mix of purchased power, which
accounts for 13 percent of the company’s supply, cannot be accurately determined.

Expenses and Research

We Energies Environmental Expenditures, 1999-2006 (U.S. $millions)

2006 2005 2004 2003 2002 2001 2000 1999
Capital $79 $153 $78 $15 $77 $49 $37 $44
oO&M $49 $40 $52 $51 $46 $45 $41 $37
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Greenhouse Gases

We Energies Greenhouse Gas Emissions and Reductions, 1999-20061

CO; Equivalents Megawatt-
Year Gas Metric Tons | GWP? (metric tons) hours® Metric Ton/MWhr
2006 CO," 20,273,111 1 20,273,111 19,413,745 1.044
CHy 199 23 4,568 0.00024
N.O 317 296 93,840 0.00483
Emissions 20,371,519 1.049
Reductions/Offsets’ 2,600,000 0.134
Net Emissions 2006 18,371,519 0.915
2005 CO; 21,168,916 1 21,168,916 20,274,729 1.044
CHy 223 23 5,129 0.00025
N.O 157 296 46,472 0.00229
Emissions 21,220,517 1.047
Reductions/Offsets 2,912,996 0.144
Net Emissions 2005 18,307,521 0.903
2004 | CO; 21,128,234 1 21,128,234 20,033,628 1.055
CHy4 217 23 4,991 0.00025
N.O 161 296 47,656 0.00238
Emissions 21,180,881 1.057
Reductions/Offsets 3,753,860 0.187
Net Emissions 2004 17,427,021 0.870
2003 CO; 19,920,328 1 19,920,328 18,814,839 1.059
CHy4 204 23 4,692 0.00025
N.O 151 296 44,696 0.00238
Emissions 19,969,716 1.061
Reductions/Offsets 4,118,752 0.219
Net Emissions 2003 15,850,964 0.842
2002 CO; 19,642,557 1 19,642,557 18,512,927 1.061
CHy4 201 23 4,623 0.00025
N.O 149 296 44,104 0.00238
Emissions 19,691,284 1.064
Reductions/Offsets 4,094,209 0.221
Net Emissions 2002 15,597,075 0.842
2001 CO; 20,763,038 1 20,763,038 19,711,055 1.053
CHy 210 23 4,830 0.00025
N.O 156 296 46,176 0.00234
Emissions 20,814,044 1.056
Reductions/Offsets 4,250,908 0.216
Net Emissions 2001 16,563,136 0.840
2000 CO; 21,992,580 1 21,992,580 20,998,406 1.047
CH,4 223 23 5,129 0.00024
N.O 163 296 48,248 0.00230
Emissions 22,045,957 1.050
Reductions/Offsets 4,253,994 0.203
Net Emissions 2000 17,791,963 0.847
1999 CO; 21,046,871 1 21,046,871 20,343,416 1.035
CH4 213 23 4,899 0.00024
N.O 155 296 45,880 0.00226
Emissions 21,097,650 1.037
Reductions/Offsets 3,999,770 0.197
Net Emissions 1999 17,097,880 0.840

apwNhE

Values for 1999-2005 reflect removal of amounts associated with Minergy Corp.
Global warming potential.

Generation using fossil fuels.
2006 CO, emissions are from continuous emission monitor systems. Previous years used fuel-based calculations.
2006 emission reductions are estimated pending final revisions to Voluntary Reporting of Greenhouse Gases Program.
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SFs Emissions Reduction Partnership Performance, 1999-2006
COo2
SFs Actual Equivalent
Nameplate 5 Percent Emissions Emissions
Year Capaclity Goal® (kg) Goal Met (metric tons)
(kg)
2006 1,908 95 199 No 4,700
2005 1,891 95 39 Yes 900
2004 1,880 94 69 Yes 1600
2003 1,842 92 105 No 2,500
2002 3,527 176 89 Yes 2,100
2001 3,527 176 161 Yes 3,900
2000 12,457 623 1,142 No 27,300
1999 10,865 543 1,037 No 24,800
1. Revised to correct minor errors contained in the prior report.
Recovered and Recycled Materials
We Energies Coal Combustion Products Produced and Used, 1999-2006 (metric tons)
2006 2005 2004 2003 2002 2001 2000 1999
Produced 618,200 | 645,200 | 640,300 600,904 596,266 | 629,936 | 617,869 | 617,027
Used 618,600 | 579,200 | 596,400 586,411 573,354 | 532,423 | 523,729 | 494,097
Percent 100 90 93 98 96 85 85 80
Used
We Energies Coal Ash Reburn, 1999-2006 (metric tons)
2006 2005 2004 2003 2002 2001 2000 1999
From Power 86,300 | 91,600 81,465 | 104,092 | 116,134 44,868 9,496 0
Plants
From Landfills 0 0 0 0 8,203 7,760 0 0
Coal Displaced 24,500 34,300 28,646 43,256 56,985 18,682 2,464 80

1. Revised to correct minor error contained in the prior report.

Renewable Energy and Energy Efficiency

We Energies Energy for Tomorrow® Program Customers and Energy Use (megawatt-hours), 1999-2006

Energy
Customers at Use

Year Year End (MWh)
2006 15,823 70,531
2005 12,458 53,378
2004 11,120 40,916
2003" 10,760 36,456
2002 10,872 35,161
2001 10,487 35,360
2000 11,546 35,262
1999 9,726 32,162
Total 339,226

1. 2003 energy use includes 1,785 megawatt-hours
used by We Energies facilities.

We Energies Hydroelectric Power Generation, 1999-2006 (megawatt-hours)

2006

2005

2004 2003

2002

2001

2000

1999

Hydroelectric
generation

322,944

333,671

375,703 | 345,614

446,296

353,905

350,288

395,681
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Edison Sault Electric and We Energies Hydroelectric Projects

Capacity
Facility River (megawatts)

Appleton Fox 2.0
Big Quinnesec Falls Menominee 20.5
Brule Brule 6.6
Chalk Hill Menominee 7.0
Edison Sault Electric | St. Mary’s 27.0
Hemlock Falls Michigamme 2.6
Kingsford Menominee 6.0
Lower Paint Paint 0.1
Michigamme Falls Michigamme 9.4
Peavy Falls Michigamme 16.0
Pine Pine 4.0
Twin Falls Menominee 6.2
Way Dam Michigamme 2.0
White Rapids Menominee 7.8

Total 117.2

We Energies Renewable Energy, 1999-2006 (megawatt-hours)

2006 2005 2004 2003 2002 2001 2000 1999
Energy for 70,531 | 53,378 | 40,916 | 36,456 | 35,161 | 33,360 | 35262 | 32,162
Tomorrow
Renewable
Porttols Standard | 416:667 | 350,542 | 317,226 | 337,412 | 312,986 | 124,803 0 0
Other” 106,955 | 266,118 | 356,662 | 249,636 | 307,116 | 372,698 | 449,696 | 470,348
Total 594,153 | 670,038 | 714,804 | 623,504 | 655,263 | 530,861 | 484,958 | 502,510

1. Includes amount of hydroelectric energy not allowed by Wisconsin's Renewable Portfolio Standard.
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Spills — 2006 Only

Spill Date Street Address City/Town/Village Substance Spilled
01/03/06 | N15th Street & St. Paul Ave. Milwaukee Mineral Insulating Oil
01/03/06 | 3187a Bark Lake Rd. Hubertus Hydraulic Fluid
01/13/06 | 4115 W Greenfield Ave. Milwaukee Mineral Insulating Oil
01/30/06 | 5200 N Port Washington Rd. Glendale Mineral Insulating Oil
02/25/06 | 6641 Pennsylvania Ave. Oak Creek Mineral Insulating Oil
03/06/06 | 8525 W Mill Rd. Milwaukee Mineral Insulating Oil
03/19/06 | PBNP, 6610 Nuclear Rd. Two Rivers Industrial Oil
04/03/06 | 1900 E. Lake Bluff Blvd. Shorewood Hydraulic Fluid
04/03/06 | 1225 N 123" Wauwatosa Mineral Insulating Oil
04/04/06 | W267 N5875 Moraine Drive (Hwy MD) Lisbon Mineral Insulating Oil
04/05/06 | 3300 N 124" St. Wauwatosa Mineral Insulating Oil
06/07/06 | 6813 93rd St. Pleasant Prairie Mineral Insulating Oil
07/01/06 | 2648 N Holton Ave. Milwaukee Mineral Insulating Oil
07/03/06 | 1120 Milwaukee Ave. (Pick N' Save) Burlington Mineral Insulating Oil
07/05/06 | W2437 Mariah Ln. Ashippun Mineral Insulating Oil
07/06/06 | STH 164 & Hillside Rd. Lisbon Natural Gas
07/09/06 | 1800 Dundee Rd. Brookfield Mineral Insulating Oil
07/17/06 | 4915 S 46th Ave. Kenosha Mineral Insulating Oil
07/24/06 | 2202 N 49th St. Milwaukee Hydraulic Fluid
07/29/06 | 11050 S Chicago Rd. Oak Creek Diesel Fuel
07/31/06 | PIPP, 2701 Lakeshore Blvd. North Marquette Diesel Fuel
07/31/06 | 7817 10th Ave. Kenosha Mineral Insulating Qil
07/31/06 | 4544 N 24th PI. Milwaukee Mineral Insulating Oil
08/01/06 | 4023 S 91st St. Greenfield Mineral Insulating Oil
08/01/06 | N8914 County Trunk Hwy. E Watertown Natural Gas (Ammonia)
08/02/06 | 3859 S 94th St. Milwaukee Mineral Insulating Oil
08/03/06 | Hwy. W & Cut-Off Road/Meartz Weyauwega Mineral Insulating Oil

Road/Readfield
08/03/06 | Hamilton Lake Rd. Norway Hydraulic Fluid
08/03/06 | 68th Street & 7th Ave. Kenosha Hydraulic Fluid
08/23/06 | N7297 36th St. Bloomfield Mineral Insulating Oil
08/27/06 | 3300 Hampshire Milwaukee Mineral Insulating Oil
09/05/06 | Hwy 11 Delevan Diesel Fuel
09/05/06 | N22228 Hanson Rd. Niagara Mineral Insulating Oil
09/06/06 | 854 Chapman Ave. Menasha Hydraulic Fluid
09/12/06 | 722 Main St. Delafield Hydraulic Fluid
09/18/06 | 2200 De Koven Racine Mineral Insulating Oil
09/20/06 | 5000 W National Ave. Milwaukee Hydraulic Fluid
09/29/06 | PIPP, 2701 Lakeshore Blvd. North Marguette Sulfuric Acid
10/02/06 | 6201 N 76th St. (Granville Substation) Milwaukee Mineral Insulating Oil
10/16/06 | W220 N88761 Town Line Rd. Lisbon Hydraulic Fluid
10/25/06 | Ogden & Astor Vault # Milwaukee Mineral Insulating Oil
11/14/06 | Power Dam Rd. Kingsford Mineral Insulating Oil
11/17/06 | W239 N5970 Maple Ave. Sussex Mineral Insulating Oil
11/27/06 | W300 S1279 Brandy Brook Rd. Delafield Hydraulic Fluid
12/11/06 | 6905 67th St. Kenosha Mineral Insulating Oil
12/12/06 | 4301 Kennedy Dr. Caledonia Mineral Insulating Qil
12/29/06 | 6719 S 13th St. Oak Creek Mineral Insulating Oil
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Transportation
We Energies Commuter Choice Programs, 1999-2006
Commuter Choice Program 2006 2005 2004 2003 2002 2001 2000 1999
Bicycling | Bike to Work Days 0 1 1 1 3 2 NA NA
Commuter Challenge 33 29 31 40 50 29 NA NA
Bus Coupons 121 80 106 98 95 66 81 81
Value Pass 131 137 149 143 149 99 60 60
Car Pools | (3+ person) 24 42 9 12 25 35 56 56
(2 person) 62 44 22 26 56 58 70 70
(Outlying)" 38 52 50 11 54 48 18 18
Total Commuter Participants
(Bus and Car Pool Users Only) 376 355 336 290 379 306 285 285
1. Outlying car poolers commute to We Energies facilities not located in downtown Milwaukee, Wisconsin.
We Energies Fleet Composition, 1999-2006
2006 2005 2004 2003 2002 2001 2000 1999
Non-NGV Vehicles 1,562 1,619 1,616 1,600 1,688 1,422 1,349 1,137
NGV Vehicles 62 73 101 143 121 180 163 146
Total Fleet 1,624 1,692 1,717 1,743 1,809 1,602 1,512 1,283
Percent Fleet NGV 3.8 4.3 5.8 8.2 6.7 11.2 10.8 11.4
NGVs on Road Through We Energies Programs, 1999-2006
2006 2005 2004 2003 2002 2001 2000 1999
We Energies Employees 10 6 17 35 35 25 15 5
Other Companies 729 729 732 721 701 671 608 575
Total 739 735 749 756 736 696 623 580
Waste Management
We Energies Hazardous Waste Generated, 1999-2006 (kilograms)
2006 2005 2004 2003 2002 2001 2000 1999
Generated 432,764 62,589 | 138,527 63,247 | 120,706 86,616 11,499 21,872
Recycled 13,000 13,270 9,618 7,989 19,307 5,426 5,429 2,932
We Energies Coal Ash Produced and Landfilled, 1999-2006 (metric tons)
2006 2005 2004 2003" 2002 2001 2000 1999
Produced 618,200 | 645,200 | 640,300 | 600,904 | 596,266 | 629,935 | 617,869 | 617,027
Landfilled 0 66,000 43,900 14,500 22,912 97,512 94,140 | 122,930
% Landfilled 0 10 7 2 4 15 15 20
We Energies Nuclear Spent Fuel, 1999-2006
2006 2005 2004 2003 2002 2001 2000 1999
Kilograms 19,753 | 15,948" 18,031 17,552 18,938 18,958 17,138 16,630
Kg/MWh 0.0023 0.0023 0.0022 0.0022 0.0024 0.0024 0.0022 0.0024
1. Revised to correct minor error contained in the prior report.
We Energies TRI Releases to Land, 1999-2006 (kilograms)
2006 2005 2004 2003 2002 2001 2000 1999
;Ellelézgi 292,751 | 320,021 | 313,479 | 286,338 | 1,059,310 | 973,858 | 888,955 | 1,273,275
kg/MWh 0.02 0.02 0.02 0.02 0.06 0.05 0.04 0.06
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Water Effluents

We Energies TRI Releases to Water, 1999-2006 (kilograms)

2006 2005 2004 2003 2002 2001 2000 1999
TRI Water Releases 1,739 1,647 1,437 9,943 8,270 8,513 7,380 | 13,477
kg/MWh 0.0001 | 0.0001 | 0.0001 | 0.0005 | 0.0004 | 0.0004 | 0.0004 | 0.0007
Water Use
We Energies Great Lakes Water Use, 1999-2006 (billions of liters)
2006 2005 2004 2003 2002 2001 2000 1999
Lake Michigan 2,562 2,312 2,381 2,526 2,570 2,622 2,823 2,606
Lake Superior 332 335 300 310 330 340 340 330
We Energies Groundwater Use for Power Generation, 1999-2006 (millions of liters)
2006 2005 2004 2003 2002 2001 2000 1999
Water Used 93.1 255 34 52.2 69.4 108.1 182 260.5
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Social Performance

Diversity Demographics, 1999-2006

2006 2005** | 2004*** 2003 2002 2001 2000 1999
Officials and 58 55 54 63 57 44 146 149
managers at We
Energies *
Women officials 28% 25% 26% 25% 25% 23% 20% 28%
and managers
Minority officials 14% 13% 14% 11% 11% 7% 7% 7%
and managers
Women on board 20% 10% 10% 10% 11% 11% 30% 20%
of directors
Minorities on 20% 20% 30% 30% 22% 22% 20% 11%
board of directors
Employees who 30% 31% 31% 31% 31% 31% 28% 23%
are women
Employees who 12% 13% 13% 12% 13% 13% 10% 10%
are minority

*Officials and managers include senior management (director level and above). Numbers included in reports published
prior to 2004 were different than those shown here as they were based on broader criteria.
**Minority/male board member retirement, May 2005.

*** \Joluntary Severance Plan year.

Standard Injury, Lost Day and Absentee Rates

We Energies Safety Statistics, 1999-2006

2006 2005 2004 2003 2002 2001* 2000 1999
OSHA cases 174 197 234 276 255 285 276 295
OSHA rates 3.35 3.61 4.1 4.90 4.48 4.98 5.26 5.50
Lost time 40 50 50 54 61 69 45 62
injury cases
Lost time a7 92 87 1.0 1.06 1.20 0.86 1.20
rates (Ofatalities) | (Ofatalities) | (O fatalities) (1 fatality) | (O fatalities) (1 fatality) | (Ofatalities) | (O fatalities)
(per 100
employees)
*2001 includes impact of integration of Wisconsin Electric Power Company and Wisconsin Gas Company (n/k/a
Wisconsin Gas LLC) following acquisition of WICOR, Inc. by WEC.
Edison Sault Electric Company Safety Statistics, 1999-2006

2006 2005 2004 2003 2002 2001 2000 1999
OSHA cases 1 4 12 7 9 7 10 12
OSHA rates 3.62 6.25 20.33 11.67 15.00 11.20 15.40 18.3
Lost time 1 1 6 3 5 4 1 6
injury cases
Lost time rates 181 1.56 10.17 5.03 8.32 6.50 1.00 9.2
(per 100 (O fatalities) | (O fatalities) | (O fatalities) | (O fatalities) | (O fatalities) | (O fatalities) | (O fatalities) | (O fatalities)
employees)
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Political Lobbying and Contributions

PAC Disbursements, 1999-2006

Organization

2006

2005

2004

2003

2002

2001 2000

1999

Wisconsin
Energy
Corporation
Political Action
Committee
(WEPAC - a
federal PAC)

$25,750

$22,125

$24,250

$14,100

$12,750

$9,500

$19,750

$25,202

Better
Government
Committee (BGC
- a state PAC)

$20,600

12,500

15,347

11,090

25,700

5,150 4,475

8,500

Michigan
Political Action
Committee
(MIPAC - a state
PAC)

$17,950

4,000

5,075

207

11,098

2,816 7,050

525

Personal
Contribution
Account (PCA
Conduit —

a state PAC)

$58,687

37,635

61,116

36,040

59,989

26,325

51,743

29,846

Total

$122,987

$76,260

$105,788

$61,437

$109,537

$43,791

$83,018

$64,073

Summary — WEC Lobbying Activities and Expenditures, 1999-2006

2006

2005

2004

2003

2002

2001

1999 &
2000

Lobbying
Hours
State & Federal

3,123

2,976

1,000

1,691

3,079

3,695

6,420

Lobbying
Expenditures
State & Federal

$1,252,099

$1,010,226

$1,043,651

$1,133,438

$1,000,314

$866,602

$1,035,256

Community Investment

WEC Foundation Distributions, 1999-2006

2006

2005 [ 2004

2003 [ 2002

2001 | 2000

1999

Dollars ($US Millions)

$5.8

$5.8 | $6.4

$5.3 | $4.8

$5.0 | $4.2

$4.0
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2006 Customer Satisfaction Goal

Overall Satisfaction with We Energies

Percent of Customers Surveyed Who Rated We Energies
8 - 10 on a 10-Point Scale

Transaction Q1 Q2 Q3 Q4
Residential Customer Contacts 58.3 614 69.2 704
Residental Move Orders 771 684 725 79.6
Business Customer Contacts 676 650 66.9 70.0
Billing 51.8 50.3 60.7 615
Outage Management 571 604 65.0 66.5
Gas Emergency 69.8 67.0 705 78.0
New Service 585 63.7 758 723
Appointments 595 64.2 68.7 68.3
Forestry 59.9 56.7 705 67.7
TOTAL
Weighted Transaction Average 62.1 621 685 70.3

2005 Customer Satisfaction Goal

Overall Satisfaction with We Energies

Percent of Customers Surveyed Who Rated We Energies
8 - 10 on a 10-Point Scale

Transaction Q1 Q2 Q3 Q4
Residential Customer Contacts 61.0 56.3 612 57.3
Business Customer Contacts 66.4 715 67.6 681
Billing 53.3 549 504 49.0
Outage Management 65.7 64.6 59.8 60.0
Gas Emergency 66.2 69.2 66.8 67.9
New Service 57.7 718 722 74.2
Appointments 60.4 664 62.7 644
Forestry 62.2 575 617 58.6
TOTAL
Weighted Transaction Average 61.8 64.3 629 625

2004 Customer Satisfaction Goal

Overall Satisfaction with We Energies

Percent of Customers Surveyed Who Rated We Energies
8 - 10 on a 10-Point Scale

Transaction Q1 Q2 Q3 Q4
Residential Customer Contacts 58.0 60.1 628 62.2
Business Customer Contacts 60.5 689 65.1 64.7
Billing 50.9 524 493 524
Outage Management 529 629 57.2 58.6
Gas Emergency 63.0 63.1 651 584
New Service 53.0 65.7 739 70.0
Appointments 56.3 582 555 62.1
Forestry 56.9 624 685 64.4
TOTAL
Weighted Transaction Average 56.2 61.1 60.8 60.6
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