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MERGER AGREEMENT

This Merger Agreement (this “Agreement”}, dated as of December 4, 2011, is among
Entergy Corporation, a Delaware corporation {(“Entergy’™), Mid South TransCo LLC, a Delaware
limited liability company and presently a wholly owned Subsidiary of Entergy (“TransCo”™), ITC
Holdings Corp., a Michigan corporation (“ITC”), and Ibis Transaction Subsidiary LLC, a
Delaware limited liability company and a direct wholly owned Subsidiary of ITC (“Merger
Sub”).

RECITALS

WHEREAS, Entergy is engaged, through the Utility OpCos, in the Transmission
Business;

WHEREAS, the Board of Directors of Entergy has determined that it is advisable and in
the best interests of Entergy and its shareholders to separate the Transmission Business from
Entergy and to divest the Transmission Business in the manner contemplated hereby and by the
Separation Agreement;

WHEREAS, the Parties contemplate that the Transmission Business shall be transferred
to TransCo as provided in the Separation Agreement and, in connection therewith, the
Financings shall take place;

WHEREAS, the Parties contemplate that, following the Financings and immediately
following the TransCo Transfer, Entergy shall consummate the disposition of one humdred
percent (100%) of the TransCo Comumon Units to its shareholders (the “Distribution™) either (i)
through a dividend of TransCo Common Units to Entergy shareholders on a pro rata basis (a
“Spin-Off”’} or (ii) through an offer to exchange (an “Exchange Offer”) TransCo Common Units
for currently outstanding shares of Entergy’s common stock (“Entergy Common Stock™), or a
combination of a Spin-Off and Exchange Offer as Entergy may elect in its sole discretion;

WHEREAS, in the event that Entergy’s shareholders subscribe for less than all of the
TransCo Common Units offered in the Exchange Offer, Entergy shall distribute, pro rata to its
shareholders, any unsubscribed TransCo Comimon Units immediately following the
consummation of the Exchange Offer (the “Clean-Up 8pin-Off”);

WHEREAS, the Parties contemplate that on or about the Distribution Date, Entergy shall
cause the Entergy Exchangeable Debt, if any, to be exchanged for the TransCo Securities for the
purpose of facilitating the establishment of the appropriate liquidity and capital structure for each
of Entergy and TransCo;

WHEREAS, the Parties contemplate that Merger Sub shall be merged with and into
TransCo, with TransCo surviving the Merger as a wholly owned subsidiary of ITC, such Merger
to take place immediately following the Distribution, on the terms and subject to the conditions
set forth in this Agreement and in accordance with the DLLCA,;



WHEREAS, the Board of Directors of Entergy has (i) determined that it is advisable and
in the best interests of Entergy and its shareholders, and declared it advisable, to enter into this
Agreement and to consummate the Transactions and (i) approved the execution, delivery and
performance of this Agreement and the consummation of the Transactions;

WHEREAS, Entergy or its relevant Subsidiary, as the sole member of TransCo, has
adopted this Agreement and approved the execution, delivery and performance of this
Agreement and the consummation of the Transactions;

WHEREAS, the Board of Directors of ITC has (i} determined that it is advisable, fair to -
and in the best interests of ITC and its shareholders, and declared it advisable, to enter into this
Agreement and to consummate the applicable Transactions, (if) approved the execution, delivery
and performance of this Agreement and the consummation of the applicable Transactions and (iif)
resolved, subject to the terms of this Agreement, to recommend to its sharcholders approval of
the Merger, the ITC Stock Issuance and the Charter Amendment;

WHEREAS, ITC or its relevant Subsidiary, as the sole member of Merger Sub, has
approved this Agreement and the Transactions applicable to Merger Sub;

WHEREAS, for United States federal income tax purposes, the Parties intend that the
Merger qualifies as a “reorganization” pursuant to Section 368 of the Code; and

WHEREAS, Entergy, TransCo, ITC and Merger Sub desire to make certain
representations, warranties, covenants and agreements specified herein in connection with the
Transactions, and also to prescribe certain conditions to the Transactions.

NOW, THEREFORE, in consideration of the foregoing and the representations,
warranties, covenants and agreements contained herein, and intending to be legally bound hereby,
Entergy, TransCo, ITC and Merger Sub agree as follows:

ARTICLET

TRANSACTIONS

Section 1.01  Closing. On the terms and subject to the conditions set forth in this
Agreement, the consummation of the Merger {the “Closing™) shall take place at the offices of
Skadden, Arps, Slate, Meagher & Flom LLP, 1440 New York Avenue, NW, Washington, DC
20005, at 10:00 a.m., local time on the fifth Business Day following satisfaction or waiver (io the
extent permitted by applicable Law) of the conditions to Closing set forth in Article VI (other
than those conditions, including the Distribution, that by their nature or pursuant to the terms of
this Agreement are to be satisfied at or immediately prior to the Closing, but subject to the
satisfaction or, where permitted, the waiver of those conditions), or at such other date, time or
place as Entergy and ITC may mutually agree. The date on which the Closing occurs is referred
to as the “Closing Date.”



Section 1.02  Initial Issuance of TransCo Common Units.

{(2)  As contemplated by Section 1.06 of the Separation Agreement and
subject to adjustment as provided in Section 1,02(c), in partial consideration for the transfer of
Assels contemplated by Section 3.01 of the Separation Agreement (including the Entergy
Contribution), TransCo will issue and deliver to Entergy a number of TransCo Common Units
equal to the sum of'the following:

()  (A)1.00400801603206 (the “Initial Issuance Exchange
Ratio™), multiplied by the number of shares of ITC Common Stock on a Fully Diluted
Basis, minus (B) the number of TransCo Common Units outstanding immediately prior
to the issuance of TransCo Common Units pursuant to this Section 1.02, plus

(i) the quotient of the Aggregate Disqualified Shares Number
divided by 49.9%, as calculated pursuant to Section 1.02{c) of the ITC Disclosure Letter
(which details the calculation as of the date of this Agreement); provided, however, in no
event shall the number of TransCo Common Units issued pursuant to this Section
1.02{a}(ii) exceed an amount that would result, pursuant to Section 1.02(c}, in the
Transaction Maximum Principal Amount being reduced in an amount in excess of $100
million.

(b) For purposes of this Agreement:

(i) “Fully Diluted Basis” shall mean the Parties’ best estimate,
mutually agreed in good faith, without duplication, of (A) the number of shares of ITC
Common Stock that are outstanding as of the Closing Date, plus (B} (1) the number of
restricted shares of ITC Common Stock and stock units outstanding as of the Closing
Date and (2) the number of shares of ITC Common Stock issuable upon exercise of any
options or rights of any nature, whatsoever, whether contingent, vested or unvested, or
otherwise, both (1} and (2) to be based upon the treasury stock method, which shall
include ITC restricted shares and the net of new ITC shares that would be issued if in-the-
money ITC options were exercised and ITC used the proceeds from the exercise price to
repurchase ITC shares at the Reference Price (for the aveidance of doubt, the assumed
proceeds used to repurchase ITC shares will be limited to the amount, if any, that an
empioyee must pay upon exercise) consistent with Section 1.02(b)(i) of the ITC
Disclosure Letter (which details the calculation as of the date of this Agreement), in each
case for clarification other than the shares of ITC Common Stock issued or to be issued in
the Merger, including pursuant fo the Employee Matters Agreement. The Parties’
binding estimate of the number of shares of I'TC Common Stock on a Fully Diluted Basis
shall be made on the Estimation Date using, for the purposes of the treasury stock method
calculations, the Reference Price for the price of ITC Common Stock for all options and
rights included in the calculation (for purpeses of this estimate only).

(iiy “Estimation Date” means the nearest reasonably practicable
date prior to the date on which the Exchange Offer is commenced (or prior to the last
Trading Day that ends at least twenty (20) Trading Days prior to the date the Parties
expect the Distribution Date to occur, if Entergy elects to effect the Distribution as a
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Spin-Off) as mutvally agreed in writing by the Parties, or such other date as may be
reasonably agreed to by the Parties.

(iii) “Aggregate Disqualified Shares Number” means the Parties’
best estimate, mutually agreed in good faith, of the number of shares of ITC Common
Stock issuable upon exercise to any TransCo Employees in connection with the
conversion of Entergy stock options and restricted shares to ITC stock options and
restricted shares as provided in Article VII of the Employee Matters Agreement and are
reasonably likely to be treated as being issued as part of a plan or series of related events
that would cause Code Section 355(e) to apply to the Distribution, and assuming, solely -
for purposes of this calculation, that the Equity Exchange Ratio (as such term is used in
the Employee Matters Agreement) used for conversion of Entergy stock options and
restricted shares is based on the Reference Price of ITC Common Stock and Entergy
Commen Stock (which assumption shall have no impact on the determinations of the
Equity Exchange Ratio for all purposes under the Employee Matters Agreement).

(iv) “ITC Eguity Value” means (A) the Reference Price
multiplied by (B) the number of shares of ITC Common Stock on a Fully Diluted Basis
plus the aggregate number of TransCo Common Units issued pursuant to Section

1.02(a)(i).

(v) “Additional TransCo Units” means the aggregate number of
TransCo Commen Units issued pursuant to Section 1.02¢a)(ii).

(v} “Value ofthe Additional TransCo Units” means (A) the
Additional TransCo Units multiplied by (B) (1) the I'TC Equity Value divided by (2) the
aumber of shares of ITC Common Stock on a Fully Diluted Basis plus the aggregate
number of TransCo Common Units issued pursuant to Section 1.02(a)(i) p/us the
Additional TransCo Units.

(vii) “Disqualified Shares Pringipal Reduction Amount” means (A)
Value of the Additional TransCo Units divided by (B) 49.9%,

{¢)  As part of the Ruling Request, Entergy is seeking certain rulings
with respect to the treatment under Section 355(e) of the Code of certain issuances of shares of
ITC Common Stock to be issued to TransCo Employees in connection with the conversion of
Entergy stock options and restricted shares into 1TC stock options and restricted shares (any such
shares to be issued or issuable upon exercise, the “TransCo Employee Shares™). The ruling
requested would treat the TransCo Employee Shares as not having been acquired as ‘part ofa
plan (or series of related events)’ within the meaning of Code Section 355(e). In the event that
Entergy does not receive the intended Ruling with respect to the TransCo Employee Shares and,
after discussions with Entergy’s tax advisors (in consultation with ITC), Entergy reasonably
determines as of the Estimation Date that any of the TransCo Employee Shares may be treated as
being issued as part of a plan or series of related events that would cause Code Section 355(e) to
apply to the Distribution (any such TransCe Employee Share, a “Disqualified Share™), the
Transaction Maximum Principal Amount shall be reduced in an amount equal to the Disqualified
Shares Principal Reduction Amount. Section 1.02(c) of the ITC Disclosure Letter sets forth a

4



calculation of the Disqualified Shares Principal Reduction Amount as of the date of this
Agreement. The calculation of the mimber of Disqualified Shares shall be based upon the
treasury stock method in a manner consistent with the treasury stock method used to calculate
the Fully Diluted Basis. The Parties’ binding estimate of the number of Disqualified Shares shall
be made on the Estimation Date using for the purposes of the treasury stock method calculations,
the Reference Price for the price of ITC Common Stock for alf options and rights included in the
calculation (for purposes of this estimate only).

(d} Notwithstanding any other provision of this Section 1.02, in no
event shall the number of TransCo Common Units issued to Entergy pursuant to this Section
1.02 be an amount less than that which shall be necessary so that the holders of TransCo
Common Units immediately prior to the Merger, constitute the holders of at least a 50.1% of the
outstanding ITC Common Stock immediately following the Merger; provided, that, except as
otherwise contemplated in this Section 1.02, in the event that the application of this Section
1.02(d} shali require an increase in the number of shares of TransCo Common Units issued to
Entergy, the Parties shall in good faith mutually agree to such other modifications to the financial
terms of this Agreement, including the amount of the Special Dividend and/or Share Repurchase
and/or the Transaction Maximum Principal Amount, as necessary to put the Parties in the same
position as they were in prior to any such adjustment pursuant to the application of this Section
1.02(d). Notwithstanding any other provision of this Section 1.02, if, prior to or after the Closing,
the Parties identify an error in the assumptions, estimations or calculations resulting in the
determination of the number of TransCo Commeon Units to be issued to Entergy under this
Section 1.02, the Parties agree to take all such actions as may be necessary to correct such error
such that the condition set forth in the first sentence of this Section 1.02(d) is satisfied. For the
avoidance of doubt, this provision shall be interpreted in a manner that ensures a sufficient
number of TransCo Common Units are issued to satisfy the requirements of Code Section 355(@)'
with respect to TransCo post-Closing.

Section 1.03  The Distribution; Special Dividend and Share Repurchase.

(a) Entergy may, in its sole discretion, elect to effect the Distribution as
a 8pin-Off, as an Exchange Offer, or as a combination of a Spin-Off and an Exchange Offer with
or without a Clean-Up Spin-Off and shall advise I'TC of the form of the Distribution no later than
thirty (30) Business Days prior to the anticipated Closing Date.

(b) To the extent the Distribution includes a Spin-Off, subject to the
terms thereof, in accordance with Section 1.03(d), each Record Holder shall be entitled to
receive for each share of Entergy Common Stock held by such Record Holder a number of
TransCo Common Units equal to the total number of TransCo Common Units subject to the
Spin-Off and held by Entergy on the Record Date (determined pursuant to Section 1.02),
multiplied by a fraction, the numerator of which is the number of shares of Entergy Common
Stock held by such Record Holder and the denominator of which is the total number of shares of
Entergy Common Stock outstanding on the Record Date. To the extent the Distribution is
effected as a Spin-Off, prior to the Distribution Date, the Board of Directors of Entergy, in
accordance with applicable Law, shall establish the Record Date for the Distribution and any
appropriate procedures in connection with the Spin-Off. To the extent any of the Distribution is
effected as an Exchange Offer followed by a Clean-Up Spin-Off of any remaining TransCo
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Common Units to be distributed by Entergy pursuant to Section 1.03(c), the Board of Dvirectors
of Entergy shall set the Record Date as the time on the Distribution Date immediately following
the time at which the validly tendered shares of Entergy Common Stock are accepted for
payment in the Exchange Offer.

(¢}  Subject to the terms and conditions thereof, to the extent any of the
Distribution is effected as an Exchange Offer, each Entergy shareholder may elect in the
Exchange Offer to exchange a number of shares of Entergy Common Stock held by such Entergy
shareholder for TransCo Common Units. Subject to applicable securities Laws, Entergy shall
determine, in its sole discretion, the terms and conditions of the Exchange Offer, including the
exchange ratio (including any discount to the reference price of ITC Common Stock), the timing
of the offer period and any extensions thereto, and other customary provisions, each as will be
set forth in the TransCo Registration Statements and Schedule TO; provided, however, that
before filing the TransCo Registration Statements, the Schedule TO or any amendments or
supplements thereto, or comparable documents under securities or state “blue sky” laws of any
Jurisdiction, Entergy and/or TransCo (as applicable) will furnish to 1TC and its counsel copies of
all such documents proposed to be filed (including all exhibits thereto), which documents will be
subject to the reasonable comment of ITC and its counsel, and, before filing any such document,
Entergy and/or TransCo (as applicable) shall reasonably consider any changes thereto that ITC
and its counsel shall reasonably request; provided. further, that the maximum number of days
that the Exchange Offer may be extended following satisfaction of the conditions to Closing set
forth in Section 6.01(g), Section 6.02(g) and Section 6.03(g) shall be ten (10) Business Days;
provided, further, that, to the extent permitted pursuant to the securities Laws, it shall be a term
and condition of the Exchange Offer that no Entergy shareholder who is a “Market Participant”
(as defined in ITC’s Amended and Restated Articles of Incorporation) shail be permitted to
exchange for a number of TransCo Common Units that, together with (x) TransCo Common
Units that would be received by such shareholder in any Clean-Up Spin-Off and {y) shares of
ITC Common Stock beneficially owned or anticipated to be beneficially owned by such
shareholder, would cause such shareholder following the Effective Time, together with any
“group” (as defined in Rule 13d~5 of the Exchange Act) of which it is a member, to beneficially
own shares constituting five percent (5%) or more of the total number of shares of any class or
series of capital stock of ITC.

(d} The terms and conditions of any Clean-Up Spin-Off shall be as
determined by Entergy in its sole discretion; provided, however, that (i) any TransCo Common
Units that are not subscribed for in the Exchange Offer must be distributed to Entergy’s
shareholders in the Clean-Up Spin-Off and (ii) subject to any applicable Law or stock exchange
requirement, the Clean-Up Spin-Off shall take place on the Distribution Date immediately
following the consummation of the Exchange Offer and the Record Date for the Clean-Up Spin-
Off shall be established as of such date in the same manner as provided in Section 1.03(b):

{e) In connection with the other Transactions, prior to the Merger
(regardless whether the actual payment date for any Special Dividend is before, on or after the
Effective Time)} ITC may, in its scle discretion, elect to (i) declare a special dividend (whether or
not payable in connection with the ITC Financing) to the ITC Shareholders {a “Special
Dividend”) in which the amount payable to such holders does not exceed $700 million m the
aggregate, (i) effect a repurchase of ITC Common Stock from the ITC Shareholders, the terms
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and conditions of which shall be as determined by ITC in its sole discretion (a “Share
Repurchase”), in which the purchase price payable to such holders does not exceed $700 million
in the aggregate, or (iii) effect a combination of a Special Dividend and a Share Repurchase in
which the amount payable to I'TC Shareholders in both transactions does not exceed $700 million
in the aggregate. [TC shall take all action necessary to prohibit ITC’s Dividend Reinvestment
Plan from reinvesting, on behalf of any participants, the proceeds of the Special Dividend in ITC
Comman Stock, through purchase or otherwise, after the Closing.

(f)  Entergy shall be entitled to delay the Distribution Date and I'TC shall
be entitled to delay the consummation of a Special Dividend and/or a Share Repurchase, in each
case, {o the extent necessary to comply with any NYSE rules relating to notices of record dates
and dividends and to comply with applicable securities Laws relating to offer periods and
extensions thereof (including the availability of any required financial statements} and otherwise
relating to exchange offers, tender offers and dividends; provided, that the Distribution Date or
the consummation of a Special Dividend and/or a Share Repurchase shall occur reasonably
promptly after any such compliance. The Share Repurchase shall be conducted in accordance
with applicable securities Laws. Each of ITC and Entergy shall also be entitled to delay the
Distribution Date for a maximum of twenty (20) calendar days, in consultation with its financial
advisors, to take into account any then existing market conditions and the ability te market.the
ITC Financing and/or the Financings.

(g) Uponthe consummation of the Distribution, Entergy shall deliver to
the Exchange Agent a global certificate representing the TransCo Common Units being
transferred in the Distribution, for the account of Entergy’s shareholders that are entitled thereto.
The Exchange Agent shall hold such certificate or certificates, as the case may be, for the
account of Entergy’s shareholders pending the Merger. In no event shall the number of TransCo
Common Units issued and distributed in the Distribution exceed the number of TransCo
Common Units determined pursuant to Section 1.02(a), as adjusted if necessary pursuant to

Section 1.02(d).

(h)  The Parties shall keep each other reasonably informed with respect
to the transactions contemplated by this Section 1.03 in order to coordinate the timing of such
transactions to the extent reasonably practicable and desirable and otherwise consistent with the
other provisions of this Section 1.03.

Section 1.04 Plan of Reorganization. This Agreement is in furtherance of a
“plan of reorganization™ for the Merger under Treasury Regulation Section 1.368-2(g).

Section 1.05 The Merger.

{a)  On the terms and subject to the conditions of this Agreement,
Merger Sub shall be merged (the “Merger™) with and into TransCo in accordance with the
provisions of the DLI.CA whereupon the separate corporate existence of Merger Sub shall cease,
and TransCo shall continue as the surviving entity in the Merger (the “Surviving Company™) and
shall be a wholly owned direct Subsidiary of ITC.



(b)  The Merger shall be consummated by the filing of a certificate of
merger (the “Certificate of Merger™), executed in accordance with, and containing such
information as is required by, the relevant provisions of the DLLCA, with the Secretary of State
of the State of Delaware. The Merger shall become effective at such time as the Certificate of
Merger is duly filed with the Secretary of State of the State of Delaware, or at such later time as
is agreed among the Parties and specified in the Certificate of Merger in accordance with the
relevant provisions of the DLLCA (such date and time is hereinafier referred to as the “Effective
Time”).

Section 1.06  Effects of the Merger. The effects of the Merger shall be as
provided in this Agreement and in the applcable provisions of the DLLCA. Without limiting the
generality of the foregoing, and subject thereto, at the Effective Time, all of the property, rights,
privileges, powers and franchises of TransCo and Merger Sub shall vest in the Surviving
Company, and all debts, liabilities and duties of TransCo and Merger Sub shall become the debts,
liabilities and duties of the Surviving Company, all as provided under the DLLCA.

Section 1.07  Certificate of Formation and Limited Liability Company

Agreement of the Surviving Company: Managers and Officers of the Surviving Company.

{a) At the Effective Time, the certificate of formation of TransCo as in
effect immediately prior to the Effective Time shall be the certificate of formation of the
Surviving Company until thereafter amended in accordance with the provisions thereof and
hereof and applicable Law.

(b} At the Effective Time, the limited liability company agreement of
Merger Sub as in effect immediately prior to the Effective Time shall be the limited liability
company agreement of the Surviving Company until thereaflter amended in accordance with the
provisions thereof and hereof and applicable Law.

{c)  The initial managers of the Surviving Company at the Effective
Time shall be the managers of Merger Sub immediately prior to the Effective Time, The initial
officers of the Surviving Company at the Effective Time shall be the officers of Merger Sub
immediately prior to the Effective Time. Each of such initial officers and managers of the
Surviving Company shall hold office from the Effective Time until their respective snccessors
are duly elected or appointed and qualified in the manner provided by the limited liability
company agreement of the Surviving Company or as otherwise provided by applicable Law.

Section 1.08  Board of Directors of ITC and Management Apnointees.

{a) ITC will take all necessary corporate actions to cause, at the
Effective Time, there to be at least two (2) vacancies on the Board of Directors of ITC, which
two {2} vacancies will be filled immediately after the Effective Time with two (2) directors
nominated by ITC’s Nominating/Corporate Governance Committee as described in this Section
1.08(a). Prior to the Closing, ITC will engage an executive search firm to assist its
Nominating/Corporate Governance Committee m identifying two (2) candidates to fill such
vacancies, which candidates will, in addition to any other qualifications or criteria established by
the Nominating/Corporate Governance Committee, (i) qualify as independent directors on the
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Board of Directors of ITC for purposes of the rules of the NYSE, Rule 10A-3 of the Exchange
Act, and the ITC Group’s FERC independence requirements and (ii) possess a knowledge and
understanding of (1) the Transmission industry or electric utility industry and (2) the service
territory of the Transmission Business, including in each case with respect to the business,
customer, environmeintal, energy, political and regulatory issues faced by the Transmission
Business. ITC shall keep Entergy reasonably informed of such search process, and Entergy shall
be entitled to offer any number of candidates to fill such vacancies to the Nominating/Corporate
Governance Committee in connection with such search process, acknowledging that any decision
with respect to such candidates shall reside solely with the Nominating/Corporate Governance
Committee and the Board of Directors of ITC.

(b} ITC and TransCo shall take all action necessary to appoint the
persons listed in Section 1.08(b) of the Enterpy Disclosure Letter to management positions at
TransCo or ITC, as indicated after their respective names in such section (ihe “Management
Appointees™), as of the Effective Time. If prior to the Effective Time, any Management
Appointee is unwilling or unable to serve in such designated management position as a result of
illness, death, resignation or any other reason, then a replacement for such person, if any, shall be
mutually agreed by ITC and Entergy and shall be a TransCo Employee.

Section 1.09 Effect on Equity Interests.

() At the Effective Time, by virtue of the Merger and without any
action on the part of TransCo, Merger Sub, ITC or the holders of any securities (or membership
interests) of TransCo, Merger Sub or ITC, subject to Section 1,13, each TransCo Common Unit,
other than any Cancelled Units, shall be converted into the right to receive one fully paid and
nonassessable share of ITC Common Stock (the “Exchange Ratio™). The shares of I'TC
Common Stock to be issued upon the conversion of TransCo Common Units pursuant to this -
Section 1.09(a) and cash in liey of fractional shares of ITC Common Stock to be paid as
contemplated by Section 1.13 are referred to collectively as “Merger Consideration.” As of the
Effective Time, all such TransCo Commeon Units shall no longer be outstanding and shall
automatically be cancelled and retired and shall cease to exist, and any holder of a certificate
representing any such TransCo Common Units shall cease to have any rights with respect thereto
except the right to receive the Merger Consideration and any dividends or other distiibutions
payable pursuant to Section 1.11 upon surrender of such certificate, without interest. The
issuance of ITC Common Stock in connection with the Merger is referred to as the “ITC Stock:
Issuance.”

kd

(b) Each TransCo Common Unit that is owned, directly or indirectly, by
ITC or Merger Sub immediately prior to the Effective Time or held by TransCo immediately
prior to the Effective Time (the “Cancelled Units™) shall, by virtue of the Merger and without
any action on the part of the holder thereof, be cancelled and retired and shall cease to exist, and
no consideration shall be delivered in exchange for such cancellation and retirement.

(c) At the Effective Thme, by virtue of the Merger and without any
action on the part of the holder thereof, each unit of common membership interest of Merger Sub
issued and outstanding immediately prior to the Effective Time shall be converted into and
become one common membership interest unit of the Surviving Company and shall constitute
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the only outstanding limited liability company membership interests of the Surviving Company.
From and after the Effective Time, all certificates (if any) representing the common membership
interests of Merger Sub shall be deemed for all purposes to represent the number of units of
common membership interests of the Surviving Company into which they were converted in
accordance with the immediately preceding sentence.

Section 1,10 Exchange of Certificates.

(a) Pursuant to Section 1.03(d), the Exchange Agent shall hold, for the
account of the relevant Entergy shareholders, the global certificate(s) representing all of the.
outstanding TransCo Common Units distributed in the Distribution. Such TransCo Common
Units shall be converted into shares of ITC Common Stock in accordance with the terms of this
Article 1.

(b}  Prior to the Closing, Entergy shall appoint a bank or trust compainy
reasonably acceptable to ITC as exchange agent (the “Exchange Agent™). Prior to or at the
Effective Time, 1TC shall deposit with the Exchange Agent, for the benefit of the holders of
TransCo Common Units, for exchange in accordance with this Article I through the Exchange
Agent, evidence in book entry form representing the shares of ITTC Common Stock issuable
pursuant to this Article I in exchange for cutstanding TransCo Common Units. For the purposes
of such deposit, ITC shall assume that there shall not be any fractional shares of ITC Common
Stock. ITC shall make available to the Exchange Agent, for addition to the Exchange Fund,
from time to time as needed or as reasonably requested by Entergy, cash sufficient to pay cash in
lieu of fractional shares in accordance with Section 1.13 and cash sufficient to pay any dividends
and other distributions pursuant to Section 1.14. All evidence in book entry form of ITC
Common Stock including cash in lieu of fractional shares of ITC Common Stock to be paid
pursuant to Section 1.13 and the amount of any dividends or other distributions payable with
respect to the ITC Common Stock pursuant to Section .14 are hereinafter referred to as the
“Exchange Fund.” Following the Effective Time, the Exchange Agent shall, pursuant to
irrevocable instructions, deliver the ITC Common Stock to be issued pursuant to this Article T
out of the Exchange Fund. The Exchange Fund shall not be used for any other purpose.

Section 1.11  Exchange Procedures. As soon as reasonably practicable after the
Effective Time of the Merger, and to the extent not previously distributed in connection with the
Distribution, ITC shail cause the Exchange Agent to mail to any holder of record of outstanding
TransCo Common Units whose TransCo Common Units were converted ito the right to receive
a portion of the Merger Consideration pursuant to Section 1.09{a); (a) a letter of transmitta) and
(b) instructions for use in effecting the exchange of any TransCo Common Units for Merger
Consideration. Upon delivery to the Exchange Agent of the letter of transmittal, duly executed
and such other docwments as may reasonably be required by the Exchange Agent, the holder of
such TransCo Common Units shall be entitled to receive in exchange therefor that number of
whole shares of ITC Commen Stock (after taking into account all TransCo Common Units
exchanged by such holder) that such holder has the right to receive pursuant to the provisions of
this Article 1, payment by cash or check in lieu of fractional shares of I'TC Common Stock which
such holder is entitled to receive pursuant to Section 1.13 and any dividends or other
distributions payable pursuant to Section 1.14. If any portion of the Merger Consideration is to
be registered in the name of a Person other than the Person in whose name the applicable
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TransCo Common Units is registered, it shall be a condition to the registration thereof that the
applicable TransCo Common Units to be exchanged be in proper form for transfer and that the
person requesting such delivery of the applicable portion of the Merger Consideration pay any
and all transfer and other similar Taxes required to be paid as a result of such registration in the
name of a Person other than the registered holder of such TransCo Common Units or estabiish to
the satisfaction of the Exchange Agent that such Taxes have been paid or are not payable. Until
exchanged as contemplated by this Section 1.11, any TransCo Common Units shall be deemed at
any time after the Effective Time to represent only the right to receive upon such exchange the
applicable portion of the Merger Consideration as contemplated by this Section 1,11 and any
amounts to be paid pursuant to Section 1.13. No interest shail be paid or accrue on the Merger
Consideration or any cash payable upon exchange of any TransCo Common Units.

Section 1.12  No Further Ownership Rights in TransCo Common Units. The
portion of the Merger Consideration issued (and paid) and any cash paid in accordance with the
terms of this Article | upon conversion of any TransCo Common Units shall be deemed to have
been issued (and paid) in full satisfaction of afl rights pertaining to such TransCo Common Units.
At the Effective Time, the membership interest transfer books of TransCo shall be closed with
respect to the TransCo Common Units that were outstanding immediately prior to the Effective
Time, and there shall be no further registration of transfers on the membership interest transfer
books of the Surviving Company of TransCo Common Units that were outstanding immediately
prior to the Effective Time. If, after the Effective Time, any certificates formerly representing
TransCo Common Units are presented to the Surviving Company or the Exchange Agent for any
reason, they shall be cancelled and exchanged as provided in this Article 1.

Section 1.13  No Fractional Shares.

(a) No certificates or scrip representing fractional shares of ITC
Common Stock shall be issued upon the conversion of TransCo Common Units pursuant to
Section 1.09(a), and such fractional share interests shall not entitle the owner thereof'to vote or to
any rights of a holder of ITC Common Stock. For purposes of this Section 1.13, all fractional
shares to which a single record holder would be entitled shall be aggregated, and calculations
shall be rounded to three decimal places.

{b) Fractional shares of ITC Common Stock that would otherwise be
allocable to any former holders of TransCo Common Units in the Merger shall be aggregated,
and no holder of TransCo Common Units shall receive cash equal to or greater than the value of
one (1) full share of ITC Common Stock. The Exchange Agent shall cause the whole shares
obtained thereby to be sold, in the open market or otherwise as reasonably directed by ITC,.and
in no case later than thirty (30) Business Days after the Effective Time. The Exchange Agent
shall make available the net proceeds thereof, after deducting any required withholding Taxes
and brokerage charges, commissions and transfer Taxes, on a pro rafa basis, without interest, as
soon as practicable to the holders of TransCo Common Units entitled to receive such cash.
Payment of cash in lieu of fractional shares of ITC Common Stock shall be made solely for the
purpose of avoiding the expense and inconvenience to ITC of issuing fractional shares of ITC
Commeon Stock and shall not represent separately bargained-for consideration.
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Section 1.14  Distributions with Respect to Unexchanged Shares. No dividends
or other distributions with respect to ITC Common Stock with a record date after the Effective

Time shall be paid to the holder of any unexchanged TransCo Common Units with respect to the
shares of ITC Common Stock issuable upon exchange thereof, and no cash payment in lieu of
fractional shares shall be paid to any such holder pursuant to Section 1.13, until, in each case, the
exchange of such TransCo Common Units in accordance with this Article I. Subject to
applicable Law, following the exchange of any such TransCo Common Units, there shall be paid
to the holder of the certificate representing whole shares of ITC Common Stock issued in
exchange therefor, without interest, (a) at the time of such surrender, the amount ofany cash
payable in lieu of a fractional share of ITC Commeon Stock to which such holder is entitled
pursuant to Section 1.13 and the amount of dividends or other distributions with a record date
after the Effective Time theretofore paid with respect to such whole shares of ITC Common
Stock and (b) at the appropriate payment date, the amount of dividends or other distributions
with a record date after the Effective Time but prior to such surrender and a payment date
subsequent to such exchange payable with respect to such whole shares of TTC Conmmon Stock.
In no event shall the Exchange Agent have the right to vote any shares of ITC Common Stock
held by the Exchange Agent.

Section 1.15  Withholding Rights. Entergy, ITC, the Surviving Company or the
Exchange Agent, as the case may be, shail be entitled to deduct and withhold from any
consideration otherwise payable pursuant to this Agreement such amounts as may be required to
be deducted and withheld with respect to the making of such payment under the Code or any
provision of state, local or foreign Tax Law. Any withheld amounts shall be treated for all
purposes of this Agreement as having been paid to the Persons with respect to which such
deduction and withholiding was made.

Section 1.16  Termination of Exchange Fund. Any portion of the Exchange
Fund (including the proceeds of any investments thereof) that remains undistributed to the
former holders of TransCo Common Units for one hundred eighty (180) calendar days after the
Effective Time shall be delivered to I'T'C upon demand, and any holders of TransCo Conunon
Units who have not theretofore complied with this Article 1 shall thereafter look only to ITC for
payment of their claim for the Merger Consideration, any cash in lieu of fractional shares of ITC
Common Stock pursuant to Section 1.13 and any dividends or distributions pursuant to Section
1.14.

Section 1.17  No Liability. None of the Parties or the Exchange Agent shall be
liable to any Person in respect of any TransCo Common Units or TTC Common Stock (or
dividends or distributions with respect thereto} or cash from the Exchange Fund delivered to a
public official pursuant to any abandoned property, escheat or similar Law. '

Section 1.18 Post-Merger Operations.

{a) Forthree (3) years from and after the Effective Time, TransCo shall
have a regional headquarters in Jackson, Mississippi, as well as a regional presence for the
TransCo Subs within the four-state region in which the Transmission Business principally
operates.
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(b) Entergy and ITC each agree, to the extent consistent with the ITC
Group’s FERC independence requirements, that provision of charitable contributions and
community support in the communities in which ITC and the Transmission Business of Entergy
currently operate serve a number of important corporate goals. During the three-year period
immediately following the Effective Time, ITC intends to provide charitable contributions and
other community support within the communities in which the Transmission Business operates,
at a level comparable in the aggregate to the levels currently provided by ITC in its other service
territories.

Section 1.19  Dissenters Rights. In accordance with Sections 754 and 762 ofthe
MBCA, each ITC Shareholder who objects to the Merger and complies with the provisions of the
MBCA concerning the rights of ITC Shareholders to dissent from the Merger and require
appraisal of their shares of ITC Common Stock {each such share of ITC Commen Stock, a
“Dissenting Share™) and has not effectively withdrawn or lost such right as of the Effective Time
(each such shareholder duly making such demand, a “Dissenting Shareholder™), shall be entitled
to such rights as are granted by the MBCA. Any payments made with respect to Dissenting
Shares shall be made by or on behalf of ITC. If any Dissenting Shareholder, at any time priorto
payment for the Dissenting Shares, shall effectively withdraw or lose (through failure to perfect
or otherwise) the right to payment as a Dissenting Shareholder, such holder shall forfeit such
holder’s rights as a Dissenting Shareholder and continue to hold the shares of ITC Common
Stock as such holder held such shares immediately prior to the Effective Time. Each Dissenting
Shareholder, who becomes entitled to payment for any Dissenting Shares pursuant to the MBCA,
shall, after such payment is made, cease to be a holder of ITC Common Stock for all purposes
under the MBCA.

Section 1.20  Exchange Trust. The Parties agree that, notwithstanding the terms
of Section 1.03, Entergy may elect, by written notice to ITC delivered at least thirty (30)
Business Days prior to the Closing to retain up to that number of TransCo Common Units that
would convert in the Merger to up to 4.9999% of the total number of shares of ITC Common
Stock outstanding immediately following the consummation of the Merger that otherwise would
have been distributed in the Distribution on or prior to the Closing Date, and at the Closing such
retained TransCo Common Units will convert to ITC Common Stock in the Merger. Such
TransCo Common Units and the 1TC Common Stock into which they convert are referred to
collectively as the “Retaingd Equity.” At the Closing, the Retained Equity shall be contributed
by Entergy to, and thereafter held by, a Delaware trust or other arrangement mutually agreed to
by ITC and Entergy {the “Exchange Trust™). The sole trustee of the Exchange Trust shall be a
nationally recognized trust company or similar institution mutually agreed to by Entergy and 1TC.
Entergy shall not control the Exchange Trust or the Retained Equity held by &, other than the
right to cause the Retained Equity to be distributed pursuant to this Section 1,20, Any such
Retained Equity held in the Exchange Trust will be distributed through an exchange offer for
outstanding shares of Entergy Common Stock within six (6) months after the Closing (or if
earlier, the end of the calendar vear in which the Closing occurs); provided, however, if at the
end of such period no exchange offer has been effectuated in which all of the Retained Equity
has been distributed to the shareholders of Entergy, the Retained Equity shall be distributed pro
rata to the shareholders of Entergy. The trust agreement governing the Exchange Trust shall
provide that, following the Closing, the Retained Equity may not be transferred other than
pursuant to this Section 1.20, and that the Trustee will vote the Retained Equity in any and all
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matters on which such Retained Equity js entitled to vote in the same proportion as alf voting
securities of IT'C (other than the Retained Equity) that actually vote on such matter are voted. If
necessary, ITC shall provide customary registration rights to Entergy with respect to the
Retained Equity for the transactions contemplated by this Section 1.20. Each of Entergy and
ITC agrees to use reasonable best efforts to negotiate in good faith to finalize the terms of any
additional agreements that would be necessary to implement this Section 1.20 within sixty (60)
days following date of this Agreement, including a registration rights agreement and trust
agreement, and to work cooperatively thereafier until the Closing to implement the terms of this
Section 1.20. mcluding to address any concerns that a Governmental Authority may express with
respect to the Retained Equity or the Exchange Trust and to address any reasonable comments
from the trustee, once selected pursuant to this Section 1.20. All reasonable costs and expenses
incurred in connection with the transactions contemplated by this Section 1.20 shall be borne or
reimbursed by Entergy, including the reasonable fees and expenses of counsel of ITC incurred in
connection therewith, Notwithstanding the foregoing, Entergy will be deemed to have elected
not to pursue the transactions contemplated by this Section 1.20, and the Parties will have no
further obligation under this Section 1,20, if (i) after discussions with FERC and each Party’s
legal advisors, a reasonable determination is made by either Party that doing so would
reasonably be expected to result in a determination that any member of the ITC Group shall no
longer {or in the case of TransCo and its Subsidiaries, shall not) be deemed independent by
FERC, (i) FERC does not expressly approve the transactions contemplated by this Section 1.20
in the FERC Approvals or (iii} Entergy is unable to obtain a ruling from the IRS that the
implementation of the Exchange Trust will not affect the Distribution being a wholly tax-free
exchange, the implementation of the transactions contemplated by this Section 1.20 and/or the
distribution or exchange of the Retained Equity by Entergy to the Entergy shareholders would
otherwise be inconsistent with the Ruling or unreasonably delay its receipt by Entergy or cause
the Tax Opinion not to be delivered,

ARTICLE I

REPRESENTATIONS AND WARRANTIES OF ENTERGY

For all purposes of this Article 1L, for the avoidance of doubt, TransCo and-each other
member of the TransCo Group shall be a Subsidiary of Entergy immediately prior to the
Effective Time (without giving ¢ffect to the Distribution). Entergy hereby represents and
warrants to ITC as of the date of this Agreement and as of the Closing Date that, (i) except as set
forth in the applicable section (or another section to the extent provided in Section 8.14) of the
Entergy Disclosure Letter or (i) to the extent expressly disclosed in any report, schedule, form or
other document filed with, or furnished to, the SEC by Entergy or TransCo and publicly
available prior to the date of this Agreement and after January 1, 2009, to the extent that the
relevance of such disclosure to the applicable representation and warranty is reasonably apparent
on its face (other than any forward-looking disclosures set forth in any risk factor section (except
for any disclosure therein related to historical facts), any disclosures in any section relating to
forward-looking statements and any other similar disclosures included therein to the extent that
they are primarily cautionary in nature):

Section 2.01  Due Organization, Good Standing and Corporate Power. Entergy
is a corporation duly organized, validly existing and in good standing under the Laws of the State
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of Delaware. ESI, TransCo and each of the Utility OpCos is {(and when formed, the TransCo
Subs will be) a corporation or other entity duly organized, validly existing and in good standing
under the Laws of the jurisdiction of its incorporation or organization, Entergy and its
Subsidiaries have all requisite corporate or limited liability company power and authority to own,
lease and operate their respective properties and Assets that shall be contributed to TransCo or
the TransCo Subs pursuant to the Separation Agreement and to carry on the Transmission
Business as it is now being conducted. Entergy and each of its Subsidiaries is duly qualified or
licensed to do business and is in good standing in each jurisdiction in which the property or
Assets owned, leased or operated by the Transmission Business that shall be contributed to
TransCo or the TransCo Subs pursuant to the Separation Agreement or any Ancillary Agreement
or the nature of the Transmission Business conducted by it makes such qualification necessary,
except in such jurisdictions where the failure to be so qualified or licensed and in good standing-
would not reasonably be expected to have, individually or in the aggregate, a Transmission
Business MAE.

Section 2.02  Authorization of Agreement.

(a) The execution, delivery and performance of this Agreement and the
Other Transaction Agreements by each of Entergy, the Utility OpCos, ESI and TransCo, as
applicable, and the consummation by each of them of the Transactions, have been duly
authorized and approved by their respective Boards of Directors or Boards of Managers (and this
Agreement has been adopted by Entergy as the sole shareholder of TransCo) and no other
corporate, limited liability company or shareholder action on the part of Entergy, the Utitity
OpCos, EST or TransCo is necessary to authorize the execution, delivery and performance of this
Agreement and the Other Transaction Agreements or the consummation of the Transactions.
Upon the adoption of this Agreement by Entergy as the sole shareholder of TransCo, the
approval of TransCo’s equityholders after the consummation of the Distribution will not be
required to effect the Transactions.

(b) This Agreement and the Separation Agreement have been, and the
applicable Ancillary Agreements to which each is a party, when executed, shall be, duly
executed and delivered by each of Entergy, the Utility OpCos, ESI and TransCo, as applicable,
and, to the extent it is a party thereto, each is {or when executed shall be) a legal, valid and
binding obligation of cach of Entergy, the Utility OpCos, ESI and TransCo enforceable against
each of Entergy, the Utility OpCos, ESI and TransCo, as applicable, in accordance with their
terms, except to the extent that its enforceability may be subject to applicable bankruptcy,
insolvency, reorganization, moratorium and similar Law affecting the enforcement of creditors’
rights generally and rules of Law govering specific performance, injunctive relief and- other
equitable remedies,

Section 2.03  Capital Structure.

(a) Onthe date of this Agreement, the authorized limited liability
company membership interests of TransCo consisted solely of 1,000 TransCo Common Units, of
which 1,000 TransCo Common Units were issued and cutstanding. All outstanding TransCo
Common Units are, and all such TransCo Common Units that may be issued prior to the
Effective Time as contemplated by this Agreement and the Separation Agreement shall be when
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issued, duly authorized, validly issued, fully paid and nonassessable and not issued in violation
of any pre-emptive right, purchase option, call, right of first refusal or any similar right.

{b)  On the date of this Agreement and immediately prior to the
Dristribution, all the outstanding TransCo Commeon Units are and shall be owned, directly or
indirectly, by Entergy free and clear of any Security Interest other than any Security Interests
pursuant to the Financings. Inmediately following the Distribution, (i) there shall be
outstanding a number of TransCo Common Units determined in accordance with this Agreement
and the Separation Agreement, (ii) no TransCo Commeon Units shall be held in TransCo’s
treasury or by any Subsidiary of TransCo and (iii) no bonds, debentures, notes or other.
indebtedness of TransCo or any of its Subsidiaries having the right to vote (or convertible into,
or exchangeable for, securities having the right to vote) on any matters on which holders of
TransCo Common Units or the holders of capital stock of any of TransCo’s Subsidiaries may
vote shall be outstanding,

{c) Except as contemnplated by this Agreement and the Separation
Agreement, there are no outstanding or authorized options, warrants, rights, subscriptions, claims
of any character, agreements, obligations, convertible or exchangeable securities, or other
commitments, contingent or otherwise, relating to TransCo Common Units or any equivalent
limited liability company membership interest or other nominal interest in TransCo or any of its
Subsidiaries which relate to TransCo (collectively, “TransCo Equity Interests™) pursuant to
which TransCo or any of its Subsidiaries is or may become obligated fo issue TransCo Equity
Interests or any securities convertible into, exchangeable for, or evidencing the right to subscribe
for, any TransCo Equity Interests. There are no outstanding obligations of TransCo to
repurchase, redeem or otherwise acquire any outstanding TransCo Equity Interests.

{d} There are no voting trusts or other agreements or understandings to
which TransCo or any of its Subsidiaries is a party with respect to the voting or registration of, or
restricting any person from purchasing, selling, pledging or otherwise disposing of; the capital
stock or other equity interest of TransCo or any of its Subsidiaries.

Section 2.04 Consents and Approvals: No Viglations.

(a) Non-Contravention. The execution and delivery of this Agreement
by each of Entergy and TransCo, the execution and delivery of the Separation Agreement by
each of Entergy, ESI, TransCo and the Utility OpCos and the execution of each Ancillary
Agreement by Entergy and any of its Subsidiaries contemplated to be a party thereto does.not or
will not (as applicable}, and the consummation of the Transactions by each of Entergy, TransCo,
ESI and each of the Utility OpCos will not (with or without notice or lapse of time or both), (i)
violate or conflict with any provision of the Organizational Documents of Entergy, TransCo, ESI
or any Utility OpCo, (ii) subject to obtaining the Entergy Regulatory Approvals, violate or
conflict with any Laws or Orders applicable to Entergy, TransCo, ESI or a Utility OpCo or any
of their respective Assets, rights or properties or (iii} subject to obtaining the Transmission Land
Right Consents, violate, conflict with, or result in a breach of any provision of, or constitute a
default under, or trigger any obligation to repurchase, redeem or otherwise retire indebtedness
under, or result in the termination of, loss of a benefit under or accelerate the performance
required by, or result in a right of termination, cancellation, guaranteed payment or acceleration
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of any obligation or the loss of a benefit under, or result in the creation of any Security Interest
upon any of the property or Assets of Entergy, TransCo, ESI or any of the Utility OpCos
pursuant to any provisions of any Permit or Contract (including the TransCo Material Contracts)
to which Entergy, TransCo, ESI or any Utility OpCo is now a party or by which they or any of
their Assets, rights or properties may be bound or have any rights under, or trigger any buy-sell
or similar agreements except, in the case of clauses (i) and (iii} above for any breach, violation,
termination, Joss, defaulkt, acceleration, change, conflict or Security Interest that would not
reasonably be expected to have, individually or in the aggregate, a Transmission Business MAE.

(b) Statutory Approvals. Other than in connection with or in
compliance with (i) the Securities Act or the Exchange Act, (ii) the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the “HSR Act”), (itf) the FERC Approvals, (iv) the pre-
approvals required by any other applicable federal, state or local regulatory agencies or
commissions {each, a “Commission” and collectively, “Commissions™) as listed in Section
2.04(b) of the Entergy Disclosure Letter (the “WNon-FERC Approvals™, (v) the rules and
regulations of the NYSE, (vi) any applicable state securities or blue sky Laws and (vii) the filing
requirements in connection with the Merger under the DLLCA (collectively, the “Entergy
Regulatory Approvals™) and subject to the accuracy of the representations and warranties of ITC
in Section 3.04(b), no authorization, consent, Order, license, Permit or approval of, or
registration, declaration, notice or filing with, or action by any Governmental Authority is
necessary or required to be obtained or made under applicable Law in connection with the
execution and delivery of this Agreement or the Other Transaction Agreements by Entergy,
TransCo, ESI or the Utility OpCos, the performance by each of Entergy, TransCo, ESI and the
Utility OpCos of its obligations hereunder or the consummation of the Transactions, except for
such authorizations, consents, approvals or filings that, if not obtained or made, would not
reasonably be expected to have, individually or in the aggregate, a Transmission Business MAE
(it being understood that references in this Agreement to “obtaining” such Entergy Regulatory
Approvals shall mean making such declarations, filings or registrations; giving such notices;
obtaining such final authorizations, consents or approvals; and having such waiting periods
expire as are necessary to avoid a violation of Law).

Section 2.05  Financial Information; Absence of Changes.

(a) Attached as Section 2.05(2) of the Entergy Disclosure Letter are
copies of the unaudited combined financial statements of the Transmission Business, inchuding
the combined balance sheets of the Transmission Business as of December 31, 2010 and as of
September 30, 2011, and the unaudited combined statements of income of the Transmission
Business for the fiscal year ended December 31, 2010 and the unaudited combined statements of
income and cash flows for the nine months ended September 30, 2011 {collectively, the
“Historical Financial Statements”). The Historical Financial Statements were prepared in good
faith and derived from the books and records of Entergy and its Subsidiaries.

{b) When delivered pursuant to Section 5.03, the Audited Financial
Statements shall present fairly in all material respects the combined balance sheets and combined
statements of income, equity and cash flows of the Transmission Business as of the dates thereof
or for the periods covered thereby, and will have been prepared in accordance with GAAP
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consistently applied based on the historic practices and accounting policies of Entergy (provided
that no exceptions or qualifications to GAAP are taken).

{c) Attached as Section 2.05(c) of the Entergy Disclosure Letter is a
statement of the Rate Base Amount of the Transmission Business as of December 31, 2010 (the
“Rate Base Statement™). The Rate Base Statement was (i) derived from the Utility OpCo’s and
ESI’s financial statements and FERC filings, and 2010 Federal income tax returns and {if)
presents fairly in all material respects the Rate Base Amount of the Transmission Business as of
the date thereof.

{d) Entergy has established and maintains disclosure controls-and
procedures and internal control over financial reporting (as such terms are defined in paragraphs
() and {f}, respectively, of Rule 13a-15 under the Exchange Act), as required by Rule 13a-15
under the Exchange Act. Entergy’s disclosure controls and procedures are reasonably designed
to ensure that all material information required to be disclosed by Entergy in the reports that it
files or furnishes under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the rules and forms of the SEC, and that all such material
information is accumulated and communicated to Entergy’s management as appropriate to allow
timely decisions regarding required disclosure and to make the certifications required pursuant to
Sections 302 and 906 of the Sarbanes-Oxley Act of 2002 ({the “Sarbanes-Oxley Act”), and all
such required certifications have been made. Entergy’s management has completed an
assessment of the effectiveness of Entergy’s internal control over financial reporting in
compliance with the requirements of Section 404 of the Sarbanes-Oxley Act for the vear ended
December 31, 2010, and such assessment concluded that such controls were effective.

{e} Section 2.05(e) of the Entergy Disclosure Letter sets forth all
material Entergy Guarantees existing as of the date of this Agreement. As of the date of this
Agreement, complete and correct copies (including all material amendments, modifications,
extensions or renewals with respect thereto) of all material Entergy Guarantees and/or related
Contracts have been provided to ITC.

{f)  Asofthe Effective Time, TransCo and its Subsidiaries will not have
any Indebtedness other than pursuant to the Financings and as may be incurred after the date
hereof in accordance with Section 4,01 {c)(v).

{g) Since September 30, 2011 to the date hereof, (i) the Transmission
Business has been conducted in the ordinary course of business consistent with past practices and
Good Utility Practice and (ii) there has not occurred a Transmission Business MAE.

{h) Except for matters reflected or reserved against on the combined
balance sheet of the Transmission Business as of the end of the fiscal quarter ended on
September 30, 2011, neither Entergy nor any of its Subsidiaries have any liabilities or obligations
of any nature that would be Transmission Liabilities and that would be required under GAAP, as
in effect on the date of this Agreement, to be reflected on a combined balance sheet of the
Transmission Business or in the notes thereto, except for liabilities and obligations that (i) were
incurred since September 30, 2011 and in the ordinary course of business, (if) are incurred in
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connection with the Transactions or (iii) would not, individually or in the aggregate, reasonably
be expected to have a Transmission Business MAE.

Section 2.06 Information to be Supplied,

(a) The information supplied or to be supplied by Entergy for inclusion
or incorporation by reference in the Entergy Filings or ITC Filings to be filed with the SEC shall
not, on the date of its filing or, in the case of the ITC Form S-4 or the TransCo Registration
Statements, at the time it becomes effective under the Securities Act or Exchange Act, as
applicable, or on the date the Proxy Statement is mailed to the ITC Sharcholders, at the time of
the ITC Shareholder Meeting and on the Distribution Date, as applicable, contain any untrue
statement of a material fact or omit to state any material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they
are made, not misleading, provided, however, that with respect to projected financial information
provided by or on behalf of Entergy, Eutergy represents only that such information was prepared
in good faith by management of Entergy on the basis of assumptions believed by such
management to be reasonable as of the time made.

(b)  All documents that Entergy or any of its Subsidiaries is responsible
for filing with any Governmental Authority after the date hereof in connection with the
Transactions will comply in all material respects with the provisions of all applicable Laws and
Orders. Ali information supplied or to be supplied by Entergy or any of its Subsidiaries in any
document, other than the Entergy Filings and the I'TC Filings, which are addressed in Section
2.06(a), filed with any Governmental Authority after the date hereof in connection with the
Transactions will be, at the time of filing, true and correct in all material respects.

Section 2.07 Litigation. There is no pending Action and to the Knowledge of
Entergy, no Person has threatened to commence any Action, including any cease and desist
letters or invitations fo take a patent license, against Entergy or any of its Subsidiaries or any of -
the Assets, rights or properties owned or used by any of them, in each case which would
reasonably be expected to have, individually or in the aggregate, a Transmission Business MAE.
Other than an Order issued by FERC that affects or governs the rates, services or other utility
operations of the Transmission Business, none of Entergy or any of its Subsidiaries; or their
respective Assets, rights or properties, is subject to any Order that would reasonably be expected
to apply to TransCo or the TransCo Subs {or any of their respective Assets, rights or properties)
following the Closing.

Section 2.08 Conpliance with Laws; Permits.

{a) Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, the Transmission Business is conducted, and
since January 1, 2010 has been conducted, in compliance with all applicable Laws and Orders.
Since January 1, 2010, neither Entergy nor any Subsidiary of Entergy has received any written
notice or, to the Knowledge of Entergy, other communication from any Governmental Authority
regarding any actual or possible violation of, or failure to comply with, any Law or Order, except
as would not reasonably be expected to have, individually or in the aggregate, a Transmission
Business MAE.
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{b) As ofthe date hereof, Entergy and its Subsidiaries are, and, as of the
Distribution Date and the Effective Time, TransCo and its Subsidiaries will be, in possession of
all franchises, grants, authorizations, licenses, permits, easements, variances, exceptions,
consents, certificates, approvals, clearances, permissions, qualifications, registrations and orders
of any Governmental Authority, and al rights under any Contract with any Governmental
Authority, necessary for the conduct of the Transmission Business as such business is currently
being conducted (the “Transmission Permits™), except where the failure to have any of the
Transmission Permits would not reasonably be expected to have, individually or in the aggregate
a Transmission Business MAE. As of the date hereof, all Transmission Permits of Entergy and
its Subsidiaries are, and as of the Distribution Date and Effective Time all Transmission Permits
of TransCo and its Subsidiaries will be, valid and in full force and effect, except where the
failure to be in full force and effect would not reasonably be expected to have, individually or in
the aggregate, a Transmission Business MAE. As ofthe date hereof, Entergy is, and each of its’
Subsidiaries is, and the Transmission Business as being conducted is, and, as of the Distribution
Date and the Effective Time, TransCo and each of its Subsidiaries are, and the Transmission
Business will be conducted, in compliance in all respects with the terms and requirements of
such Transmission Permits, except where the failure to be in compliance would not reasonably
be expected to have, individually or in the aggregate, a Transmission Business MAE.

¥

{c) Notwithstanding anything contained in Section 2.08(a), no
representation or warranty shall be deemed to be made in Section 2.08(a) in respect of Tax,
employee benefits, labor, intellectual property or environmental matters. Notwithstanding
anything to the contrary in Section 2.08(b), no representation or warranty shall be deemed to be
made in Section 2.08(b) in respect of environmental matters.

Section 2.09 Contracts.

(a) Except for this Agreement and the Other Transaction Agreements
and except as disclosed on Section 2.09(a) of the Entergy Disclosure Letter, neither Enfergy, nor
any of its Assets, rights, propetties or Subsidiaries, as of the date hereof, is a party to or bound by:

(i) any “material contract” (as such term is defined in ltem
601(b)}(10} of Regulation S-K under the Exchange Act) as such term would be appl;eci to
the Transmission Business as if a separate entity;

(ii} any non-competition Contract or other Contract that is related
to the Transmission Business and purports to limit in any material respect either the type
of business in which Entergy or any of its Subsidiaries or any of their respective
Affiliates may engage or the manner or geographic area in which any of them may so
engage in any business or contains exclusivity or non-solicitation provisions;

(iii) any Contract that limits or otherwise restricts the ability of
TransCo or any of its Subsidiaries to pay dividends or make distributions to its
sharehoiders;

(iv) any Contract relating to Intellectual Property Rights that is
primarily used in or related to the Transmission Business (excluding commercially
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available, off-the-shelf, non-exclusive licenses for software with aggregate fees of less
than $500,000);

(v) any partnership, joint venture or similar Contract relating to
the Transmission Business;

(vi) any Contract, or series of related Contracts, under which
TransCo or any TransCo Sub is or may be Hable for Indebtedness in excess of $50
million, individually or in the aggregate; ot

(vii) any Contract that relates to collective bargaining or similar
Jabor Contracts which cover any employees of Entergy or its Affiliates engaged in work
related to the Transmission Business.

All Contracts of the type described in this Section 2.09(a) and any other such Contracts that may
be entered into by Entergy or any Subsidiary of Entergy after the date hereof and prior to the
Effective Time in accordance with Section 4.0 are referred to herein as “TransCo Material
Contracts.” As of the date of this Agreement, complete and correct copies (including all material
amendments, modifications, extensions or renewals with respect thereto) of all TransCo Material
Contracts have been provided to ITC.

{b) Each TransCo Material Contract is a legal, valid and binding
obligation of, and enforceable against, Entergy or any Subsidiary of Entergy that is a party
thereto, and, to the Knowledge of Entergy, each other party thereto, and is in full force and effect
in accordance with its terms, except for (i) terminations or expirations at the end of the stated
term in the ordinary course of business consistent with past practice or (i) such failures to be
tegal, valid and binding or to be in full force and effect as would not reasonably be expected to
have, individually or in the aggregate, a Transmission Business MAE, in each case subject to (A)
Laws of general application relating to bankruptcy, insolvency, reorganization, moratorium or
other similar Laws, now or hereafter in effect, relating to creditors’ rights generaily and (B) rules
of Law governing equitable remedies of specific performance, injunctive relief and other
equitable remedies.

(¢} Entergy and each of its Subsidiaries which is a party to any TransCo
Material Contract is in compliance with all terms and requirements of each TransCo Material
Contract, and no event has occurred that, with notice or the passage of time, or both, would
constitute a breach or default by Entergy or any of its Subsidiaries under any such TransCo
Material Contract, and, to the Knowledge of Entergy, no other party to any TransCo Material
Contract is in breach or default (nor has any event occurred which, with notice or the passage of
time, or both, would constitute such a breach or default) under any TransCo Material Contract,
except in each case where such violation, breach, default or event of default would not
reasonably be expected to have, individually or in the aggregate, a Transmission Business MAE.

Section 2.10  Employees and Emplovee Benefits: Labor.

{a) Section 2.10(a) of the Entergy Disclosure Letter lists all material
compensation or employee benefit plans, programs, policies, agreements or other arrangements,
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whether or not “employee benefit plans™ (within the meaning of Section 3(3) of ERISA, whether
or not subject to ERISA), providing cash~ or equity-based incentives, health, medical, dental,
disability, accident or life insurance benefits or vacation, severance, retention, change in control,
termination, deferred compensation, individual employment or consulting, retirement, pension or
savings benefits, supplemental income, retiree benefit, fringe benefit (whether or not taxable), or
employee loans, that are sponsored, maintained or contributed to by Entergy or any trade or
business, whether or not incorporated, that together with Entergy would be deemed a single
employer under Section 4001(b) of ERISA (an “Entergy ERISA Affjliate™) for the benefit of any
TransCo Employee (the “Transmission Benefit Plans™). '

(b)  With respect to each Transmission Benefit Plan, Entergy has made
avatilable to ITC complete copies of each of the following documents: (i) the Transmission
Benefit Plans (including all amendments thereto), (ii) the most recent annual report and actuarial
report, if required under ERISA or the Code, (iii) the most recent Summary Plan Description,
together with each Summary of Material Modifications, if required under ERISA, (iv) if the
Transmission Benefit Plan is funded through a trust or any third-party funding vehicle, the trust
or other funding agreement (including all amendments thereto) and the most recent financial
statements thereof and (v) the most recent determination letter received from the IRS with
respect to each Transmission Benefit Plan that is intended to be qualified under Section 401(a) of
the Code,

{c)  Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, each Transmission Benefit Plan has been
established, operated and adminisiered in all respects in accordance with its terms and all
applicable Laws, including ERISA and the Code, and each of Entergy and its Subsidiaries and
any Entergy ERISA Affiliate has performed all material obligations required to be performed by
it in connection with the Transmission Benefit Plans. Each Transmission Benefit Plan intended
to be “qualified” within the meaning of Section 401(a) of the Code, is the subject of a favorable
determination letter from the IRS as to its qualification and, to the Knowledge of Entergy, no
event has occurred or condition exists that could reasonably be expected to result in the
disqualification of such Transmission Benefit Plan or the imposition of any material penalty or
tax under ERISA or the Code. '

(d)  Other than routine claims for benefits, no liability under Title IV of
ERISA has been incurred by Entergy or any of its Subsidiaries that has not been satisfied in fuil
when due, and no condition exists that could reasonably be expected to have a material Hability
to Entergy or its Subsidiaries under Title IV of ERISA. Neither Entergy, its Subsidiaries nor any
Entergy ERISA Affiliate contributes to or has an obligation to contribute to, nor has at any time
contributed fo or had an obligation to contribute to (on a contingent basis or otherwise), a
“multiemployer plan” within the meaning of Section 3(37) of ERISA.

(¢) Except as contemplated in the Other Transaction Agresments, the
consummation of the Transactions (including the Merger) will not (i) entitle any TransCo
Employee or former employee of the Transmission Business to severance, retention or change in
control pay, tax gross-up, unemployment compensation or any other payment or (if) accelerate
the time of payment or vesting, or increase the amount, of severance, compensation or equity or
any other benefit due any TransCo Employee or such former employee.
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(f)  Except as would not reasonably be expected to have, individualty or
in the aggregate, a Transmission Business MAE, (i) there are no pending or, to the Knowledge of
Entergy, threatened actions, suits or claims against, by or on behalf of, or any lens filed against
or with respect to, any of the Transmission Benefit Plans or otherwise involving any
Transmission Benefit Plan, (i) to the Knowledge of Entergy, no facts or circumstances exist that
could give rise to any such actions, suits or claims and (iii} no administrative imvestigation, audit
or other administrative proceeding by the Department of Labor, the Pension Benefit Guaranty
Corporation, the IRS or other governmental agencies are pending, or to the Knowledge of
Entergy, threatened.

(g) Neither Entergy nor any of its Subsidiaries is a party to any
agreement, contract or arrangement that could result, separately or in the aggregate, in the
payment to TransCo Employees of any “excess parachute payments” within the meaning.of
Section 280G of the Code. The Transactions do not constitute a “change in ownership or
control” with respect to Entergy within the meaning of Section 280G of the Code.

() No Transmission Benefit Plan provides benefits, including death or
medical benefits (whether or not insured), with respect to any TransCo Employee beyond their
retirement from service or other termination of service, other than (i) coverage mandated solely
by applicable Law, (ii) death benefits or retirement benefits under any “employee pension benefit
plan” (as defined in Section 3(2) of ERISA), (iii) deferred compensation benefits accrued as
liabilities on the books of Entergy or its Subsidiaries or (iv) benefits the full costs of which are
borne by the current or former employee or his or her beneficiary.

(iy  With respect to any TransCo Employee, neither Entergy nor its
Subsidiaries have received any notice of breach of Section 409A of the Code which individually
ot in the aggregate could reasonably be expected to result in any liability to any such TransCo
Employee or Entergy or its Subsidiaries. There are no agreements or arrangements under which
Entergy or its Subsidiaries has any liability for a “gross up” or similar payment in respect of any
amount of “additional tax” that may become payable under Section 409A of the Code,

(i)  Except as set forth in Section 2.10(j} of the Entergy Disclosure
Letter, and solely with respect to the TransCo Employees: (i) neither Entergy nor any of its
Subsidiaries is a party to any Collective Bargaining Agreement or other Contract with any labor
organization or other representative of any of such employees, nor is any such Contract presently
being negotiated, (ii) to the Knowledge of Entergy or any of its Subsidiaries, no campaigns are
being conducted to solicit cards from any of such employees to authorize representation by any
labor organization, and no such campaigns have been conducted within the past three (3) vears,
(iii) no labor strike, slowdown, work stoppage, dispute, lockout or other labor controversy is in
effect or, to the Knowledge of Entergy or any of its Subsidiaries, threatened, and neither Entergy
nor any of its Subsidiaries has experienced any such labor controversy within the past three (3)
years, (iv) no unfair labor practice charge or complaint is pending or, to the Knowledge of
Entergy or any of its Subsidiaries, threatened, except as would not reasonably be expected to
have, individually or in the aggregate, a Transmission Business MAE, (V) no grievance or
arbitration proceeding is pending or, to the Knowledge of Entergy or any of its Subsidiaries,
threatened which, if adversely decided, may reasonably be expected to, individually or in the
aggregate, have a Transmission Business MAE, (vi) no action, complaint, charge, inquiry,
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proceeding or investigation by or on behalf of any employee, prospective employee, former
employee, labor organization or other representative of such employees is pending or, to the
Knowledge of Entergy or any of its Subsidiaries, threatened which, if adversely decided; may
reasonably be expected to, individually or in the aggregate, have a Transmission Business MAE,
(vii) neither Entergy nor any of its Subsidiaries is a party to, or otherwise bound by, any consent
decree with, or citation by, any Governmental Authority relating to employees or employment
practices, (viii} Entergy and each of its Subsidiaries is in compliance with all applicable laws,
Contracts, policies, plans, and programs relating to employment, employment practices,
compensation, benefits, hours, terms and conditions of employment, and the termination of
employment, including but not limited to the proper classification of such employees as exempt
from overtime compensation requirements, the proper classification of individuals as contractors
or consultants, and any obligations pursuant to the Worker Adjustment and Retraining
Notification Act of 1988 or other similar laws, except as would not reasonably be expected to
have, individually or in the aggregate, a Transmission Business MAE and (ix) neither Entergy
nor any of its Subsidiaries has closed any plant or facility, effectuated any layoffs of such
employees or implemented any early retirement, separation or window program within the past
three (3) years, nor has Entergy or any of its Subsidiaries planned or announced any such action
or program for the future. No TransCo Employee who is subject to a Collective Bargaining
Agreement is represented by a union local that is not party to one of the Collective Bargaining
Agreements listed in Section 2.09(a)(vii) of the Entergy Disclosure Letter.

Section 2.11  Title to Transmission Assets: Sufficiency of Assets.

{(a) Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, as of immediately prior to the Effective Time,
taking into account the terms of the Transition Services Agreement and subject to any limitations
or requirements imposed by an Acceptable RTO, TransCo and the TransCo Subs (as applicable) -
will have good, valid and marketable title to, or valid Jeasehold interests in or valid right to use,
all Transmission Assets, in each case as such property, rights or Assets are currently bemg used
free and clear of ail Security Interests, other than Permitied Encumbrances.

{by The Assets, properties and rights of TransCo and the TransCo Subs
(as applicable) as of the Effective Time (assuming the consummation of the Utility OpCo.
Contributions), together with the licenses and services to be made available pursuant to this
Agreement and the Other Transaction Agreements and subject to any limitations or requirements
imposed by an Acceptable RTO, will be sufficient to permit the Surviving Company and its
Subsidiaries to operate the Transmission Business independent from Entergy and its Subsidiaries
immediately following the Effective Time (i} in all material respects in compliance with all
applicable Laws and Orders, (ii) in a manner substantially consistent with the operation of the
Transmission Business on the date hereof and immediately prior to the Effective Time (subject to
such changes solely resulting from the Regulatory Approvals or from the fact that the
Transmission Business will operate on a standalone basis after the Closing) and (iii} in
accordance with Good Utility Practice.

(¢)  Asofthe date of this Agreement, no Person, other than Entergy and
its Subsidiaries, has any ownership interest in any Transmission Asset or any purchase option,
right of first refusal or any similar right with respect to any Transmission Asset.
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Section 2.12  Environmental Matters.

(a) Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, as it relates to the Transmission Business;

(i} there is no pending or, to the Knowledge of Entergy,
threatened, claim, Jawsuit, administrative proceeding, investigation or request for
information against Entergy or any of its Subsidiaries, under or pursuant to any
Environmental Law or relating to Hazardous Materials, and neither Entergy nor any
Subsidiary of Entergy has received written notice from any Person or Governmental .
Authority alleging that Entergy has been or is in viclation or potentially in violation.of
any applicable Environmental Law or otherwise may be liable under any applicable
Environmental Law or relating to Hazardous Materials, which violation or liability is
unresolved, and, to the Knowledge of Entergy, there are no facts, events or
circumstances that would reasonably be expected to result in any such claim;

(i) Entergy and its Subsidiaries are and have been in compliance
with all applicable Environmental Laws and with all material permits, licenses and
approvals required under Environmental Laws for the conduct of their businesses or the
operation of their facilities as presently conducted or operated, and, to the Knowledge of
Entergy, there are no facts, events, circumstances or changes in legal requirements that
would reasonably be expected to prevent the Transmission Business from complying
with Environmental Laws;

(iiiy Entergy and its Subsidiaries have all material permits,
licenses and approvals required under Environmental Law for the operation of their
businesses and the operation of their facilities, all such permits, licenses and approvals
are in effect, and, to the Knowledge of Entergy, there is no actual or alleged proceeding
to revoke, modify, terminate or not renew any such permits, licenses and approvals and
no reasonable basis for any such proceeding;

{(iv) tothe Knowledge of Entergy, there has been no Release (that
are not Excluded Liabilities) of Hazardous Materials at any real property currently or
formerly owned, leased, or operated by Entergy or any of its Subsidiaries or at any other
location (including any location to which Hazardous Materials have been sent for reuse
or recycling, or for treatment, storage or disposal) in concentrations or amounts or under
conditions or circumstances that (A) would reasonably be expected to result in Liability
to Entergy or any of its Subsidiaries under any Environmental Law or would otherwise
interfere with operations of Entergy or any of its Subsidiaries as currently conducted and
planned or (B) would requite reporting, investigation, remediation, or other corrective or
response action by Entergy or any of its Subsidiaries under any Environmental Law and
that has not otherwise been addressed through such reporting, investigation, remediation,
or other corrective or response action by Entergy or any of its Subsidiaries; and

{v} neither Entergy nor any of its Subsidiaries is party to any
order, judgment or decree that imposes any obligations under any Environmental Law,
and to the Knowledge of Entergy, neither Entergy nor any of its Subsidiaries has assumed
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or retained any obligations under Environmental Law or relating to Hazardous Materials
that could reasonably be expected to adversely affect the Transmission Business.

(b) The representations and warranties set forth herein and in Sections
2.04,2.05, 2.06 and 216 are Entergy’s sole representations and warranties relating to
Environmental Law, the environment and Hazardous Materials.

Section 2.13  Taxes. Except as would not reasonably be expected to have,
individually or in the aggregate, a Transmission Business MAE: :

(a) Entergy and its Subsidiaries have paid or withheld all Taxes,
including withholding Taxes, required to be paid or withheld by them;

(b} none of the Transmission Business, the Transmission Assets, the
Transmission Liabilities, or any other Asset of Entergy or any of its Subsidiaries is subject to any
security interest, pledge, lien, or other encumbrance for Taxes, and no outstanding claims for
Taxes have been asserted in writing with respect to Entergy or any of its Subsidiaries;

(c) TransCo and each legal entity that is transferred to TransCo in the
Internal Restructuring (including, without limitation, each TransCo Sub} is newly formed solely
for purposes of the Separation;

(d) the Transmission Assets have a basis for United States federal
income tax purposes, as of December 31, 2010, of at least the amount set forth on Section 2,13(d)
of the Entergy Disclosure Letter; and

{e) neither Entergy nor any of its Subsidiaries has taken any action or
has Knowledge of any fact or circumstance that could reasonably be expected to prevent the
Merger from qualifying as a reorganization within the meaning of Section 363({a) of the Code.

Section 2.14 Regulatory.

(2) Regulation as a Utihity. Each of the Utility OpCos is regulated as a
public utility or public service company {or similar designation) by the FERC and (i) Entergy
Arkansas, Inc. is subject to regulation as a public utility in the States of Arkansas and Tennessee,
(ii) Entergy Gulf States Louisiana, L.L.C., is subject to regulation as a public utility in the State
of Louisiana, (iii) Entergy Louisiana, LLC is subject to regulation as a public utility in the State
of Louisiana and the City of New Orleans, Louisiana, (iv) Entergy Mississippi, Inc. is subject to
regulation as a public utility in the State of Mississippi, (v) Entergy New Orleans, Inc. is subject
to regulation as a public utility in the City of New Orleans, Louisiana and (vi) Entergy Texas, Inc.
is subject to regulation as a public utility by the PUCT in the State of Texas and several
municipalities within the State of Texas.

(b) Regulatory Proceedings. None of the Utility OpCos, all or part of
whose rates or services are regulated by a Governmental Authority, (i} is a party to any rate
proceeding before a Governmental Authority with respect to rates charged by such Utility OpCo
for Transmission services other than in the ordinary course consistent with past practice, (i} has
rates for Transmission services in any amounts that have been or are being collected subject to
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refund, pending final resolution of any rate proceeding pending before 2 Governmental Authority
or on appeal to a court (other than rates based on estimated costs and/or revenues that are subject
to adjustment once the actual costs and/or revenues become known) or (iii) is a party to any
contract with any Governmental Authority for Transmission services entered into other than in
the ordinary course consistent with past practice imposing conditions on rates or services in
effect as of the date of this Agreement or which, to the Knowledge of Entergy, are as of the date
of this Agreement scheduled to go into effect at a later time, except in the case of clauses (i)
through (iit) that would not, individually or in the aggregate, reasonably be expected to have a
Transmission Business MAE.

{c) Utility Reports. With respect to the Transmission Business, all
filings {other than immaterial filings) required to be made by Entergy or any of the Utility OpCos
since January 1, 2009, with the FERC under the FPA or the Public Utility Holding Company Act
of 2005, the Department of Energy and any applicable Commissions, as the case may be, have
been made, including all forms, statements, reports, agreements and all documents, exhibits,
amendments and supplements appertaining thereto, including all rates, tariffs and related
documents, and all such filings complied, as of their respective dates, with all applicable
requirements of applicable statutes and the rules and regulations thereunder, except for filings the
failure of which to make or the failure of which to make in compliance with all applicable
requirements of applicable statutes and the rules and regulations thereunder, would not
reasonably be expected to have, individually or in the aggregate, a Transmission Business MAE.

Section 2,15 Intellectual Property Related to the Transmission Business. Except
as would not reasonably be expected to have, individually or in the aggregate, a Transmission
Business MAE: (a) the Transmission Business as currently conducted by Entergy and its
Subsidiaries does not infringe, misappropriate or otherwise violate any Intellectual Property
Rights of any third party In any material respect and (b) no third party is infringing,
misappropriating or violating any Intellectual Property Rights used in the Transmission Business
and owned or exclusively Heensed by or to Entergy and its Subsidiaries. Entergy or its
Subsidiaries exclusively own, free of all Security Interests or adverse rights or interests of third
parties, their material proprietary Intellectual Property Rights, and own or have a right to use all
other Intellectual Property Rights used in the Transmission Business as currently conducted
(“Transmission Business IP”). All applications and registrations for Transmission Business IP
that is owned by Entergy or its Subsidiaries are subsisting and unexpired and, to Entergy’s
Knowledge, valid and enforceable. Entergy and its Subsidiaries take all reasonable actions to
maintain and protect the Transmission Business IP and the security, contents and operation of
their material software and systems, and to Entergy’s Knowledge, there have been no material
violations of same within the last two (2) years.

Section 2.16  Insurance. Section 2.16 of the Entergy Disclosure Letter lists all
material insurance policies, insurance Contracts or self-insurance programs obtained within the
past two (2) years and owned or held by Entergy or its Subsidiaries as of the date of this
Agreement which cover the Transmission Business or its Assets, properties or personnel with
respect to the operation or conduct of the Transmission Business, including policies of fire and
casualty, liability and other forms of insurance and/or insurance arrangements made by Entergy
and/or its Subsidiaries including any self-insurance programs. All such insurance policies,
Contracts and self-insurance programs are in such amounts, with such deductibles and against
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such risks and losses as are, in Entergy’s judgment, reasonable for the business and Assets ofthe
Transmission Business. Except as would not be reasonably expected to have a Transmission
Business MAE, all such policies are in full force and effect, no invoiced premiums are overdue
for payment, and no notice of cancellation or termination has been received by Entergy or any
Subsidiary with respect to any such policy which has not been replaced on substantially similar
terms prior to the date of such cancellation or termination. For the avoidance of doubt; while no
policy of insurance of Entergy or any of its Subsidiaries is being transferred in the Separation,
the Transmission Business retains all rights under each policy of insurance of Entergy or any of
its Subsidiaries under which the Transmission Business is or was insured prior to the Closing.

Section 2.17 Broker’s or Finder’s Fee. Except for Goldman, Sachs & Company
(the fees and expenses of which will be the responsibility of Entergy), neither Entergy nor any of
its Subsidiaries has employed any investment banker, broker or finder in connection with the
Transactions who might be entitled to any fee or any comumission in connection with or upon
cansummation of the Merger or the Transactions.

Section 2.18  Real Property.

() Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, as of immediately prior to the Effective Time,
taking into account the terms of the Transition Services Agreement, TransCo or the TransCo
Subs {as applicable) will have good, valid and marketable title to all of the TransCo Real
Property and other real property that is included in the Transmission Assets {excluding
Transmission Land Rights) free and clear of all Security Interests other than Permitted
Encumbrances. :

{b) Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, (A) as of the date hereof, with respect to the
leases set forth on Schedule 3.05(a)(viii) to the Separation Agreement and (B) as of immediately
prior to the Effective Time, with respect to all real property leases and subleases that are
included in the Transmission Assets (other than Transmission Land Rights), in each case, (i} .
each is enforceable in accordance with its terms, except insofar as such enforceability may be
limited by applicable bankruptey, insolvency, reorganization, moratorium or similar Laws
affecting creditors’ rights generally, or by principles governing the availability of equitable
remedies, (i) there exists no default or breach on the part of any member of the Entergy Group
and to the Knowledge of Entergy, on the part of any third party, (iii} no event has occurred which,
with or without the giving of notice or lapse of time, or both, would constitute such a default or
breach on the part of any member of the Entergy Group and to the Knowledge of Entergy, on the
part of any third party, and (iv) there has been no collateral assignment or other security interest
and they are not subject to any Security Interests other than Permitted Encumbrances.

{c} Except as would not reasonably be expected to have, individually or
in the aggregate, a Transmission Business MAE, as of immediately prior to the Effective Time,
taking into account the terms of the Transition Services Agreement, and subject to obtaining the
Transmission Land Right Consents, TransCo or the TransCo Subs (as applicable) will be
lawfully possessed of the Transmission Land Rights free and clear of all Security Interests other
than Permitted Encumbrances.
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Section 2.19  Ne Other Representations or Warranties. ENTERGY (ON
BEHALF OF JTSELF AND EACH OTHER MEMBER OF THE ENTERGY GROUP)
ACKNOWLEDGES THAT NEITHER I'TC NOR MERGER SUB MAKES ANY
REPRESENTATION OR WARRANTY AS TO ANY MATTER WHATSOEVER EXCEPT AS
EXPRESSLY SET FORTH IN THIS AGREEMENT OR IN ANY CERTIFICATE
DELIVERED BY ITC OR MERGER SUB TO ENTERGY IN ACCORDANCE WITH THE
TERMS HEREOF, AND SPECIFICALLY (BUT WITHOUT LIMITING THE GENERALITY
OF THE FOREGOING) THAT NEITHER ITC NOR MERGER SUB MAKES ANY
REPRESENTATION OR WARRANTY WITH RESPECT TO (A) ANY PROJECTIONS,
ESTIMATES OR BUDGETS DELIVERED OR MADE AVAILABLE TO ENTERGY (OR
ANY OF ITS AFFILIATES, OFFICERS, DIRECTORS, EMPLOYEES OR
REPRESENTATIVES) OF FUTURE REVENUES, RESULTS OF OPERATIONS (OR ANY
COMPONENT THEREOF), CASH FLOWS OR FINANCIAL CONDITION (OR ANY
COMPONENT THEREOF) OF ITC AND ITS SUBSIDIARIES OR (B} THE FUTURE
BUSINESS AND OPERATIONS OF ITC AND ITS SUBSIDIARIES, IN EACH CASE,
EXCEPT AS EXPRESSLY SET FORTH IN THIS AGREEMENT,

ARTICLE IIX

REPRESENTATIONS AND WARRANTIES OF ITC

ITC hereby represents and warrants to Entergy as of the date of this Agreement and as of
the Closing Date that, except as (i) set forth in the applicable section (or another section to the
extent provided in Section §.14) of the ITC Disclosure Letter or (ii) to the extent disclosed in any
report, schedule, form or other document filed with, or furnished to, the SEC by ITC and
publicly available prior to the date of this Agreement and afier January 1, 2009 (other than any
forward-fooking disclosures set forth in any risk factor section (except for any disclosure therein
related to historical facts). any disclosures in any section relating to forward-looking statements
and any other similar disclosures included therein to the extent that they are primarily cautionary
in nature): .

Section 3.01 Dwe Organization. Good Standing and Corporate Power. ITCis a
corporation duly organized, validly existing and in good standing under the Laws of the State of
Michigan and each of its Subsidiaries is a corporation or other entity duly organized, validly’
existing and in good standing under the Laws of the jurisdiction of its incorporation or
organization, and has all requisite corporate or limited liability company power and authority to ~
own, lease and operate its properties and Assets and to carry on its business as it is now being-
conducted. ITC and each of its Subsidiaries is duly qualified or licensed to do business and is in
good standing in each jurisdiction in which the property or Asset owned, leased or operated by it
or the nature of the business conducted by it makes such qualification necessary, except in siich
jurisdictions where the failure to be so qualified or licensed and in good standing would not
reasonably be expected to have, individually or in the aggregate, an ITC MAE.,

Section 3.02  Authorization of Agreement.

{a) The execution, delivery and performance of this Agreement and the
Other Transaction Agreements by each of ITC and Merger Sub, and the consummation by ITC
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and Merger Sub of the Transactions, have been duly authorized and approved by their respective
Board of Directors or Boards of Managers (and this Agreement has been adopted by I'TC as the
sole shareholder of Merger Sub), and, except as described in Section 3.07, no other corporate,
Hmited liability company or shareholder action on the part of ITC or Merger Sub is necéssary to
authorize the execution, delivery and performance of this Agreement and the Other Transaction
Agreements or the consummation of the Transactions.

(b} This Agreement and the Separation Agreement have been, and the
applicable Ancillary Agreements to which each is a party, when executed, shall be, duly
executed and delivered by each of ITC and Merger Sub, as applicable, and to the extent it is a
party thereto, each is (or when executed shall be) a legal, valid and binding obligation of ITC and
Merger Sub, as applicable, enforceable against ITC and Merger Sub, as applicable, in accordance
with their terms, except to the extent that its enforceability may be subject to applicable
bankrupicy, insolvency, reorganization, moratorium and similar Law affecting the enforcement
of creditors’ rights generally and rules of Law governing specific performance, injunctive relief
and other eguitable remedies.

Section 3.03  Capitalization.

_ (a) As ofthe date of this Agreement, the authorized capital stock of ITC
consists of 100,000,000 shares of common stock, no par value {the “ITC Common Stock™) and
10,000,000 shares of preferred stock, no par value {the “ITC Preferred Stock™). Subject fo the -
ITC Shareholder Approval and the consummation of the other Transactions, ITC’s articles of
incorporation will be amended to provide for an increase in the authorized ITC Common Stock
to an amount not less than 200,000,600 shares of ITC Common Stock {the “Charter
Amendment™). As of the date of this Agreement, (i) 51,310,565 shares of ITC Common Stock
were issued and outstanding (including shares of restricted ITC Common Stock), {ii) no shares of
ITC Common Stock were held in treasury, (iif) 6,000,000 shares of ITC Common Stock were
reserved for issuance at ITC’s discretion in connection with the Sales Agency Financing
Agreement, (iv) 2,110,239 shares of ITC Common Stock were reserved for issuance upon the
exercise of outstanding options for ITC Common Stock and (v) no shares of ITC Preferred Stock
were issued and outstanding. All issued and outstanding shares of ITC Common Stock have
been duly authorized and validly issued and are fully paid and nonassessable and were not issued
in violation of any pre-emptive rights, purchase option, call, right of first refusal or any similar
right and all shares of ITTC Common Stock reserved for issuance as noted in clauses (iii) and (iv),
when issued in accordance with the respective terms thereof. will be duly authorized, validly
issued, fully paid and nonassessable and were not issued in violation of any pre-emptive right,
purchase option, call, right of first refusal or any similar right. No shares of TTC Common Stock
are held by any Subsidiary of ITC. There are no outstanding bonds, debentures, notes or other -
indebtedness of ITC or any of its Subsidiaries having the right to vote {or convertible into, or .
exchangeable for, securities having the right to vote) on any matters on which holders of ITC
Common Stock or the holders of capital stock of any of ITC’s Subsidiaries may vote.

(b) Except as set forth in subsection (a) above, as of the date of this
Agreement, there are no outstanding options, warrants, rights, subscriptions, claims of any
character, agreements, obligations, convertible or exchangeable securities, or other commitments,
contingent or otherwise, refating to ITC Common Stock or any capital stock equivalent
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{(including shares of restricted 1TC Common Stock) or other nominal interest in ITC or any of its
Subsidiaries which relate to ITC (collectively, “ITC Equity Interests”) pursuant to which ITC or
any of its Subsidiaries is or may become obligated to issue shares of its capital stock or other
equity interests or any securities convertible into, exchangeable for, or evidencing the right to
subscribe for, any ITC Equity Interests. There are no outstanding obligations of ITC to
repurchase, redeem or otherwise acquire any outstanding securities of ITC Equity Interests.

{c) There are no voting trusts or other agreements or understandings to
which ITC or any of its Subsidiaries is a party with respect to the voting or registration of, or
restricting any person from purchasing, selling, pledging or otherwise disposing of, the capital
stock or other equity interest of ITC or any of its Subsidiaries.

(dy The authorized capital stock of Merger Sub consists of 100 units of
common membership interest (the “Merger Sub Common Units™). As ofthe date hereof, there
were Merger Sub Commeon Units issued and outstanding, all of which are, and will be
immediately prior to the Effective Time, directly owned by ITC. Merger Sub has outstanding no
option, warrant, right or any other agreement pursuant to which any person other than ITC may
acquire any equity security of Merger Sub. Merger Sub has not conducted any business prior to
the date hereof and has, and prior to the Effective Time will have, no Assets, liabilities or
obligations of any nature other than those incident to its formation and pursuant to this
Agreement and the Transactions.

Section 3.04 Consents and Approvals; No Violations.

{a) Non-Contravention. The execution and delivery of this Agreement
by each of ITC and Merger Sub and of the Separation Agreement by ITC, does not, and the
consummation of the Transactions by ITC and Merger Sub will not (with or without notice or
lapse of time or both}, subject to obtaining the ITC Shareholder Approval and the ITC
Regulatory Approvals, (i) violate or conflict with any provision of the Organizational Documents
of ITC or any of its Subsidiaries, (ii) violate or conflict with any Laws or Orders applicable to
ITC or its Subsidiaries or any of their respective Assets, rights or properties or {iii} violate,
conflict with, or result in a breach of any provision of, or constitute a default under, or trigger
any obligation to repurchase, redeem or otherwise retire indebtedness under, or resulf in the
termination of, loss of a benefit under, or accelerate the performance required by, or result ina
right of termination, cancellation, guaranteed payment or acceleration of any obligation or the
loss of a benefit under, or result in the creation of any Security Interest upon any of the material
property or Assets of ITC or any of its Subsidiaries pursuant to any provisions of any Permit or
Contract to which ITC or any of its Subsidiaries is now a party or by which they or any of their
Assets, rights or properties may be bound or have any rights under, or trigger any buy-self or
similar agreements, except, in the case of clauses (ii) and (iii) above for any breach, violation,
termination, loss, default, acceleration, change, conflict or Security Interest that would not
reasanably be expected to have, individually or in the aggregate, an ITC MAE.

(b) Statutory Approvals. Other than in connection with or in
compliance with (i} the Securities Act or the Exchange Act, (ii) the HSR Act, (iii) the FERC
Approvals, (iv) the rules and regulations of the NYSE, (v} any applicable state securities or blue
sky Laws, (vi) the Non-FERC Approvals and (vii) the filing requirements in connection with the
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Merger under the DLLCA (collectively, the “ITC Regulatory Approvals”) and subject to the
accuracy of the representations and warranties of Entergy in Section 2,04(b), no authorization,
consent, Order, license, Permit or approval of, or registration, declaration, notice or filing with,
or action by any Governmental Authority is necessary or required to be obtained or made under
applicable Law in connection with the execution and delivery of this Agreement or the Other
Transaction Agreements by ITC and Merger Sub, the performance by each of ITC and Merger
Sub of its obligations hereunder or the consummation of the Transactions, except for such
authorizations, consents, approvals or fitings that, if not obtained or made, would not reasonably
be expected to have, individually or in the aggregate, an ITC MAE (it being understood that
references in this Agreement to “obtaining” such ITC Regulatory Approvals shall mean making
such declarations, filings or registrations; giving such notices; obtaining such final authorizations,
consents or approvals; and having such waiting periods expire as are necessary to avoid a
violation of Law}.

Section 3.05 ITC SEC Filings; Financial Statements; Absence of Changes,

{a} ITC has timely filed or firnished all registration statements,
prospectuses, forms, reports and documents and related exhibits required to be filed or furnished
by it under the Securities Act or the Exchange Act, as the case may be, since December 31, 2010
through the date hereof (the “ITC SEC Filings™). The ITC SEC Filings when filed or furnished
with or to the SEC {or, if amended or supplemented, then as of the time of its most recent
amendment or supplement (as applicable)) (i) complied in all material respects in accordance
with the requirements of the Securities Act, the Exchange Act and the Sarbanes-Oxley Act, as
the case may be, and the applicable rules and regulations promulgated thereunder and (ii} did not
contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary in order to make the statements made therein, in light of the
circumstances under which they were made, not misleading. No Subsidiary of ITC is subject to
the periodic reporting requirements of the Exchange Act.

{b) ITC has established and maintains disclosure controls and
procedures and internal control over financial reporting (as such terms are defined in paragraphs
(e} and (1}, respectively, of Rule 13a-15 under the Exchange Act), as required by Rule 13a-15
under the Exchange Act. ITC’s disclosure controls and procedures are reasonably designed to
ensure that all material information required to be disclosed by ITC in the reports that it files or
furnishes under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the rules and forms of the SEC, and that all such material information is
accumulated and communicated to ITC’s management as appropriate to allow timely decisions
regarding required disclosure and to make the certifications required pursuant to Sections 302
and 906 of the Sarbanes-Oxley Act, and all such required certifications have been made. ITC’s
management has completed an assessment of the effectiveness of I'TC’s internal contiol over
financial reporting in compliance with the requirements of Section 404 of the Sarbanes-Oxley
Act for the year ended December 31, 2010, and such assessment concluded that such controls
were effective. ‘

(¢}  Each of the consolidated financial statements of ITC (including, in
each case, any notes thereto) contained in the ITC SEC Filings was prepared in accordance with
GAAP consistently applied throughout the periods covered (except as may be indicated in the
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notes thereto and except with respect to unaudited statements as permitted by Form 10-0Q under
the Exchange Act and the absence of footnote disclosures and normal and recurring adjustments,
which were not or are not expected to be, as applicable, material, individually or in the
aggregate), and each presented fairly in all material respects the consolidated financial position
and results of operations of ITC and its consolidated Subsidiaries as of the respective dates
thereof and for the respective periods indicated therein, except as otherwise noted therein
(subject, in the case of unaudited statements, to normal and recurring adjustments, whick were
not or are not expected to be, as applicable, material, individually or in the aggregate).

(d) Except for matters reflected or reserved against on the consolidated
balance sheet of ITC as of the end of the fiscal quarter ended on September 30, 2011, including
the notes thereto, neither ITC nor any of its Subsidiaries have any liabilities or obligations of any
nature that would be required under GAAP, as in effect on the date of this Agreement, to be
reflected on a consolidated balance sheet of ITC and its consolidated Subsidiaries or in the notes
thereto, except for liabilities and obligations that (i) were incurred since September 30, 2011 and
in the ordinary course of business, (ii) are incurred in connection with the Transactions or (iii)
would not, individually or in the aggregate, reasonably be expected to have an ITC MAE.

(e} Since September 30, 2011 to the date hereof, (i) there has not
occurred an ITC MAE and (ii} ITC has conducted its businesses in all material respects only in
the ordinary course of business consistent with past practices and Good Utility Practice.

Section 3.06 Information to be Supplied.

(a) The information supplied or to be supplied by ITC for inclusion in
the Entergy Filings or the ITC Filings to be filed with the SEC shall not, on the date of its filing
or, in the case of the ITC Form S-4 or the TransCo Registration Statements, at the time it
becomes effective under the Securities Act or Exchange Act, as applicable, or on the date the
Proxy Statement is mailed to the ITC Shareholders, at the time of the I'TC Shareholder Meeting
and on the Distribution Date, as applicable, contain any untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary in order to-make the
statements therein, in light of the circumstances under which they are made, not misleading,
provided, however, that with respect to projected financial information provided by or on behalf
of ITC, ITC represents only that such information was prepared in good faith by management of
ITC on the basis of assumptions believed by such management to be reasonable as of the time
made.

{by All documents that ITC is responsible for filing with any.
Governmental Authority in connection with the Transactions will comply in all material respects
with the provisions of all applicable Laws and Orders. All information supplied or to be
supplied by ITC in any document, other than the Entergy Filings and the ITC Filings, which are
addressed in Sgction 3.06(a), filed with any Governmental Authority in connection with the
Transactions will be, at the time of filing, true and correct in all material respects.
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Section 3.07 Voting Requirements: Approval: Board Approval.

{2) The affirmative vote of the holders of a majority of (i) votes entitled
to be cast by the holders of the outstanding shares of ITC Common Stock to approve the MBCA
Vote and the Charter Amendment and (ii} votes cast by the holders of the outstanding shares of
TTC Common Steck to approve the ITC Stock Issuance, are collectively referred fo herein as the
“ITC Sharcholder Approval” and are the only vote of any class or series of ITC’s capital stock
necessary to approve this Agreement, the Other Transaction Agreements and the Transactions.
‘The Board of Directors of ITC has resolved to recommend, subiject to the terms of this
Agreement, that the ITC Shareholders approve the ITC Stock Issuance, the MBCA Vote, the
Charter Amendment and the other Transactions (the “ITC Recommendation™), and such
resolutions have not been rescinded, modified or withdrawn prior to the date hereof,

{b) ITC, as the sole member of Merger Sub, has duly adopted this
Agreement and approved the Transactions.

Section 3.08 Litieation. There is no pending Action and to the Knowledge of
ITC, no Person has threatened to commence any Action, including any cease and desist letters or
invitations to take a patent license, against ITC or any of its Subsidiaries or any of the Assets,
rights or properties owned or used by any of them, in each case which would reasonably be
expected to have, individually or in the aggregate, an ITC MAE. Other than an Order issued by
FERC that affects or governs the rates, services or other utility operations of ITC, none of ITC or
any of its Subsidiaries, or their respective Assets, rights and properties, is subject to any Order
which would reasonably be expected to have, individually or in the aggregate, an ITC MAE.

Section 3.09 Compliance with Laws: Perimnits.

(a) Except as would not reasonably be expected to have, individually or
in the aggregate, an ITC MAE, the businesses of each of ITC and its Subsidiaries is being
conducted, and since January 1, 2010 has been conducted, in compliance with all applicable
Laws and Orders. Since January 1, 2010, neither ITC nor any Subsidiary of ITC has received
any written notice or, to the Knowledge of ITC, other communication from any Governmental
Authority regarding any actual or possible violation of, or failure to comply with, any Law or
Order, except as would not reasonably be expected to have, individually or in the agaregate, an
ITC MAE.

(b} ITC and its Subsidiaries are in possession of all franchises, grants,
authorizations, licenses, permits, easements, variances, exceptions, consents, certificates,
approvals, clearances, permissions, qualifications, registrations and orders of any Governmental
Authority, and ail rights under any Contract with any Governmental Authority, necessary for the
conduct of its respective business as such business is currently being conducted (the “ITC
Permits”), except where the failure to have any of the ITC Permits would not reasonably be
expected to have, individually or in the aggregate, an I'TC MAE. All ITC Permits are valid and
in full force and effect, except where the failure to be in full force and effect would not
reasonably be expected to have, individually or in the aggregate, an I'TC MAE. ITC is, and each
of its Subsidiaries is, and each of their respective businesses as being conducted is, in
compliance in all respects with the terms and requirements of such ITC Permits, except where
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the failure to be in compliance would not reasonably be expected to have, individually or in the
aggregate, an 1TC MAE.

(c) Notwithstanding anything contained in Section 3.09(a), no
representation or warranty shall be deemed to be made in Section 3.09(a) in respect of Tax,
employee benefits, labor, intellectual property or environmental matters. Notwithstanding
anything contained in Section 3.09(b), no representation or warranty shall be deemed to be made
in Section 3.09(b) in respect of environmental matters.

Section 3.10 Contracts.

(a)  Except for this Agreement and the Other Transaction Agreements
and except as disclosed on Section 3.10(a) of the ITC Disclosure Letter, neither ITC, nor any of
its Assets, rights, properties or Subsidiaries, as of the date hereof, is a party to or bound by:

(i) any “material contract” (as such term is defined in item
601(b){10) of Regulation §-K under the Exchange Act);

{(if) any non-competition Contract or other Contract that purports
to limit in any material respect either the type of business in which ITC or any of its
Subsidiaries or any of their respective Affiliates may engage or the manner or geographic
area in which any of them may so engage in any business or contains exclusivity or non- _
solicitation provisions;

(iiiy any Contract that limits or otherwise restricts the ability of
ITC or any of its Subsidiaries to pay dividends or make distributions to its shareholders;

(iv} any Contract, or a series of related Contracts, under which
ITC or any of its Subsidiaries is liable for Indebtedness in excess of $50 million,
individually or in the aggregate;

(v) any Contract that relates to collective bargaining or similar
labor Contracts which cover any employees of ITC or its Affiliates; or

(vi) any material partnership, joint venture or similar Contract.

All Contracts of the type described in this Section 3.10(a) and any other such Contracts that may
be entered into by ITC or any Subsidiary of ITC after the date hereof and prior to the Effective
Time in accordance with Section 4.02 are referred to herein as “ITC Materiai Contracts™. As of
the date of this Agreement, complete and correct copies (including all material amendments,
modifications, extensions or renewals with respect thereto) of all 1TC Material Contracts have
been provided to Entergy.

(b) Each ITC Material Contract is a legal, valid and binding obligation
of, and enforceable against, ITC or any Subsidiary of ITC that is a party thereto, and, to the
Knowledge of ITC, each other party thereto, and is in full force and effect in accordance with its
terms, except for (i) terminations or expirations at the end of the stated term in the ordinary
course of business consistent with past practice or (ii) such failures to be legal, valid and binding
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or to be in full force and effect as would not reasonably be expected to have, individually or in

the aggregate, an ITC MAE, in each case subject to (A) Laws of general application relating to
bankruptcy, insolvency, reorganization, moratorfum or other similar Laws, now or hereafter in

effect, relating to creditors’ rights generally and (B) rules of Law goveming equitable remedies
of specific performance, injunctive relief and other equitable remedies.

{c) ITC and each of its Subsidiaries which is a party to any ITC
Material Contract is in compliance with all terms and requirements of each 1TC Material
Contract, and no event has occurred that, with notice or the passage of time, or both, would
constitute a breach or default by ITC or any of its Subsidiaries under any such ITC Material
Contract, and, to the Knowledge of ITC, no other party to any ITC Material Contract is in breach
or default (nor has any event occurred which, with notice or the passage of time, or both, would
constitute such a breach or default) under any ITC Material Contract, except in each case where
such vielation, breach, default or event of default would not reasonably be expected to have,
individually or in the aggregate, an [TC MAE.

Section 3.11 Emplovees and Emplovee Benefits: Labor.

{a}  Section 3.11{a) of the ITC Disclosure Letter lists all material
compensation or employee benefit plans, programs, policies, agreements or other arrangements,
whether or not “employee benefit plans” (within the meaning of Section 3(3) of ERISA, whether
or not subject to ERISA). providing cash- or equity-based incentives, health, medical, dental,
disability, accident or life insurance benefits or vacation, severance, retention, change in control,
termination, deferred compensation, individual employment or consulting, retirement, pension or
savings benefits, supplemental income, retiree benefit, fringe benefit (whether or not taxable)
that are sponsored, maintained or contributed to by ITC or any trade or business, whether or not
incorporated, that together with ITC would be deemed a single employer under Section 4001 (b)
of ERISA (an “ITC ERISA Affiliate™) for the benefit of current or former employees or directors
of ITC or any of its Subsidiaries (the “ITC Benefit Plans™).

(b} With respect to each ITC Benefit Plan, ITC has made available to
Entergy complete copies of each of the following documents: (i) the ITC Benefit Plan (including
all amendments thereto), (ii) the most recent annual report and actuarial report, if required under
ERISA or the Code, (iii) the most recent Summary Plan Description, together with each
Summary of Material Modifications, if required under ERISA, (iv) if the ITC Benefit Plan is
funded through a trust or any third party funding vehicle, the trust or other funding agreement
(including all amendments thereto) and the most recent financial statements thereof and (v) the
most recent determination letter received from the IRS with respect to each 1TC Benefit Plan that
is intended to be qualified under Section 401(a) of the Code.

(c)  Except as would not reasonably be expected to have, individually or
in the aggregate, an ITC MAE, each ITC Benefit Plan has been established, operated and
administered in all respects in accordance with its terms and all applicable Laws, including
ERISA and the Code and ITC and each of its Subsidiaries and any ITC ERISA Affiliate has
performed all material obligations required to be performed by it in connection with the ITC
Benefit Plans. Each ITC Benefit Plan intended to be “qualified” within the meaning of Section
401(a) of the Code is the subject of a favorable determination letter from the IRS as to its
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qualification and, to the Knowledge of ITC, no event has occurred or condition exists that could
reasonably be expected to result in the disqualification of such ITC Benefit Plan or the
imposition of any material penalty or tax under ERISA or the Code.

(d) Other than routine claims for benefits, no liability under Title 1V of
ERISA has been incurred by TTC or any its Subsidiaries that has not been satisfied in full when
due, and no condition exists that could reasonably be expected to result in a material liability to
ITC or its Subsidiaries under Title IV of ERISA. Neither ITC, its Subsidiaries nor any ITC
ERISA Affiliate contributes to or has an obligation to contribute to, nor has at any time
contributed to or had an obligation to contribute to (on a contingent basis or otherwise), a
“multiemployer plan” within the meaning of Section 3{37) of ERISA.

{e) The consummation of the Merger will not (i) entitle any current or
former employee or director of ITC or any of its Subsidiaries to severance, retention or change in
control pay, tax gross-up, unemployment compensation or any other payment or (ii) accelerate
the time of payment or vesting, or increase the amount, of severance, compensation or equity or
any other benefit due any such current or former employee or director.

(fi  Except as would not reasonably be expected to have, individually or
in the aggregate, an ITC MAE, (i) there are no pending or, to the Knowledge of ITC, threatened
actions, suits or claims against, by or on behalf of, or any liens filed against or with respect to,
any of the ITC Benefit Plans or otherwise involving any ITC Benefit Plan, (i) to the Knowledge
of ITC, no facts or circumstances exist that could give rise to any such actions, suits or claims
and (iii) no administrative investigation, audit or other administrative proceeding by the
Department of Labor, the Pension Benefit Guaranty Corporation, the IRS or other governmenta}
agencies are pending, or to the Knowledge of ITC, threatened,

{g) Neither ITC nor any of its Subsidiaries is a party to any agreement,
contract or arrangement that could result, separately or in the aggregate, in the payment of any
“excess parachute payments” within the meaning of Section 280G of the Code,

{h) No ITC Benefit Plan provides benefits, including death or medical
benefits (whether or not insured), with respect to current or former employees or directors of ITC
or any of its Subsidiaries beyond their retirement or other termination of service, other than (i)
coverage mandated solely by applicable Law, (ii) death benefits or retirement benefits under any
“employee pension benefit plan” (as defined in Section 3(2) of ERISA), (iii) deferred
compensation benefits accrued as liabilities on the books of ITC or its Subsidiaries or (iv)
benefits the full costs of which are borne by the current or former employee or director or his or
her beneficiary,

{(iy Except as set forth in Section 3.11(1) of the ITC Disclosure Letter:
(i) neither ITC nor any of its Subsidiaries is a party to any collective bargaining agreement or
other Contract with any labor organization or other representative of any of the employees, nor is
any such Contract presently being negotiated, (ii} to the Knowledge of ITC or any of its
Subsidiaries, no campaigns are being conducted to solicit cards from any of the employees to
authorize representation by any labor organization, and no such campaigns have been conducted
within the past three (3) years, (iii) no labor strike, slowdown, work stoppage, dispute, lockout or
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other labor controversy is in effect or, to the Knowledge of ITC or any of its Subsidiaries,
threatened, and neither ITC nor any of its Subsidiaries has experienced any such labor
controversy within the past three (3} years, (iv) no unfair labor practice charge or complaint is
pending or, to the Knowledge of ITC or any of its Subsidiaries, threatened, except as would not
reasonably be expected to have, individually or in the aggregate, an ITC MAE, (v) no grievance
or arbitration proceeding is pending or, to the Knowledge of ITC or any of its Subsidiaries,
threatened which, if adversely decided, may reasonably be expected, individually or in the
aggregate, to create an ITC MAE, (vi) no action, complaint, charge, inquiry, proceeding or
investigation by or on behalf of any employee, prospective employee, former employee, labor
organization or other representative of such employee is pending or, to the Knowledge of ITC or
any of its Subsidiaries, threatened which, if adversely decided, may reasonably be expected to,
individually or in the aggregate, have an ITC MAE, (vii) neither ITC nor any of its Subsidiaries
is a party to, or otherwise bound by, any consent decree with, or citation by, any Governmental
Authority relating to employees or employment practices, (viii) ITC and each of its Subsidiaries
is in compliance with all applicable laws, Contracts, policies, plans, and programs rélating to
employment, employment practices, compensation, benefits, hours, terms and conditions of
employment, and the termination of employment, including but not limited to the proper
classification of employees as exempt from overtime compensation requirements, the proper
classification of individuals as contractors or consultants, and any obligations pursuant to the
Worker Adjustment and Retraining Notification Act of 1988 or other similar laws, except as
would not reasonably be expected to have, individually or in the aggregate, an 1TC MAE, and (ix)
neither ITC nor any of its Subsidiaries has closed any plant or facility, effectuated any layoffs of
employees or implemented any early retirement, separation or window program within the past
three (3) years, nor has ITC or any of its Subsidiaries planned or announced any such action or
program for the future.

Section 3.12  Title to Assets. Except as would not be reasonably likely to have,
individually or in the aggregate, an ITC MAE, ITC and its Subsidiaries have good and valid title
to, or valid leaseheld interests in or valid right to use, all of their Assets, in each case as such
Assets are currently being used, subject to no Security Interests, except for Permitted
Encumbrances.

Section 3.13  Environmental Matters.

(a)  Except as would not reasonably be expected to have, individually or
in the aggregate, an I'TC MAE:

(i) there is no pending or, to the Knowledge of ITC, threatened,
claim, lawsuit, administrative proceeding, investigation or request for information against
ITC or any of its Subsidiaries, under or pursuant to any Environmental Law or relating to
Hazardous Materials, and neither ITC nor any Subsidiary of ITC has received written
notice from any Person or Governmental Authority alleging that ITC has been or is in
violation or potentially in violation of any applicable Environmental Law or otherwise
may be liable under any applicable Environmental Law or relating to Hazardous
Materials, which vielation or liability is unresolved, and to the Knowledge of ITC, there
are no facts, events or circumstances that would reasonably be expected to result in any
such claim, Lawsuit, administrative proceeding, investigation or request for information;
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{ii) ITC and its Subsidiaries are and have been in compliance
with all applicable Environmental Laws and with ail material permits, Hcenses and
approvals required under Environmental Laws for the conduct of their businesses or the
operation of their facilities as presently conducted or operated, and to the Knowledge of
ITC, there are no facts, events, circumstances or changes in legal requirements that would
reasonably be expectéd to prevent such businesses from complying with applicable
Environmental Laws;

(iiiy ITC and its Subsidiaries have all material permits, licenses
and approvals required under Environmental Law for the operation of their businesses
and the operation of their facilities, all such permits, licenses and approvals are in-effect,
and, to the Knowledge of ITC, there is no actual or alleged proceeding to revoke, modify
or not renew any such permits, licenses and approvals and no reasonable basis for any
such proceeding;

(iv) to the Knowledge of ITC, there has been no Release of
Hazardous Materials at any real property currently or formerly owned, leased, or operated
by ITC or any of its Subsidiaries or at any other location (including any location to which
Hazardous Materials have been sent for reuse or recycling, or for treatment, storage or
disposal) in concentrations or amounts or under conditions or circumslances that {A)
would reasonably be expected to result in Liability to {T'C or any of its Subsidiaries under
any Environmental Law or would otherwise interfere with operations of ITC or any of its
Subsidiaries as currently conducted and as planned or (B) would require reporting,
investigation, remediation, or other corrective or response action by ITC or any of its
Subsidiaries under any Environmental Law and that has not otherwise been addressed
through such reporting, investigation, remediation, or other corrective or response action
by ITC or any of its Subsidiaries; and

(v) neither ITC nor any of its Subsidiaries is party to any order,
judgment or decree that imposes any obligations under any Environmental Law, and to
the Knowledge of ITC, neither ITC nor any of its Subsidiaries has assumed or retained
any obligations under Environmental Law or relating to Hazardous Materials that could
reasonably be expected to adversely affect the business of TTC and its Subsidiaries.

(b) The representations and warranties set forth herein and in Sections
.08, 3.06 and 3.17 are ITC’s sole representations and warranties relating to Environmental

(e
{81

.04,

aw, the environment and Hazardous Materials.

Section 3.14 Taxes. Except as would not reasonably be expected to have, -
individually or in the aggregate, an ITC MAE:

(a) ITC and its Subsidiaries have paid or withheld all Taxes, including
withholding Taxes, required to be paid or withheld by them;

{b) none of the Assets of ITC or any of its Subsidiaries is subject to any
Security Interest for Taxes and no outstanding claims for Taxes have been asserted in writing
with respect to ITC or any of its Subsidiaries;
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(c) neither ITC nor any of its Subsidiaries has distributed stock of
another Person or had its stock distributed by another Person in a transaction that was governed
in whole or in part by Section 355 of the Code in the two (2) years prior to the date of this
Agreement;

(d) except to the extent provided for in this Agreement, the Separation
Agreement or the Ancillary Agreements or except as set forth on Section 3.14(d) of the ITC
Disclosure Letter, in the one (1) year prior to the Agreement Date, ITC has not entered into nor
been a party to any Proposed Acquisition Transaction (including approving any Proposed
Acquisition Transaction, whether for purposes of Section 203 of the DGCL or any similar
corporate statute, any “fair price” or other provision of ITC’s charter or bylaws or otherwise);

{e) neither ITC nor any of its Subsidiaries has taken any action or
knows of any fact or circumstance that could reasonably be expected to prevent the Merger from
qualifying as a reorganization within the meaning of Section 368(a} of the Code; and

(f) neither ITC nor any of its Subsidiaries owns, directly or indirectly,
any Entergy Common Stock.

Section 3.15 Regulatory.

{a) Regulation as a Utility. Each of the Regulated Operating
Subsidiaries is regulated as an independent transmission company and public wtility by FERC,
and (i} ITC Midwest is subject to specifically defined regulation as a public utility at the
Missouri Public Service Comimnission in the State of Missouri and as a transmission company at
the Minnesota Public Utilities Commission in the State of Minnesota, (ii) ITC Great Plains is
subject to specifically defined regulation as a transmission-only public utility at the Kansas
Corporation Commission and the Oklahoma Corporation Commission in the States of Kansas
and Oklahoma, respectively, and (iii) each of ITC Transmission and METC s subject to
specifically defined regulation as an independent transmission company at the Michigan Public .
Service Commission in the State of Michigan,

(b) Regulatory Proceedings. None of the Regulated Operating
Subsidiaries, all or part of whose rates or services are regulated by a Governmental Authority, (i)
is a party to any rate proceeding before a Governmental Authority with respect to rates charged
by such Regulatory Operating Subsidiary other than in the ordinary course consistent with.past
practice, (i) has rates in any amounts that have been or are being collected subject to refund,
pending final resolution of any rate proceeding pending before a Governmental Authority or on
appeal to a court (other than rates based on estimated costs and/or revenues that are subject to
adjustment once the actual costs and/or revenues become known) or (iii) is a party to any
contract with any Governmental Authority entered into other than in the ordinary course
consistent with past practice imposing conditions on rates or services in effect as of the date of
this Agreement or which, to the Knowledge of ITC, are as of the date of this Agreement
scheduled to go into effect at a later time, except in the case of clauses (i) through (iii) that would
not, individually or in the aggregate, reasonably be expected to have an ITC MAE.
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{c)  Utility Reports. Al filings (other than immaterial filings) required
to be made by ITC or any of the Regulated Operating Subsidiaries since January 1, 2009, with
the FERC under the FPA or the Public Utility Holding Company Act of 2005, the Department of
Energy and any applicable Commissions, as the case may be, have been made, including all
forms, statements, reports, agreements and all documents, exhibits, amendments and
supplements appertaining thereto, including all rates, tariffs and related documents, and all such
filings complied, as of their respective dates, with all applicable requirements of applicable
statutes and the rules and regulations thereunder, except for filings the failure of which to make
or the failure of which to make in compliance with all applicable requirements of applicable
statutes and the rules and regulations thereunder, would not reasonably be expected to have,
individually or in the aggregate, an ITC MAE.

Section 3.16  Inteilectual Property Rights. Except as would not reasonably be
expected to have, individually or in the aggregate, an ITC MAE: (a) the business of ITC and its
Subsidiaries as currently conducted by ITC and its Subsidiaries does not infringe, misappropriate
or otherwise violate any Intellectual Property Right of any third party in any material respect and
(b) no third party is infringing, misappropriating or violating any Intellectual Property Rights
owned or exclusively licensed by or to ITC or any of its Subsidiaries, ITC or its Subsidiaries
exclusively own, free of all Security Interests or adverse rights or interests of third parties, their
material proprictary Inteilectual Property Rights, and own or have a right to use all other
Intellectual Property Rights used in the business of ITC and its Subsidiaries as currently
conducted (“ITC IP™). All applications and registrations for ITC IP are subsisting and unexpired
and, to ITC Knowledge, valid and enforceable. ITC and its Subsidiaries take all reasonable
actions to maintain and protect the ITC IP and the security, contents and operation of their
material software and systems, and to ITC Knowledge, there have been no material violations of
same within the last two (2) years. '

Section 3.17  Insurance. ITC is insured under insurance policies, Contracts and
self-insurance programs, including policies of fire and casualty, liability and other forms of
insurance and/or insurance arrangements, in such amounts, with such deductibles and against
such risks and losses as are, in [TC’s judgment, reasonable for the business and Assets of ITC
and its Subsidiaries. Except as would not be reasonably expected to have an ITC MAE, all such
policies are in fill force and effect, no invoiced premiums are overdue for payment, and no
notice of cancellation or termination has been received by ITC or any Subsidiary with respect to
any such policy which has not been replaced on substantially similar terms prior to the date of
such cancellation or termination.

Section 3.18 Broker's or Finder’s Fee. Except for J.P. Morgan Securities LLC
and Barclays Capital Inc. (the fees and expenses of which will be the responsibility of ITC),
neither ITC nor any of its Subsidiaries has employed any investment banker, broker or finder in
connection with the Transactions who might be entitled to any fee or any commission in
connection with or upon consummation of the Merger or the Transactions.

Section 3.19  Opinion of Financial Advisors. The Board of Directors of ITC has
received (i) the opinion of J.P. Morgan Securities LLC, dated as of December 4, 2011,
substantially to the effect that, as of such date, and subject to the limitations and assumptions set
forth therein, the aggregate Merger Consideration is fair to ITC from a financial point of view
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and (ii) the opinion of Barclays Capital Inc., dated December 4, 2011, substantially to the effect
that, as of the date of such opinion and based on, and subject to, the limitations and assumptions
set forth therein, the Exchange Ratio is fair to ITC from a financial point of view.

Section 3.20 Real Property.

{a) Except as would not, individually or in the aggregate, reasonably be
expected to have an ITC MAE, ITC has good and valid and marketable title to all of the real
property and interests in real property that are. material to the businesses of each of ITTC and its
Subsidiaries, free and clear of all Security Interests other than Permitted Encumbrances.

{b) Except as would not, individually or in the aggregate, reasonably be
expected to have an ITC MAE, with respect to the rights in real property leases, subleases,
licenses, easements, rights-of-way, servitudes and similar agreements that are material to the
businesses of each of ITC and its Subsidiaries, (i) each is enforceable in accordance with its
terms, except insofar as such enforceability may be Limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar Laws affecting creditors® rights generally, or by principles
governing the availability of equitable remedies, (ii) there is no default or breach on the part of
any member of the ITC Group and to the Knowledge of I'TC, on the part of any third party, (iii}
no event has occurred which with or without the giving of notice or lapse of time, or both, would
constitute such a default or breach on the part of any member of the ITC Group and to the
Knowledge of ITC, on the part of any third party and (iv) there has been no collateral assignment
or other security interest and they are not subject to any Security Interest other than Permitted
Encumbrances.

Section 3.21  No Other Representations or Warranties. ITC (ON BEHALF OF
ITSELF AND EACH OTHER MEMBER OF THE ITC GROUP) UNDERSTANDS AND
AGREES THAT, EXCEPT AS EXPRESSLY SET FORTH IN THIS AGREEMENT, THE
OTHER TRANSACTION AGREEMENTS OR ANY OTHER AGREEMENT OR
DOCUMENT CONTEMPLATED BY THIS AGREEMENT OR THE OTHER
TRANSACTION AGREEMENTS (OR ANY SCHEDULES OR EXHIBITS HERETO OR
THERETOQ}, NO PARTY TO THIS AGREEMENT, ANY OTHER TRANSACTION
AGREEMENT OR ANY OTHER AGREEMENT OR DOCUMENT CONTEMPLATED BY
THIS AGREEMENT OR THE OTHER TRANSACTION AGREEMENTS, IS
REPRESENTING OR WARRANTING IN ANY WAY AS TO THE ASSETS, BUSINESSES
OR LIABILITIES CONTRIBUTED, TRANSFERRED, DISTRIBUTED, OR ASSUMED, AS
TO ANY CONSENTS OR GOVERNMENTAL APPROVALS REQUIRED IN CONNECTION
HEREWITH OR THEREWITH, AS TO THE VALUE OR FREEDOM FROM ANY
SECURITY INTERESTS OF, OR ANY OTHER MATTER CONCERNING, ANY ASSETS
OF SUCH PARTY, OR AS TO THE ABSENCE OF ANY DEFENSES OR RIGHT OF
SETOFF OR FREEDOM FROM COUNTERCLAIM WITH RESPECT TO ANY ACTION OR
OTHER ASSET, INCLUDING ACCOUNTS RECEIVABLE, OF ANY PARTY, OR AS TO
THE LEGAL SUFFICIENCY OF ANY CONTRIBUTION, DISTRIBUTION, ASSIGNMENT,
DOCUMENT, CERTIFICATE OR INSTRUMENT DELIVERED HEREUNDER TO
CONVEY TITLE TO ANY ASSET OR THING OF VALUE UPON THE EXECUTION,
DELIVERY AND FILING HEREOF OR THEREOF.
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ARTICLE IV

INTERIM OPERATING COVENANTS

Section 4.01  Conduct of Transmission Business Pending the Closing.

{a) Following the date of this Agreement and prior to the earlier of the
Effective Time and the date on which this Agreement is terminated pursuant to Section 7.0] (the
“Termination Date™), except as may be consented to in writing by ITC (which consent shall-not
be unreasonably withheld, conditioned or delayed) or as expressly required by this Agreement or
the Other Transaction Agreements or as set forth in Section 4.01 of the Entergy Disclosure Letter,
Entergy covenants and agrees that, with respect to its and its Subsidiaries’ operation of the
Transmission Business, Entergy and each of its Subsidiaries shalf conduct the Transinission
Business only in, and shall not take any action except only in accordance with, the ordinary
course of business, consistent with past practice and Good Utility Practice and shall usé their
respective commercially reasonable efforts to preserve intact their present business organizations,
to maintain in effect all existing Transmission Permits, to maintain ail material Assets that would
be Transmission Assets as of the Separation Time in accordance with Good Utility Practice, to
preserve their relationships with Governmental Authorities, key TransCo Emplovees, customers
and suppliers and others having significant business dealings with them and to comply in all
material respects with all Laws and Transmission Permits of all Governmental Authorities
apphicable to them or the Transmission Business, provided, however, that no action by Entergy
or its Subsidiaries with respect to matters specifically addressed by any provision of Section
4.01{¢c) shall be deemed a breach of this sentence unless such action would constitite a breach of
such other provision.

{b) Following the date of this Agreement and prior to the earlier of the
Effective Time and the Termination Date, neither Entergy nor any of its Subsidiaries shall take
any action or cause any action to be taken which action (i} could cause the Transactions to fail to
qualify for the Intended Tax-Free Treatment, (ii) would result in any failure to obtain the Ruling
or that could cause any of the information or representations made in the Tax Documents to be
untrue. Following the Agreement Date and prior to the earlier of the Effective Time and the
Termination Date, Entergy and members of the Entergy Group will not enter inte or be a party to
any Proposed Acquisition Transaction (including approving any Proposed Acquisition
Transaction, whether for purposes of Section 203 of the BGCL or any similar corporate statute,
any “fair price” or other provision of Entergy’s charter or bylaws or otherwise). ' '

(c) Following the date of this Agreement and prior to the earlier of the
Effective Time and the Termination Date (and without limiting the generality of Section 4.01(a}
or Section 4.01(b)), and except (A) as may be expressly permitted or required by this Agreement
or the Other Transaction Agreements, {B) as may be reqguired by Law, {C) as may be agreed to in
writing by ITC (which consent shall not be unreasonably withheld, conditioned or delayed) or (1))
as set forth on Section 4.01 of the Entergy Disclosure Letter, Entergy:

(i} shall not permit TransCo or any TransCo Sub to (x) declare,
set aside, make or pay any dividends or other distribution, payable in cash, stock,
property or otherwise, with respect to any of its capital stock or limited liability company
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membership interests or (y) enter into any agreement with respect to the voting of its
capital stock or limited Hability company membership interests or purchase or otherwise
acquire, directly or indirectly, any TransCo Equity Interests or TransCo Capital Stock;

(i) shall not, and shall not permit any of its Subsidiaries to, split,
combine, reclassify, subdivide or take similar actions with respect to any TransCo Equity
Interests or TransCo Capital Stock or any of the capital stock or limited liability company
membership interests of any TransCo Sub or issue or authorize or propose the issuance of
any TransCo Capital Stock or any TransCo Equity Interests or other securities in respect”
of, in lien of or in substitution for shares of the capital stock or limited liability company -
membership interests of TransCo or any TransCo Sub;

(iii} shall not, and shall not permit any of its Subsidiaries to, sell,
pledge, dispose of, grant, transfer, lease, license, guarantee, abandon, allow to lapse or
encumber, or authorize the sale, pledge, disposition, grant, transfer, lease, guarantee,
abandonment, allowance to lapse or encumbrance, of any Assets that are {or would
otherwise be) Transmission Assets, including the capital stock of any Subsidiaries, except
(A) transfers among TransCo and the TransCo Subs, (B) transfers among the TransCo
Subs, (C) Permitted Encumbrances or encumbrances that are released at or prior to the
Effective Time, (D} dispositions of obsolete equipment or Assets or dispositions of
Assets being retired or replaced, in each case in the ordinary course of business and
consistent with past practice and Good Utility Practice and (E) dispositions in amounts
less than §$10 million in the aggregate in any consecutive 12-month period;

(iv) except as made in connection with any transaction solely
between TransCo and any TransCo Sub or between any TransCo Subs and except for the
acquisition of Assets in the ordinary course of business and consistent with past practice
and Good Utility Practice, shall not, and shall not permit any of its Subsidiaries to,
acquire or agree to acquire (including by merger, consolidation, or acquisition of stock or
Assets) any interest in any Person or any Assets that are (or would otherwise be)
Transmission Assets, if (A) the amount to be expended thereto (including the amount of
any Indebtedness} exceeds $25 million in any one transaction (or series of related:
transactions) or $50 million in the aggregate in any consecutive 12-month period for all
such acquisitions or (B) any such acquisition is reasonably likely, individually or in the
aggregate, to materially delay the satisfaction of the condition set forth in Section 6.02(g).
or Section 6.03(g} or prevent the satisfaction of such conditions;

(v) shall not, and shall not permit any of its Subsidiaries to,
redeem, repurchase, defease, cancel or otherwise acquire or incur any Indebtedness; other
than (A) Liabilities that would be Excluded Liabilities and (B) Indebtedness pursuant to
the Financings;

(vi) shall not, and shall not permit any of its Subsidiaries to,
adopt a plan of complete or partial liquidation, dissolution, merger, consolidation,
restructuring, recapitalization or other reorganization of TransCo or the TransCo Subs, or
enter into a letter of intent or agreement in principle with respect thereto, other than the
Transactions;
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(vii) shall not, and shall not permit any of its Subsidiaries to, (A)
make any material change in its accounting or Tax reporting principles, methods or
policies, except as required by a change in GAAP or FERC accounting requirements, (B)
make, change or revoke any material Tax election or method of accounting on which Tax
reporting is based, {C} settle or compromise any material Tax claim or Tax Liability, or
enter into any material Tax closing agreements, (D) extend or waive the application of
any statute of limitations regarding the assessment or collection of any material Tax or (E)
amend any material Tax Return, in each case with respect to the Transmission Assets or
the Transmission Business; provided that if any of the actions enumerated above would
reduce the tax basis of any Transmission Assets by an amount in the aggregate in excess
of §10 million, such action shall be deemed to be material. For the avoidance of doubt
and subject to other provisions in this Agreement, this provision does not apply to
Entergy’s ability fo elect to take or forego bonus depreciation as provided under Section
168(k)(2)D)iii) of the Code;

(viii} shall not, and shall not permit any of its Subsidiaries to,
materially change- financial accounting policies or procedures or any of its methods of
reporting income, deductions or other material items for financial accounting purposes,
except as required by GAAP, FERC, SEC rule or policy or applicable Law, except to the
extent necessary to produce the Audited Financial Statements;

{(ix} shall not, and shall not permit any of its Subsidiaries to,
adopt, amend or terminate any Transmission Benefit Plans or increase the salaries, wage -
rates, target bonus opportunities or equity based compensation of, grant any severance or
termination pay or equity based compensation to, or loan or advance any money or other
property to TransCo employees, in each case except (A) in the ordinary course of
business consistent with past practice as applicable generally to Entergy Group
employees in the relevant jurisdictions, (B) in connection with the adoption or
amendment of Transmission Benefit Plans (or other practices) that are applicable
generally to Entergy Group employees in the relevant jurisdictions, or (C) as required (1)
to comply with applicable Law, (2) to comply with any Collective Bargaining Agreement
or any collective bargaining obligation, including any grievance or arbitration process
resolution, (3) by the terms of any Transmission Benefit Plan in effect on the date hereof
or (4) by the terms of any agreement of Entergy or any of its Subsidiaries in effect on the
date hereof, the existence of which agreement does not constitute a breach of any
representation, warranty or covenant in this Agreement;

(x) except as required by Law or any Collective Bargaining
Agreement or any collective bargaining obligation, including any grievance or arbitration
process resolution, shall not, and shall not permit any of its Subsidiaries to, amend,”
modify, terminate (partially or completely), grant any waiver under or give any consent
with respect to, or enter into any agreement to amend, modify, terminate (partially or
completely), grant any waiver under or give any consent with respect to, any of the
TransCo Material Contracts or enter into any Contract that if in effect on the date hereof
would be a TransCo Material Contract, provided, however, that Entergy and its
Subsidiaries may enter into any single contract covered by this subsection (x) in the
ordinary course of business consistent with past practice with a value not exceeding $10
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million, and provided, further, that for the avoidance of doubt, this subsection (x) shall
not apply to those contracts which are otherwise specifically permitted to be entered into
by TransCo or the TransCo Subs pursuant to this Section 4.01(c):

(xiy shall not, and shall not permit any of its Subsidiaries that are
engaged in the Transmission Business to, agree or consent to any material agreements or
material modifications of existing agreements or course of dealings with any
Governmental Authorities in respect of the operations of the Transmission Businesses (it
being understood that any settlements are governed by the provisions of subsection (xif)),
except (A) as required by Law to obtain or renew Transmission Permits or agreements in
the ordinary course of business consistent with past practice or (B) as may be related to
Taxes that would not be a Transmission Liability;

(xii) shall not, and shall not permit any of its Subsidiaries to, pay,
waive, release or settle any legal proceedings that (x) would be a Transmission Liability
or (z) would restrict the operation of the Transmission Business, in each case other than
payments or settlements (A} that do not exceed $3 million individually and $25 million in
the aggregate in any cansecutive 12-month period, will be paid in full by Entergy prior to
the Separation Time and only involves monetary damages or (B) that have become due
and payable prior to the date hereof (provided, however, that the exceptions set forth in
clauses (A) and (B) shall not apply to any proceedings arising out of or related to this
Agreement, the Other Transaction Agreements or the Transactions);

(xiii) (A) to the extent permitted by applicable Law, shall, and
shall cause its Subsidiaries to, on a reasonable basis, (1} discuss with ITC any material
change in its or its Subsidiaries’ regulated Transmission rates or charges, standards of
service or regulatory accounting with respect to the Transmission Business from those in
effect on the date of this Agreement or (2) consult with ITC prior to making any filing (or
any amendment thereto), or effecting any agreement, commitment, arrangement or
consent, whether written or oral, formal or informal, with respect to the Transmission
Business matters described in Section 4.01{c)(xiil)(A)(1) (other than filings to implement
rate changes in accordance with existing formula rates or any formula rate that governs
the recovery of Transmission costs at retail) and (B) shall not make, or permit any
Subsidiary to make, any filing to change its Transmission rates on file with the FERC or -
any other Commission that would, individually or in the aggregate, reasonably be
expected to have a Transmission Business MAE. Notwithstanding the foregoing, neither
Entergy nor any of its Subsidiaries shall be required to consult or have discussions with
ITC prior to (i) entering into arrangements with customers in the ordinary course of
business consistent with past practices, (i) taking any of the actions described in this
subsection (xjii) concerning pass-through charges or Transmission charges in accordance
with existing formula rates or (iii) making any filing (or any amendment thereio), or
effecting any agreement, commitment, arrangement or consent, whether written or oral,
formal or mformal, with respect to ordinary course changes in Entergy’s or its
Subsidiaries’ regulated Transmission rates or charges, standards of service or regulatory
accounting with respect to the Transmission Business;
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{xiv} shall, and shall cause its Subsidiaries, to maintain with
financially responsibie insurance companies {or through self-insurance not inconsistent
with such Party’s past practice), insurance in such amounts and against such risks and
losses as are customary for companies engaged in the utility industry and at substantially
the same levels with respect to the Transmission Assets as is in effect on the date hereof;

(xv) (A) shall not, and shall cause its Subsidiaries not to, commit
to any capital expenditure for which TransCo or any of its Subsidiaries would be Liable
for following the Closing that is not specifically set forth in Section 4.01(c){xv) of the
Entergy Disclosure Letter or that together with any other capital expenditures so incurred
is in excess of $100 million in the aggregate in any consecutive twelve (12) manth period,
excluding expenditures required in connection with prudent emergency repairs required
to avoid immediate material damage to any Assets of the Transmission Business and (B)
shall, and shall cause its Subsidiaries to, use reasonable best efforts to make capital
expenditures in accordance with the capital expenditures budget set forth in Section
4.01(c)(xv) of the Entergy Disclosure Letter, taking into account regulatory developments
and factors outside of Entergy’s control;

{xvi) shall not, and shall not permit any of TransCo or the TransCo
Subs to, amend or otherwise change its or their {as applicable) Organizational Documents,
except as expressly required by this Agreement or permitted under Article I of the
Separation Agreement;

{xvii) shall not, and shall not permit any of its Subsidiaries to, enter
into or amend any Contract or take any other action, if such Contract, amendment of a
Contract or action would reasonably be expected to prevent or materially impede,
interfere with, hinder or delay the consummation of the Transactions, including any
Contract or action inconsistent with or contrary to the receipt of all necessary approvals
from state and federal regulatory authorities to allow the Transmission Business to
become a member of an Acceptable RTO;

(xviii) shall cause the System Agreement to be amended, and seek
FERC approval of that amendment pursvant to Section 205 of the FPA, such that the
System Agreement does not apply to ITC Group or the Transmission businesses of the
ITC Group, does not direct Transmission functions to be performed by Entergy
employees or business units and otherwise does not conflict with the FERC independence
provisions applicable to the ITC Group, except that the System Agreement, as amended,
may retain such provisions as may be necessary to allocate costs among the Entergy
Subsidiaries in relation to the Transmission Business; and

(xix) shall not, and shall not permit any of its Subsidiaries to,
commit or agree, in writing or otherwise, to take any of the foregoing actions.

(d} Following the date of this Agreement and prior to the earlier of the
Effective Time and the Termination Date, Entergy covenants and agrees to use reasonable best
efforts 1o take all actions necessary to obtain any necessary regulatory approvals to effect prior to
Closing the migration of the Transmission Business to a regional transmission organization (the
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‘RTQ Migration”) that satisfies the criteria set forth in Section 4.01(d){i) of the Entergy
Disclosure Letter (an “Acceptable RTQ") and otherwise in accordance with the actions specified
in Section 4.01(d)(ii) of the Entergy Disclosure Letter and to keep ITC apprised of the status of
such RTO Migration and material developments with respect thereto, including promptly
notifying ITC following any material communications with any Governmental Authority relating
to the RTO Migration and providing ITC with a copy of any such written communications (if
requested) to the extent not prohibited by the applicable Governmental Authority. Entergy will
consult with ITC with respect to any proposal, condition or limitation that arises in such
proceedings that could reasonably be expected to have a material and adverse financial or
operational impact on TransCo or its Subsidiaries or any other member of the ITC Group after
the Closing which impact was not expressly contemplated by Section 4.01(d)(ii} of the Entergy
Disclosure Letter (an “RTOQ Adverse Impact”). Entergy will not take any action that would
reasonably be expected to cause an RTO Adverse Impact without ITC’s prior written consent
(which consent may not be unreasonably withheld, conditioned or delayed). In the event that
ITC does not grant such consent, and Entergy determines it is necessary or appropriate to take
such action nonetheless, the Parties shall negotiate for a period of thirty (30) calendar days to
reach a mutually agreeable resolution with respect to such matter. ¥ no such resolution is*
obtained, Entergy may take such specified action following the end of such thirty (30} day period,
and, provided that Entergy has complied with the terms of this Section 4.01(d), ITC’s sole
recourse with respect to such action shall be to terminate this Agreement pursuant io Section

7.01(k).

Section 4.02  Conduct of ITC Pending the Closing.

{a) Following the date of this Agreement and prior to the earlier of the
Effective Time and the Termination Date, except as may be consented fo in writing by Entergy
(which consent shall not be unreasonably withheld, conditioned or delayed) or as expressly
required by this Agreement or the Other Transaction Agreements or as set forth in Section 4.02
of the ITC Disclosure Letter, ITC covenants and agrees that each of ITC and each of its
Subsidiaries shall conduct its operations in, and shall not take any action except only in
accordance with, the ordinary course of business, consistent with past practice and Good Utility
Practice and shall use their respective commercially reasonable efforts to preserve intact their
present business organizations, to maintain in effect all existing ITC Permits, to maintain rights
and franchises, to maintain all material Assets of 1TC, to preserve their relationships with
Governmental Authorities, key employees, customers and suppliers and others having significant
business dealings with theni and to comply in all material respects with all Laws and ITC
Permits of all Governmental Authorities applicable to them, provided, however, that no action by
ITC or its Subsidiaries with respect to matters specifically addressed by any provision of Section
4.02(c) shall be deemed a breach of this sentence unless such action would constitute a breach of
such other provision,

(b} Following the date of'this Agreement and prior to the earlier of the
Effective Time and the Termination Date, neither ITC nor any of its Subsidiaries shall take any
action or cause any action to be taken which action could cause the Transactions to fail to qualify
for the Intended Tax-Free Treatment. Following the Agreement Date and prior to the eatlier of
the Effective Time and the Termination Date, ITC and members of the ITC Group will not enter
into or be a party to any Proposed Acquisition Transaction (including approving any Proposed
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Acquisition Transaction, whether for purposes of Section 203 of the DGCL or any similar
corporate statute, any “fair price” or other provision of ITC’s charter or bylaws or otherwise).
Following the date of this Agreement and prior to the earlier of the Effective Time and the
Termination Date, neither [TC nor any of its Subsidiaries shall acquire or own, directly or
indirectly, any Entergy Common Stock. For the avoidance of doubt, this Section 4.02(b) shall
not be deemed to require ITC to obtain a private letter ruling from the IRS in respect of the Tax
treatment to be accorded to the Merger.

{c) Following the date of this Agreement and prior to the earlier of the
Effective Time and the Termination Date, (and without limiting the generality of Section 4.02(a)
and Section 4.02(b)), and except (A) as may be expressly permitted or required by this
Agreement or the Other Transaction Agreements, (B) as may be required by Law, (C) as may be
agreed to in writing by Entergy (which consent shall not be unreasonably withheld, conditioned
or delayed) or (D) as set forth on Section 4.02 of the ITC Disclosure Letter, ITC:

() shall not amend or otherwise change its Organizational
Documents, except as expressly contemplated by this Agreement;

(i) shall not (A) declare, set aside, make or pay any dividends or
other distribution, payable in cash, stock, property or otherwise, with respect to any of its
capital stock (other than (1) quarterly cash dividends not to exceed the amounts set forth
in Section 4.02(c)(ii) of the ITC Disclosure Letter, declared and paid in the ordinary
course and with record dates and payment dates consistent with past practice, (2)
dividends payable by a wholly owned Subsidiary of ITC to ITC or another wholly owned
Subsidiary and (3) a Special Dividend in accordance with Section 1.03(e) or {(B) enter
any agreement with respect to the voting of its capital stock or purchase or otherwise
acquire, directly or indirectly, any FTC Equity Interests (other than (x} in connection with
a Share Repurchase in accordance with Section 1.03(e), (¥) in connection with- ITC’s
dividend reinvestment plan or (z) repurchases of ITC Common Stock as contemplated by
ITC’s Organizational Documents fom market participants holding in excess of five
percent (5%) of ITC’s voting capital stock);

(iify shall not, and shall not permit any of its Subsidiaries to, split,
combine, reclassify, subdivide or take similar actions with respect to any of the capital
stock of ITC Common Stock or any other ITC Equity Interest or issue or authorize or
propose the issuance of any shares of ITC Common Stock or any ITC Equity Interests or
other securities in respect of, in lieu of or in substitution for shares of the capital stock of
ITC or any of its Subsidiaries, other than (A) in connection with the exercise of currently
outstanding stock options and equity awards under existing ITC Benefit Plans or other
grants of stock options and equity awards under existing ITC Benefit Plans made in the
ordinary course consistent with past practice, provided, that neither the timing of vesting
or payment or the amount of such equity awards shall be affected by the transactions
contemplated by this Agreement and {B) pursuant to the Sales Agency Financing
Agreement, provided, however, that, except as required by Law, in no event shall ITC
issue any shares of I'TC Common Stock for any period after the Estimation Date that are
not reflected in the estimate of the number of shares of I'TC Common Stock on a Fully
Diluted Basis as provided for in Section 1.02;
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(iv) shall not, and shall not permit any of its Subsidiaries to, sell,
pledge, dispose of, gramt, transfer, lease, license, guarantee, abandon, allow to lapsé or
encumber, or authorize the sale, pledge, disposition, grant, transfer, lease, guarantee,
abandonment, allowance to lapse or encumbrance, of any Assets, including the capital
stock of any Subsidiaries, except (A) transfers among ITC and its wholly owned
Subsidiaries, (B) transfers among ITC’s wholly owned Subsidiaries, (C) Permitted
Encumbrances, (D) dispositions of obsolete equipment or Assets or dispositions of Assets
being retired or replaced, in each case in the ordinary course of business and consistent
with past practice and Good Utility Practice, (E) dispositions, pledges and/or
encumbrances relating to Indebtedness referenced under Section 4.02(c}(vi) or (F)
dispositions in amounts less than $50 million in the aggregate in any consecutive 12
month period;

{v) except as made in connection with any transaction solely .
between ITC and any of its Subsidiaries or between any ITC Subsidiaries and except for
the acquisition of Assets in the ordinary course of business and consistent with past
practice and Good Utility Practice, shall not, and shall not permit any of its Subsidiaries
to, acquire or agree to acquire (including by merger, consolidation, or acquisition of stock
or Assets} any imterest in any Person or any Assets, if (A) the amount to be expended
thereto (including the amount of any indebtedness) exceeds $25 million in any one
transaction {or series of related transactions) or $50 million in the aggregate in any
consecutive 12 month peried for all such acquisitions or (B) any such acquisition is
reasonably likely, mdividually or in the aggregate, to materially delay the satisfaction of
the condition set forth in Section 6.02(g) and Section 6.03(g) or prevent the satisfaction
of such condition;

(vi) shall not, and shall not permit any of its Subsidiaries to,
redeem, repurchase, defease, cancel or otherwise acquire any Indebtedness, other than (A)
Indebtedness repaid or incurred in the ordinary course of business consistent with past
practice, including as set forth in Section 4.02(c)(vi) of the ITC Disclosure Letter, (13)
Indebtedness in connection with the transactions contemplated by the Financings, (C)
Indebtedness incurred in connection with the ITC Financing or (D) Indebtedness
refinanced or incurred to refinance any existing Indebtedness in the ordinary course of
business and consistent with past practice, including as set forth in Section 4.02(c)(vi) of
the ITC Disclosure Letter;

(vii) shall not, with respect to ITC, adopt a plan of complete or
partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization or
other reorganization of ITC or enter into a letter of intent or agreement in principle with
respect thereto, other than the Transactions;

{(viii} shall not, and shall not permit any of its Subsidiaries to,
materially change financial accounting policies or procedures or any of its methods of
reporting income, deductions or other material items for financial accounting purposes,
except as required by GAAP, FERC, SEC rule or policy or applicable Law;
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(ix) shall not, and shall not permit any of its Subsidiaries to adopt,
amend or terminate any ITC Benefit Plan or increase the salaries, wage rates, target
bonus opportunities or equity based compensation of any of its directors, officers or
employees, in each case except (A) in the ordinary course of business consistent with past
practice, (B} as applicable generally to ITC directors, officers or emplovees in the
relevant jurisdictions or (C) as required (1) to comply with applicable Law, (2) by the
terms of any ITC Benefit Plan in effect on the date hereof or (3) by the terms of any
agreement of ITC or any of its Subsidiaries in effect on the date hereof, the existence of
which agreement does not constitute a breach of any representation, warranty or covenant
in this Agreement;

(x) except as required by Law or any collective bargaining
agreement or any collective bargaining obligation, including any grievance or arbitration
process resolution, shall not, and shall not permit any of its Subsidiaries to amend,
modify, terminate (partially or completely), grant any waiver under or give any consent
with respect to, or enter into any agreement to amend, modify, terminate (partially or
completely), grant any waiver under or give any consent with respect to, any of the ITC
Material Contracts or enter into any Contract that if in effect on the date hereof would be
an ITC Material Contract, provided, however, that ITC and its Subsidiaries may enter
into any single contract covered by this subsection (x} in the ordinary course of business
consistent with past practice with a value not exceeding $10 million, and provided,
further, that this subsection shall not apply to Contracts related to the ITC Financing and
the ITC Midwest Financing;

{(xi)} shali not, and shall not permit any of its Subsidiaries to, pay,
waive, release or seftle any material legal proceedings, other than payments or
settlements (A) that do not exceed $5 million individually and $25 million in the
aggregate i any consecutive 12-month period, (B) that have become due and payable
prior to the date hereof or (C) in connection with regulatory proceedings before any
Governmental Authorities {provided, however, that the exceptions set forth in clauses (A),
(B) and (C) shall not apply to any proceedings arising out of or related to this Agreement,
the Other Transaction Agreements or the Transactions);

(xii} shall not, and shall not permit any of its Subsidiaries to, agree
or consent 1o any material agreements or material modifications of existing agreements or
course of dealings with any Governmental Authorities in respect of the operations of their
businesses (it being understood that any settlements are governed by the provisions of
subsection (xi) above), except as required by Law to obtain or renew Permiits or
agreements in the ordinary course of business consistent with past practice;

(xiii) (A) to the extent permitted by applicable Law, shall, and
shall cause its Subsidiaries to, on a reasonable basis, (I) discuss with Entergy any
material change in its or its Subsidiaries’ regulated Transmission rates or charges,
standards of service or regulatory accounting from those in efffect on the date of this
Agreement or (2) consult with Entergy prior to making any material filing {or any
amendment thereto) with FERC, or effecting any agreement, commitment, arrangement
or consent, whether written or oral, formal or informal, with respect thereto (other than
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filings to implement rate changes in accordance with existing formula rates) and (B) shall
not make, or permit any Subsidiary to make, any filing to change its Transmission rates
on file with the FERC or any other Commission that would, individually or in the
aggregate, reasonably be expected to have an ITC MAE. Notwithstanding the foregoing,
neither I'TC nor any of its Subsidiaries shall be required to consult or have discussions
with Entergy prior to (i) entering into arrangements with customers in the ordinary course
of business consistent with past practices, (ii} taking any of the actions described in this
subsection {xiii) concerning pass-through charges or Transmission charges in accordance
with existing formula rates or (iii} making any filing (or any amendment thereto), or
effecting any agreement, commitment, arrangement or consent, whether written or oral,
formal or informal, with respect to ordinary course changes in ITC’s or its Subsidiaries’
regulated Transmission rates or charges, standards of service or regulatory accounting;

{xiv) shall, and shall cause its Subsidiaries, to maintain with
financially responsible insurance companies (or through self-insurance not inconsistent
with such Party’s past practice), insurance in such amounts and against such risks and
losses as are customary for companies engaged in the utility industry and at substantially
the same levels as are in effect on the date hereof’

{xv} shall not, and shall not permit any of its Subsidiaries to, enter
into or amend any Contract or take any other action, if such Contract, amendment of a
Contract or action would reasonably be expected to prevent or materially impede,
interfere with, hinder or delay the consummation of the Transactions: and

(xvi) shall not, and shall not permit any of its Subsidiaries to, agree,
in writing or otherwise, to take any of the foregoing actions.

ARTICLE V

COVENANTS

Section 5.01  Efiforis to Close; Antitrust Clearance.

() Entergy and ITC each shall file with the FTC and the DOJ any
notifications required to be filed pursuant to and in compliance with the HSR Act at such time as
the Parties shall reasonably agree (but in no event later than June 30, 2012). Without lmitation
of Section 5.01(b) through Section 5.01(f) below, Entergy and TTC each shall use reasonable best
efforts to obtain early termination of any waiting period under the HSR Act and Entergy and ITC
shall each promptly (i) supply the other with any information which may be required in order to
effectuate such filings and (ii) supply any additional information which reasonably may be
required by the FTC or the DOJ.

(b)  Subject to the terms of Section 3.10 of the Separation Agreement,
each of Entergy and ITC shall use reasonable best efforts to file, as soon as practicable after the
date of this Agreement, necessary joint applications and all other applications, notices,
registrations, filings, reports, petitions and other documents required to be filed with any
Governmental Authority necessary or advisable to consummate the Transactions, including all

52



Entergy Regulatory Approvals and all ITC Regulatory Approvals. Each of Entergy and ITC
shall promptly (i) supply the other with any information which may be required in order to
effectuate such filings, (i) supply any additional information which reasonably may be required
by a Governmental Authority of any jurisdiction and which the Parties may reasonably deem
appropriate and (iif) subject to applicable legal limitations and the instructions of any
Governmental Authority, keep each other apprised of the status of matters relating to the
completion of the Transactions, including promptly furnishing the other with copies of notices or
other communications received by Entergy or ITC, as the case may be, or any of their respective
Subsidiaries, from any third party and/er any Governmental Authority with respect to the -
Transactions. The Parties shall jointly, and on an equal basis, coordinate the overail
development of the positions taken and the regulatory action requested in such filings; provided,
that ITC shall have primary responsibility for the preparation and filing of applications with
FERC and negotiations related thereto, and Entergy shall have primary responsibility for the
preparation and filing of applications for the Non-FERC Approvals and negotiations with the
applicable Commissions related thereto, in each case in accordance with the negotiating
positions and strategies mutually agreed to by the Parties, In connection with any material
communications, meetings, or other contacts, formal or informal, oral or written, with any
Governmental Authority in connection with the Transactions, or any applications, notices,
registrations, filings, reports, petitions and other documents required to be filed with any
Governmental Authority necessary or advisable to consummate the Transactions, including all
Entergy Regulatory Approvals and all ITC Regulatory Approvals, and without limiting the
generality of the foregoing, the Parties will use reasonable best efforts to: (i} inform the other in
advance of any such communication, meeting, or other contact which such Party proposes or
intends to make, including the subject matter, contents, intended agenda, and other aspects of any
of the foregoing; (ii) consult and cooperate with one another and, to the extent reasonably
practicable, permit the other Party or its counsel to review in advance any proposed written
communication by such Party to any Governmental Authority in connection with any analyses,
appearances, presentations, memoranda, briefs, arguments, opinions and proposals made or
submitted by or on behalf of any Party in connection with proceedings under or relating to the
HSR Act, the FPA, any state or Jocal utility Commission or any other regulatory Laws in
connection with the Transactions: (iii) arrange for Representatives of the other Party (to the
extent requested by the other Party) to participate to the extent reasonably practicable in any such
communications, meetings, or other contacts; (iv) notify the other Party of any ora}
communications with any Governmental Authority relating to any of the foregoing; and (v)
provide the other Party with copies of all written communications with any Governmental
Authority reiating to any of the foregoing.

(¢}  Each of Entergy and ITC shall use its reasonable best efforts to (i)
give the other Party prompt notice of the commencement or threat of commencement of any
Action by or before any Governmental Authority with respect to the Transactions, (ii) keep the
other Party informed as to the status of any such Action or threat and (iii) reasonably cooperate
in all respects with each other and shall use their respective reasonable best efforts to contest and
resist any such action or proceeding and to have vacated, lifted, reversed or overturned any
decree, judgment, injunction or other order, whether temporary, preliminary or permanent, that is
in effect and that prohibits, prevents or restricts consummation of the Transactions. In connection
with the Entergy Regulatory Approvals and ITC Regulatory Approvals, ITC shall not settle any
Action or enter into any consent or order without the consent of Entergy, such consent not to
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unreasonably be withheld, conditioned or delayed. In connection with the Entergy Regulatory
Approvals and ITC Regulatory Approvals, Entergy shall not settle any Action or enter into any
consent or order without the consent of ITC, such consent not to be unreasonably be withheld,

conditioned or delayed.

(d) Subject to the conditions and upon the terms of this Agreement,
each of Entergy and ITC shall use reasonable best efforts (subject to, and in accordance with,
applicable Law) to take promptly, or cause to be taken, all actions, and to do promptly; or cause
to be done, and to assist and cooperate with the other Parties in doing, all things necessary,
proper or advisable under applicable Laws to carry out the intent and purposes of this Agreement
and to consummate the Transactions; provided, however, that the level of efforts of Entergy and
TransCo required to be utilized in connection with the TransCo Transfer (including those with
respect to any Governmental Authorities (except those related to the Entergy Regulatory
Approvals or the ITC Regulatory Approvals) or any third-party consents) shall be set forth in the
Separation Agreement. Without limiting the generality of the foregoing, subject to the
conditions and upon the terms of this Agreement, each Party to this Agreement shall (i)
reasonably cooperate with the other Party, shall execute and deliver such firther documents,
certificates, agreements and instruments and shall take such other actions as may be reasonably
requested by the other Party to evidence or reflect the Transactions (inchiding the execution and
delivery of all documents, certificates, agreements and instruments reasonably necessary for all
filings hereunder), (ii) give all notices (if any) required to be made and given by such Party in
connection with the Transactions, (iii} use reasonable best efforts to obtain each approval,
consent, ratification, permission, waiver of authorization (including any authorization ofa
Governmental Authority) required to be obtained from Governmental Authorities and parties to
any material Contractual obligation required to be obtained (pursuant to any applicable Law or
Contract, or otherwise) by such Party in connection with the Transactions, including the Entergy
Regulatory Approvals and the ITC Regulatory Approvals and (iv) use reasonable best efforts to
lift any restraint, injunction or other legal bar to the Transactions; provided, that in no event shall
a Party be required to take or agree to any actions that would reasonably be expected to result in
an ITC Burdensome Condition or an Entergy Burdensome Condition. :

() Subject to the terms and conditions of Article II of the Separation
Agreement, Entergy, TransCo and ITC shall, and shall cause their respective Subsidiaries to, use
their respective reasonable best efforts to cause their respective employees, accountants, counsel .
and other representatives to cooperate with each other in connection with the preparation of all
documents (including all necessary property schedules) and the making of all filings required in
connection with the ITC Financing and the Financings and shall use their respective reasonable
best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all other
things necessary, proper or advisable te consummate the ITC Financing and the Financings and
the other transactions contemplated therewith. Without limiting the generality of the foregoing
and subject to Section 2.04 of the Separation Agreement, each of Entergy, TransCo and ITC,
shall, and shall cause their respective Subsidiaries to, use their respective commercially
reasonable efforts to cause their respective employees, accountants, counsel and other
representatives to cooperate with each other in (i) participating in meetings, drafting sessions,
due diligence sessions, management presentation sessions, “road shows”, sessions with rating
agencies and meetings with analysts in connection with the syndication or marketing of the ITC
Financings and the Financings, (ii) preparing business projections, financial statements, offering
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memoranda, private placement memoranda, prospectuses and similar documents deemed
reasonably necessary by Entergy or ITC, after consultation with the other Party, to be used in
connection with consummating the ITC Financing and the Financings, (iii) executing and
delivering all documents and instruments reasonably necessary thereto, including any
underwriting or placement agreements, pledge and security documents (with respect to any
TransCo Sub only), other definitive financing documents, including any intercreditor or
indemnity agreements, or other requested certificates, documents, legal opnions or negative
assurance letters in customary form, as may be reasonably required, (iv) disclosing the ITC
Financing and the Financings, as reasonably appropriate, in the ITC SEC Filings and Entergy
SEC Filings to be prepared pursuant to Section 5.05, (v} amending or seeking Consents with
respect to any currently outstanding Indebtedness of any of'the Parties that are reasonably
necessary to effectuate the ITC Financing and the Financings, provided, however, that the
payment of fees and expenses in connection with amendments or Consents for Indebtedniess of
the Entergy Group will be the obligation of Entergy and fees and expenses in connection with
amendments or Consents for Indebtedness of the ITC Group {excluding the TransCo Group) will
be the obligation of ITC, (vi) taking all other actions reasonably necessary in connection with the
ITC Financing and the Financings, including any such actions required to permit the assumption
by the Surviving Company of the TransCo Securities at the Effective Time and (vii) at the
election of ITC, arranging for a revolving credit facility or facilities to be in place at TransCo
and/or one or more of the TransCo Subs as of the Closing, under which borrowings would not be
permitted until after the consummation of the Merger, and taking such other actions as requested
by ITC and reasonably necessary in connection therewith; provided, however, that nothing in
this Section 3.01(¢} shal require Entergy or any other member of the Entergy Group to (w)
pledge or otherwise encumber any Excluded Assets or pledge or otherwise encumber the equity
interests of TransCo or any TransCo Sub prior to the Separation Time or (x) provide any
guarantee, surety, indemnification or otherwise incur any Liability with respect to the TransCo
Securities or the TransCo Subs Financings after the Effective Time (other than payment of fees
or expenses incurred prior to that date); provided, further, that nothing in this Section 5.01(e)
shall require ITC or any other member of the ITC Group to (y) pledge or otherwise encumber.
any Assets (other than the Transmission Assets) or pledge or otherwise encumber the equity:
interests of any entity other than TransCo or any TransCo Sub or (z) provide any guarantee,
surety, indemnification or otherwise incur any Liability with respect to the TransCo Securities or
the TransCo Subs Financings prior to the Effective Time. Entergy and TransCo shall, and shall
cause each Utility OpCo to, use all reasonable best efforts to cause Deloitte & Touche LLP, the
independent auditors of Entergy, TransCo and each Utility OpCo, to provide any unqualified
opinions, consents or customary comfort letters with respect to the financial statements of
Entergy, TransCo and the TransCo Subs needed in connection with the ITC Fancing and the
Financings in form and substance reasonably satisfactory to ITC and customary in scope and
substance for letters delivered by independent public accountants in an underwritten public
offering (including with respect to events subsequent to the date of financial statements included
in any offering document). Entergy agrees to allow ITC’s accounting representatives the
opportunity to review any such financial statements required in connection therewith and to
allow such representatives reasonable access to the records of Entergy, TransCo and each Utility
OpCo and supporting documentation with respect to the preparation of such financial statements;
pravided, however, that such access shall not include any right to review the working papers of
the independent auditors of Entergy and its Subsidiaries. Entergy shall use its reasonable best
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efforts to cause Deloitte & Touche LLP to participate in the preparation of any pro forma
financial statements necessary or desirable for inclusion in, or incorporation by reference into,
the ITC Form S-4 and for use in connection with the ITC Financing,

(f)  Notwithstanding anything to the contrary in this Agreement,
reasonable best efforts, including with respect to the matters contemplated by this Section 3.01,
shall not require Entergy or any of its Subsidiaries to agree to or accept any term or condition to
any Regulatory Approval, or any Regulatory Approval, that includes terms or conditions that,
imdividually or in the aggregate, would reasonably be expected to have a material and adverse
impact on the value, financial condition or credit quality of TransCo and its Subsidiaries or the
Utility OpCos (provided, however, that for purposes of determining whether a material adverse
effect has ocourred, the Utility OpCos shall be deemed to be a consolidated group of entities of
the size and scale of TransCo and its Subsidiaries) (an “Entergy Burdensome Condition™). ITC
shall not, and shall not permit its Subsidiaries, to agree with any Governmental Authority or
other Person to any term or condition to any Regulatory Approval without the prior written
consent of Entergy that would adversely impact any member of the Entergy Group after the
Closing.

(g) Notwithstanding anything to the contrary in this Agreement,
reasonable best efforts, including with respect to the matters contemplated by this Section 5.01,
shall not require ITC or any of its Subsidiaries to agree to or accept any term or condition to any
Regulatory Approval, or any Regulatory Approval that includes terms or conditions, if the terms
and conditions of or to the Regulatory Approvals would reasonably be expected to (i) {x) with
respect to the Non-FERC Approvals, have a material and adverse impact on the vakue, financial
condition or credit quality of TransCo and its Subsidiaries. taken as a whole, relative to the value
financial condition or credit quality of TransCo and its Subsidiaries, taken as a whole, if no such
terms and conditions to the Regulatory Approvals were agreed, accepted, imposed or ordered
{provided, however, that for purposes of determining any such material and adverse impact, any
impact on ITC and its Subsidiaries shall be deemed to be an impact on TransCo and its
Subsidiaries) or {y) with respect to the FERC Approvals, result in a return on equity, target
capital structure, formula rate structure and other rate elements for the TransCo Group that, when
taken as a whole, would be materially less favorable to TransCo and its Subsidiaries than those
requested in the applications therefor filed pursuant to Section 5.01(b) or (if) result in a
determination that any member of the ITC Group (x) shall no longer (or in the case of the
TransCo and its Subsidiaries, shall not) be deemed independent by FERC or () shall be subject
to regulation by any state or local Commission (other than to the extent any such regulation
relates to customary electric transmission facility franchise or siting matiers within the
Jurisdiction of such Commission) (each an “ITC Burdensome Copdition™). Entergy shall not,
and shall not permit its Subsidiaries, to agree with any Governmental Authority or other Person
to any term: or condition to any Regulatory Approval without the prior written consent of I'TC
that would adversely impact any member of the ITC Group (including TransCo and the TransCo
Subs) after the Closing.

2

(h}  To the extent that any Regulatory Approvals include terms and
cenditions that will result in the incurrence of costs (including by the Utility OpCos) in order to
comply with such terms and conditions but which are not sufficiently significant to result in the
occurrence of an Entergy Burdensome Condition or an ITC Burdensome Condition, it is agreed
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by the Parties that the Entergy Group and the ITC Group shall share such costs equally, and any
true-up required between the Parties to effect this allocation (including a possible adjustment to
the Special Dividend or an increase in the Transaction Maximum Principal Amount) shall be
made in a tax efficient manner, subject to regulatory approvals.

Section 5.02  Public Announcements. Except with respect to an ITC Change of
Recommendation, Entergy and ITC agree that, from the date of this Agreement through the
Closing Date, no release or announcement concerning this Agreement, the Other Transaction
Agreements or the Transactions shall be issued by ITC or Entergy without the prior written
consent of Entergy or ITC, respectively (which consent shall not be unreasonably withheld,
conditioned or delayed), except as such release or announcement (i) may be required by
applicable Law or the regulations of any applicable securities exchange or (ii) is consistent with
previous press releases, public disclosures or public statements made jointly by the Parties or in
investor conference calls, SEC filings, Q& As or other documents approved by the Parties,

Section 5.03 Financial Statements.

(a) Entergy shall use reasonable best efforts to, as promptly as
practicable after the date hereof and no later than June 30, 2012, provide ITC with (i) the audited
combined financial statements of the Transmission Business, including the combined balance
sheets {or other comparable statements as permitted under applicable securities Law) of the
Transmission Business as of December 31, 2010 and December 31, 2011, and the combined
statements of income (or statements of revenues and direct expenses, or other comparable
statements as permitted under applicable securities Law), equity and cash flows (or other
comparable statements as permitted under applicable securities Law) of the Transmission
Business for the fiscal years ended December 31, 2009, December 31, 2010 and December 31,
2011 (collectively, the “Audited Financial Statements™) and (i) the unaudited combined
financial statements of the Transmission Business for applicable interim periods required for
SEC filings, including to the extent required for SEC filings or the Financings or ITC Financing,
for the periods ended March 31, 2010, June 30, 2010, September 30, 2010, March 31, 201}, June
30, 2011, September 30, 2011 and March 31, 2012, in each case together with the notes thereto if
and to the extent that notes are required for SEC filings or the Financings or ITC Financing and,
in the case of the Audited Financial Statements, a report of the independent accountants for the
Transmission Business, prepared from the books and records of Entergy and in accordance with
GAAP (with no exception or qualification thereto) applied on a consistent basis throughout the
periods invelved (except ag may otherwise be required under GAAP) and the rules and
regulations of the SEC, including the requirements of Regulation $-X and Regulation $-K under
the Exchange Act and the Securities Act and of the type and form customarily included in
offering documents used in private placements under Rule 144 A of the Securities Act {including
pro forma financial information), and which present fairly in all material respects the combined
financial position and combined results of operations of the Transmission Business as of the
dates and for the periods shown therein.

{b) After June 30, 2012, Entergy shall use reasonable best efforts to, as
promptly as practicable and no later than forty-five (45) calendar days after the end of any fiscal
quarter or ninety (90} calendar days after the end of any fiscal year, prepare and furnish to ITC
copies of combined financial statements of the Transmission Business as of and for the periods
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ending on any fiscal quarterly and annual periods ending after the date of this Agreement and
prior to the Closing Date, in each case together with the notes thereto, if and fo the extent that
notes are required for SEC filings or the Financings or ITC Financing, and prepared from the
books and records of Entergy and in accordance with GAAP (with no exception or qualification
thereto except that notes to quarterly Transmission Business financial statements shall only be
prepared and furnished if necessary for SEC filings or the Financings or ITC Financing) applied
on a consistent basis through the periods involved (except as may otherwise be required under
GAAP) and the rules and regulations of the SEC to the extent required for SEC filings or the
Financings or ITC Financing, including the requirements of Regulation S-X and Regulation S-K
under the Exchange Act and the Securities Act and of the type and form customarily included in
offering documents used in private placements under Rule 144A of the Securities Act (including
pro forma financial information), and, in the case of the combined financial statements of the
Transmission Business for any fiscal year, shall be accompanied by a report of the independent
accountants for the Transmission Business. When delivered, such financial statements shall
present fairly in all material respects the combined financial position and combined results of
operations of the Transmission Business as of the dates and for the periods shown therein.
Entergy acknowledges that ITC’s ability to comply with its obligations under Section 3,05
depend, in part, on Entergy’s timely compliance with this Section 3.03, and therefore ITC shall
be afforded a reasonable period to comply with such obligations based upon the t;mmg of
Entergy providing the financial statements herein contemplated.

{¢c) Inconnection with the production of the Audited Financial
Statements and as promptly as practicable after the date of this Agreement and no later than
when the Audited Financial Statements are delivered, the accounting firm preparing the Audited
Financial Statements shall conduct a review of the Rate Base Statement. The terms of any
review shall be mutually agreed by Entergy and ITC each acting reasonably. Any costs
associated with the review of the Rate Base Statement shall be borne and paid by ITC.

Section 5.04  Access. From the date hereof to the earlier of the Effective Time
ot the Termination Date, to the extent permitted by Law, each of Entergy and 1TC shall allow all
designated Representatives of Entergy or ITC, as the case may be, access at reasonable times
upon reasonable notice and in a manner as shall not adversely impact the conduct of the business
of either Party or the Transmission Business in any material respect to the personnel, books and
records, files, correspondence, audits and properties (except as related to Taxes), as well as to all
information relating to commitments, Contracts, titles, insurance, operational data, results of
operations, and financial position, or otherwise pertaining primarily to the business and-affairs of
the Transmission Business and ITC and its Subsidiaries, as the case may be; provided. however,
that (i) no investigation pursuant to this Section 5,04 shall modify or qualify any representation
or warranty given by any Party hereunder and (ii) notwithstanding the provision of information
or investigation by any Party, no Party shall be deemed to make any representation or warranty
except as expressly set forth in this Agreement. Notwithstanding the foregoing, (A) no Party
shall be required to provide any information which it determines in good faith it may not provide
to the other Party by reason of applicable Law (including any information in confidential
personnel files), which such Party determines in good faith constitutes information protected by
attorney/client privilege or which it is required to keep confidential by reason of Contracts with
third parties and (B) no Party shall be required to provide access to any of its properties if such
access would result in damage to such property or if such access is for the purpose of performing
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any onsite procedure or investigation {including any Phase II or other onsite environmental
investigation or study but not including any Phase I environmental investigation or other
environmental investigation that does not include any sampling or testing), without that Party’s
written consent, which consent shall not be unreasonably withheld, conditioned or delayed. The
Parties shall make reasonable and appropriate substitute disclosure arrangements under
circumstances in which the restrictions in clauses (A) and {B) of the preceding sentence apply.
Each of Entergy and ITC agrees that it shall not, and shall cause its respective Representatives
not to, use any information obtained pursuant to this Section 5,04 for any purpose unrelated to
the Transactions and operation of the Transmission Business. The Parties hereby agree that the
Confidentiality Agreements shall govern all information provided to them or their respective
officers, directors, employees or Representatives in connection with this Agreement and the
consummation of the Transactions.

Section 5.05  Preparation of SEC Filings.

(a)  Aspromptly as practicable following the provision of the Audited.
Financial Statements contemplated by Section 3,03, to the extent such filings are required by
applicable Law, Entergy and ITC shall jointly prepare, and (i) ITC shall file with the SEC a
registration statement on Form $-4 (together with any amendments, prospectuses or supplements
thereto, the “ITC Form $-4”) to register the shares of ITC Common Stock to be issued in the
Merger, and a proxy statement (fogether with any amendments or supplements thereto, the
“Proxy Statement”) relating to the ITC Shareholder Approval, (i) TransCo shall file with the
SEC a registration statement on Form 10/8-4 or a registration statement on Form §-1/8-4, as
applicable (either, and together with any amendments, supplements, prospectus or information
statements thereto, the “TransCo Registration Statements™) to register the TransCo Common
Units to be distributed in the Distribution, (iii} promptly after the ITC Form $-4 and the TransCo.
Registration Statements have been declared effective, Entergy shall file with the SEC a Schedule
TO {together with any amendments thereto, the “Schedule TO™) if Entergy elects to effect the
Distribution in whole or in part by means of an Exchange Offer and (iv) the Parties shall file
such other appropriate documents with the SEC as may be applicable.

(by Each of Entergy and ITC shall use their reasonable best efforts to
have the TransCo Registration Statements, the ITC Form S-4 and other registration statements as
may be required declared effective under the Exchange Act or Securities Act, as applicable, as
promptly as practicable after such filing. ITC shall use its reasonable best efforts to cause the
Proxy Statement to be mailed to ITC’s shareholders on a date mutually agreed after the TransCo
Registration Statements and the ITC Form $-4 are declared effective under the Securities Act.

{c) Entergy shail furnish all information concerning Entergy and
TransCo, and ITC shall furnish all information concerning ITC and Merger Sub, as may be
reasonably requested in connection with any such action and the preparation, filing and
distribution of the Proxy Statement, the ITC Form $-4, the TransCo Registration Statements and
the Schedule TO. No filing of, or amendment or supplement to, the Proxy Statement or the ITC
Form 8-4 shall be made by ITC, no filing of, or amendment or supplement to, the TransCo
Registration Statements shall be made by TransCo and no filing of, or amendment or supplement
to, the Schedule TO shall be made by Entergy, in each case without providing the other Parties a
reasonable opportunity to review and comment thereon,
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(dy I at any time prior to the Effective Time any information relating to
Entergy or ITC or any of their respective Affiliates, officers or directors should be discovered by
Entergy or ITC which should be set forth in an amendment or supplement to any of the Proxy
Statement, the ITC Form 8-4, the TransCo Registration Statements or the Scheduie TO, so that
any such document would not include any misstatement of a material fact or omit to state any
material fact necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading, the Party which discovers such information shall promptly
notify the other Parties and an appropriate amendment or supplement describing such
information shall be promptly filed with the SEC and, to the extent required by Law,
disseminated to the applicable shareholders.

(e)  The Parties shall notify each other promptly of the receipt of any
comments from the SEC or its staff and of any request by the SEC or its staff for amendments or
supplements to the Proxy Statement, the ITC Form $-4, the TransCo Registration Statements or
the Schedule TO or for additional information and shall supply each other with copies of all
correspondence between it or any of its Representatives, on the one hand, and the SEC or its staff,
on the other hand, with respect thereto and shall give the other Parties a reasonable opportunity
to review and comment on any proposed response or compliance with any such request and
thereafter shall respond as promptly as practicable to any such comments or requests.

Section 5.06 ITC Shareholder Meeting.

(a)  As promptly as practicable following the provision of the Audited
Financial Statements contemplated by Section 3.03 and the date on which the SEC shall clear
{whether orally or in writing) the Proxy Statement, in compliance with applicable Law, ITC shall
establish a record date for, duly call, give notice of, convene and hold a meeting of its
shareholders (the “ITC Shareholder Meeting™) for purposes which shall include obtaining the
ITC Shareholder Approval. 1TC may adjourn or postpone the ITC Shareholder Meeting (i) to the
extent necessary to ensure that any supplement or amendment to the Proxy Statement that it
determines in good faith is required by applicable Law is disseminated, (i) if, as of the date.and
time on which the ITC Shareholder Meeting is originally scheduled to be held, there are
insufficient shares of ITC Common Stock represented (either in person or proxy) to constitute a
quorum necessary to conduct the business of the ITC Shareholder Meeting or (iii) if, as of the
date and time on which the ITC Shareholder Meeting is originally scheduled to be held,
postponing or adjourning of'the ITC Shareholder Meeting is necessary to enable ITC to solicit
additional proxies if there are not sufficient votes in favor of the ITC Sharcholder Approval.

{b) Subject to Section 5.07, the Board of Directors of ITC shall
recommend that 1TC’s shareholders give the ITC Shareholder Approval, and such
recommendation shall be set forth in the Proxy Statement.

Section 5.07 No Solicitation by ITC.

(a}) ITC agrees that, following the date of this Agreement and prior to
the earlier of the Effective Time or the Termination Date, neither it nor any of its Subsidiaries,
nor any of their respective officers, directors or employees, shall, and that it shall use its
reasonable best efforts to cause its and their respective Representatives not to {and shali not
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authorize or permit its and their respective Representatives to), directly or indirectly: (i) solicit,
mitiate, seelk or knowingly encourage (including by way of furnishing information) or knowingly
take any other action designed to facilitate any inquiries or the making, submission or
announcement of any ITC Takeover Proposal, (ii) furnish any nonpublic information regarding
ITC or any of its Subsidiaries {0 any Person {other than Entergy) in connection with of in
response to an ITC Takeover Proposal, (iif) engage or participate in any discussions or
negotiations with any Person (other than Entergy) with respect to any ITC Takeover Proposal,
(iv} approve, endorse or recommend any ITC Takeover Proposal or (v) enter into any letter of
intent, agreement in principle or other agreement providing for any TTC Takeover Transaction
{except as contemplated by Section 7.01(h)); provided, however, that this Section 3.07 shall not
prohibit (A) ITC, or the Board of Directors of ITC, directly or indirectly through any officer,
employee or Representative, prior to the receipt of the ITC Shareholder Approval, from
furnishing nonpublic information regarding 1TC or any of its Subsidiaries to, or entering into or
participating in discussions or negatiations with, any Person in response to an unsolicited, bona
fide written ITC Takeover Proposal that the Board of Directors of ITC concludes in good faith,
after consultation with its financial advisors, constitutes or is reasonably likely to lead to an ITC
Superior Proposal if (1) the Board of Directors of ITC concludes in good faith, after consultation
with its outside Jegal counsel, that the failure to take such action with respect to such ITC
Takeover Proposal would be reasonably likely to be inconsistent with the exercise by the Board
of Directors of its duties under applicable Laws, (2) such ITC Takeover Proposal did not result
from a material breach of this Section 5.07(a), (3) ITC gives to Entergy the notice required by
Section 5.07(b) and (4) ITC furnishes any nonpublic information provided to the maker of the
ITC Takeover Proposal only pursuant to a confidentiality agreement between ITC and such
Person on terms no less favorable to ITC than the Confidentiality Agreement (provided, however,

that such confidentiality agreement shall not in any way restrict ITC from complying with its
disclosure obligations under this Agreement, including with respect to such proposal), and such
furnished information is delivered to Entergy at substantially the same time (to the extent such
information has not been previously fornished or made available by ITC to Entergy) or (B) ITC
from taking and disclosing to the ITC Shareholders a position contemplated by Rule 14d-9 and
Rule 14e-2(a) promulgated under the Exchange Act with regard to any ITC Takeover Proposal,
provided, however, that compliance with such rules shall not in any way limit or modify the
effect that any action taken pursuant to such rules has under any other provision of this
Agreement and in no event shall ITC or the Board of Directors of ITC or a committee thereof
take any action that would constitute an ITC Change of Recommendation in respect of an ITC
Takeover Proposal other than in compliance with Section 5.07(d).

(b} ITC shall promptly, and in no event later than twenty-four (24)
hours after its receipt of any ITC Takeover Proposal, or any first request for nonpublic
information relating to ITC or any Subsidiaries in connection with an ITC Takeover Proposal,
advise Entergy orally and in writing of such ITC Takeover Proposal or request, and, (x) if it is in
writing, a copy of such ITC Takeover Proposal and any related draft agreements and (y) if oral, a
reasonably detailed summary of any such ITC Takeover Proposal that is made or submitted by
any Person during the period between the date hereof and the Closing. 1TC shall (i) keep
Entergy informed in all material respects on a prompt basis with respect to any change to the
status or material terms of any such ITC Takeover Proposal (and in no event later than twenty-
tour (24) hours following any such change} and (i} provide to Entergy as soon as practicable
after receipt or delivery thereof with copies of all material correspondence and other written
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material sent or provided to ITC from any third party in connection with any ITC Takeover
Proposal or sent or provided by ITC to any third party in connection with any ITC Takeover
Proposal.

{c) Uponthe execution of this Agreement, ITC shall, and shall cause its
Subsidiaries and its and their respective officers, directors and employees, and shall use its
reasonable best efforts to cause its and their respective Representatives to, immediately cease and
terminate any discussions existing as of the date of this Agreement between ITC or any of'its
Subsidiaries or any of their respective officers, directors, employees or Representatives and any
Person {other than Entergy) that relate to any JTC Takeover Proposal and, to the extent provided
by the applicable confidentiality agreement or similar agreement governing such discussions,
require any third party to such discussions to return to ITC or to destroy all confidential
information of ITC and its Subsidiaries. ITC agrees not to, and to cause its Subsidiaries not to,
waive, or otherwise release any third party from, the confidentiality and standstill provisions of
any agreement to which ITC or any of its Subsidiaries is or may become a party.

(d) Except as contemplated by this Sgction 5.07(d), neither the Board of
Drrectors of ITC nor any committee thereof shall (i) (A) withhold, withdraw, qualify or modify,
or resolve to or publicly propose to withhold, withdraw, qualify or modify the ITC
Recommendation in a manner adverse to Entergy, (B) make any other public statement in
connection with the ITC Shareholder Meeting or this Agreement, the Other Transaction
Agreements or any of the transactions contemplated hereby or thereby inconsistent with the ITC
Recommendation, (C) approve, adopt or recommend any ITC Takeover Proposal or (D) fail to
reaffirm or re-publish the ITC Reconunendation within ten (10) Business Days of being
requested by Entergy to do so (provided, however, that Entergy shall not be entitled to request
such a reaffirmation or re-publishing more than one (1) time with respect to any single iTC
Takeover Proposal other than in connection with an amendment to the financial terms of such
ITC Takeover Proposal or any other material amendment to such ITC Takeover Proposal) (each
such action set forth in clauses (A) through (D) above being an “ITC Change of
Recommendation™) or (i} approve, adopt or recommend, or publicly propose to approve, adopt
or recommend, a merger agreement, letter of intent, agreement in principle, share purchase
agreement, asset purchase agreement, share exchange agreement, option agreement or other
similar contract (other than the confidentiality agreement referred to in Section 5.07(a)) or any
tender offer providing for, with respect to, or in connection with any [TC Takeover Proposal.
Notwithstanding anything else to the contrary in this Section 5.07, the Board of Directors of ITC
may at any time prior to receipt of the ITC Shareholder Approval (i) make an ITC Change of
Recommendation and (ii} terminate this Agreement pursuant to Section 7.01¢h), if (and only if)
{A) an ITC Takeover Proposal is made to ITC by a third party, and such offer is not withdrawn,
(B) the Board of Directors of ITC determines in good faith after consultation with its financial
advisors that such offer constitutes an ITC Superior Proposal, (C) following consultation with
outside legal counsel, the Board of Directors of ITC determines that the failure to make an ITC
Change of Recommendation, or to terminate this Agreement pursuant to Section 7.01(h) of this
Agreement, would be reasonably likely to be inconsistent with the exercise of its duties under
applicable Laws and {I}) the Board of Directors of ITC has provided to Entergy five (5) Business
Days prior written notice of its intent to effect an ITC Change of Recommendation (which notice
shall include the reasonable details regarding the cause for, and nature of, the I'TC Change of
Recommendation) and, if requested by Entergy, negotiated in good faith with Entergy during
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such five (5) Business Day period regarding revisions to this Agreement proposed by Entergy.
The Board of Directors of ITC may not make an ITC Change of Recommendation in a manner
adverse to Entergy except in compliance in all respects with this Section 5.07(d); provided,
however, that a public disclosare by ITC or the Board of Directors of ITC or any committee
thereof limited to a factual description of information that ITC or the Board of Directors in its
respective reasonable judgment determines is required to be disclosed by applicable Law shall
not constitute an ITC Change of Recommendation and shall not be prohibited by this

Section 5.07(d}. For the avoidance of doubt, a change of the ITC Recommendation to “neutral”
is an ITC Change of Recommendation.

{e) Asused in this Agreement:

(i) “ITC Takeover Proposal” shall mean any bona fide offer,
inquiry, proposal or indication of interest received from a third party (other than an offer,
inquiry, proposal or indication of interest by a Party to this Agreement) relating to any
ITC Takeover Transaction;

(i} “ITC Takeover Transaction™ shall mean any transaction or
series of related transactions involving: (a) any merger, consolidation, share exchange,
recapitalization, business combination or similar transaction involving ITC other than the
Transactions; (b} any direct or indirect acquisition of securities, tender offer, exchange .
offer or other similar transaction in which a Person or “Group” (as defined in the
Exchange Act) of Persons directly or indirectly acquires beneficial or record ownership
of securities representing fifieen percent (15%) or more of any class of equity securities
of 1TC; (¢} any direct or indirect acquisition of any business or businesses or of Assets
that constitute or account for fifteen percent (15%) or more of the consolidated net
revenues, net income or Assets of ITC and its Subsidiaries, taken as a whole; or (d) any
liquidation or dissolution of 'TC or any of its Subsidiaries; and

(i) “ITC Superior Proposal” shall mean an ITC Takeover
Proposal to acquire at least a majority of the outstanding equity securities or assets of ITC
on terms that the Board of Directors of ITC determines, in good faith, afier consultation
with its outside legal counsel and its financial advisor, is more favorable, from a financial
point of view, to ITC’s shareholders than the Transactions {including any proposed
modifications to the Transactions which are committed to in writing by Entergy) and is
reasonably likely to be consummated, taking into account all factors deemed relevant by
the ITC Board of Directors, which may include (a) all financial considerations and
financial aspects of such ITC Takeover Proposal and the Transactions, (b) all strategic
considerations, including whether such ITC Takeover Proposal is more favorable from a
long~term strategic standpoint, (c) all legal and regulatory considerations of such ITC
Takeover Proposal and the Merger and other Transactions, (d) the identity of the third
party making such ITC Takeover Proposal, (e} the conditions and lkelihood of
completion of such ITC Takeover Proposal as compared to the Merger and other
Transactions (taking into account any necessary regulatory approvals), (f) whether such
ITC Takeover Proposal is likely to impose material obligations on ITC (or the post-
closing entity in which ITC’s shareholders will hold securities) in connection with
obtaining necessary regulatory approvals, {g) whether such ITC Takeover Proposal is
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subject to a financing condition and the likelihood of such ITC Takeover Proposal being
financed and (h) the payment of any ITC Termination Fee, if relevant.

Section 5.08  No Solicitation by Entergy of Transmission Business. Entergy
agrees that, following the date of this Agreement and prior to the earlier of the Effective Time or
the Termination Date, neither it nor any of its Subsidiaries, nor any of their respective officers,
directors or employees, shall, and that it shall use its reasonable best efforts to cause its and their
respective Representatives not to (and shall not authorize or permit its and their respective
Representatives to), directly or indirectly: {i) solici, initiate, seek or knowingly encourage
{inchuding by way of furnishing information) or knowingly take any other action designed to
facilitate any inquiries, proposals or offers from any Person relating to, (ii) furnish any nonpublic
information to any Persen (other than ITC) regarding, (iii) engage or participate in any
discussions or negetiations with any Person (other than ITC) with respect 1o, (iv) approve,
endorse or recommend any action relating to or (v) enter into any letter of intent, agreement in
principle or other agreement providing for, in each case, any purchase, transfer or other
disposition of all or any part of the Transmission Business, any merger, consolidation, business
combination, acquisition, recapitalization, liquidation, dissolution, or similar transaction
involving the Transmission Business, or the sale of all or any part of the Assets of the
Transmission Business (other than Assets sold in accordance with Section 4.01(c)).

Section 5.09 NYSE Listing. ITC shall use its reasonable best efforts to cause
the shares of TTC Common Stock to be issued in connection with the Merger to be listed on the -
NYSE as of the Effective Time, subject to official notice of issuance.

Section 5.10 Required Amendments. The Parties shall cooperate and negotiate
in good faith with respect to any amendment to this Agreement or the Other Transaction
Agreements reasonably requested by a Party in order to enable its counsel to deliver the written
apinion(s) contemplated by Section 6.02 or Section 6.03 of this Agreement or for Entergy to
obtain the Ruling, as the case may be (any such amendment, a “Proposed Amendment™). Neither
Party shall withhold its consent to a Proposed Amendment that (i) does not resnlt in any change
in the Merger Consideration {except as otherwise contemplated by this Agreement), (ii) is not
adverse to the interests of any Party and (iii) does not unreasonably impede or delay
consummation of the Transactions in any material respect. Any Proposed Amendment that the
Parties consent to shall be reflected through the execution of appropriate written amendments to--
the applicable agreement.

Section 5.11  [ntentionally omitted]

Section 5.12  [TC Guarantee; Indemnification. Following the Effective Time,
ITC unconditionaily, absolutely and irrevocably guarantees to Entergy the prompt payment, in-
firll, when due, of any payment obligations of TransCo or the TransCo Subs under the Separation
Agreement and the Ancillary Agreements after the Closing and the prompt performance, when
due, of all other obligations of TransCo or any TransCo Sub under the Separation Agreement and
the Ancillary Agreements after the Closing. 1TC’s obligations to Entergy under this Section 5.12
are referred to as the “Guaranteed Obligations.” The Guaranteed Obligations are absolute and
unconditional, irrespective of, and JTC hereby expressly waives to the extent permitted by Law,
any defense to its obligations under this Section 5.12 any circumstance whatsoever which might
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otherwise constitute a legal or equitable defense available to, or discharge of, a sursty or a
guarantor, including without limitation, any right to require or claim that Entergy seek recovery
directly from TransCo or a TransCo Sub in respect of the Guaranteed Obligations.
Notwithstanding the foregoing, ITC reserves to itself all rights, setoff, counterclaims and other
defenses to which the TransCo Group may be entitled to arising from or out of the Separation
Agreement and the Ancillary Agreements or otherwise, except for defenses arising out of
bankruptcy, insolvency, dissolution or liquidation of TransCo or any TransCo Sub.

Section 5,13 Non-Opposition. After the FERC Construct is initially set in-the
FERC Approvals, and for a period of five (5) years after the Closing Date, Entergy shalf not (and
shall cause its Affiliates not to), oppose, contest, challenge or file any complaint before FERC or
the Commissions regarding, or take (publicly or otherwise) any position with any third Person
adverse to, the FERC Construct, unless (i} required by a Governmental Authority pursuant to
applicable Law, (ii) unanimously directed by the ERSC or (jii) requested in writing by an act of
the commissioners of any Entergy Retail Regulator. After the FERC Construct is initially set in
the FERC Approvals, and for a period of five (5) years after the Closing Date, Entergy shallnot
(and shall cause its Affiliates not to) publicly oppose, contest or challenge, with any third Person,
the plan of TransCo or ITC, approved by the Acceptable RTO of which the Transmission
Business will become a member, for anticipated capital expenditures that are included in the
capital expenditure plan as described in Section 5.13 of the ITC Disclosure Letter, and recovery
thereon, through the FERC Construct, unless and to the extent (i} required by a Governmental
Authority pursuant to applicable Law, (ii} such plan is opposed by all of the members of the
ERSC or (iii) requested in writing by an act of the commissioners of any Entergy Retail
Regulator, provided, however, that this prohibition does not apply to the extent that TransCo or
ITC departs from such plan in any materiai respect.

Section 5.14 Disclosure Controls. Fach of ITC and Entergy shall use all
commerciafly reasonable efforts to enable ITC to implement such programs and take such steps
as are reasonably necessary to (i) develop a system of internal controls over financial reporting
{as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) intended to ensure that after
the Effective Time material information relating to the Surviving Company is timely made
known to the management of the Surviving Company by others within the entities constituting
the Surviving Company, (ii)} cooperate reasonably with each other in preparing for the transition
and integration of the financial reporting systems of TransCo and the TransCo Subs with ITC’s
financial reporting systems following the Effective Time and (iii) otherwise enable the Surviving
Company to maintain compliance with the provisions of Section 404 of the Sarbanes-Oxley Act.

Section 5.15  Tax Matters.

{a) As soon as reasonably practicable after the date of this Agreement,
Entergy shall submit to the IRS the Ruling Request for the Ruling. The initial Ruling Request
and any supplemental materials submitted to the IRS relating thereto {each, an “IRS Submission™)
shall be prepared by Entergy in consultation with ITC, and, at ITC’s request, ITC shall be a party
to the Ruling. In addition, Entergy shall, to the extent reasonably practicable, provide ITC with
an opportunity to review and comment on each IRS Submission prior to the filing of such IRS
Submission with the IRS; provided, however, that Entergy need not provide ITC with an
opportunity to comment on a given IRS Submission if Entergy has reasonably determined that an
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adverse effect would result from delaying such IRS Submission and ITC fails to provide Entergy
with comments on such IRS Submission within three (3) Business Days of receipt thereof by
ITC.

(b) Entergy shall provide 1TC with copies of each IRS Submission as
filed with the IRS promptly following the filing thereof. Each of Entergy and TransCo agrees to
use reasonable best efforts to obtain the Ruling and the other rulings set forth in the Ruling
Request, including providing such appropriate information and representations as the IRS shall
require in connection with the Ruling Request and any IRS Submissions, and ITC shall
reasonably cooperate with Entergy and TransCo in obtaining such rulings; provided, however,
that neither Entergy nor ITC shall be required to modify the corporate structuring steps of the
Transactions if to do so would alter the economic arrangement of the Parties as set forth in this
Agreement and the Separation Agreement. Solely for the avoidance of doubt, nothing in this
Section 35.13(h) shall provide grounds for Entergy, TransCo, or ITC to alter any obligation or
limitation imposed upon it under this Agreement or the Other Transaction Agreements.

(¢} Each of Entergy and TransCo agrees to use reasonable best efforts to
obtain the Tax Opinion, and ITC shall reasonably cooperate with Entergy and TransCo in
obtaining such opinion; provided, however, that neither Entergy nor ITC shall be required to
modify the corporate structuring steps of the Transactions if to do so would alter the economic
arrangement of the Parties as set forth in this Agreement and the Separation Agreement. In
rendering the Tax Opinion, counsel shall be permitted to rely upon and assume the accuracy of
customary representations provided by (A) ITC and Merger Sub and (B) Entergy; provided,
however, that Entergy shall not make any representation that will affect either TransCo or ITC
on or after the date of the Distribution without the prior written consent of ITC.

{d) Except as specifically provided in this Agreement, all matters
related to the Ruling, Ruling Request and IRS Submissions are governed solely by this Section
5.15.

Section 5.16  Alternative Transaction Structyres. Notwithstanding any other
provisions of this Agreement, the Parties may mutually agree that an alternative transaction
structure is preferable with respect to certain aspects of this Transaction, in which case the
Parties shall work together in good faith to negotiate a definitive transaction agreement that
reflects such mutually agreed alternative structure. Without limiting the express rights of the
Parties contained in this Agreement (including the conditions precedent and termination rights
hereunder), Entergy and ITC agree to reasonably cooperate in good faith in the consideration and
implementation of alternative structures in the event that any particular Non-FERC Approvals
are not obtained (or not obtainable on terms and conditions acceptable to the Parties as
contemplated by the provisions of this Agreement); provided, however, that no Party shall be
required to take any action pursuant to this Section 3,16 if the other Party or Parties is in material
breach of this Agreement or any Other Transaction Agreement,
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ARTICLE Vi

CONDITIONS

Section 6.01  Joint Conditions. The respective obligations of cach of Entergy,
TransCo, Merger Sub and ITC to effect the Merger are subject to the satisfaction (or waiver by
all Parties) at or prior to the Effective Time of the following cenditions:

{a) no temporary restraining order or preliminary or permanent
injunction or other Order by any federal or state court of competent jurisdiction preventing
consummation of the Merger or the Transactions shall have been issued and remain in effect;

{b) the TransCo Transfer and the Distribution shall have occurréd;
(c) the ITC Shareholder Approval shall have been obtained;

{d} the ITC Common Stock to be issued in the Merger shall have been
authorized for listing on the NYSE, subject to official notice of issuance;

(e) each ofthe ITC Form S-4 and the TransCo Registration Statements
shall have become effective under the Securities Act and shall not be the subject of any stop
order suspending their effectiveness or proceedings initiated or threatened by the SEC seeking a
stop order, and (i) if the Distribution is effected in whole or in part as an Exchange Offer, the
applicable offer period and any extensions thereof in the Exchange Offer required by applicable
securities Law shall have expired and (ii} if the Distribution is effected in whole or in'part as a
Spin-Off, the applicable notice periods required by applicable stock exchange rules or sécurities
Laws shall have expired;

{f)  no temporary restraining order or preliminary or permanent
injunction or other Order shall have been issued in connection with an Entergy Regulatory
Approval or ITC Regulatory Approval that would impose an ITC Burdensome Condition;

(2) Entergy shall have received all necessary approvals from state and
federal reguiatory authorities to allow the Transmission Business to become a member of an
Acceptable RTO; and

{h) the Financings shall have been completed in accordance with and
subject to the terms of the Separation Agreement.

Section 6.02 Conditions to the Obligation of ITC. The obligation of each of
ITC and Merger Sub to effect the Merger is further subject to the satisfaction of each of'the
following conditions {each of which is for the exclusive benefit of ITC and Merger Sub and may
be waived by ITC):

(3} each of Entergy and TransCo shall have in all material respects
performed (or caused their Affiliates to perform, as applicable) all obligations and complied with
all covenants required by this Agreement and the Other Transaction Agreements to be performed
on ot before the Closing;
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(b) each of the representations and warranties of Entergy (i} in this
Agreement (other than Section2.02, Section 2.03, Section 2.05(c), clause (ii) of Section 2.05(g),
Section 2.11, and Section 2.17} shall be true and correct both at and as of the date of this
Agreement and at and as of the Closing Date, as if made at and as of such time {except to the
extent expressly made as of an earlier date, in which case as of such date), except where the
failure of the representations and warranties to be so true and correct (without giving effect to
any limitation as to “materiality” or “Transmission Business MAE") does not have, and would
not reasonably be expected to have, individually or in the aggregate, a Transmission Business
MAE, (ii) set forth in Section 2.02 and Section 2,03 shall be true and correct in all material
respects both at and as of the date of this Agreement and at and as of the Closing Date, as if
made at and as of such time (except to the extent expressly made as of an earlier date, in which
case as of such date) and (iii) set forth in Section 2.05(c), clause (i} of Section 2.05(g), Section
2.11 and Section 2.17 shali be true and correct in all respects both at and as of the date ofthis
Agreement and at and as of the Closing Date, as if made at and as of such time (except to the
extent expressly made as of an earlier date, in which case as of such date);

{¢} no Transmission Business MAE shall have occurred from the date
of this Agreement through the Closing Date;

(dy  ITC shall have received a certificate of Entergy addressed to ITC
and dated the Closing Date, signed on behalf of Entergy by a senior officer of Entergy, certifying
to the effect that the conditions set forth in Section 6.02(a), Section 6.02(b} and Section 6.02(c)}
have been satisfied;

(e) ITC shall have received the ITC Merger Tax Opinion and Entergy
shall have delivered the Ruling to ITC. In rendering the foregoing opinion, counsel shaifl be
permitted to rely upon and assume the accuracy of customary representations provided by (i) ITC
and Merger Sub and (ii) Entergy;

()  there shall be no change in, revocation of, or amendmerit to the
Ruling or change in Law that, in the reasonable judgment of ITC, has a materially adverse
impact on ITC or TransCo, and the Tax Opinion shall be in form and substance reasonably
acceptable to ITC;

(gy (i) the Entergy Regulatory Approvals and the ITC Regulatory
Approvals shall have been obtained (including, in each case, the expiration or termination of the
waiting periods (and any extensions thereof) applicable to the Merger and the Transactions) at or
prior to the Effective Time, and such approvals shall have become Final Orders and (i) such
Final Orders shall not impose terms or conditions that individually or in the aggregate, would
reasonably be expected to have an ITC Burdensome Condition. “Final Order” means action by
the relevant Governmental Authority that has not been reversed, stayed, enjoined, set aside,
annulled or suspended, with respect to which any waiting period prescribed by Law before the
Transactions may be consummated has expired and ag to which all conditions to the
consummation of the Transactions prescribed by Law, regulation or order required to be satisfied
at or prior to the Effective Time have been satisfied;
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{h) the JTC Financing and a Special Dividend and/or a Share
Repurchase shall have been completed in accordance with Section 1.03(e);

() inthe event that the RTO Migration has not been fully completed as
of the Closing Date, arrangements reasonably acceptable to ITC shall have been made such that
no member of the ITC Group (including the members of the TransCo Group) would be
responsible for performing generator dispatch, for economics or market operations, following the
consummation of the Merger (it being understood that the contemplated performance by any
member of the TransCo Group of the generator to load balancing function under the terms of the
Transition Services Agreement shall not result in failure to satisfy this Section 6.02(i)); and-

(i)  Entergy shall have executed and delivered to ITC, and caused each
other member of the Entergy Group or the TransCo Group who is a party to an Ancillary
Agreement to execute and deliver to ITC, each of the Ancillary Agreements.

Section 6.03  Conditions to the Oblgation of Entergy. The obligation of each of
Entergy and TransCo to effect the Merger is subject to the further satisfaction of each of the
following conditions (each of which is for the exclusive benefit of Entergy and TransCo and may
be waived by Entergy unless otherwise provided in this Agreement):

{a) each of ITC and Merger Sub shall have in all material respects
performed (or caused their Affiliates to perform, as applicable) all obligations and complied with
all covenants required by this Agreement and the Other Transaction Agreements to be performed
on or before the Closing;

(b) each of the representations and warranties of ITC (i) in-this _
Agreement (other than Section 3.02 and Section 3.03, Section 3.05{(e) and Section 3.18) shall be.
true and correct both at and as of the date of this Agreement and at and as of the Closing Date, as
if made at and as of such time (except to the extent expressly made as of an earlier date, in which
case as of such date), except where the failure of the representations and warranties to be so true
and correct (without giving effect to any limitation as to “materiality” or an “ITC MAE”) does
not have, and would not reasonably be expected to have, individually or in the aggregate, an ITC
MAE, (i1} set forth in Section 3.02 and Section 3.03 shall be true and correct in all material
respects both at and as of the date of this Agreement and at and as of the Closing Date, as if
made at and as of such time (except to the extent expressly made as of an earlier date, in which
case as of such date) and (i) set forth in clause (i} of Section 3.05(e) and Section 3.18 shall be
true and correct in all respects both at and as of the date of this Agreement and at and as of the
Closing Date, as if made at and as of such time (except to the extent expressly made as of an
earlier date, in which case as of such date); '

{c) no ITC MAE shall have occurred from the date of this Agreement.
through the Closing Date;

(d) the Board of Directors of Entergy shall have received an opinion
from a nationally recognized solvency valuation firm, that, after giving effect to the Transactions
(including the anticipated Financings), that the Transactions shall not leave TransCo “insolvent”
or otherwise unable to pay its obligations as they come due;
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{e) Entergy shall have received a certificate of ITC addressed to Entergy
and dated the Closing Date, signed on behalf of ITC by an officer of ITC, certifying to the effect
that the conditions set forth in Section 6.03(a), Section 6.03({b) and Section 6.03(c) have been
satisfied;

(f)  Entergy shall have received the Ruling; and Entergy shall have
received the (i) Entergy Merger Tax Opinion and (ii) the Tax Opinion; provided that Entergy
shall not be permitted to avoid Closing as a result of the foregoing condition as a result of any
failure of Entergy to receive a ruling or opinion (or the receipt of an adverse ruling or. opinion)
with respect to (A) clause (iii) of the definition of Intended Tax-Free Treatment or {B) the
arrangements contemplated by Section 1.20. There shall be no change in, revocation of, or
amendment to the Ruling or change in Law that could, in the reasonable judgment of counse] to
Entergy, affect the validity of the Ruling in a manner that is materially adverse to Entergy. In
rendering the foregoing opinions, counsel shall be permitted to rely upon and assume the
accuracy of customary representations provided by (A) ITC and Merger Sub and (B) Entergy;

(g) (i) the Entergy Regulatory Approvals and the ITC Regulatory
Approvals shall have been obtained (including, in each case, the expiration or termination ofthe
waiting periods (and any extensions thereof) applicable to the Merger and the Transactions) at or
priot to the Effective Time, and such approvals shall have become Final Orders and (ii) such
Final Orders, with respect to the Entergy Regulatory Approvals and the ITC Regulatory
Approvals, as the case may be, shall not impose terms or conditions that, individually or'in the
aggregate, would reasonably be expected to have an Entergy Burdensome Condition or an ITC
Burdensome Condition; and

(h})  1TC shall have executed and delivered to Entergy each of the
Ancillary Agreements to which it is a party.

ARTICLE Y11

TERMINATION AND ABANDONMENT

Section 7.0}  Termination or Abandomment. Notwithstanding anything in this
Agreement o the contrary, this Agreement may be terminated and abandoned at any time prior
to the Closing Date:

(a) bythe mutual written consent of ITC and Entergy;

(b) by either Entergy or ITC if the Merger shall not have been _
consummated on or prior to June 30, 2013 (the “Qutside Date™), provided, however, that if all of
the conditions to Closing shall have been satisfied or shall be then capable of being satisfied
(other than the conditions set forth in Section 6.01(f), Section 6.01(h). Section 6.02{g) (to the
extent such failure is due to the failure to receive Final Orders in respect of any Regulatory
Approvals) or Section 6,03(g) (to the extent such failure is due to the failure to receive Final
Orders in respect of any Regulatory Approvals)), the Outside Date may be extended by Entergy
or ITC by written notice to the other Party up to an additional six (6) months after the Qutside
Date, the latest of any of which dates shall thereafter be deemed to be the Outside Date; pravided,
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further, that the right to terminate this Agreement pursuant to this Section 7.01(b) shall not be
available to a Party if the failure of the Closing to oceur by such date shall be due to the failure
of such Party to perform or comply in all material respects with the covenants and agreements of
such Party set forth in this Agreement;

{c) by either Entergy or ITC if (A) there is any Law that makes
consummation of the Transactions illegal or otherwise prohibited (other than those having only
an immaterial effect and that do not impose criminal liability or penalties) or (B) any
Governmental Authority having competent jurisdiction has issued an order, decree or ruling or
taken any other action (which the terminating Party must have complied with its obligations
hereunder to resist, resolve or lift) permanently restraining, enjoining or otherwise prohibiting
any material component of the transactions hereunder or imposing an ITC Burdensome
Condition, and such order, decree, ruling or other action becomes final and non-appealable,
provided, however, that the right to terminate pursuant to this Section 7.01{c) shall not be
available to any Party whose failure to perform any of its obligations under Section 5.0 resulted
in such order, decree or ruling;

(d) by either ITC or Entergy if the ITC Shareholder Meeting (including
any adjournments or postponements thereof) shall have concluded and the 1TC Shareholder
Approval contemplated by this Agreement shall not have been obtained; provided, however, that
the right to terminate under this Section 7.01(d) shall not be available to ITC where the failure to
obtain the ITC Shareholder Approval shall have been caused by ITC’s material breach of this
Agreement;

() by ITC, if Entergy shall have breached or failed to perform in any
material respect any of ifs representations, warranties, covenants or other agreements contained
in this Agreement or the Separation Agreement, which breach or failure to perform (i) would
result in a failure of a condition set forth in Section 6.01 or Section 6.02 or in the Separation
Agreement and (i) cannot be or has not been cured prior to the earlier to occur of (A) sixty (60)
calendar days after the giving of written notice referred to in the following proviso or (R) the
Outside Date, provided, however, that ITC shall have given Entergy written notice, delivered at
least sixty (60) calendar days prior to such termination (but no later than the expected Closing
Date), stating ITC’s intention to terminate this Agreement pursuant to this Section 7.01{e) and
the basis for such termination;

(f) by Entergy, if ITC shall have breached or failed to perform in any
material respect any of its representations, warranties, covenants or other agreements contained
in this Agreement or the Separation Agreement, which breach or failure to perform (i) would
result in a failure of a condition set forth in Section .01 or Section 6.03 or in the Separation
Agreement and (ii) cannot be or has not been cured prior to the earlier to occur of (A) sixty (60)
calendar days after the giving of written notice referred to in the following proviso or (B) the
Outside Date, provided, however, that Entergy shall have given ITC written notice, delivered at
least sixty (60) calendar days prior to such termination (but no later than the expected Closing
Date), stating Entergy’s intention to terminate this Agreement pursuant to this Section 7.01(f)
and the basis for such termination;
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(g) by Entergy, in the event ITC or any of its Subsidiaries or their -
respective Representatives or affiliates shall have willfully breached in any material respect any
of their respective obligations under Section 5.07, which breach cannot be or has not been cured
prior to the earlier to occur of (A) ten (10) calendar days after the giving of written notice
referred to in the following provise or (B) the Outside Date, provided, however, that Entergy
shal have given ITC written notice, delivered at least ten (10) calendar days prior to such
termination (but no later than the expected Closing Date), stating Entergy’s intention to terminate
this Agreement pursuant to this Section 7.01(g) and the basis for such termination;

(hy by ITC, at any time prior to obtaining the ITC Shareholder Approval,
in order to enter into a written definitive agreement for an I'TC Superior Proposal, if ITC has
complied with its ebligations under Section 5.07(d); provided, however, that any such purported
termination by ITC pursuant to this Section 7.01(h) shall be void and of no force or effect unless
ITC pays to Entergy the ITC Termination Fee in accordance with Section 7.02;

(iy by Entergy. if there has been an ITC Change of Recommendation;

(i) by Entergy. if (A) there is any Law that makes consummation of the
Transactions illegal or otherwise prohibited (other than those having only an immaterial effect
and that do not impose criminal liability or penalties) or (B) any Governmental Authority having
competent jurisdiction has issued an order, decree or ruling or taken any other action (which the
terminating Party must have complied with its obligations hereunder to resist, resolve or lift)
permanently restraining, enjoining or otherwise prohibiting any material component of the
transactions hereunder or imposing an Entergy Burdensome Ceondition, and such order, decree,
ruling or other action becomes final and non-appealable, provided, however, that the right to
terminate pursuant to this Section 7.01(§) shall not be available if Entergy’s failure to perform
any of its obligations under Section 5.01 resulted in such order, decree or ruling; and

(k) byITC, if Entergy takes any action without the prior written consent
of ITC that would reasonably be expected to cause an RTO Adverse Impact,

In the event of termination of this Agreement pursuant to this Section 7.01, this Agreement shall
terminate (except for the provisions of the last two sentences of Section 3.04, Section 7.02,
Section 8.02, Section 8.04, Section 8.05, Section 8.06 and Section 8.09), and, subject to Section
7.02, there shall be no other Hability on the part of ITC or Entergy to the other except under such
provisions, liability arising out of fraud or an intentional breach of this Agreement or the
Separation Agreement or as provided for in the Confidentiality Agreements, in which case the
aggrieved Party shall be entitled to all rights and remedies available at law or in equity.

Section 7.02  Effect of Termination.

(a) Entergy and ITC agree that (i) if this Agreement is terminated by (A)
Entergy pursuant to Section 7.01(i) or {(B) ITC pursuant to Section 7.01(h) or {ii) (A) if this
Agreement is terminated by Entergy pursuant to Section 7.01(g}, or by ITC or Entergy pursuant
to Section 7.01(d}, (B) prior to any such termination, any Person (other than Entergy or its
Affiliates) shall have made an ITC Takeover Proposal which shall have been publicly announced
or disclosed and not publicly withdrawn or abandoned by such Person at least five (5) Business
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Days prior to the ITC Shareholder Meeting, and (C) within twelve (12) months after such
termination of this Agreement, ITC shall have entered into an agreement to consummate, or shall
have consummated, an ITC Takeover Transaction, then ITC shall pay to Entergy the ITC
Termination Fee as liquidated damages. The ITC Termination Fee shall be paid to Entergy by
ITC in immediately available finds (x) upon termination of this Agreement in the case of a
termination pursuant to clause (I)}(B) above, (y} within five (5) Business Days after termination
in the case of a termination pursuant to clause (i)(A) above and {z) upon the execution of or
entrance into a definitive agreement with respect to an ITC Takeover Transaction in the caseofa
termination pursuant to clause (ii) above.

(b)  Solely for purposes of this Segtion 7.02, “ITC Takepver
Transactipn” shall have the meaning ascribed thereto in Section 5.07, except that all references to
“fifteen percent (15%) or more” shall be changed to “mote than fifty percent (50%).”

Each of the Parties acknowledges and agrees that the covenants and obligations contained in this
Section 7.02 are an integral part of the transactions contemplated by this Agreement, and that,
without these covenants and obligations, the Parties would not have entered into this Agreement
and that the ITC Termination Fee is not a penalty, but rather is liquidated damages in a
reasonable amount that will compensate Entergy and TransCo in the circumstances in which
such ITC Termination Fee is payable for the efforts and resources expended and opportunities
foregone while negotiating this Agreement, the Separation Agreement and the Ancillary
Agreements and in reliance on this Agreement and on the expectation of the consummation of
the Transactions, which amount would otherwise be impossible to calculate with precision,

Upon payment of the ITC Termination Fee in accordance with this Section 7.02, none of ITC,
Merger Sub and any of their respective former, current or future Affiliates or Representatives
shall have any further liability to Entergy, TransCo or their respective shareholders with respect
to this Agreement or the Transactions; provided, however, that Entergy shall have the right to
elect in writing to sue for damages arising out of ITC’s intentional breach of this Agreement in
lieu of (and prior to) payment of the I'TC Termination Fee in circumstances in which the ITC
Termination Fee would otherwise be payable. and upon such election in writing, Enitergy shall no
longer be entitled to payment of the ITC Termination Fee; provided, further. that nothing heremn
shall release ITC from liability for fraud. The Parties acknowledge and agree that inno event
shall ITC be required to pay the ITC Termination Fee on more than one occasion. '

ARTICLE VIH
MISCELLANEQUS

Section 8.01  Survival of Representations. Warranties and Agreements. Except

as provided in the next sentence, none of the representations, warranties and agreements in this
Agreement shall survive the Closing. Notwithstanding the preceding sentence, (a) the covenants
contained in this Agreement that by their terms are to be performed in whole or part after the
Closing shall survive the Closing until they have been performed in accordance with their terms
and (b) the representations and warranties set forth in Section 2.05(c), Section 2.06, Section 2.11
Section 2.17, Section 3.06 and Section 3.18 shall survive until the one (1) vear anniversary of the
Closing, including with respect to the foregoing clauses (a) and (b) for purposes of the
indemnification obligations set forth in Section 5.02, Section 5.03 and Section 5.04 of the
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Separation Agreement and (c) the agreements in Section 5.12 shall survive the Closing
indefinitely.

Section 8.02 Expenses.

{a) General Rule. Except as otherwise provided in this Agreement or
any of the Other Transaction Agreements, all fees and expenses incurred in connection with the
Transactions shall be paid by the Party incurring such fees or expenses (it being agreed for
clarification that any fees and expenses incurred by TransCo or any of its Subsidiaries on or prior
to the Effective Time shall be paid in full (i) by TransCo prior to the Effective Time or (ii} by
Entergy), unless otherwise mutually agreed to by ITC and Entergy in writing.

(b}  Antitrust Fees. ITC and Entergy shall share equally any requisite
filing fee in respect of any notice submitted pursuant to the Antitrust Laws, including the HSR
Act.

(c) Printing Expenses. ITC and Entergy shall share equally the fees and
expenses of printers utilized by the Parties in connection with the preparation of the filings with
the SEC contemplated by Section 5.05.

(d) Fimancing Expenses. TransCo and the TransCo Subs shall pay all
underwriters or lenders fees and expenses incurred in connection with the Financings incurred by
TransCo and the TransCo Subs (excluding, for clarification, any legal, underwriting or other fees
and expenses of Entergy) and such fees and expenses shall be deemed to be Transmission
Liabilities; provided, however that all initial fees and expenses incurred or payable at or prior to
the Effective Time with respect to the TransCo Subs Financing (the “Pre-Closing TransCo Subs
Financing Expenses™) shall be borne (1) directly or indirectly in their entirety by TransCo prior to.
the Effective Time (and out of cash that is not a Transmission Asset) or (if) directly or indirectly
by Entergy and shall be deemed to be Excluded Liabilities,

(e) Attorney’s Fees. Inany Action to enforce any provisions of this
Agreement, or where any provision hereof is validly asserted as a defense, the successful Party
shall be entitled to recover reasonable attorneys’ fees and disbursements in addmon 10.its costs
and expenses and any other available remedy.

Section 8.03  Entire Agreement. This Agreement, the Confidentiality
Agreements and the Other Transaction Agreements, including any related annexes, schedules
and exhibits, as well as any other agreements and documents referred to herein and therein, shall
together constitute the entire agreement between the Parties with respect to the subject matter
hereof and thereof and shall supersede all prior negotiations, agreements and understandings of
the Parties of any nature, whether oral or written, with respect to such subject matter. Ifthere is
a conflict between any provision of this Agreement and a provision of the Other Transaction
Agreements, the provision of this Agreement shall control unless specifically provided otherwise
in this Agreement.

Section 8.04 Governing Law. This Agreement shall be governed by and
construed in accordance with the laws of the State of Delaware, without giving effect to any
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choice or conflict of law provision or rule (whether of the State of Delaware or any other
jurisdiction) that would cause the application of the laws of any jurisdiction other than the State
of Delaware.

Section 8.05 Specific Performance: Jurisdiction. The Parties understand and
agree that the covenants and agreements on each of their parts herein contained are uniquely
related to the desire of the Parties and their respective Affiliates to consummate the Transactions,
that the Transactions are a unique business opportunity at a unique time for each of Entergy and
ITC and their respective Affiliates, and further agree that irreparable damage would occurin the
event that any provision of this Agreement were not performed in accordance with its specific
terms and further agree that, although monetary damages may be avaijlable for the breach of such
covenants and agreements, monetary damages would be an inadequate remedy therefor. It is
accordingly agreed that, in addition to any other remedy that may be available to it, including
monetaty damages, each of the Parties shall be entitled to an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement exclusively in the Delaware Court of Chancery and any state appellate court
therefrom within the State of Delaware (or, if the Delaware Court of Chancery declines to accept
Jurisdiction over a particular matter, any state or federal court within the State of Delaware).
Each of the Parties further agrees that no Party to this Agreement shall be required to abtain,
furnish or post any bond or similar instrument in connection with or as a condition to obtaining
any remedy referred to in this Section 8.05 and each Party waives any objection to the imposition
of such relief or any right it may have to require the obtaining, furnishing or posting of any such
bond or similar instrument. In addition, each of the Parties irrevocably and unconditionally
agrees that any legal action or proceeding with respect to this Agreement and the rights and
obligations arising hereunder, or for recognition and enforcement of any judgment in respect of
this Agreement and the rights and obligations arising hereunder brought by the other Party hereto
or its successors or assigns, shall be brought and determined exclusively in the Delaware Court
of Chancery and any state appellate court therefrom within the State of Delaware (or, if the
Delaware Court of Chancery declines to accept jurisdiction over a particular matter, any state or
federal court within the State of Delaware). Each of'the Parties hereby irrevocably submits with
regard to any such action or proceeding for itself and in respect of its property, generally and
unconditionally, to the personal jurisdiction of the aforesaid courts and agrees that it will not
bring any action relating to this Agreement or any of the Transactions contemplated by this
Agreement in any court other than the aforesaid courts. Each of the Parties hereby irrevocably
waives, and agrees not to assert, by way of motion, as a defense, counterclaim or otherwise, in
any action or proceeding with respect to this Agreement, (a) any claim that it is not personally
subject to the jurisdiction of the above named courts for any reason other than the failure to serve
in accordance with this Section §.03, (b) any claim that it or its property is exempt or immune
from jurisdiction of any such court or from any legal process commenced in such courts
{whether through service of notice, attachment prior to judgment, attachment in aid of execution
of judgment, execution of judgment or otherwise) and (c) to the fullest extent permitted by the
applicable Law, any claim that (i) the suit, action or proceeding i such court is brought in an
inconvenient forum, (ii) the venue of such suit, action or proceeding is improper or (iii} this
Agreement, or the subject matter hereof, may not be enforced in or by such courts.
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Section 8.06  Waiver of Jury Trial. EACH OF THE PARTIES
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

Section 8.07 Notices. All notices, requests, permissions, waivers and other
communications hereunder shall be in writing and shall be deemed to have been duly given (a)
five (5) Business Days following sending by registered or certified mail, postage prepaid, (b)
when sent, if sent by facsimile, provided, that the facsimile transmission is prompily confirmed
and any facsimile transmission received after 5:00 p.m. Eastern time shall be desmed received at
9:00 a.m, Eastern time on the following Business Day, (¢) when delivered, if delivered
personally to the intended recipient and (d) one (1) Business Day following sending by overnight
delivery via a national courier service and, in each case, addressed to a Party at the following
address for such Party

(a) 1f'to Entergy:

Entergy Corporation

639 Loyola Avenue

New Orleans, LA 70113

Attn: J. Wayne Leonard, Chief Executive Officer
Facsimile: (504) 576-2776

with a copy to (which shall not constitute notice):

Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C, 20005

Attn: Michael P. Rogan, Esq.; Pankaj K. Sinha, Esq.
Facsimile: (202) 393-5760

(by IftolTC:

I'TC Holdings Corp.

27175 Energy Way

Nowvi, MI 48377

Attn: Daniel J. Oginsky, Senior Vice President and General Counsel
Facsimile: (248) 946-3562

with a copy to (which shall not constitute notice).

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: {212) 455-2502
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(c)

(d)

(e)

1f to Merger Sub:

¢/o ITC Holdings Corp.

27175 Energy Way

Novi, MI 48377

Attn: Daniel 1, Oginsky, Senior Vice President and General Counsel
Facsimile: (248) 946-3562

with a copy to {(which shall not constitute notice):

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2502

If to TransCo prior to the Distribution Date:

c/o Entergy Corporation

639 Loyola Avenue

New Orleans, LA 70113

Attn: J. Wayne Leonard, Chief Executive Officer
Facsimile: (504) 376-2776

with a copy to (which shall not constitute notice):

Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C. 20005

Attn: Michael P. Rogan, Esq.; Pankaj K. Sinha, Esq.
Facgimile: (202) 393-5760

Ifto TransCo after the Distribution Date:

¢/o ITC Holdings Corp.

27175 Energy Way

Novi, MI 48377

Attn: Daniel J. Oginsky, Senior Vice President and General Counsel
Facsimile: {248} 946-3562

with a copy to (which shall not constitute notice):

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212} 455-2502
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or to such other address(es) as shall be furnished in writing by any such Party to the other Party
in accordance with the provisions of this Section 8.07. Any notice to Entergy shall be deemed
notice to all members of the Entergy Group, and any notice to TransCo shall be deemed notice to
all members of the TransCo Group.

Section 8.08  Amendments and Waivers.

(a) This Agreement may be amended and any provision of this
Agreement may be waived, provided, however, that any such waiver shall be binding upen a
Party only if such waiver is set forth in a writing executed by such Party and any such
amendment shall be effective only if set forth in a writing executed by each of the Parties. No .
course of dealing between or among any Persons having any interest in this Agreement shall be
deemed effective to modify, amend or discharge any part of this Agreement or any rights or
obligations of any Party under or by reason of this Agreement.

(b) No delay or failure in exercising any right, power or remedy
hereunder shalt affect or operate as a waiver thereof nor shall any single or partial exercise
thereof or any abandonment or discontinuance of steps to enforee such a right, power or remedy
preclude any further exercise thereof or of any other right, power or remedy. The rights and
remedies hereunder are cumulative and not exclusive of any rights or remedies that any Party
would otherwise have. Any waiver, permit, consent or approval of any kind or character of any
breach or defaulf under this Agreement or any such waiver of any provision of this Agreement
must satisfy the conditions set forth in Section 8.08(a) and shall be effective only to the extent in
such writing specifically set forth.

Section 8.09 No Third-Party Bepeficiaries. This Agreement is solely for the
benefit of the Parties and does not confer on third parties (including any emplovees of any
member of the Entergy Group or the TransCo Group) any remedy, claim, reimbursement, claim
of action or other right in addition to those existing without reference to this Agreement.

Section 8.10  Assignabilitv; Binding Effect. This Agreement is not assignable
by any Party without the prior written consent of the other Parties and any attempt {0 assign this
Agreement without such consent shall be void and of no effect. This Agreement shall be binding
upon and inure to the benefit of the Parties and their respective successors and permitted assigns.

Section 8.11 Construction: Interpretation. Headings of the Articles and Sections
of this Agreement are for convenience of the Parties only and shall be given no substantive or
mterpretive effect whatsoever. The table of contents to this Agreement is for reference purposes
oniy and shall not affect in any way the meaning or interpretation of this Agreement. Whenever
required by the context, any pronoun used in this Agreement or the Entergy Disclosure Letter or
ITC Disclosure Letter shall include the corresponding masculine, feminine or neuter forms, and
the singular forms of nouns, pronouns and verbs shall include the plural and vice versa.
Reference to any agreement, document, or instrument means such agreement, document, or
msirument as amended or otherwise moditied from time to time in accordance with the terms
thereof, and if applicable hereof. Whenever the words “include,” “includes” or “including” are
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used in this Agreement, they shall be deemed to be followed by the words “without limitation.”
The words “hereof,” “herein” and “hereunder” and words of similar import when used in this
Agreement shall refer to this Agreement as a whole and not to any particular provision of this
Agreement. The Parties have participated jointly in the negotiation and drafting of this
Agreement and the Other Transaction Agreements. In the event an ambiguity or question of
intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the
Parties, and no presumption or burden of proof shall arise favoring or disfavoring any Party by
virtue of the authorship of any of the provisions of this Agreement.

Section 8,12 Severability. Any term or provision of this Agreement which is
invalid or unenforceable in any jurisdiction shall, as to that jurisdiction, be ineffective to the
extent of such invalidity or unenforceability without rendering invalid or unenforceable the
temaining terms and provisions of this Agreement in any other jurisdiction. If any provision of
this Agreement is so broad as to be unenforceable, such provision shall be interpreted to be only
so broad as is enforceable.

Section §.13  Counterparts. This Agreement may be executed in multiple
counterparis {any one of which need not contain the signatures of more than one Party), each of
which shall be deemed to be an original but all of which taken together shail constitute one and
the same agreement. This Agreement, and any amendments hereto, to the extent signed and
delivered by means of a facsimile machine or other electronic transmission, shall be treated in ali
manner and respects as an original agreement and shall be considered to have the same binding
legal effects as if it were the original signed version thereof delivered in person. At the request
of any Party, the other Party shall re-execute original forms thereof and deliver them to the
requesting Party. No Party shall raise the use of a facsimile machine or other electronic means to
deliver a signature or the fact that any signature was transmiited or communicated through the
use of facsimile machine or other eleetronic means as a defense to the formation of a Contract
and each such Party forever waives any such defense.

Section 8.14  Disclosure Letfers. There may be included in the Entergy
Disclosure Letter and/or the ITC Disclosure Letter items and information that are not “material,”
and such inclusion shall not be deemed to be an acknowledgment or agreement that any such
item or information (or any non-disclosed item or information of comparable or greater
significance) is “material,” or to affect the interpretation of such term for purposes of this
Agreement. Matters reflected in the Entergy Disclosure Letter and ITC Disclosure Letter are not
necessarily limited to matters required by this Agreement to be disclosed therein. The Entergy
Disclosure Letter and ITC Disclosure Letter set forth items of disclosure with specific reference
to the particular Section or subsection of this Agreement to which the information in the Entergy
Disclosure Letter and ITC Disclosure Letter, as applicable, relates; provided, however, that any
information set forth in one Section of such disclosure letter shall be deemed to apply to each
other Section or subsection thereof'to which its relevance is reasonably apparent on its face.
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ARTICLE IX

Section 9.01 Definitions. For purposes of this Agreement, the following terms,
when utilized in a capitalized form, shall have the following meanings:

“Acceptable RTO” has the meaning set forth in Section 4.01(d).

“Action” means any demand, charge, claim, action, suit, counter suit, arbitration,
mediation, hearing, inquiry, proceeding, audit, review, complaint, litigation or investigation, or
proceeding of any nature whether administrative, civil, criminal, regulatory or otherwise, by or
before any federal, state, local, foreign or international Governmental Authority or any
arbitration or mediation tribunal.

“Additional TransCo Units” has the meaning set forth in Section 1.02(b}v).

“Affiliate” means, with respect to any Person, any other Person directly or indirectly
controlling, controlled by, or under common control with such other Person as of the date on
which, or at any time during the period for which, the determination of affiliation is being made.
For purposes of this definition, the term “control” (including, with correlative meanings, the
terms “controlled by” and “under common control with™), as used with respect to any Person
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of such Person, whether through the ownership of voting securities, by
Contract or otherwise.

“Aggregate Disqualified Shares Number” has the meaning set forth in Section 1.02(b)(}ii).

I3

‘Agreement” has the meaning set forth in the preamble.

“Agreement Date” means the first day on which the Separation Agreement is a binding
contract within the meaning of Temporary Treasury Regulation Section 1.368-1 Tle}2)(iHA).

“Agreement Disputes” has the meaning given to such term in the Separation Agreement.

“Ancillary Agreements™ has the meaning given to such term in the Separation Agreement.

“Antitrust Laws” means the Sherman Act, as amended, the Clayton Act, as amended, the
HSR Act, the Federal Trade Commission Act and all other Laws that are designed or intended-to
prohibit, restrict or regulate actions having the purpose or effect of monopolization 6r restraint of
trade.

“Assets” means any and all assets, properties and rights (including goodwill}, wherever
located (including in the possession of vendors or other third parties or elsewhere), whether real,
personal or mixed, tangible, intangible or contingent, in each case whether or not recorded or
reflected or required to be recorded or reflected on the books and records or financial statements
of any Person, including the following: (i) in respect of TransCo Empioyees and subject to any
applicable collective bargaining obligations, performance reviews in respect of the period while
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employed by a member of the TransCo Group, Forms 1-9 and W-4, service credit records,
vacation and other leave accrual/balance records, and employee benefit election records in effect
as of Closing, (if) records pertaining to customers, suppliers and agents, (i) all accounting,
business and other books, records and files, whether in paper, microfilm, microfiche, computer
tape or disc, magnetic tape or any other form, (iv}) all computers and other electronic data
processing equipment, telecommunication equipment and data, fixtures, machinery, equipment,
furniture, office equipment, motor vehicles and other transportation equipment, special and
general tools, apparatus, cables, electrical devices, prototypes and models, test devices,
transmitters, other miscellaneous supplies and other tangible personal property of any kind, (v)
all inventories of materials, parts, raw materials, packing materials, supplies, work-in-process,
goods in transit, consigned goods and finished goods and products, (vi) all Real Property
Interests, (vii) all interests in any capital stock or other equity interests of any Subsidiary or any
other Person; all bonds, notes, debentures, evidences of indebtedness, puts, calls, straddles,
options and other securities of any kind issued by any Subsidiary or any other Person; all Joans,
advances or other extensions of credit or capital contributions to any Subsidiary or any other
Person, and all other investments in securities of any Person, {(viii) all Permits, distribution and
supplier arrangements, sale and purchase agreements, joint operating agreements, license .
agreements, leases of personal property, open purchase orders for raw materials, supplies, parts
or services, unfilled orders for the manufacture and sale of products and ail other Contracts and
business arrangements, (ix} all deposits, letters of credit and performance and surety bonds, (x)
all Intellectual Property Rights and licenses from third persons granting the right to use any
InteHectual Property Rights, (xi) all software owned, licensed or used, (xii) all cost information;
sales and pricing data; customer prospect lists; supplier records; customer, distribution and
supplier lists; customer and vendor data, correspondence and lists; product literature (including
historical); advertising and promotional materials, and other printed or written materials; artwork;
design; development, manufacturing and quality control records, procedures and files; vendor
and customer drawings, formulations and specifications; quality records and reports and other
books, records, ledgers, files, documents, plats, photographs, studies, surveys, reports, plans and .
documents, operating, production and other manuals, including corporate minute books and
related stock records, financial and Tax records (inchiding Tax Returns), in all cases whether in
paper, microfilm, microfiche, computer tape or disc, magnetic tape or any other form,:(xiii) all. -
prepaid expenses, including prepaid leases and prepaid rentals, trade accounts and other accounts
and notes receivables (whether current or non-current), (xiv) all interests, rights to-causes of -
action, lawsuits, judgments, claims, counterclaims, rights under express or implied warranties,
rights of recovery and rights of setoff of any kind, demands and benefits of any Person, including
all claims or rights against any Person arising from the ownership of any Asset, all rights in
connection with any bids or offers, causes of action or similar rights, whether accrued or
contingent and (xv) all Governmental Approvals, and other licenses and authorizations issued by
any Governmental Authority.

“Audited Financial Statements™ has the meaning given fo such term in Section 5.03(a).

“Business Day” means any day that is not a Saturday, a Sunday or other day that is a
statutory holiday under the federal Laws of the United States. In the event that any action is
required or permitted to be taken under this Agreement on or by a date that is not a Business Day,
such action may be taken on or by the Business Day immediately following such date.
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“Cancelled Units” has the meaning set forth in Section 1.09(b).

“Certificate of Merger” has the meaning set forth in Section 1.05(h).

“Charter Amendment” has the meaning set forth in Section 3.03(a).

“Clean-Up Spin-Off” has the meaning set forth in the recitals.

“Closing”™ has the meaning set forth in Section 1.01.
“Closing Date™ has the meaning set forth in Section 1.01.

“Code” means the United States Internal Revenue Code of 1986 {or any successor
statute), as amended from time fo time.

“Collective Bargaining Agreements” mean all agreements with the collective bargaining
representatives of TransCo Employees that set forth the terms and conditions of employment of
TransCo Employees, and all medifications of, or amendments to, such agreements and any rules,
procedures, awards or decisions of competent jurisdiction interpreting or applying such
agreements,

“Commission” has the meaning set forth in Section 2.04(b).

“Confidentiality Agreements” means those written confidentiality agreements previously
entered into by Entergy and ITC relating to the Transactions.

“Consents” means any consents, waivers or approvals from, or notification requirements
to, or authorizations by, any third parties.

“Contract” means any legally binding written or oral agreement, contract, su_bcontrac_t,
lease, understanding, instrument, note, option, warranty, sales order, purchase order, lice_nse,
sublicense, insurance policy, benefit plan or commitment or undertaking of any nature, excluding
any Permit.

“Debt Exchange™ has the meaning given to such term in the Separation Agreement.
“DGCL” means the General Corporation Law of the State of Delaware.
“DLLCA” means the Delaware Limited Liability Company Act,

“Disqualified Share™ has the meaning set forth in Section 1.02(c).

<

‘Disqualified Shares Principal Reduction Amount” has the meaning set forth in Section
1.02(b){vii).

“Dissenting Share” has the meaning set forth in Section 1.19.

“Dissenting Shareholder™ has the meaning set forth in Sgction 1,19,
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“Distribution” has the meaning set forth in the recitals,
“Distribution Date” has the meaning given to such term in the Separation Agreement. -

“Distribution-Interconnection Agreement” has the meaning given to such term in the
Separation Agreement.

“DOJ” means the United States Department of Justice,

“Entergy” has the meaning set forth in the preamble,

“Entergy Burdensome Condition” has the meaning set forth in Section 5.01(f).

“Entergy Common Stock™ has the meaning set forth in the recitals.

“Entergy Contribution™ has the meaning given to such term in the Separation Agreement.

“Entergy Disclosure Letter” means the disclosure letter delivered by Entergy to ITC
immediately prior to the execution of this Agreement.

“Entergy ERISA Affiliate” has the meaning set forth in Section 2,10(a).

“Entergy Exchangeable Debt” has the meaning given to such term in the Separation
Agreement.

“Butergy Filings” means, collectively, the TransCo $-1/8-4 and the Schedule TO.

“Entergy Group” means Entergy and each of its Subsidiaries, including, for purposes of '
this Agreement, each member of the TransCo Group but only for times prior to the Effective
Time. :

“Entergy Guarantees” means arrangements in which guaranties (including guaranties of
performance or payment under Contracts, commitments, Liabilities and Transmission Permits),
letters of credit or other credit or credit support arrangements, including bid bonds, advance
payment bonds, performance bonds, payment bonds, retention and/or warranty bonds or other
bonds or similar instruments, were or are issued, entered into or otherwise put in place by any
Persen other than any member of the TransCo Group to support or facilitate, or otherwise in
respect of, the obligations of any member of the TransCo Group or the Transmission Business or
Contracts, commitments, Liabilities and Transmission Permits of any member of the TransCo
Group or the Transmission Business.

“Entergy Merger Tax Opinion™ means the written opinion, dated as of the Closing Date,
from Cooley LLP, counsel to Entergy, in form and substance reasonably satisfactory to Entergy,
to the effect that the Merger will qualify as a reorganization within the meaning of Section 368(2)
of the Code.

“Entergy Regulatory Approvals” has the meaning set forth in Section 2.04(b).
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“Entergy Retail Regulator” shall mean any Commission pursuant to which any ofthe
Utility OpCos is regulated as a public utility.

“Effective Time” has the meaning set forth in Section 1.05(b).

“Employee Matters Agreement” means the Employee Matters Agreement, dated as of the
date of this Agreement, among TransCo, Entergy and ITC.

“Environmental Laws” means all Laws relating to pollation or protection of the
environment, natural resources (including non-human species) or human health and safety as
affected by exposure to hazardous substances, poilutants or contaminants, including, without
limitation, laws relating to Releases or threatened Releases of Hazardous Materials (including,
without limitation, Releases to ambient air, surface water, groundwater, land, surface and
subsurface strata) or otherwise relating to the manufacture, processing, distribution, use,
treatment, storage, Release, transport, disposal or handling of Hazardous Materials.

“Environmental Laws” include, without limitation, CERCLA (42 U.8.C. Section 9601 et séq. )
the Hazardous Materials Transportation Act (49 U.5.C. Sections 1801 et seq.), the Resource
Conservation and Recovery Act (42 1.8.C. Sections 6901 et seq.), the Federal Water Poliution
Control Act (33 U.S.C. Sections 1251 et seq.), the Clean Air Act (42 U.S.C. Sections 7401 et
seq.), the Toxic Substances Control Act {15 1.8.C. Sections 2601 et seq.), the Oil Pollution Act
{33 U.8.C. Sections 2701 et seq.), the Emergency Planning and Community Right-to-Know Act
{42 U.8.C. Sections 11001 et seq.), the Occupational Safety and Health Act (29 U.8.C. Sections
651 et seq.), the Endangered Species Act (16 U.S.C. Sections 1531 et seq.), the Migratory Bird
Treaty Act (16 U.5.C. Sections 703 et seq.), the Bald and Golden Eagle Protection Act (16 U.S. C.
Sections 668 et seq.) and state laws analogous to any of the above,

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended:

“ERSC” means the Entergy Regional State Committee or any successor commission or
organization that is comprised of the existing Entergy Regional State Committee membership.

“ESI” means Entergy Services, Inc., a Delaware corporation and a whelly owned
Subsidiary of Entergy.

“Estimation Date™ has the meaning set forth in Section 1.02(b)(id).
“Exchange Act” means the Securities Exchange Act of 1934, as amended.
“Exchange Agent” has the meaning set forth in Section 1,10(b).
“Exchange Fund” has the.meaning set forth in Section 1.10{b).

“Exchange Offer” has the meaning set forth in the recitals.

“Exchange Ratig” has the meaning set forth in Section 1.09(a).

3

‘Exchange Trust” has the meaning set forth in Section 1.20.
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“Excluded Assets” has the meaning given to such term in the Separation Agreement.

“Excluded Liability” has the meaning given to such term in the Separation Agreement,

“FERC” means the United States Federal Energy Regulatory Commission.

*FERC 18 CER” means accounting rules and guidelines of FERC contained in Title 18 of
the Code of Federal Regulations,

“FERC 203 Approval” means all approvals necessary under Section 203 of the FPA for
the disposition of or change in control over FERC jurisdictional facilities and the merger or
consolidation of FERC jurisdictional facilities.

“TERC 204 Approval” means an approval under Section 204 of the FPA approving, to
the extent necessary, the issuance of securities or incurrence of indebtedness by TransCo and/or
the TransCo Subs in connection with consummation of the Transactions.

“FERC 205 Approval” means all approvals under Section 205 of the FPA requested by
ITC in connection with consummation of the Transactions, including rates which are not
suspended or subject to hearing or refund, and such other approvals under Section 205 of the
FPA requested by Entergy and its Subsidiaries in connection with consummation of the
Transactions.

“FERC Approvals” means the FERC 203 Approval, the FERC 204 Approval, the FERC
205 Approval and approvals of the Distribution Interconnection Agreement, the Generation
Interconnection Agreement, the Transition Services Agreement, other Ancillary Agreements and
any other agreements, where required, relating to the relationship between ITC and Entergy or
any of its Subsidiaries.

“FERC Construct” means ITC’s or TransCo’s (or their respective Subsidiaries’, as_.'_
applicable} FERC-approved return on equity, capital structure, forward-looking formula rate
mechanism, initial rates and all subsequent rates calculated pursuant to the FERC-approved rate
construct (taking into account return on equity, capital structure and forward-looking formula
rate mechanismy), terms and conditions of service, operations and maintenance expenses and
administrative and general expenses.

“FPA” means the Federal Power Act, as amended.

“FTC” means the United States Federal Trade Commission.

“Final Order” has the meaning set forth in Section 6.02(g).

“Financings” has the meaning given to such term in the Separation Agreement.

“Fully Diluted Basis™ has the meaning set forth in Section 1.02(b)().

“GAAP” means United States generally accepted accounting principles, as consistently
applied by Entergy in the preparation of its consolidated financial statements.
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‘Generation Interconnection Agreement” has the meaning given to such term in the
Separation Agreement.

“Good Utility Practice” shall mean any of the practices, methods and acts engaged in or
approved by a significant portion of the electric industry during the relevant time period, or any
of the practices, methods and acts which, in the exercise of reasonable judgment in light of the
facts known at the time the decision was made, could have been expected to accomplish the
desired result at a reasonable cost consistent with good business practices, reliability, safety and
expedition. Good Utility Practice is not intended to be limited to the optimum practice, method,
or act o the exclusion of all others, but rather to be acceptable practices, methods, or acts
generally accepted in the region.

“Governmental Approvals” has the meaning given to such term in the Separation
Agreement.

“Governmental Authority” means any federal, state, local, foreign or international court,
government, department, commission, board, bureau, agency, official or other regulatory,
administrative or governmental authority or self-regulatory organization.

“Guaranteed Obligations™ has the meaning set forth in Section 5.12.

“Hazardous Materials” means (a) any petrochemical or petroleum products, oil or coal
ash, radicactive materials, radon gas, asbestos in any form that is or could become friable, urea
formaldehyde foam insulation and transformers or other equipment that contain dielectric fluid
which contains any polychlorinated biphenyls; (b) any chemicals, materials or substances
defined as or included in the definition of “hazardous substances,” “hazardous wastes,”
“hazardous materials,” “hazardous constituents,” “restricted hazardous materials,” “extremely
hazardous substances,” “toxic substances,” “contaminants,” “pollutants,” “toxic pollutants” or
words of similar meaning and regulatory effect under any applicable Law; and (c) any other
chemical, material or substance, exposure to which is prohibited, limited or regulated by, or that
may result in liability under, any applicable Law,

“Historical Financial Statements™ has the meaning set forth in Section 2.05(a).

“HSR Act” has the meaning set forth in Section 2.04(b).

“Indebtedness™ means, with respect to any Person, (i) the aggregate indebtedness for.
borrowed money, including any accrued interest, fees and any cost or penalty associated with
prepaying such indebtedness, and including any such obligations evidenced by bonds, debentures,
notes or similar obligations, (ii) obligations under any deferred purchase price arrangements, (iii)
capitalized lease obligations that are classified as a balance sheet liability in accordance with
GAAP, (iv) obligations under any sale and leaseback fransaction, synthetic lease or tax
ownership operating lease transaction (whether or not recorded on the balance sheet), (v)
obligations with respect to hedging, swaps or similar arrangements relating to any of the
foregoing, (vi) all guarantee obligations of such Person in respect of obligations of the kind
referred to in clauses (i} through (v) above, and (vii) all obligations of the kind referred to in
clauses (i) through (vi) above secured by (or for which the holder of such obligation has an
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existing right, contingent or otherwise, to be secured by) any Security Interest on property
(inciuding accounts and contract rights) of such Person, whether or not such Person has assumed
or become liable for the payment of such obligation, in each case, owed by such Person.

“Initial Issuance Exchange Ratio” has the meaning set forth in Section 1.02(a).

“Intellectual Property Rights” means all worldwide intellectual property and industrial
property rights, including without limitation, all (a) patents, mventions, technology, processes
and designs, (b) trademarks, trade names, service marks, domain names, logos, trade dress, and
other source indicators, and all goodwill symbolized thereby, (c) copyrights, works of authorship,
computer software and systems, (d) trade secrets, know-how, and tangible and intangible
proprietary information and materials, and (e) any applications, registrations, renewals, foreign
counterparts, extensions, continuations, continuations-in-part, re-examinations, reissues, and
divisionals of the foregoing.

“Intended Tax-Free Treatment™ means that (i) the Internal Restructuring qualifies as one
or more reorganizations pursuant to Section 368(a) of the Code that is tax-free to Entergy and the
Entergy Group, (ii) the Entergy Contribution, taken together with the Distribution, qualifies as a
reorganization pursuant to Sections 368(a)(1)(D) and 355 of the Code that is tax-free to Entergy,
the Entergy shareholders and TransCo, (iii) the Debt Exchange qualifies for tax-free treatment to
Entergy pursuant to Section 361(c) of the Code and (iv) the Merger qualifies as a reorganization
pursuant to Section 368(a) of the Code.

“Internal Restructuring” has the meaning given to such term in the Separation Agreement.

“IRS” means the United States Department of the Treasury Internal Revenue Service.
“IRS Submission” has the meaning set forth in Section 3,15(a).

“TTC” has the meaning set forth in the preamble.

“ITC Benefit Plans” has the meaning set forth in Section 3.11(a).

“ITC Burdensome Condition™ has the meaning set forth in Section 5.01(g}.

“ITC Capital Stock” means (i} all classes and series of capital stock of ITC, including,

without limitation, the ITC Common Stock, (ii} all instruments properly treated as equity in ITC
for tax purposes and (iii) all options, warrants, and other rights respecting (i} or (ii).

“ITC Change of Recommendation™ has the meaning set forth in Section 3.07(d).

“ITC Common Stock” has the meaning set forth in Section 3.03(a).

“I'TC Disclosure Letter” means the disclosure letter delivered by TTC to Entergy
immediately prior to the execution of this Agreement.

“ITC Equity Interests” has the meaning set forth in Section 3.03(b).
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“ITC Equity Value” has the meaning set forth in Section 1.02(b)}(iv).

“ITC ERISA Affiliate” has the meaning set forth in Section 3.1 1(a).

I3

C Filings” means, collectively, the Proxy Statement and the ITC Form S-4.

“ITC Financing” means the debt financings by ITC to fund the Special Dividend and/or
Share Repurchase. :

“ITC Form S§-4” has the meaning set forth in Section 5.05(a).

“ITC Great Plaing” means ITC Great Plains, LLC, a wholly owned snbsidiary of XTC
Grid Development, LLC and an indirect wholly owned subsidiary of ITC.,

“FIC Group” means ITC and each of its Affiliates, including after the Closing, the
TransCo Group.

“ITC IP” has the meaning set forth in Section 3.16.

“ITC MAE” means an event, change, effect, development, state of facts, circumstance,
condition or occurrence that is materially adverse to the Assets, Liabilities, business; financial
condition or results of operations of ITC and its Subsidiaries as a whole, or on the ability of ITC
or Merger Sub to consummate the Transactions, but shall not be deemed to include any event,
change, effect, development, state of facts, circumstance, condition or occurrence to the extent (i)
in or affecting the economy or the financial, securities or commodities markets in the United
States or elsewhere in the world, the industry or industries in which ITC or the ITC Subsidiaries
operate generally or in any specific jurisdiction or geographical area or (if) resulting from or
arising out oft {A) any changes, events or developments in the international, national, regional,
state or local wholesale or retail markets for electric power, capacity or fuel or related products;
(B) any changes, events or developments in the national, regional, state or local electric
transmission or distribution systems or increases or decreases in planned spending with respect
thereto (except to the extent resulting from a material reduction in authorized return of equity for. -
ITC or any ITC Subsidiary); (C) the announcement or the existence of this Agreement or the
Separation Agreement or the consummation of the Transactions (provided, that this clause (C)
shall not be applicable with respect to JTC’s representations and warranties in Section 3.04); (D)
taking any action at the written request of Entergy; (E) any changes in GAAP or accounting
standards, regulatory accounting requirements applicable to United States utility organizations
generally or interpretations thereof, in each case, after the date of this Agreement; (F) any
weather-related or other force majeure event or outbreak of hostilities or acts of war or terrorism,
other than any of the foregoing involving physical damage or destruction to or rendering '
physically unusable Assets of ITC or its Subsidiaries; (G) any failure to meet any internal or.
public projections, forecasts or estimates of revenues, earnings, cash flow or cash position or
budgets (it being understood that the facts, events or circumstances giving rise to or contributing
to such failure may be deemed to constitute, and may be taken into account in determining
whether there is, or is likely to be, an FTC MAEY); and (H) any reduction in the credit rating of
ITC or any ITC Subsidiary to the extent attributable to the expected consummation of the
Transactions but not to the extent attributable to a change in ITC, or, as the case may be, such
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ITC Subsidiary’s business, financial condition, or results of operations; provided, however; that
any event, change, effect, development, state of facts, circumstance, condition or occurrence
described in each of clauses (i) and (ii) (A), {B), (E) or (F) above shall be considered in
determining an ITC MAE if and fo the extent that such event, change, effect, development, state
of facts, circumstance, condition or occurrence has a disproportionate effect on ITC and the ITC
Subsidiaries, taken as a whole, relative to other participants in the electricity transmission
industry.

“TTC Material Contracts™ has the meaning set forth in Section 3.10(a).

“1TC Merger Tax Opinign” means the written opinion, dated as of the Closing Date, from
Simpson Thacher & Bartlett LLP, counsel to ITC, in form and substance reasonably satisfactory
to ITC, to the effect that the Merger will qualify as a reorganization within the meaning of”
Section 368(a) of the Code.

“TEC Midwest” means JTC Midwest LLC, a whoHy owned subsidiary of ITC.

“ITC Midwest Financing” means the issuance by I'TC Midwest of $100,000,000 of first:
mortgage bonds.

“ITC Permits™ has the meaning set forth in Section 3.09(b).

“ITC Preferred Stock™ has the meaning set forth in Section 3.03(a).

“ITC Recommendation™ has the meaning set forth in Section 3.07(a).
“1TC Regulatory Approvals™ has the meaning set forth in Section 3.04(b).
“ITC 3EC Filings™ has the meaning set forth in Section 3.05(a).

“1TC Shareholder Approval” has the meaning set forth in Section 3.07(a). .

“ITC Shareholider Meeting” has the meaning set forth in Section 5.06(a).
“ITC Shareholders” means the holders of ITC Common Stock.

“T1C Stock Issuance™ has the meaning set forth in Section 1.09(a).

*ITC Superior Proposal™ has the meaning set forth in Section 5.07(e)(iii}.

“ITC Takeover Proposal” has the meaning set forth in Section 5.07{e)(i}.

“ITC Takeover Transaction™ has the meaning set forth Section 5,07(e)(ii).

“ITC Termination Fee” shall mean an amount equal to $113,570,800.

“ITC Transmission” means ITC Transmission Company, a wholly owned subsidiary of
ITC.
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“Knowledge” means, in the case of ITC, the actual knowledge without inquiry of the -
persons listed in Section 9.01 of the ITC Disclosure Letter as of the date of the representation,
and, in the case of Entergy, the actual knowledge without inquiry of the persons listed in Section
9.01 of the Entergy Disclosure Letter as of the date of the representation.

“Law” means any statute, law (including common law), ordinance, regulation, rule, code
or other legally enforceable requirement of, or Order issued by, a Governmental Authority.

“Liabilities” means all debts, liabilities, including liabilities for Taxes, guarantees,
assurances, commitments and obligations, whether fixed, contingent or absolute, asserted or
unasserted, matured or unmatured, liquidated or unliquidated, accrued or not acorued, known or
unknown, due or to become due, whenever or however arising (including whether arising out of
any Coniract or tort based on negligence, strict liability or relating to Taxes payable by a Person
in connection with compensatory payments to employees or independent contractors).and
whether or not the same would be required by generally accepted principles and accounting
policies to be reflected in financial statements or disclosed in the notes thereto.

“Management Appointees” has the meaning set forth in Section 1.08(b).

“MBCA” means the Business Corporation Act of the State of Michigan, as amended.

“MBCA Vote” means the required vote of ITC’s shareholders to approve the Merger
under Sections 703a and 754 of the MBCA.

“METC” means Michigan Electric Transmission Company, LLC, an indirect wholly
owned subsidiary of ITC. '

“Merger” has the meaning set forth in Section 1.05(a).

“Merger Consideration™ has the meaning set forth in Section 1.09(a).

i

Merger Sub” has the meaning set forth in the preamble.

“Merger Sub Common Unifs” has the meaning set forth in Section 3.03(d).

“Net Transmission Plant Investment” means: (A) plant assets included in FERC accounts
101 and 106 further broken down in FERC sub-accounts 350 through 359 afier adjustment to
exclude (i) any plant assets depreciated or amortized in FERC account 404 and 405, (ii) asset
retirement costs for transmission plant in FERC plant account 359.1, (iii) transmission plant
excluded from ISO rates and transmission plant included in OATT Ancillary Services (Note M
and Note N, respectively, on the Third Reviged Sheet No. 1322 of the Midwest 1SO
Transmission and Energy Markets Tariff) and (iv) capitalized leases, plus transmission land held
for fiuture use in FERC account 105, plus transmission related materials and supplies and stores
expense in FERC accounts 154 and 163 after adjustment to exclude obsolete materials &
supplies (as determined in accordance with GAAP) less (B} Transmission Plant Investment
Accomulated Depreciation.

“Non-FERC Approvals” has the meaning set forth in Section 2.04(b).
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“NYSE” means the New York Stock Exchange.

“Order” means any: (i) order, judgment, injunction, edict, decree, ruling, pronouncement,
determination, decision, opinion, verdict, sentence, subpoena, writ or award issued, made,
entered, rendered or otherwise put into effect by or under the authority of any court,
administrative agency or other Governmental Authority or any arbitrator or arbitration panel; or
(it) Contract with any Governmental Autherity entered into in connection with any Action.

“QOrganizational Documents” means, with respect to any corporation, its articles or
certificate of incorporation, memorandum or articles of association and by-laws or documents of
similar substance; with respect to any limited tiability company, its articles or certificate of
organization, formation or association and its operating agreement or limited liability company
agreement or documents of similar substance; with respect to any limited partnership, its
certificate of imited partnership and partnership agreement or documents of similar substance;
and with respect to any other entity, documents of similar substance to any of the foregoing.

“Other Transaction Agreements” means the Separation Agreement and the other
agreements and documents defined as “Ancillary Agreements” in the Separation Agreement.

“Qutside Date” has the meaning set forth in Section 7.01(b).
“Parties” means Entergy, TransCo, ITC and Merger Sub.

“Permits” means all franchises, permits, approvals, licenses (including railroad crossing
permits), easements, servitudes, variances, consents, authorizations, certifications, rights,
exemptions, waivers or registrations of Governmental Authorities issued under or with respect to
applicable Laws or Orders.

“Permitted Encumbrances” means (a) with respect to ITC, Security Interests reflected in
the financial statements included in the ITC SEC Filings, (b) Security Interests consisting of
zoning ot planning restrictions, easements, servitudes, licenses, permits and other restrictions or
limitations on the use of real property or minor irregularities in title thereto which do not
materially impair the use or value of the respective property, (¢) Security Interests for current
Taxes, assessments or similar governmental charges or levies not yet due or which are being
contested in good faith, (d) mechanic’s, workmen’s, materialmen’s, carrier’s, repairer’s,
warehousemen’s and similar other Security Interests arising or incurred in the ordinary course of
business for amounts not overdue, () any Security Interests created in connection with the
Financings or any arrangements ancillary thereto, and (f) with respect to Entergy and TransCo,
any Security Interests for Transmission Assets acquired in the ordinary course of business within
the forty-five (45) days prior to Closing that have not been released under each Utility OpCo’s
mortgage debt instruments, which Transmission Assets shall be immaterial in the aggregate and
which shall be released no later than forty-five (45) days after the Closing.

“Person” means an individual, a partnership, a corporation, a limited liability company,
an association, a joint stock company, a trust, a joint venture, an unincorporated organization or a
Governmental Authority.
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“Pre-Closing TransCo Subs Financing Expenses” has the meaning set forth in Section

8.02(d).

“Proposed Acquisition Transaction™ has the meaning given to such term in the Separation
Agreement.

“Proposed Amendment” has the meaning set forth in Section 5.10.

“Proxy Statement” has the meaning set forth in Section 5.05(a}.

“PUCT” means the Public Utility Commission of Texas,

“Rate Base Amount” means the dollar valuation of Net Transmission Plant Investment
included in the Transmission Assets as calculated in accordance with FERC 18 CFR.

“Rate Base Statement™ has the meaning set forth in Section 2.05(¢).

“Real Property Interests™ means all interests in real property of whatever nature,
including easements and servitudes, whether as owner or holder of a Security Interest, lessor,
sublessor, lessee, sublessee or otherwise,

“Record Date” means, with respect to a Spin-Off, the close of business on the date to be
determined by the Board of Directors of Entergy as the record date for determining shareholders
of Entergy entitled to receive TransCo Common Units in such Spin-Off,

“Record Holder” means a holder of record of Entergy Common Stock as of the close of
business on the Record Date.

“Reference Price” means the volume weighted average trading price of the applicable
common stock on the NYSE during the ten (10) Trading Days preceding the Estimation Date,
For purposes of the calculation of Reference Price, if the ITC Common Stock is not trading on an
“ex-" basis with respect 1o the Special Dividend, if any, with respect to any Trading Day used in
calculating the Reference Price, the per share price of the ITC Common Stock for such Trading
Day will be reduced by the per share value of the Special Dividend, if any, for purposes of such
calculation. '

“Regulated Operating Subsidiaries” means ITCTransmission, METC, ITC Midwest and
ITC Great Plains. '

“Regulatory Approvals” means, collectively, the ITC Regulatory Approvals and the
Entergy Regulatory Approvals,

“Release” means any spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping or disposing into surface water, groundwater,
fand surface or subsurface strata or ambient air {including the abandonment or discarding of
barrels, containers and other closed receptacles containing any hazardous substance or pollutant
or contaminant),
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“Representatives™ means with respect to any Person, such Person’s officers, employees,
accountants, consultants, legal counsel, financial advisors, agents, directors and othet’
representatives.

“Restructuring Transactions”™ means any transaction undertaken in connection with the
TransCo Transfer, Internal Restructuring, Entergy Contribution and the Distribution, to the
extent such transaction is listed or described in the Separation Agreement, this Agreement, the
Ruling, the Ruling Request or the Tax Opinion.

“Retained Equity” has the meaning set forth in Section 1.20.

“RTO Adverse Impact” has the meanimg set forth in Section 4.01{d).
“RTQO Migration” has the meaning set forth in Section 4.01(d).

“Ruling” means the private letter ruling, substantially to the effect that the Distribution,
the Entergy Contribution, and the Internal Restructuring will qualify for the treatment described
in clanses (i) through (iii) of the definition of Intended Tax-Free Treatment, including any
amendment or supplemental ruling thereto, issued by the 1RS in response to the Ruling Request.

“Ruling Reguest” means the private letter ruling request to be filed by Entergy with the
IRS (as modified or supplemented by any materials subsequently submitted to the IRS), seeking,
inter alia, rulings under Sections 355, 361, 368 and other relevant provisions of the Code with
respect to the Transactions.

“Sales Agency Financing Agreement” means the agreement, dated as of July 27, 2011,
between ITC and Deutsche Bank Securities Inc. under which ITC may issue and sell shares of

common stock, without par value, from time to time, up to an aggregate sales proceeds amount
of $250.0 million.

“Sarbangs-Oxley Act” has the meaning set forth in Section 2.05(d).
“Schedule TO™ has the meaning set forth in Section 5.05(a).
“SEC” means the United States Securities and Exchange Commission.

“Securities Act” means the Securities Act of 1933, as amended.

“Security Interest” means any mortgage, security interest, pledge, lien, charge, claim,
option, indenture, right to acquire, right of first refusal, deed of trust, licenses to third parties,
leases to third parties, security agreements, voting or other restriction, right-of-way, covenant,
condition, easement, servitude, zoning matters, permit, restriction, encroachment, restriction on
transfer, restrictions or limitations on use of real or personal property or any other encumbrance
of any nature whatsoever, imperfections in or failure of title or defect of'title.

“Separation” means the TransCo Transfer, the Financings and the other transactions
contemplated by the Separation Agreement to transfer the Transmission Business to TransCo.
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“Separation Agreement” means the Separation Agreement, dated as of the date of this
Agreement, among TransCo, Entergy, ITC, the Utility OpCos and ESI.

“Separation Date” has the meaning given o such term in the Separation Agreement,

“Separation Time” has the meaning given to such term in the Separation Agreement,

“Share Repurchase” has the meaning set forth in Section 1.03(e}.
“Special Dividend” has the meaning set forth in Section 1.03(e).
“Spin-Off” has the meaning set forth in the recitals,

“Subsidiary” means, with respect to any Person, any corporation or other entity
(including partnerships and other business associations and joint ventures) of which at least a
majority of the voting power represented by the outstanding capita! stock or other voting
securities or interests having voting power under ordinary circumstances to elect directors or
similar members of the governing body of such corporation or entity (or, if there are no such
voting interests, fifty percent {50%} or more of the equity interests in such corporation or entity) .
shall at the time be held, directly or indirectly, by such Person.

“Surviving Company” has the meaning set forth in Section 1.05(a).

“System Agreement” means the System Agreement, among Entergy Arkansas, Inc.,
Entergy Gulf States, Inc., Entergy Louisiana, LL.C, Entergy Mississippi, Inc., Entergy New
Orleans, Inc. and Entergy Services, Inc., dated April 23, 1982, as amended (and effective with
FERC on November 21, 2006).

“Tax” or “Taxes” means all taxes, charges, fees, levies, penalties or other assessments
imposed by any federal, state, local, provincial or foreign taxing authority, including income,
gross receipts, excise, reai or personal property, sales, use, transfer, customs, duties, franchise,
payroll, withholding, social security, receipts, license, stamp, occupation, employiment, or any
tax based upon, measured by or calculated with respect to the generation of electricity or other
taxes, including any interest, penalties or additions attributable thereto, and any payments to any
state, local, provincial or foreign taxing authorities in lieu of any such taxes, charges, fees, levies
or assessments.

“Tax Documents™ means the Ruling, the Ruling Request, and the Tax Opinion.

“Tax Expert” means one of the firms identified as such in Section 9.01 of the Entergy
Disclosure Letter. '

“Tax Opinion” means the written opinion of Cooley LLP, counsel to Entergy, dated as of
the Closing Date, in form and substance reasonably satisfactory to Entergy, to the effect that (A)
the Internal Restructuring will qualify as one or more Tax-free reorganizations pursuant to
Section 368(a) of the Code that is tax-free to Entergy and the Entergy Group, (B) the Entergy
Contribution, taken together with the Distribution, will qualify as a tax-free reorganization
pursuant to Sections 368(a)(1)(D) and 355 of the Code that is tax-free to Entergy, the Entergy
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shareholders and TransCo, (C) the Debt Exchange will qualify for tax-free treatment to Entergy
under Section 361(c) ofthe Code, and (17} the Merger will not cause Section 355(¢} of the Code
to apply to the Distribution.

“Tax Return™ means any return, report, information return, declaration, claim for refund
or other document (including any schedule or related or supporting information) required to be
supplied to any Governmental Authority with respect to Taxes including amendments thereto,
including any return filed by a nuclear decommissioning trust.

“Termination Date™ has the meaning set forth in Section 4.01(a).

“Trading Day” means any day on which there are sales of ITC Common Stock on the
NYSE composite tape.

“Transaction Maximum Principal Amount™ has the meaning given to such term in the
Separationn Agreement.

“Transactions” means the TransCo Transfer, the Internal Restructuring, the Entergy
Contribution, the Distribution, the Merger, the Financings, the ITC Financing, a Special
Dividend (if applicable), a Share Repurchase (if applicable) and the other transactions
contemplated by this Agreement and the Other Transaction Agreements,

“TransCo” has the meaning set forth in the preamble.

“TransCo Capita) Stock™ means (i all classes and series of capital stock of TransCo, -
including, without limitation, the TransCo Common Units, (ii) all instruments properly treated as
equity in TransCo for Tax purposes, and (iii) all options, warrants, and other rights respecting (i)
or (ii).

“TransCo Common Units” has the meaning given to such term in the Separation
Agreement.

“TransCo Employee Shares”™ has the meaning set forth in Section |.02(¢).

“TransCo Employees”™ has the meaning given to such term in the Employee Matters
Agreement.

“TransCo Equity Interests” has the meaning set forth in Section 2.03(c).

“TransCo Group” means TransCo and each of the TransCo Subs. FEach ofthe TransCo
Subs shall be deemed fo be members of the TransCo Group as of the Separation Time and at all
times thereafter up to the Effective Time.

“TransCo Material Contracts” has the meaning set forth in Section 2.09(a).

“TransCo Real Property” has the meaning set forth in the Separation Agreement,

“IransCo Registration Statements™ has the meaning set forth in Section 5.05(a).
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“TransCo Securities” has the meaning given to such term in the Separation Agreement,

“TransCo Subs” means Arkansas Wires LLC, an Arkansas limited Hability company,
Gulf States Wires Louisiana, L.L.C., a Louisiana limited Hability company, Louisiana Wires
LEC, a Texas limited liability company, Mississippi Wires LLC., a Mississippi limited Hability
corporation, New Orleans Wives LLC, a Louisiana limited liability corporation and Texas Wires
LLC, a Texas limited liability corporation.

“TransCo Subs Financing™ has the meaning given to such term in the Separation
Agreement.

“TransCo Transfer” means the transfer of the Transmission Assets and Transmission
Liabilities as provided in Section 3.01 and Section 3.02 of the Separation Agreement.

“Transmission” has the meaning given to such term in the Separation Agreement.

“Transmission Assets™ has the meaning given to such term in the Separation Agreement,

“Transmission Benefit Plans™ has the meaning set forth in Section 2.10(a).

“Transmission Business™ has the meaning given to such term in the Separation
Agreement.

“Transmission Business 1P has the meaning set forth in Section 2.15.

“Transmission Business MAE” means any event, change, effect, deveiopment, state of
facts, circumstance, condition or occurrence that is materially adverse to the Assets, Liabilities,
business, financial condition or results of operations of the Transmission Business taken as a
whole, or on the ability of Entergy or TransCo to consummate the Transactions, but shall not be
deemed to include any event, change, effect, development, state of facts, circumstance, condition
or accurrence to the extent (i} in or affecting the economy or the financial, securities or
commodities markets in the United States or elsewhere in the world, the industry or industries in
which ITC or the ITC Subsidiaries operate generally or in any specific jurisdiction or
geographical area or (if) resulting from or arising out oft (A) any changes, events or
developments in the international, national, regional, state or local wholesale or retail markets for
electric power, capacity or fuel or related products; (B) any changes, events or developments in
the national, regional, state or local electric transmission or distribution systems or increases ot
decreases in planned spending with respect thereto; (C) the announcement or the existence of this
Agreement or the Separation Agreement or the consummation of the Transactions (provided, that
this clause (C) shall not be applicable with respect to ITC’s representations and warranties in
Section 2.04); (D) taking any action at the written request of ITC; (E) any changes in GAAP or
accounting standards, regulatory accounting requirements applicable to United States utility
organizations generally or interpretations thereof, in each case after the date of this Agreement;
{F) any weather-related or other force majeure event or outbreak of hostilities or acts of war or
terrorism, other than any of the foregoing involving physical damage or destruction to or
rendering physically unusable any Assets that would be Transmission Assets as of the Separation
Time pursuant to Section 3.05(a) of the Separation Agreement; (G) any failure to meet any
internal or public projections, forecasts or estimates of revenues, earnings, cash flow or cash
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position or budgets (it being understood that the facts, events or circumstances giving rise to or
contributing to such failure may be deemed to constitute, and may be taken into account in
determining whether there is, or is likely to be, a Transmission Business MAE); and (M) any
reduction in the expected credit rating of TransCo or any TransCo Sub to the extent attributable
to the expected consummation of the Transactions but not to the extent attributable to a change in
the Transmission Business’ business, financial condition, or resulis of operations; provided,
however, that any event, change, effect, development, state of facts, circumstance, condition or
occurrence described in each of clauses (i) and (ii) (A), (B), (E) or (F) above shall be considered
in determining a Transmission Business MAE if and to the extent that such event, change, effect,
development, state of facts, circumstance, condition or occurrence has a disproportionate effect
on the Transmission Business, taken as a whole, relative to other participants in the electricity
transmission industry; provided, further, that for purposes of this definition, a Transmission
Business MAE shall be deemed to have occurred in the event that any Commission takes any
action indicating that upon purchase and operation of the Transmission Business, any member of
the ITC Group (x) shall no longer be deemed independent by FERC or (v) shall be subject to'
regulation as a public or electric utility by such Commission {other than to the extent any such
regulation relates to customary electric transmission facility franchise matters within the
Jjurisdiction of such Commission).

“Transmission Land Rights” has the meaning given to such term in the Separation
Agreement.

“Transmission Land Right Consents™ has the meaning given to such term in the
Separation Agreement.

“Transmission Liabilities™ has the meaning given to such term in the Separation
Agreement.

“Transmission Permits™ has the meaning set forth in Section 2.08(b).

“Transmission Plant Investment Accumulated Depreciation” means accumulated
depreciation included in FERC account 108 that reflects the accumulated depreciation on
transmission assets recorded in FERC sub-accounts 350 through 359 before reduction for
amounts related to asset retirement obligations and after adjustment to exclude the lesser of (a)
Calculated Accumulated Depreciation for the following plant assets or (b) accumulated
depreciation equal to the property, plant and equipment value at the time of transfer for the
following plant assets (i) transmission plant excluded from 1SO rates and transmission plant
included in OATT Ancillary Services (Note M and Note N, respectively, on the Third Revised
Sheet No. 1322 of the Midwest ISO Transmission and Energy Markets Tariff) and (ii)
capitalized leases.

3

‘Transitjon Services Agreement” has the meaning given to such term in the Separation
Agreement.

“Litility OpCo Contributions™ has the meaning given such term in the Separation
Agreement.
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“Htility OpCos™ means Entergy Arkansas, Inc., an Arkansas corporation and a wholly
owned Subsidiary of Entergy, Entergy Gulf States Louisiana, L.L.C., a Louisiana limited Hability
compatry and a wholly owned Subsidiary of Entergy, Entergy Louisiana, LLC, a Texas limited
ltability company and a wholly owned Subsidiary of Entergy, Entergy Mississippi, Inc., a
Mississippi corporation and a wholly owned Subsidiary of Entergy, Entergy New Orleans, Inc., a
Loutsiana corporation and a wholly owned Subsidiary of Entergy and Entergy Texas, Inc., a
Texas corporation and a wholly owned Subsidiary of Entergy.

“Value of the Additional TransCo Units™ has the meaning set forth in Section . [.02( b)(vi).

{Signature Pages Follow)

1161766-D.C. Server 1A
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IN WITNESS WHEREOQF, the Partics have caused this Agreement to be excouted as of
the day and year first shove written,

ENTERGY CORPORATION
. \J

By: W,
Name: “pfayne Bimat
Title:  Chairman ol Jicf Exceutive
Officer )

MID SOUTH TRANSCO LLC

By:

Name: Theodore H. Buniing, Jr.
Title:  President

Signature Pages to the Merger Agreement



IN WITNESS WHEREOQF, the Parties have caused this Agreement to be exeouted as of
the day and year first above writien.

ENTERGY CORPORATION

By:

Name: 1 Wayne Leonard
Titie:  Chairman and Chief Executive
Officer

MID SOUTH TRANSCO LLC

w1 B\

Name: Theodore H. Buntir
Title:  President
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{TC HOLDNGS CORP.

By £y L
Nayrie: Joseph L, Welch
Title: President and Chief Execulive Gificer

1318 IRANSA(‘I 1GN ‘EUBSIDMRY AL

—_— _ ‘\ o :
By(:"" - U&,w/f Q U( o ey
Name: Daniel J. O;:,msi\y R

Tilie: Senior Vice President and General Counsel

Sigmeitie Pages o the Merger Agreemoent



Exchibit 1-1A _
Execution Version

AMENDMENT NO. ]| TO THE MERGER AGREEMENT

This Amendment No. 1 (this “Amendment™), dated as of September 21, 2012 and
effective as of December 4, 2011, amends the Merger Agreement, dated as of December 4, 2011
(the “Merger Apreement™), among Entergy Corporation, a Delaware corporation (“Entergy™),
Mid South TransCo LLC, a Delaware limited liability company and presently a wholly owned
Subsidiary of Entergy (“TransCo™), ITC Holdings Corp., a Michigan corporation (“ITC™), and
ITC Midsouth LLC (formerly known as Ibis Transaction Subsidiary LLC), a Delaware limited
liability company and a direct wholly owned Subsidiary of ITC (“Merger Sub™). Capitalized
terms used herein and not otherwise defined herein shall have the meanings ascribed to such
terms in the Merger Agreement.

WHEREAS, the parties hereto have entered into the Merger Agreement; and

WHEREAS, in accordance with Section 8.08 of the Merger Agreement, the parties hereto
wish to amend the Merger Agreement as set forth below.

NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties, covenants and agreements contained herein and intending to be
legally bound, the Parties agree as follows:

1. Seetion 1.03(b) of the Merger Agreement is hereby amended to delete the words “for
each share of Entergy Common Stock held by such Record Holder” from the first sentence of the
section.

i, Section 1.04 of the Merger Agreement is hereby amended and restated in its entirety to
read as follows:

“Section 1.04 Plans of Reorganization.

{a) This Agreement and the Separation Agreement together shall
constitute a “plan of reorganization” under Treasury Regulation Section 1.368-2(g) for
the Entergy Contribution and Distribution.

(b) This Agreement shall constitute a “plan of reorganization” under
Treasury Regulation Section 1.368-2(g) for the Merger.”

iit. Section 1.20 of the Merger Agreement is hereby amended and restated in its entirety to
read as follows:

“Section 1.20 Exchange Trust. The Parties agree that, notwithstanding the terms
of Section 1.03, Entergy may elect, by written notice to TTC delivered at least thirty (30}
Business Days prior to the Closing to retain up to that number of TransCo Common Units
that would convert in the Merger to up to 4.9999% of the total number of shares of ITC
Common Stock outstanding immediately following the consummation of the Merger that
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otherwise would have been distributed in the Distribution on or prior to the Closing Date,
and at the Closing such retained TransCo Common Units will convert to ITC Common
Stock in the Merger. Such TransCo Common Units and the ITC Common Stock into
which they convert are referred to collectively as the “Retained Equity.” At the Closing,
the Retained Equity shall be contributed by Entergy to, and thereafter held by, a
Delaware trust or other arrangement mutually agreed to by ITC and Entergy {the
“Exchange Trust™). The sole trustee of the Exchange Trust {the “Trusiee™) shall be a
nationally recognized trust company or similar institution mutually agreed to by Entergy
and ITC. Each of Entergy and I'TC agree that The Goldman Sachs Trust Company of
Delaware is an acceptable Trustee. Entergy shall not control the Exchange Trust or the
Retained Equity held by it, other than the right to cause the Retained Equity to be
distributed pursuant to this Section 1.20. Any such Retained Equity held in the Exchange
Trust will be distributed through an exchange offer conducted by the Trustee for
outstanding shares of Entergy Conumon Stock within six (6) months after the Closing;
provided, however, if at the end of such period no exchange offer has been effectuated in
which all of the Retained Equity has been distributed to the shareholders of Eatergy, the
Retalned Equity shall be distributed pro rata to the shareholders of Entergy. In
connection with the Exchange Trust, Entergy, ITC, TransCo and the Trustee will enter
into a registration rights agresment, substantially in the form attached hereto as Bxhibit A
{the “Registration Rights Agreement™), a trust agreement, substantially in the form
attached hereto as Exhibit B (the “Trust Agreement™) and a letter agreement,
substantially in the form attached hereto as Exhibit C. The Trust Agreement governing
the Exchange Trust shall provide that, following the Closing, the Retained Equity may
not be transferred other than pursuant to this Section 1,20 and the terms and conditions of
the Trust Agreement, and that the Trustee will vote the Retained Equity in any and all
matters on which such Retained Equity is entitled o vote in the same proportion as all
voting securities of ITC (other than the Retained Equity) that actually vote on such matter
are voted. Each of Entergy and ITC agrees to work cooperatively until the Closing to
implement the terms of this Section 1.20. inciuding to address any concerns that a
Governmental Authority may express with respect to the Retained Equity or the
Exchange Trust (including, in each case, to negotiate in good faith any amendments or
modifications to the form of the Registration Rights Agreement and the Trust
Agreement). All reasonable costs and expenses incurred in connection with the
transactions contemplated by this Section 1.20 shall be borne or reimbursed by Entergy,
including the reasonable fees and expenses of counsel of ITC incurred in connection
therewith. Notwithstanding the foregoing, Entergy will be deemed to have elected not to
pursue the transactions contemplated by this Section 1,20, and the Parties will have no
further obligation under this Section 1.20, if (i} after discussions with FERC and each
Party’s legal advisors, a reasonable determination is made by either Party that doing so
would reasonably be expected to result in a determination that any member of the ITC
Group shall no longer (or in the case of TransCo and its Subsidiaries, shall not) be
deemed independent by FERC, (ii) FERC does not expressly approve the transaétions
contemplated by this Section 1.20 in the FERC Approvals or (iii) Entergy is unable to
obtain a ruling from the IRS that the implementation of the Exchange Trust wiil not
affect the Distribution being a wholly tax-free exchange, the implementation of the
transactions contemplated by this Section 1.20 and/or the distribution or exchange of the
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Retained Equity by Entergy to the Entergy sharcholders would otherwise be inconsistent
with the Ruling or unreasonably delay its receipt by Entergy or cause the Tax Opinion
not to be delivered.”

iv. Section 5.01(a) of the Merger Agreement is hereby amended to replace the words “June
30, 20127 in the first sentence of the section with the words “December 31, 2012”.

v. Section 5.03{¢) of the Merger Agreement is hereby amended (o replace the words
“when the Audited Financial Statements are delivered” with the words “November 30, 20127,

vi. Section 9.01 of the Merger Agreement is hereby amended as follows:

(a) To amend and restate the definition of “Employee Matters Agreement” in its
entirety to read as follows:

“Implovee Matters Agreement” means the Employee Matters Agreement
(including any amendments or modifications in accordance with its terms),
dated as of December 4, 2011, among Entergy, ITC and TransCo.

(b} To add the following definition after the definition of “Reference Price™:

“Registration Rights Agreement” has the meaning set forth in Section

1.2¢.

{c) To amend and restate the definition of “Separation Agreement” in its entirety to
read as follows:

“Separation Agreement” means the Separation Agreement (including any
amendments or modifications in accordance with its terms), dated
December 4, 2011, among Entergy, ITC, TransCo, the Utility OpCos and
ESL

(d) To amend and restate the definition of “TransCo Subs” in its entirety to read as
follows:

“TransCo Subs” means Transmission Company Arkansas LLC, a
Michigan limited liability company, Transmission Company Louisiana 1
LLC, a Michigan limited liability company, Transmission Company
Louisiana II LLC, a Michigan limited lability company, Transmission
Company Mississippi LLC, a Michigan Himited liability company,
Transmission Company New Orleans LLC, a Michigan limited Liability
company, and Transmission Company Texas LLC, a Michigan limited
Hiability company.
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{¢) To add the following definition after the definition of “Transition Services
Agreement”™:

3

Trust Agreement™ has the meaning set forth in Section 1.20.

“Trustee” has the meaning set forth in Section 1.20.

vil. New Exhibits A, B and €. The Merger Agreement is hereby amended and
supplemented to add (a) as a new Exhibit A to the Merger Agreement the Form of Registration
Rights Agreement attached hereto as Exhibit A, (b) a new Exhibit B to the Merger Agreement
the Form of Trust Agreement attached hereto as Exhibit B and (¢) a new Exhibit C to the Merger
Agreement the Form of Letter Agreement attached hereto as Exhibit C.

viii, No Other Amendments or Supplements to the Merger Agreement. On and after the
date hereof, each reference in the Merger Agreement to “this Agreement”, “herein”, “hereof”,
“hereunder” or words of similar import shall mean and be a reference to the Merger Agreement
as amended and supplemented hereby. Except as otherwise expressly provided herein, all of the
terms and conditions of the Merger Agreement shall remain unchanged and confinue in full force
and effect. '

ix. Other Miscellanecus Terms. The provisions of Article VIII (Miscellaneous) of the
Merger Agreement shall apply mutatis mutandis to this Amendment, and to the Merger
Agreement as modified by this Amendment, taken together as a single agreement, reflecting the
terms therein as modified hereby.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, each of the parties hereto has caused this Amendment to be
executed as of the date first above written.

ENTERGY CORPORATION

//Kﬁ/ﬁ :

Title:  Execuiive Vite President vl
2 wief Binwinetst OFFcar

MID SOUTH TRANSCO LLC

By:

Name:
Titke:

I'TC HOLDINGS CORP,

By

Name:
Title:

ITC MIDSOUTH LLC

By:

Name;
Title:

{Sigmature Page to Amendment No. | to Merger Agrevmentf
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IN WITNESS WHEREOF, each of the parties hereto has caused this Amendment to be
executed as of the date first above written,

ENTERGY CORPORATION

By:

Name:
Title:

MID SOUTH TRANSCO LLC

oy pd? N\

Name: Theoslore 4 .%H»&_f T,
Tithe:  Presideany

FFC HOLDINGS CORP.

By:

MNaime:
Title:

TC MIDSOUTH LLC

By:

Name:
Title:

Nignatgre Page 1o Amendiuent No, 1 1o Merper Loreement,
£ g 4 5
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IN WITNESS WHEREOQOF, each of the parties hereto has caunsed this Amendment to be
executed as of the date first above written,

ENTERGY CORPORATION

By:

MName:
Title:

MID SOUTH TRANSCO LLC

By:

Name;
Title:

I'TC HOLDINGS CORP,

#

By: PN
Name: 'Damd [ (’?
Title: Geniov \ice Prostdent ¢ aami (punsel

ITC MIDSOUTHLLC

@J%

Name: 'Da:uel . D
Title: gentor Vice ‘Qrwdw ¢ 6611““1 a1 coureel

[Signature Page fo Amendnent No. I to Merger Agreement]
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Exhibit A

FORM OF REGISTRATION RIGHTS AGREEMENT
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FORM OF REGISTRATION RIGHTS AGREEMENT
by and among
ENTERGY CORPORATION,
I'TC HOLDINGS CORP.
and

The Goldman Sachs Trust Company of Delaware, as Trustee

Dated as of
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FORM OF REGISTRATION RIGHTS AGREEMENT

REGISTRATION RIGHTS AGREEMENT (this “Agreement”), dated as of 5,
by and among Entergy Corporation, a Delaware corporation (“Entergy™), ITC Holdings Corp., a
Michigan corporation (the “Company”) and The Goldman Sachs Trust Company of Delaware, as
trustee (the “Trustee™.’

WHEREAS, in accordance with the Merger Agreement, dated as of December 4,
2011, among Entergy, Mid South TransCo LLC, a Delaware limited liability company
(“IransCo™), the Company and Ibis Transaction Subsidiary LLC, a Delaware limited liability
company {as may be amended from time to time, the “Merger Agreement™), and the Separation
Agreement, dated as of December 4, 2011, by and among the Company, Entergy, TransCo,
certain of Entergy’s regulated utility operating companies and Entergy Services, Inc., a Delaware -
corporation (as may be amended from time to time, the “Separation Agreement™), on the -
Distribution Date (as defined in the Separation Agreement) Entergy will distribute to Entergy’s
shareholders (the “Entergy Shareholders™) all of the TransCo Common Units (as defined in the
Merger Agreement) except for the Trust Units (as defined below);

WHEREAS, pursuant to Section 1.20 of the Merger Agreement, Entergy has
elected to retain an amount of TransCo Common Units that would convert in the Merger (as
defined in the Merger Agreement) to up to 4.9999% of the total number of shares of Common
Stock (as defined below) outstanding immediately following the consummation of the Merger
(the “Trust Units™) that would otherwise have been distributed as part of Entergy’s disposition of
100% of the TransCo Common Units to Entergy Shareholders on or prior to the Merger;

WHEREAS, pursuant to the Trust Agreement, [dated as of the date hereof], by
and among Entergy, the Company, TransCo and Trustee, in its capacity as trustee of the
Exchange Trust, a Delaware common law trust (the “Trust”, and such agreement, the “Trust
Agreement™), Entergy will contribute the Trust Units to the Trust (such Trust Units will convert
to Common Stock in the Merger and are referred to as the “Trust Shares™), which Trust was
created by Entergy for the benefit of Entergy and Entergy Shareholders and in accordance with
Seetion 1.20 of the Merger Agreement;

WHEREAS, pursuant to the Trust Agreement, the Trustee has the obligation to
deliver the Trust Shares in the manner described in the Trust Agreement and the Merger
Agreement;

WHEREAS, pursuant to the terms and conditions of the Trust Agreement, upon
written notice by Entergy, the Trustee may conduct (subject to the terms and conditions in the
Trust Agreement and the Merger Agreement) an Exchange Offer (as defined below) under which
Trustee would offer the Trust Shares to Entergy Shareholders in exchange for shares of common
stock of Entergy (the “Entergy Shares™) at a specified exchange ratio, with the remaining
unsubscribed Trust Shares, if any, to be disposed of by the Trustee by means of a subsequent pro
rata distribution to the Entergy Shareholders; and

"NTD: To be executed by the parties on or prior to the Distribution Date if Entergy makes an election to retain the
shares under Section 1.20 of the Merger Agreement.

1
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WHEREAS, in connection with any Exchange Offer or Distribution (as defined
below), the Company has, among other things, agreed to grant to Entergy certain registration
rights applicable to the Trust Shares, and the parties hereto desire to enter into this Agreement to
set forth the terms of such registration rights.

NOW, THEREFORE, upon the premises and based on the mutual promises
herein contained, and for other good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, the parties agree as follows:

Section 1. Certain Definitions. As used in this Agreement, the following initially
capitalized terms shall have the following meanings:

“Action” means any demand, charge, claim, action, suit, counter suit, arbitration,
mediation, hearing, inquiry, proceeding, audit, review, complaint, litigation or investigation, or
proceeding of any nature whether administrative, civil, criminal, regulatory or otherwise, by or
before any federal, state, local, foreign or international Governmental Authority or any
arbitration or mediation tribunal.

“Adverse Disclosure™ means public disclosure of material information that, in the
Company’s good faith judgment, would reasonably be expected either to materially interfere
with any material transaction or event under consideration by the Company or any of its
subsidiaries, or any negotiations, discussions or proposals relating thereto, or to otherwise have a
materially detrimental impact on the Company or its sharcholders or any of the Company’s
subsidiaries.

“Agreement” has the meaning set forth in the Preamble.
“Common Stock™ means the Company’s common stock, no par value.

“Company” has the meaning set forth in the Preamble.

“Company Indemnitees” means the Company, its directors, officers, employees
and agents, each of the heirs, executors, successors and assigns of any of the foregoing, and each
person, if any, who controls any of the foregoing within the meaning of the Securities Act or the
Exchange Act.

“Dealer Manager” has the meaning set forth in Section 2(¢).

“DRemand Registration™ has the meaning set forth in Section 2(a).

“Demand Suspension”™ has the meaning set forth in Section 2(a)(i).
“Distribution” has the meaning set forth in Section 6(a).

“Distribution Value™ means, for any particular Distribution, the average closing
price on each of the five trading days after the closing date of such Distribution at which shares
of Common Stock traded on each securities exchange and inter-dealer quotation system on
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which shares of Common Stock are listed, multiplied by the number of Trust Shares distributed
in such Distribution.

“Entergy” has the meaning set forth in the Preamble.

“Entergy Indemnitees™ means (i} Entergy, its directors, officers, employees and
agents, each of the heirs, executors, successors and assigns of any of the foregoing, and each
person, if any, who controls any of the foregoing within the meaning of the Securities Act or the
Exchange Act and (ii) the Trustee, its directors, officers, employees and agents, each of the heirs,
executors, successors and assigns of any of the foregoing, and, in each case, each person, if any,
who controls any of the foregoing within the meaning of the Securities Act or the Exchange Act.

“Entergy Shareholders” has the meaning set forth in the Recitals,

“Entergy Shares™ has the meaning set forth in the Recitals.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereunder.

“Ixchange Offer” means an offer to the Entergy Shareholders by the Trustee to
exchange all or some of the Trust Shares for Entergy Shares (and shall include any Exchange
Ofter Trust Distribution (as defined in the Trust Agreement) at the completion of such Exchange
Offer).

“Exchange Offer Net Proceeds” means, with respect to an Exchange Offer, the
average closing price on each of the five trading days prior to the public announcement of such
Exchange Offer at which Entergy Shares traded on each securities exchange and inter-dealer
quotation system on which Entergy Shares are listed, multiplied by the number of Entergy
Shares tendered into such Exchange Offer.

“Indemnifiable Loss” and “Indemnifiable Losses” means any and all damages,
losses, deficiencies, liabilities, obligations, penaliies, judgments, settlements effected with the .
Company’s and Entergy’s joint consent, claims, payments, fines, interest, reasonable costs and
expenses (including, without limitation, the reasonable costs and expenses of any and all Actions
and demands, assessments, judgments, settlements and compromises relating thereto and the
reasonable costs and expenses of attorneys’, accountants’, consultants’ and other professionals’
fees and expenses incurred in the investigation or defense thereof or the enforcement of rights .
hereunder) to which any Indemnitee may become subject under the Securities Act or otherwise,
excluding special, consequential, indirect or punitive damages {other than special, consequential,
indirect or punitive damages awarded to any third party against an indemnified party).

“Indemnitee” means either an Entergy Indemnitee or a Company Indemnitee.

“Information Statement” has the meaning set forth in Section 6(a).

“Merger Agreement” has the meaning set forth in the Recitals.

“Registered Distribution™ has the meaning set fotth in Section 6(b).
3
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“Registration Expenses” means any and all out-of-pocket reasonable and
documented expenses incurred in connection with any party’s performance of or compliance
with this Agreement (including any registration of the Trust Shares pursuant to this Agreement)
and the Trust Agreement, including: (i} SEC and stock exchange registration and filing fees and
all listing fees and with respect to the inclusion of securities on the New York Stock Exchange or
on any other securities market on which the Common Stock is listed or quoted; (ii) all expenses
{including any printing costs) incurred by the Company in connection with the preparation and
filing of a registration statement, any preliminary prospectus or final prospectus and amendments
and supplements thereto; (iii} all fees, disbursements and expenses of the Company’s counsel,
accountants and other advisors in connection with the registration of the Trust Shares (including
the expenses of any audit and/or “cold comfort” letter and updates thereof); (iv) all fees,
disbursements and expenses of any Dealer Manager; (v) the cost of printing or producing any
blue sky or legal investment memorandum or other document in connection with an Exchange
Offer or Registered Distribution; (vi) all fees and expenses incurred by the Company in
connection with the qualification of the Trust Shares for offering and sale under, and compliance
with, state securities or “blue sky” laws and in connection with the preparation of a “blue sky”
survey; (vii} the filing fees incurred by the Company incident to securing any required Teview by
the Financial Industry Regulatory Authority, Inc. of the terms of an Exchange Offer or
Registered Offering; and (viii) all expenses incurred by the Company and its officers, directors,
agents and counsel in connection with “roadshow™ presentations and holding meetings with
potential investors to facilitate an Exchange Offer, to the extent any such activities are requested
by Entergy.

“SEC” means the United States Securities and Exchange Commission, or any
successor institution.

“Section 8(a) Offering Document”™ means (i) whether or not filed with the SEC,
{A) aregistration statement (and the preliminary or final prospectus included therein), (B) any
amendment or suppiement thereto, (C) any disclosure incorporated by reference included therein
including, without Hmitation, a tender offer statement on Schedule TO, and (ii) any
communications filed with the SEC in connection therewith.

“Section 8(¢) Offering Document” means (i) whether or not filed with the SEC,

(A) an Information Statement, (B) any amendment or supplement thereto, and (ii) any
communications filed with the SEC in connection therewith.

?

“Securities Act” means the Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder,

“Separation Agreement” has the meaning set forth in the Recitals.

“TransCo™ has the meaning set forth in the Recitals.

“IransCo Common Units™ has the meaning given to such term in the Merger

Agreement.
“Trust” has the meaning set forth in the Recitals.

4
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Agreement.

“Trust Agreement” has the meaning set forth in the Recitals.

“Trust Expiration Date” has the meaning given to such term in the Trust

“Trust Shares” has the meaning set forth in the Recitals.
“Trust Units” has the meaning set forth in the Recitals.

“Trustee™ has the meaning set forth in the Recitals.

Section 2. Demand Registration.

(a) For so long as the Trust holds Trust Shares, upon written notice

from Entfergy, in the manner set forth in Section 9(i). requesting that the Company effect the
registration under the Securities Act of all of the Trust Shares by means of an Exchange Offer (a
“Demand Registration™), which notice shall specify the amount of Trust Shares proposed to be
registered and the intended method of distribution, the Company shall use its reasonable best
efforts to effect, in the manner set forth in Section 4, the registration under the Securities Act of
such Trust Shares, provided that:

{i) if, while a registration request is pending pursuant to this
Section 2, the Company determines, following consultation with and receiving
advice from its legal counsel, that the filing or initial effectiveness of a
registration statement or any amendment thereto or the sale or other transfer of
any Trust Shares would require any Adverse Disclosure, upon notice to Entergy,
the Company shall not be required to effect a registration pursuant to this
Section Z (a “Demand Suspension™) until the earlier of (A) the date upon which
such Adverse Disclosure is otherwise disclosed to the public or ceases to be an
Adverse Disclosure and (B) 45 days after the Company delivers such Demand
Suspension; provided, however, that the Company shall not be permitted to
exercise a Demand Suspension more than two times. If a Demand Suspension
occurs {or continues to occur) within 60 days of the Trust Expiration Date, the
Trust Expiration Date shall be extended until 60 days after such Demand
Suspension has been terminated. In the case of a Demand Suspension, each of
Entergy and the Trustee agrees to suspend use of the applicable prospectus and
any free writing prospectuses in connection with any sale of, or offer to sell, Trust
Shares, upon receipt of a notice with respect thereto and while such Demand
Suspension is pending;

(i1) the Company shall not be obligated to file a new
registration statement relating to a registration request for an Exchange Offer
pursuant to this Section 2 within a period of 45 days before the Trust Expiration
Date; and

(iti}  Entergy shall be allowed to request no more than one (1)
Demand Registration with respect to the Trust Shares.
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(b) Notwithstanding any other provision of this Agreement to the
conlrary, a registration requested by Enfergy pursuant to this Section 2 shall not be deemed to
have been effected (and, therefore, not requested for purposes of this Section 2), ift (i) the
registration statement filed in connection therewith has not become effective; (ii) after such
registration statement has become effective, it becomes subject to any stop order, or there is
issued an injunction or other order or decree of the SEC or other governmental agency or court
for any reason other than a misrepresentation or an omission by Entergy, which injunction, order
or decree prohibits or otherwise materially and adversely affects the offer and sale of the Trust
Shares so registered prior to the completion of the exchange thereof in accordance with the
Exchange Ofter set forth in the registration statement; or (iii) the conditions to the Exchange
Offer are not satisfied,

{c) The Trustee shall have the right to designate in consultation with
the Company and Entergy (i) one or more nationally recognized investment bankers and
managers to act as dealer manager in connection with an Exchange Offer (the “Dealer
Manager™), (it) an exchange agent, (iii) an information agent, and (iv) a distribution agent, in
each case mutually acceptable to the Company, the Trustee and Entergy (such acceptance not to
be unreasonably withheld). Schedule I sets forth a list of Dealer Managers, exchange agents,
information agents and distribution agents that are pre-approved by the Company and Entergy.”

Section 3. Expenses. Entergy agrees to pay all Registration Expenses {including
with respect to an Exchange Offer or Distribution pursuant to this Agreement).

Section 4. Registration and Qualification. [f and whenever the Company is required
to use its reasonable best efforts to effect the registration of any Trust Shares under the Securities
Act as provided in this Agreement, the Company shall (with the reasonable cooperation of the
Trustee and Entergy):

(a) use its reasonable best efforts to prepare and file a registration
statemnent under the Securities Act relating to the Trust Shares to be offered as soon as
practicable, but in no event later than 30 days (60 days if the Company does not meet the
requirements for use of Form S-3) after the date notice is given, and use its reasonable best
efforts to cause the same to become effective as soon as practicable thereafter, but in no event
later than 60 days (90 days if Company does not meet the requirements for use of Form §-3)
after the date notice is given; provided that, a reasonable time before filing a registration
statement or prospectus, or any amendments or supplements thereto (other than veports required
to be filed by it under the Exchange Act), the Company will furnish to the Trustee and Entergy
and each of their respective counsel and other representatives {including, without limitation, the
Dealer Manager) for review and comment, copies of all documents proposed to be filed and
refrain from filing any such registration statement, prospectus or amendments or supplements
thereto to which the Trustee, Entergy or their respective counsel shall have reasonably objected
on the grounds that such document does not comply in all matertal respects with the
requirements of the Securities Act or the rules and regulations thereunder, unless, in the case of
an amendment or supplement, based on the advice of counsel for the Company the filing of such
amendment or supplement is reasonably necessary to protect the Company from any liabilities

INTD: Schedule to be provided prior to excoution.
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under any applicable federal or state law and such filing will not violate applicable laws; and
provided further, that if the Trustee or Entergy so requests, (1) it and its respective counsel and
other representatives (including, without limitation, the Dealer Manager) may participate in the
drafting and preparation of such registration statement and prospectus and any amendments or
supplements thereto that relate to the Exchange Offer or Distribution, as applicable, and (ii) such
other information as either of them believe may be beneficial to be inctuded in the registration
statemment and prospectus and any amendments or supplements therefo for marketing purposes
shall be included therein so long as disclosure of such information (A) is in compliance with
applicable law and (B) does not competitively harm the Company;

{b)  use its reasonable best efforts to prepare and file with the SEC such
amendments and supplements to such registration statement and the prospectus used in
connection therewith as may be reasonably requested by the Trustee or Entergy relating to the
plan of distribution or as necessary to keep such registration statement effective with respect to
the disposition of all Trust Shares included therein and to otherwise comply with the provisions
of the Securities Act with respect to the disposition of all Trust Shares included therein until the
earlier of (i) such time as all of such Trust Shares have been disposed of in accordance with the
intended methods of disposition set forth in such registration statement, (i1} if such registration
statement relates to an Exchange Offer, the expiration of such Exchange Offer and (i) the Trust
Expiration Date;

() furnish to the Trustee and the Dealer Manager such number of
conformed copies of such registration statement and of each amendment thereto (in each case
excluding all exhibits), such number of copies of the prospectus included in such registration
statement (including each preliminary prospectus) and of each supplement thereto, in conformity
with the requirements of the Securities Act, and such other documents, as the Trustiee or the
Dealer Manager may reasonably request in writing in order to facilitate an Exchange Offer or a
Registered Distribution, and a copy of any and all transmittal letters or other correspondence to,
or recetved from, the SEC or any other governmental agency or self-regulatory body or other
body having jurisdiction (including, without limitation, any domestic or foreign securities
exchange) relating to such offering;

(d}  use its reasonable best efforts to register or qualify all Trust Shares
covered by such registration statemient under the securities or “blue sky” laws 6f such
jurisdictions (domestic or foreign) as the Trustee or the Dealer Manager may reasonably request
in writing, and use its reasonable best efforts to obtain all appropriate registrations, permits and
consents required in connection therewith, and do any and all other acts and things which may be
necessary or advisable to enable the Trustee to consummate the disposition in such jurisdictions
of the Trust Shares covered by such registration statement; provided that the Company shal not
for any such purpose be required to register or qualify generally to do business as a foreign
corporation in any jurisdiction wherein 1t is not so qualified, or to subject itself to taxation in any
such jurisdiction, or to consent to general service of process in any such jurisdiction;

(e) (i} in the event of an Exchange Offer, use its teasonable best
efforts to furnish a customary opinion of counsel for the Company addressed to the Trustee,
Entergy and the Dealer Manager, dated, respectively, the date of commencement of such
Exchange Offer and the date of expiration of such Exchange Offer, (ii) in the event of a

4
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Registered Distribution, use its reasonable best efforts to furnish a customary opinion of counsel
for the Company addressed to Entergy and the Trustee, dated the closing date of such Registered
Distribution, and (iii) use its reasonable best efforts to furnish a “cold comfort™ letter addressed
to Entergy and the Trustee (and the Dealer Manager in the event of an Exchange Offer), if
permissible under applicable accounting practices, and signed by the independent public
accountants who have audited the Company’s financial statements included in such registration
statement, in each such case covering substantially the same matters with respect to such
registration statement (and the prospectus included therein) as are customarily covered in
opinions of issuer’s counse! (including a “10b-5” opinion) and in accountants” letters delivered
to underwriters in underwritten public offerings of securities and such other matters as Entergy
or the Trustee may reasonably request and, in the case of such accountants’ letter, with respect to
events subsequent to the date of such financial statements;

53] notify the Trustee and Entergy in writing immediately:

(D) of the occurrence of any event as a result of which the
prospectus included in such registration statement, as then in effect, includes a
misstatement of a material fact or omits to state any material fact required to be
stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading,

(i)  of any written comments from the SEC in respect of such
registration statement (and provide copies thereof to the Trustee, Entergy and the
Dealer Manager) and of any request by the SEC or any other regulatory body or
other body having jurisdiction for any amendment of or supplement to such
registration statement or other document relating to such offering, in each case,
pursuant to such confidentiality agreements as the Company may reasonably
request, and

(iii)  of the issuance by the SEC of any stop order suspending
the effectiveness of such registration statement or the initiation of proceedings for
that purpose,

and, in the case of clauses (1) (if) and (iii), promptly use its reasonable best efforts, respectively,
to (A) prepare an amendment or supplement, such that the prospectus included in such
registration statement shall not include a misstatement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in light of
the circumstances under which they are made, not misleading; provided that the Company shall
have no such obligation during any Demand Suspension period, (B) respond reasonably to any
such comments and to file promptly any necessary amendments or supplements, and (C) prevent
the issuance of any stop order or to obtain the withdrawal if such stop order should be issued;

{g) use its reasonable best efforts to list all Trust Shares covered by
such registration statement on each securities exchange and inter-dealer quotation system on
which the Common Stock is then listed, if and when the listing of such shares is then permitted
under the rules of such exchange or inter-dealer quotation system;
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(h) to the extent reasonably requested by the Trustee, Entergy or the
Dealer Manager in connection with an Exchange Offer, send appropriate officers of the
Company (as the Company may reasonably select) to attend any “road shows” scheduled in
connection with any such Exchange Offer;

(i) in connection with the closing of any Exchange Offer or
Distribution, and in collaboration with the Trustee, furnish or cause to be furnished for delivery
the Trust Shares in uncertificated book-entry form (not bearing any restrictive notations) and
enable or cause to be enabled such book-entries to be in such denominations or amounts as the
Trustee or the Dealer Manager may reasonably request, registered in such names as the Trustee
or the Dealer Manager may request;

G4) make available for inspection, during normal business hours at the
offices of the Company and upon reasonable advance notice, by the Trustee, Entergy, and any
legal counsel, accountant or other agent retained by the Trustee, Entergy and the Dealer Manager
and its counsel, financial and other records, pertinent corporate documents and properties of the
Company as shali be reasonably necessary to enable them to exercise their due diligence
responsibility, and cause the Company’s officers and employees and use its reasonable best
efforts to cause the Company’s independent registered public accountants (subject to any
requesting party executing any document reasonably requested by such accountants to furnish
such information) to supply all information reasonably requested by the Trustee or Entergy, such
counsels, accountants or agents in connection with such registration statement (including,
without Hmitation, the opportunity to discuss the business of the Company with its officers and
the independent registered public accountants who have certified its financial statements)
(subject to the execution by the prospective recipient thereof of a customary confidentiality
agreement in form and substance reasonably satisfactory to the Company) as shall be necessary,
in the opinion of their respective counsel, to conduct a reasonable due diligence investigation
within the meaning of the Securities Act; provided, however, that records and documents which
the Company determines, in good faith, to be confidential and which it notifies such counsel,
accountant or agent are confidential shall not be disclosed by the Company unless (i} the
disclosure of such records or documents is necessary to avoid or correct a material misstatement
or omission in such registration statement or (i) the release of such records or documents is
ordered pursuant to a subpoena or other order from a court of competent jurisdiction; provided,
further, that each such counsel, accountant or agent shall be required to maintain in confidence
and not disclose to any other person (other than to the Trustee or Entergy) any information or
records reasonably designated by the Company as being confidential, except as required by law
or to establish a due diligence defense; and

k) in the event of an Exchange Offer, negotiate in good faith and
enter info an agreement with the Dealer Manager related to such Exchange Offer, in customary
form and on customary terms for the particular transaction, and take the actions required
thereunder (provided that any costs, expenses and liabilities under such agreement shall be paid
by Entergy (but without limiting the obligations of ITC under of Section 8(a))).

Section 5. Control of Exchange Offers. Subject to applicable laws and regulations
and the Trust Agreement, Entergy shall determine all material terms and conditions of any
Exchange Offer, including, without limitation, the timing of the commencement, the exchange

9
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ratio, the expiration date, any extension thereof and the number of Trust Shares to be offered for
exchange.

Section 6. Distribution of the Trust Shares.

{(a) Pursuant to the Trust Agreement, the Trustee is obligated, upon the
occurrence of certain events set forth in the Trust Agreement and, in lieu of or in addition to one
or more Exchange Offers, to deliver the Trust Shares (or, if an Exchange Offer has previously
been consummated, any remaining Trust Shares held by the Trust) to Entergy’s distribution
agent for distribution to the Entergy Shareholders on a pro rata basis (such distribution, a
“Distribution™). In the event the Trustee becomes obligated to effect a Distribution, whether in
lieu of or in addition to one or more Exchange Offers, Entergy will prepare an information
statement that complies with SEC Staff Legal Bulletin #4 4.B.3.b. {the “Information Statement™)
and deliver the Information Statement to the Entergy Shareholders of record as of the distribution
date as will be set forth in the Information Statement; provided that, a reasonable time before
such delivery, Entergy will furnish to the Company and its counsel and other representatives for
review and comment, copies of the Information Statement, and consider in good faith any and all
comments from ITC. The Company shall provide the Trustee and Entergy, during normal
business hours at the offices of the Company and upon reasonable advance notice, reasonable
and customary access to its books and records and such opportunities to discuss the business of
the Company as shall be reasonably necessary to satisfy Entergy’s obligations under the
Securities Act and the Exchange Act with respect {o the Information Statement; provided,
however, that books and records which the Company determines, in good faith, to be
confidential and which it notifies the Trustee and Entergy are confidential shall not be disclosed
by the Company unless (i) the disclosure of such records or documents is necessary to avoid or
correct a material misstatement or omission in such Information Statement or (ii) the release of
such books or records is ordered pursuant to a subpoena or other order from a court of competent
jurisdiction; provided, further, that each of the Trustee and Entergy shall be required to maintain
in confidence and not disclose to any other person any information or records reasonably
designated by the Company as being confidential, except as required by law or to establish a due
diligence defense.

(b) If, upon the written advice of counsel, the Trustee or Entergy
reasonably believes that the disposal of any Trust Shares by a Distribution requires such Trust
Shares to be registered under the Securities Act, the Company shall register such Trust Shares to
be disposed of in such Distribution (a “Registered Distribution™) pursuant to (and subject to the
limitations contained in) Section 2 of this Agreement and the provisions related to an Exchange
Offer in Section 2 of this Agreement shall apply to such Distribution, as appropriate; provided,
however, that under no circumstances shall the Company be entitled to rely on Section 2(a)(ii) of
this Agreement as a basis of not effecting a registration of any Trust Shares in connection with a
Registered Distribution.

Section 7. Company Holdback Agreement. The Company agrees not to effect any
public sale or distribution of shares of Common Stock during the period beginning seven days
before the commencement of an Exchange Offer and ending 10 days after the expiration of such
Exchange Offer (or, in the case of a Registered Distribution, beginning seven days before the
effectiveness of such registration statement and ending the closing date of such Registered

10
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Distribution). Notwithstanding the foregoing, the Company may effect a public sale or
distribution of shares of Common Stock during the periods described above if such sale or
distribution is made pursuant to a registration statement on Form S$-8 or any successor form to
such form or as part of any registration of securities for offering and sale to employees or
directors of the Company pursuant to any employee stock plan or other employee benefit plan
arrangement.

Section 8. Indemnification and Contribution,

(a) In the case of each Exchange Offer or Registered Distribution, the
Company shall indemnify, defend and hold harmless the Entergy Indemnitees from and against
any and ail Indemnifiable Losses arising out of, by reason of or otherwise in connection with any
misstatement or alleged misstatement of a material fact, or any omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading, contained in a
Section 8(a) Offering Document; provided, however, that the Company shall not be liable to
Entergy in any such case to the extent that any such Indemnifiable Loss (including any legal or
other expense) arises out of, is based upon or is caused by any such misstatement or omission or
alleged misstatement or omission based upon information relating to Entergy or the Trustee, as
the case may be, furnished to the Company in writing by or on behalf of Entergy or the Trustee
or incorporated by reference from any filings made by Entergy or the Trustee with the SEC
pursuant to the Securities Act or Exchange Act.

{b)  Inthe case of each Exchange Offer or Registered Distribution,
Entergy shall indemnify, defend and hold harmless the Company Indemnitees from and against
any and all Indemnifiable Losses arising out of, by reason of or otherwise in connection with any
misstatement or alleged misstatement of a material fact, or any omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading, contained in a
Section 8(a) Offering Document, but in each case only to the extent that any such Indemnifiable
Loss arises out of, is based upon or is caused by any such misstatement or omission or alleged
misstatement or omission contained in information relating to Entergy or the Trustee, as the case
may be, furnished in writing to the Company by or on behalf of Entergy or the Trustee or
incorporated by reference from any filings made by Entergy or the Trustee with the SEC
pursuant to the Securities Act or Exchange Act.

{c) In the case of each Distribution effected under Section 6(a),
Entergy shall indemnify, defend and hold harmless the Company Indemnitees from and against
any and all Indemnifiable Losses arising out of, by reason of or otherwise in connection with any
misstatement or alleged misstatement of a material fact, or any omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading, contained in a
Section 8(c) Offering Document; provided, however, that Eantergy shall not be Hable to the
Company in any such case to the extent that any such Indemnifiable Loss (including any legal or
other expense) arises out of, is based upon or is caused by any such misstatement or omission or
alleged misstatement or omission based upon information relating to the Company furnished to
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Entergy in writing by or on behalf of the Company or incorporated by reference from any filings
made by the Company with the SEC pursuant to the Securities Act or Exchange Act.

(d) In the case of each Distribution effected under Section 6(a), the
Company shall indemnify, defend and hold harmless the Entergy Indemnitees from and against
any and all Indemnifiable Losses arising out of, by reason of or otherwise in connection with any
misstatement or alleged misstatement of a material fact, or any omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading, contained in a
Section 8(c) Offering Document, but in each case only to the extent that any such Indemnifiable
Loss arises out of, is based upon or is caused by any such misstatement or omission or alleged
musstatement or omission contained in information relating to the Company furnished in writing
to Entergy by or on behalf of the Company or incorporated by reference from any filings made
by the Company with the SEC pursuant to the Securities Act or Exchange Act.

(e) An Indemnitee shall give the indemnifying party written notice of
any matter that an Indemnitee has determined has given or could give rise to a right of.
indemnification under this Agreement, within 10 business days of such determination, stating the
amount of the loss claimed, if known, and method of computaiion thereof, and containing a
reference to the provisions of this Agreement in respect of which such right of indemnification is
claimed by such Indemnitee or arises; provided, however, that the failure to provide such notice
shall not release the indemnifying party from any of its obligations except and solely to the
extent the indemmnifying party shall have been materially prejudiced as a result of such failure
(except that the indemnifying party shall not be liable for any expenses incurred during the
period in which the Indemnitee failed to give such notice).

6] If the indemnification provided for in this Section 8 is unavailable
to, or insufficient to hold harmless an Indemnitee in respect of any Indemnifiable Loss, then the
indemnifying party shall contribute to the amount paid or payable by such Indemnitee as a result
of such Indemnifiable Loss in such proportion as is appropriate to reflect the relative fault of the
indemnifying party and the Indemnitee with respect to the misstatements or omissions that
resulted in such Indemnifiabie Loss, as well as any other relevant equitable considerations. With
respect to the foregoing, the relative fault of such indemmifying party and Indemnitee shall be
determined by reference to, among other things, whether the misstatement or alleged
misstatement of a material fact or omission or alleged omission to state a material fact relates to
information related to and supplied by such indemnifying party or Indemnitee, and the parties’
relative intent, knowledge, access to information and opportunity to correct or prevent such
misstatement or omission. The parties agree that it would not be just and equitable if
contribution pursuant to this Scction 8(f) were determined by a pro rata allocation or by any
other method of allocation that does not take account of the equitable considerations referred to
in this Section §(f). The amount paid or payable by an Indemnitee as a result of the
Indemnifiable Losses referred to in this Section 8(f) shall be deemed to include, subject to the
limitations set forth above, any out-of-pocket legal or other fees or expenses reasonably incurred
by such lidemnitee in connection with investigating any claim or defending any Action. In no
event, however, shall Entergy be required to contribute in excess of the amount of, with respect
to one or more Exchange Offers, the aggregate Exchange Offer Net Proceeds, and, with respect
to one or more Distributions, the aggregate Distribution Values. No person guilty of fraudulent
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misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to
contribution from any person who was not guilty of such fraudulent misrepresentation.

{g) Indemnification required by this Section 8 shall be made by
periodic payments of the amount thereof during the course of the investigation or defense, as and
when bills are received or an Indemnifiable Loss incurred.

(h) The indemnity and contribution agreements contained in this
Section 8 shall remain operative and in full force and effect, regardless of (i) any investigation
made by or on behalf of any Indemnitee; and (ii) the transfer of securities.

Section 9. Miscellaneous.

{(a) Specific Performance. The parties agree that irreparable damage
would occur in the event that the provisions of this Agreement were not performed in accordance
with their specific terms and further agree that, although monetary damages may be available for
the breach of such provisions, monetary damages would be an inadequate remedy therefor. It is
accordingly agreed that, in addition to any other remedy that may be available to it, including
monetary damages, each of the parties shall be entitled to an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement exclusively in the Delaware Court of Chancery and any state appellate court
therefrom within the State of Delaware (or, if the Delaware Court of Chancery declines to accept
jurisdiction over a particular matter, any state or federal court within the State of Delaware).
Each of the parties further agrees that no party to this Agreement shall be required to obtain,
furnish or post any bond or similar instrument in connection with or as a condition to obtaining
any remedy referred to in this Section 9 and each party waives any objection to the imposition of
such relief or any right it may have to require the obtaining, furnishing or posting of any such
bond or similar instrument.

{b) Severability. In the event any one or more of the provisions
contained in this Agreement should be held invalid, illegal or unenforceable in any respect, the
validity, legality and enforceability of the remaining provisions contained herein shall not in any
way be affected or impaired thereby, and the parties shall endeavor in good-faith negotiations to
replace the invalid, illegal or unenforceable provisions with valid provisions, the economic effect
of which comes as close as possible to that of the invalid, illegal or unenforceable provisions.

() Further Assurances. Subject to the specific terms of this
Agreement, each of the parties hereto shall make, execute, acknowledge and deliver such other
instruments and documents, and take all such other actions, as may be reasonably required in
order to effectuate the purposes of this Agreement and to consummate the transactions
contemplated hereby.

{d) Waivers. The failure of either party to require strict performance
by the other party of any provision in this Agreement will not waive or diminish that party’s
right to demand strict performance thereafter of that or any other provision hereof.

13
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{e) Entire Agreement. This Agreement contains the final and complete
understanding of the parties with respect to its subject matter. This Agreement supersedes all
prior agreements and understandings between the parties, whether written or oral, with respect to
the subject matter hereof.

) Counterparts. This Agreement may be executed in more than one
counterparts, all of which shall be considered one and the same agreement, and shall become
effective when one or more such counterparts have been signed by each of the parties and
delivered to the other party. Execution of this Agreement or any other documents pursuant to
this Agreement by facsimile or other electronic copy of a signature shall be deemed to be, and
shall have the same effect as, executed by an original signature.

{g) Termination. The right of Entergy to request registration pursuant
to this Agreement shall terminate on such date that the Trust no longer holds any Trust Shares.

(h) Amendment. This Agreement may not be modified or amended
except by an agreement in writing signed by each of the parties.

(1) Notices. All notices and other communications under this
Agreement shall be in writing in English and shall be deemed given when delivered personally,
on the nex{ business day after delivery by a recognized overnight courier or when sent by
facsimile, (which facsimile copy shall be followed, in the case of notices or other
communications sent to the Trustee, by delivery of the original) when the sender receives a
written fax confirmation thereof, at the following addresses (or to such other address as a party
may have specified by notice given to the other parties pursuant to this Section 9(i)):

(i) To Entergy:

Entergy Corporation

639 Loyola Avenue

New Orleans, LA 70113

Attn: J. Wayne Leonard, Chief Executive Officer
Facsimile: (504) 576-2776

with a copy to (which shall not constitute notice):

Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C. 20005

Attn: Michael P. Rogan, Fsq.; Pankaj K. Sinha, Esq.
Facsimile: (202) 393-5760

{i1) To the Company:
ITC Heldings Corp.
27175 Energy Way
Novi, MI 48377

14
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(i)

Attn: Daniel J. Oginsky, Senior Vice President and General
Counsel
Facsimile: (248) 946-3562

with a copy to (which shall not constitute notice):

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2302

To the Trustee:

The Goldman Sachs Trust Company of Delaware
601 Delaware Avenue, 2™ Floor

Wilmington, DE 19801

Facsimile: (212) 493.9045

Attn: Kathieen Kinne

with a copy to (which shall not constitute notice):

Sullivan & Cromwell LLP
125 Broad Street

New York, NY 10004-2948
Atm: Glen T. Schiever, Esq.
Facsimile: (212) 558-3588

or to such other address as either party may, from time to time, designate in a written notice in a

ike manner.

&)

of Delaware.

L9

Governing TLaw. This Agreement shall be governed by and
construed in accordance with the laws of the State of Delaware, without giving effect to any
contlict or choice of law provision or rule (whether of the State of Delaware or any other
jurisdiction) that would cause the application of the laws of any jurisdiction other than the State

Consent to Jurisdiction. The parties irrevocably and

unconditionally agrees that any legal action or proceeding with respect to this Agreement and the
rights and obligations arising hereunder, or for recognition and enforcement of any judgment in
respect of this Agreement and the rights and obligations arising hereunder brought by the other
party hereto or its successors or assigns, shall be brought and determined exclusively in the
Delaware Court of Chancery and any state appellate court therefrom within the State of
Delaware (or, if the Delaware Court of Chancery declines to accept jurisdiction over a particular
matter, any state or federal court within the State of Delaware). Each of the parties hereby
wrevocably submits with regard to any such action or proceeding for itself and in respect of its
property, generally and unconditionally, to the personal jurisdiction of the aforesaid courts and
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agrees that it will not bring any action relating to this Agreement or any of the transactions
contemplated by this Agreement in any court other than the aforesaid courts. Fach of the parties
hereby irrevocably waives, and agrees not to assétt, by way of motion, as a defense,
counterclaim or otherwise, in any action or proceeding with respect to this Agreement, (a) any
claim that it is not personally subject to the jurisdiction of the above named courts for any reason
other than the failure to serve in accordance with this Section 9(k), (b) any claim that it or ifs
property is exempt or immune from jurisdiction of any such court or from any legal process
commenced in such courts (whether through service of notice, attachment prior to judgment,
attachment in aid of execution of judgment, execution of judgment or otherwise) and (¢) to the
fullest extent permitted by the applicable law, any claim that (i) the suit, action or proceeding in
such court is brought in an inconvenient forum, (ii) the venue of such suit, action or proceeding
is improper or (iii) this Agreement, or the subject matter hereof, may not be enforced in or by
such courts.

0 Waiver of Jury Trial. EACH OF THE PARTIES
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY,

(m)  Assignment. Except as otherwise expressly provided for in this
Agreement, this Agreement shall not be assignable, in whole or in part, by either party without
the prior written consent of the other party, and any attempt to assign any rights or obligations
arising under this Agreement without such consent shall be null and void; provided, that a party
may assign this Agreement in connection with a merger transaction in which such party is not the
surviving entity or the sale by such party of all or substantially all of its assets, and upon the
effectiveness of such assignment the assigning party shall be released from all of its obligations
under this Agreement if the surviving entity of such merger or the transferee of such assets shail
agree in writing, in form and substance reasonably satisfactory to the other party, to be bound by
the terms of this Agreement as if named as a “party” hereto.

{n) Successors and Assigns. Subject to Section 9(m), the provisions of
this Agreement and the obligations and rights hereunder shall be binding upon, inure to the
benefit of and be enforceable by (and against) the parties and their respective successors and
permitted transferees and assigns.

(0) Third Party Beneficiaries. Except as provided in Section 8 relating
to Indemnitees, this Agreement is solely for the benefit of the parties and should not be deemed
to confer upon third parties any remedy, claim, liability, reimbursement, cause of action or other
right in excess of those existing without reference to this Agreement.

{p) Titles and Headings. Titles and headings to Sections and Articles
are inserfed for the convenience of reference only and are not intended to be a part of or to affect
the meaning or interpretation of this Agreement.

{a) Conflicting Agreements. The Company shall not hereafier grant
any rights to any person to register securities of the Company, the exercise of which would
conflict with the rights granted to the Trustee and Entergy under this Agreement.
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{r) Construction. The parties have participated jointly in the
negotiation and drafting of this Agreement. This Agreement shall be construed without regard to
any presumption or rule requiring construction or interpretation against the party drafting or
causing any instrument to be drafted,

(s) Authorization. Each of the parties hereby represents and warrants
that it has the power and authority to execute, deliver and perform this Agreement, that this
Agreement has been duly authorized by all necessary corporate action on the part of such party,
that this Agreement constitutes a legal, valid and binding obligation of each such party and that
the execution, delivery and performance of this Agreement by such party does not contravene or
conflict with any provision of law or of its charter or bylaws or any material agreement,
instrument or order binding on such party.

() Application of Article VI of the Separation Agreement to this
Agreement. This Agreement, together with any amendments, modifications, or supplements to
this Agreement, shail be deemed an Ancillary Agreement under the Separation Agreement;
provided, however, for purposes of applying Article VI (Tax Matters) of the Separation
Agreement, a public sale or distribution of shares of Common Stock contemplated by Section 7
of this Agreement shall not be treated as “provided for” in an Ancillary Agreement.
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IN WITNESS WHEREOF, the parties have caused this Registration
Rights Agreement to be duly executed as of the day and year first above written.

ENTERGY CORPORATION

By

Name;
Title:

ITC HOLDINGS CORP.

By

Name:
Title:

THE GOLDMAN SACHS TRUST
COMPANY OF DELAWARE, as Trustee

By

Name:
Title:
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Schedule 1

Dealer Managers, Exchange Agents and Information Agents
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FORM OF TRUST AGREEMENT

TRUST AGREEMENT, dated as of [ ], (this “Agreement™) by and among
Entergy Corporation, a Delaware corporation (“Grantor™), ITC Holdings Corp., a Michigan
corporation (“ITC”), Mid South TransCo LLC, a Delaware limited fiability company
(“LransCo™), and The Goldman Sachs Trust Company of Delaware, as trustee (the “Trustee”).

WHEREAS, pursuant to the Merger Agreement, dated as of December 4, 2011,
among Grantor, TransCo, ITC and Ibis Transaction Subsidiary LLC, a Delaware limited lability
company (the “Merger Agreement™), and the Separation Agreement, dated as of December 4,
2011, by and among Grantor, TransCo, ITC, certain of Grantor’s regulated utility operating
companies and Entergy Services, Inc., a Delaware corporation (the “Separation Agreement™), on
the Distribution Date (as defined in the Separation Agreement), Grantor will distribute to
Grantor’s shareholders (“Grantor Sharcholders™) all of the TransCo Common Units (as defined
in the Merger Agreement), except for the Trust Units (as defined below), on a pro rata basis;

WHEREAS, pursuant to Section 1.20 of the Merger Agreement, Grantor has
elected to retain an amount of TransCo Common Units that would convert in the Merger (as
defined below) to up to 4.9999% of the total number of shares of ITC Common Stock (as defined
below) outstanding immediately following the consummation of the Merger (the “Trust Units™)
that would otherwise have been distributed as part of Grantor’s disposition of 100% of the
TransCo Common Units to Grantor Shareholders on or prior to the Effective Time (as defined
below);

WHEREAS, on the Closing Date (as defined below) and prior to the Effective
Time, the Trust Units shall be contributed by Grantor to the Trustee to be held by the Trustee in
trust in accordance with the terms of this Agreement and Section 1.20 of the Merger Agreement;

WHEREAS, at the Effective Time, each of the Trust Units will be converted into
the right to receive one fully paid and nonassessable share of ITC Common Stock (such shares of
ITC Common Stock collectively, the “Trust Shares™);

WHEREAS, the Trustee may complete an Exchange Offer (as defined below)
within six (6) months after the Distribution Date (as defined in the Separation Agreement) under
which the Trustee may offer the Trust Shares to the then current Grantor Sharcholders; and

WHEREAS, if all of the Trust Shares are not exchanged and distributed pursuant
to the Exchange Offer, or upon the occurrence of certain specified events, the remaining Trust

"NTD: To be executed by the parties on or prior to the Distribution Date if Grantor makes an election to retain the
shares under Section 1.20 of the Merger Agreement.
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Shares will be distributed by the Trustee by means of a Trust Distribution (as defined below) pro
rata to the then current Grantor Sharcholders, subject to the terms and conditions set forth herein.

NOW, THEREFORE, the parties hereto, intending to be legally bound, do hereby

agree as follows:

ARTICLE ¥

DEFINITIONS AND INTERPRETATION

Section 1.1 Definitions. As used in this Agreement, the following capitalized terms
shalt have the following meanings:

“Accelerated Trust Distribution™ has the meaning set forth in Section 4.3(1).
*Accelerated Trust Distribution Date” has the meaning set forth in Section 4.3(1).

“Accelerated Trust Distribution Record Date™ has the meaning set forth in

Section 4.3{]).

“Affiliate” means, with respect to any person, any other person directly or
indirectly controlling, controlled by, or under common control with such other person as of the
date on which, or at any time during the period for which, the determination of affiliation is
being made. For purposes of this definition, the term “control” (inchuding, with correlative
meanings, the terms “controlled by” and “under common control with™), as used with respect to
any person means the possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of such person, whether through the ownership of
voting securities, by contract or otherwise. For the avoidance of doubt, for purposes of this
Agreement the Trustee and ITC shall not be treated as Affiliates of Grantor.

(4

Agreement” has the meaning set forth in the Preamble.

“Averaging Period” has the meaning set forth in Section 4.3(b).

“Beneficiaries” has the meaning set forth in Section 2.5.

“Business Day” means any day that is not a Saturday or Sunday or a day on which
banks are required or permitted by law or executive order to be closed in the City of New York.

“Closing” has the meaning given to such term in the Merger Agreement.
“Closing Pate” has the meaning given to such term in the Merger Agreement.
“De Minimis Dividend” has the meaning set forth in Section 2.9(c).

“Discount”™ has the meaning set forth in Section 4.3(b).
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“Distribution Agent” means the distribution agent mutually acceptable to Grantor,
ITC and Trustee (such acceptance not to be unreasonably withheld). :

“Distribution Date™ has the meaning set forth in the Separation Agreement.

(13

Distribution De Minimis Payment” has the meaning set forth in Section 4.6(c).
“Dividend Proceeds™ has the meaning set forth in Section 2.9(b).

“Effective Time” has the meaning set forth in the Merger Agreement.

“Exchange Agent” means a bank or trust company reasonably mutually
acceptable to Grantor, ITC and the Trustee (such acceptance not to be unreasonably witlheld)..

“Exchange Offer” means an offer, to be conducted in all material respects in _
accordance with applicable Law and this Agreement, to the Grantor Shareholders by the Trustee
to exchange all or some of the Trust Shares for Grantor Shares.

“Exchange Offer Closing™ has the meaning set forth in Section 4.3(a).

(11

Section 4.3().
“Exchange Offer Distribution” has the meaning set forth in Section 4.3(k).

Exchange Offer De Minimis Payment™ has the meaning set forth in

“Exchange Offer Distribution Date” has the meaning set forth in Section 4.3(k).

“Exchange Ratio™ has the meaning set forth in Section 4.3(b).

“Expense Pre-Funded Amount” has the meaning set forth in Section 7.1,

“Grantor™ has the meaning set forth in the Preamble.

“Grantor Shares” means shares of common stock of Grantor, par value $0.01 per
share, T

“Grantor Shareholders™ has the meaning set forth in the Recitals and shall, for the
avoidance of doubt, not include Grantor or any Grantor subsidiaries that may hold Grantor.
Shares. '

“Information Statement” has the meaning set forth in Section 4.3(D(i).

“Initial Notice” has the meaning set forth in Section 4.5(b)({i). -

“Internal Revenue Code” means the United States Internal Revenue Code of
1986, as amended,

“Irrevocable Terms” has the meaning set forth in Section 4.3(a).
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“I'TC” has the meaning set forth in the Preamble.

“ITC Common Stock™ has the meaning given to such term in the Merger

Agreement,

“Law” means any statute, law (including common law), ordinance, regulation,
rule, code or other legally enforceable requirement of, or order issued by, any federal, state, jocal,
foreign or international court, government, department, commission, board, bureau, agency,
official or other regulatory, administrative or governmental authority, or stock exchange or other

seif-regulatory organization.

“Mandatory Distribution™ has the meaning set forth in Section 4.4(a).

“Mandatory Distribution Date” has the meaning set forth in Section 4.4(c).

“Mandatory Record Date” has the meaning set forth in Section 4.4(c).

“Merger” has the meaning given to such term in the Merger Agreement.

“Merger Agreement” has the meaning set forth in the Recitals.

“Merger Event” means the consummation and closing of (i) a merger. of Grantor
or ITC into an entity which does not result in Grantor or ITC, as the case may be, surviving such
merger, of (ii) any transaction whereby Grantor or ITC cease to exist for United States federal

income tax purposes.

“Merger Event Distribution” has the meaning set forth in Section 4.5(a).
“Merger Event Distribution Date” has the meaning set forth in Section 4.5(c).

“Merger Event Record Date” has the meaning set forth in Section 4.5(c).
“NYSE” means the New York Stock Exchange.

“Offer Conditions™ has the meaning set forth in Section 4.3(a).

“Offer Documents™ has the meaning set forth in Section 4.3(d).
“Proration Factor” has the meaning set forth in Section 4.3(c).

“Qualified Charity” means, at the time the property is contributed to it, an
organization described in Section 170(c¢) of the Internal Revenue Code.

“Record Date” means a Mandatory Record Date or a Merger Event Record Date,
as the case may be.

“Registration Rights Agreement” means a Registration Rights Agreement, dated
as of the date hereof, by and among Grantor, the Trustee and ITC.
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“SEC” means the United States Securities and Exchange Commission, or any
successor institution.

“Separation Agreement” has the meaning set forth in the Recitals,
“Schedule TO™ has the meaning set forth in Section 4.3(d).

“TransCo” has the meaning set forth in the Recitals.

“TransCo Common Units” has the meaning given to such term in the Merger

Agreement.

“Transfer” means any direct or indirect, voluntary or involuntary assignment,
transfer, pledge, set off, alienation, or disposition (including by operation of law). For purposes |
of this Agreement, Transfer shall include any correlative meanings.

“Trust” means a Delaware common law trust formed pursuant to this Agreement,

the corpus of which initialty shall consist of the Trust Units.

“Trust Distribution” means an Exchange Offer Distribution, an Accelerated Trust.
Distribution, a Mandatory Distribution or a Merger Event Distribution, as the case may be.

“Trust Distribution Date™” means an Exchange Offer Distribution Date, an
Accelerated Trust Distribution Date, a Mandatory Distribution Date or a Merger Event
Distribution Date, as the case may be.

“Trust Effective Time” has the meaning set forth in Section 2.8.

“Trust Expiration Date”™ has the meaning set forth in Section 4.1(a).

“Trust Income” has the meaning set forth in Section 2.9(a).
“Trust Shareg” has the meaning set forth in the Recitals,
“Trust Units™ has the meaning set forth in the Recitals.
“Trustee™ has the meaning set forth in the Preamble.
“Upper Limit” has the meaning set forth in Section 4.3(b).
“VYWAP” has the meaning set forth in Section 4.3(b).

Section 1.2 References: Interpretation. References in this Agreement to any gender
include references to all genders, and references to the singular include references to the plural
and vice versa. Any action to be taken by the Board of Directors of such party may be taken by a
committee of the Board of Directors of such party if properly delegated by the Board of
Directors of a party to such committee. Unless the context otherwise requires:
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LIRS

(a) the words “include,” “includes”™ and “including” when used in this
Agreement shall be deemed to be followed by the phrase “without [imitation™;

{b) references in this Agreement to Articles, Sections, Exhibits and Schedules
shall be deemed references to Articles and Sections of, and Exhibits and Schedules f0, this
Agreement; and

(c) the words “hercof,” “hereby” and “herein” and words of similar meaning
when used in this Agreement refer to this Agreement in its entirety and not to any particular
Article, Section or provision of this Agreerent.

ARTECLE 11

DECLARATION OF TRUST

Section 2.1 Creation of Trust. Upon the execution of this Agreement by the parties
hereto, there is hereby created a common faw trust under the laws of the State of Delaware that is
referred to herein as the “Trust”, for the benefit of the Beneficiaries, which common law trust
shall be irrevocable except as expressly provided in Article VI

Section 2.2 Appointment of Trustee. Grantor hereby appoints The Goldman Sachs
Trust Company of Delaware as trustee of the Trust, and the Trustee hereby accepts such
appointment, in accordance with the terms and conditions set forth herein,

Section 2.3 Purpose of Trust. The sole purpose of the Trust is to (i) hold the Trust
Units and, following the Effective Time, the Trust Shares; (ii) exchange or distribute the Trust
Shares in connection with an Exchange Offer or Trust Distribution, as the case may be, subject to
the terms and conditions set forth herein; (iii) hold the Expense Pre-Funded Amount, Trust
Income and Dividend Proceeds; and (iv) protect and conserve the Trust property for the benefit
of the Beneficiaries. The Trust shall hold no assets other than (x) the Trust Units and, following
the Effective Time, the Trust Shares, (y) cash consisting of the Expense Pre-Funded Alnount or
from Trust Income and (z) Dividend Proceeds.

Section 2.4 Transfer to the Trust: Acceptance by Trustee. On the Closing Daté and
prior to the Effective Time, Grantor shall cause to be transferred to the Trustee, as trustee of the
Trust, absolutely and unconditionally, all right, title and interest in and to the Trust Units.
TransCo shall record, or shall cause to be recorded, such transfer in its equity transfer ledger. In-
connection with such transfer, Grantor shall deliver to the Trustee a certificate representing the
Trust Units and evidencing the Trust's ownership thereof. Prior to the Merger, the Trustee shail
deliver such certificate to the exchange agent (as defined in the Merger Agreement,) and as
contemplated by Section 1.10 of the Merger Agreement, such exchange agent will hold the
certificate for the account of the Trust. As provided in the Merger Agreement, the Trust Units
will convert to Trust Shares at the Effective Time and the Trust shall be the legal owner of the
Trust Shares. The Trustee hereby declares that it will hold the Trust Units and, after the
Effective Time, the Trust Shares, in trust hereunder for the exclusive use and benefit of the
Beneficiaries and for the purposes, and subject to the terms and conditions, set forth herein.
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Section 2.5 Beneficiaries. Grantor and the Grantor Shareholders shall be the
beneficiaries of the Trust (the “Beneficiaries™); provided, however, that in no event shall any
Trust Shares be Transterred to Grantor. Each Beneficiary’s rights and interest in the Trust shall
be limited to the exclusive rights expressly set forth in this Agreement.

Section 2.6  Restrictions on Transfer by Grantor. Grantor shall not Transfer all or
any portion of its beneficial interest in (including in the income or principal of) the Trust, Any
such prohibited Transfer is void ab initio. For the avoidance of doubt, an Exchange Offer, Trust
Distribution or any transfer or other disposition of Grantor Shares by any Orantor Shareholder
will not be considered a Transfer by the Grantor for purposes of this Section 2.6.

Section 2.7  Grantor Shareholders’ Interest.'

(a) Each Grantor Shareholder’s beneficial interest in the Trust is indivisible
from such Grantor Shareholder’s pro rata ownership of Grantor Shares and cannot be
Transferred without simuitaneously Transferring to the same transferee the underlying Grantor
Shares held by such Grantor Sharcholder. Accordingly, the Trustee shall not, directly or
indirectly, voluntarily or involuntarily, by operation of law or otherwise, recognize any Transfer
of all or any portion of the beneficial interest of any Grantor Sharcholder in (including in the
income or principal of) the Trust except in connection with the simultaneous Transfer to the
same transferee of the underiying Grantor Shares held by such Grantor Sharcholder, and any
such prohibited Transfer is void ab initio. The beneficial interests in the Trust may be
Transferred only in connection with the transfer of the underlying Grantor Shares held by such
Grantor Shareholder, and in connection with any such underlying Transfer of Grantor Shares by
a Grantor Shareholder, the corresponding beneficial interests in the Trust held by such Grantor
Shareholder shall, automatically and without any action required of any person or entity, be
Transferred to such transferee of Grantor Shares. Grantor Shares while held by Granter or any
of its subsidiaries shall have no beneficial interests in the Trust.

{b) Notwithstanding anything herein to the contrary, each Grantor
Shareholder’s rights to receive Trust Shares in a Trust Distribution, if any, will be conclusively
established by such Grantor Shareholder’s ownership of Grantor Shares as of the Record Date
for such Trust Distribution as reflected in the books and records of Grantor; in no event shall any
Grantor Shareholder have any right (i) to the Trust Shares except in connection with a Trust
Distribution or by participating in an Exchange Offer or (ii) to enforce any term or provision of
this Agreement against ITC. In the event, under the terms and subject to the conditions of this
Agreement, a Trust Distribution was required to occur but such Trust Distribution failed to
occur, the right to enforce any term or provision of this Agreement shall not arise until after the
last date by which a Trust Distribution was required to occur; provided however, that the sole
remedy in such case shall be to cause the Trustee to effectuate such Trust Distribution in
accordance with the terms and conditions of this Agreement to the extent possible.

{9)] Each Grantor Shareholder’s ability to receive Trust Shares in an Exchange
Offer shall be according to the terms and conditions of such Exchange Offer,

Section 2.8 Effectiveness of the Agreement. This Agreement shall be effective
upon the Distribution Date (the “Trust Effective Time”).
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Section 2.9  Income.

(a) To the extent the Trust eamns income, other than any Dividend Proceeds as
described in Section 2.9(b) (“Trust Income™), the Trust shall be entitled to receive and shall hold
such Trust Income in trust hereunder and to elect, in the Trustee’s sole discretion, to either
(1) donate such Trust Income to a Qualified Charity selected by the Trustee in its sole discretion
or (ii) hold such Trust Income for the benefit of Grantor and distribute such Trust Income to
Grantor upon termination of the Trust. Regardless of whether or not Trust Income has been
received by the Trust, the Trustee shall make and notify Grantor of the Trustee’s election within
30 days after the Trust Effective Time and such election shall apply to all Trust Income received
by the Trust.

(b) To the extent ITC declares and pays any dividends on shares of ITC
Common Stock while the Trust is the holder of record of the Trust Shares on the record date for
any such dividend (together with any interest income incurred on such dividends (if any),
“Dividend Proceeds™), the Trust shall be entitled to receive and shall hoid such Dividend
Proceeds in trust hereunder and to elect, in the Trustee’s sole discretion, to either (i) donate such
Dividend Proceeds to a Qualified Charity selected by the Trustee in its sole discretion or (ii) hold
such Dividend Proceeds for the benefit of the Grantor Shareholders and distribute such Dividend
Proceeds in connection with any Exchange Offer or Trust Distribution as set forth in Section
2.9(c). Regardless of whether or not Dividend Proceeds have been received by the Trust, the
Trustee shall make and notify Grantor of the Trustee’s election within 30 days after the Trust
Effective Time and such election shall apply to all Dividend Proceeds received by the Trust.

{c) If the Trustee elects pursuant to Section 2.9(b)(ii} to hold Dividend
Proceeds for the benefit of Grantor Shareholders, in the event of an Exchange Offer, at the
Exchange Offer Closing cach participating Grantor Shareholder shall receive from the Trust a
portion of the aggregate Dividend Proceeds on a pro rata basis in an amount equal to the
aggregate Dividend Proceeds multiplied by a fraction, the numerator of which is the number of
Trust Shares such Grantor Shareholder will receive in such Exchange Offer and the denominator
of which is the total number of Trust Shares held by the Trust (it being understood that if not all
of the Trust Shares are exchanged in such Exchange Offer that the Trust shall retain, for
distribution in any Trust Distribution, any remaining Dividend Proceeds); provided, however,
that no Grantor Shareholder shall be entitled to receive any Dividend Proceeds if the aggregate
amount of such Dividend Proceeds payable on all of the Grantor Shares held by such Grantor
Shareholder is less than $0.01 (a “De Minimis Dividend™). In the event of any Trust
Distribution, each participating Grantor Shareholder on the Record Date shall receive a portion
of the remaining Dividend Proceeds on a pro rata basis based on the total number of Grantor
Shares held by such Grantor Shareholder on the Record Date; provided, however, that no
Grantor Shareholder shall be entitled to receive any Dividend Proceeds if the aggregate amount
of such Dividend Proceeds payable on all of the Grantor Shares held by such Grantor
Shareholder is less than a De Minimis Dividend. Upon completion of any Trust Distribution, the
Trustee shall promptly donate the aggregate amount of De Minimis Dividends to a Qualified
Charity selected by the Trustee in its sole discretion.
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{(d) While held by the Trust, Dividend Proceeds and Trust Income shall be
maintained in separate accounts and shall not be commingled with the other.

(e) All income of the Trust shall be taxable to Grantor.

ARTICLE 111

ADMINISTRATION OF THE TRUST
Section 3.1  Voting.

(a) The Trastee shall hold the Trust Units and, following the Effective Time,
the Trust Shares received in connection with the Trust Units under the terms and conditions of
this Agreement. The Trustee shall, and is hereby fully and exclusively empowered, authorized
and obligated to, execute and deliver an irrevocable proxy in the form attached hereto as Exhibit
A, granting the proxy or proxies named therein to cause the Trust Units or Trust Shares, as the
case may be, to be present at each meeting of holders of Trust Units or shareholders of ITC, as
the case may be, and voted or consented, for the term of this Agreement, in the same proportion
as all voting securities of TransCo or ITC, as applicable, other than the Trust Units or the Trust
Shares, as the case may be, are voted or consented in respect of any and all matters on which
such Trust Units or Trust Shares, as the case may be, are entitled to vote under the limited
liability company agreement of TransCo or the articles of incorporation of ITC, as the case may
be, or applicable Law, including the election of directors, any merger or consolidation, the sale
of all or substantially all of TransCo or ITC’s assets, as the case may be, a dissolution of
TransCo or ITC, as the case may be, and any amendments to TransCo’s certificate of formation
or limited liability company agreement or ITC’s articles of incorporation, as the case may be.
TransCo or ITC, as the case may be, shall deliver written notice to the Trustee of any such
matters on which the Trust Units or Trust Shares are entitled to vote. The Trustee shall not vote
the Trust Units or Trust Shares or enter into any agreement in respect of voting the Trust Units or
Trust Shares with any person other than through this Agreement and the proxy attached hereto as
Exhibit A. The Trustee (i) shall have the right to waive notice of any meeting of TransCo
Common Unit holders of TransCo or stockholders of ITC in respect of such Trust Units or Trust
Shares, as the case may be, and (ii} may exercise any power or perform any act hereunder by an
agent or attorney duly authorized and appointed by it.

(b) Except as expressly provided in Section 1.08 of the Merger Agreement,
for so long as the Trust holds any Trust Units or Trust Shares, Grantor shall not, and shall cause
its Affiliates to not, take any actions with the intent of directly or indirectly influencing the vote
of the holders of TransCo Common Units or shares of ITC common stock on any matters on
which such unit holders or stockholders, as applicable, are entitled to vote.

Section 3.2 Regulatory Filings. As directed in writing by Grantor or ITC, the
Trustee shall make all required filings with any regulatory agencies, including any statements
with the SEC containing the information required by Schedules 13D or 13G, as applicable, any
filings with the SEC required by Section 16 of the Securities Exchange Act of 1934, as amended,
and any filings with any other federal or state regulatory agency. In the event of any conflicting
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direction by Grantor or ITC pursuant to this Section 3.2, Grantor’s direction shall control. The
Trustee shall provide a reasonable opportunity for Grantor and ITC to review and comment on
any such filings prior to submission of such filings. Notwithstanding the foregoing, the Trustee
shall not be required to make any filings or include information in such filings that it deems in its
reasonable judgment to be inconsistent with or in violation of applicable Law.

Section 3.3 Access to Certain Documentation. Subject to Section 8,18, the Trustee
shall provide to any federal, state or local or self-regulatory authority that may exercise authority
over Grantor or ITC (or any of their Affiliates) access to the documentation regarding this
Agreement, the Trust Units and Trust Shares required by applicable Law or requested by such
authority. Such access shall be afforded only during normal business hours at the offices of the
Trustee designated by it. The Trustee shall promptly provide notice to Grantor and ITC of any
request that it receives for access to the documentation regarding the Trust Units and Trust
Shares from any such authority.

ARTICLE IV

TRANSFER TO TRUST, EXCHANGE OFFERS AND DISTRIBUTIONS

Section 4.1 Transfer to Trust.

{a) Grantor shall contribute the Trust Units to the Trust on the Closing Date
and prior to the Effective Time. Grantor represents that, in the event the record date for any
regular or special meeting or written consent of the holders of TransCo Common Units were to
fall in the period between the Distribution Date and the Effective Time, Grantor would vote or
consent the Trust Units in the same proportion as all other TransCo Common Units are voted or
consented.

(b) Subject to the terms and conditions of this Agreement, each of the Trustee
and Grantor shall take all actions required of it under this Agreement necessary to effectuate a
Mandatory Distribution if any Trust Shares remain in the Trust on the twentieth Business Day
prior to the date that is six months following the Trust Effective Time (the “Trust Expiration
Date”); provided, however, that if on such date an Exchange Offer is currently being conducted
and is reasonably expected to be consummated prior to the Trust Expiration Date, nothing in the
foregoing shall require Grantor or the Trustee to terminate such Exchange Offer; provided,
further, that, notwithstanding the foregoing, if such Exchange Offer does not close due to the
failure of the Offer Conditions to be satisfied on the anticipated Exchange Offer Closing Date (or
if such Exchange Offer is terminated by Grantor pursuant to Section 4.3(e) within twenty (20)
Business Days of the then in effect Trust Expiration Date), then the Exchange Offer shall be
terminated and, in order to permit a Mandatory Distribution pursuant to Section 4.4, the then in
effect Trust Expiration Date shall be extended twenty (20) Business Days from the date such
Exchange Offer is terminated. If a Demand Suspension (as defined in the Registration Rights
Agreement) occurs {or continues to occur) within 60 days of the Trust Expiration Date, the Trust
Expiration Date shall be extended until 60 days after suck Demand Suspension has been
terminated.

10
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Section 4.2 No Transfer. The Trustee shall be the legal owner of the Trust Units
and, following the Effective Time, the Trust Shares and shall not have the authority to, and shall
not, Transfer, or direct the Transfer of, any of the Trust Shares except pursuant {o Seciion 4.3,
Section 4.4, Section 4.5 or Section 4.6 or as otherwise provided hereunder. Any such prohibited
Transter shall be void ab initio, and ITC shall not record on its books any such prohibited
Transfer. For the avoidance of doubt, in no event shall the Trustee Transfer any Trust Shares to
Grantor or to any Affiliate of Grantor (except for any Affiliate of the Grantor who otherwise
receives shares as a Grantor Shareholder in any Trust Distribution or as a participant in any
Exchange Offer). All Trust Units and, following the Effective Time, Trust Shares, if certificated,
shall bear the following legend prior to the date they are exchanged or distributed in connection
with any Exchange Offer or Trust Distribution, as the case may be (or, if uncertificated, should
bear similar notations in TransCo’s or ITC’s, as applicable, equity transfer ledgers):

The sale or other transter of the [shares of stock][units] represented by this certificate,
whether voluntary, involuntary or by operation of Iaw, is subject to certain restrictions on
transfer set forth in the Trust Agreement (the “Trust Agreement™), dated | . by
and among Entergy Corporation, ITC Holdings Corp., [Mid South TransCo LLC] and

f . A copy of the Trust Agreement may be obtained from the Secretary of ITC
Holdings Corp.

Section 4.3 Trust Exchange Offers.

(a) Upon written notice from Grantor, the Trustee shall use reasonable best
efforts to promptly commence (within the meaning of Rule 14d-2 under the Exchange Act) an
Exchange Offer in accordance with and subject to the conditions of this Agreement and the
Regisiration Rights Agreement (including, without limitation, the satisfaction by ITC of its
obligations under Section 4 of the Registration Rights Agreement that are to be satisfied at or
prior to commencement of an Exchange Offer). In connection with any Exchange Offer, the
obligations of the Trustee (o accept for payment any Grantor Shares validly tendered and not
properly withdrawn on or prior to the expiration of the Exchange Offer shall be subject to the
conditions set forth in Annex [ to this Agreement (the “Offer Conditions™). Except as provided
in Section 4.3(f), the Offer Conditions may not be waived by the Trustee or Grantor. Subiect to
the Offer Conditions, the Trustee shall, in accordance with the {rrevocable terms of the Exchange
Offer set forth in Annex 11 to this Agreement (the “Irrevocable Terms™), consammate the -
Exchange Offer and accept for payment at the closing of any Exchange Offer (the “Exchange
Offer Closing™) all Grantor Shares validly tendered and not withdrawn pursuant to the Exchange
Offer and promptly deliver to each tendering Grantor Shareholder the number of Trust Shares
such tendering Grantor Shareholder is entitled to pursuant to Section 4.3(c). The Exchange Offer
shatl initially be scheduled to expire at midnight, New York City time, on the 20™ Business Day
{calculated as set forth in Rule 14d-1(g)(3) under the Exchange Act) following the
commencement of the Exchange Offer; provided, however, that if on the scheduled expiration
date of the Exchange Offer or any subsequent scheduled expiration date of the Exchange Offer
(as extended in accordance with this Agreement) all conditions to the Exchange Offer shall not
have been satisfied, the Trustee shall extend the Exchange Offer for one or more periods of time
of up to 10 Business Days each as the Trustee may determine in order to permit the satisfaction
of the Offer Conditions. In no event shall the Trustee extend the Exchange Offer past the Trust
Expiration Date. Subject to the conditions of this Agreement, Grantor and the Trustee each shall
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take all necessary action to facilitate an Exchange Offer and, if not otherwise terminated as
provided herein, to cause the Exchange Offer Closing to occur promptly (and, in no event later
than three trading days following the expiration of the Exchange Offer period).

{h) Subject to Section 4.3(c) below, each tendering Grantor Shareholder shall
be entitled at the Exchange Offer Closing to a number of Trust Shares equal to the product of (x)
the number of Grantor Shares validly tendered by such Grantor Shareholder and not properly
withdrawn and accepted in the Exchange Offer and (y), the lesser of, (A) a fraction, the
numerator of which shall be the simple arithmetic average of the daily VWAP of Grantor Shares
over the Averaging Period, and the denominator of which shall be the product of (1) the simple
arithmetic average of the daily VWAP of ITC Common Stock over the Averaging Period and (2)
the difference of one (1) minus the Discount (such fraction, the “Exchange Ratio”) or (B) the
upper limit exchange ratio set forth in Annex I {the “Upper Limit™). In no event shall the
Exchange Ratio exceed the Upper Limit. Throughout the Exchange Offer period, the Trustee
shall caleulate the Exchange Ratio at the close of trading each trading day. The Trustee shall
provide a toll free number that Grantor Shareholders can use to obtain daily indicative Exchange
Ratios calculated as of the close of the preceding trading day and, after determination of the final
Exchange Ratio, the final Exchange Ratio. No later than 9:30 a.m. on the day after the
Averaging Period, Grantor will publish the final Exchange Ratio (including an announcement
whether the limit on the Exchange Ratio described above is in effect) in a press release and
Grantor and the Trustee will include such information in an amendment to the Schedule TO. In
addition to the foregoing, the Trustee will disclose in the applicable Offer Documents the dollar
amount of Trust Shares to be exchanged for each $1.00 of Grantor Shares tendered and aceepted
in the Exchange Offer based on the Discount, subject to the Upper Limit. For purposes of this
Agreement, (i) “Averaging Period” shall mean the three day period ending on and including the
second trading day preceding the expiration date of the Exchange Offer (as it may be extended
pursuant to this Agreement); (ii) “VWAP” shall mean the daily volume weighted average pricing
of the applicable stock on the New York Stock Exchange beginning at 9:30 a.m., New York City
time (or the then-official open of trading) and ending at 4:00 p.m., New York City time (or the
then-official close of trading), in each case as calculated by the Trustee and (iii) “Discount” shall
mean the percentage set forth on Annex II. All calculations of the Exchange Ratio shall be made
to four (4} decimal places.

(¢ If, upon the expiration of the Exchange Offer, Grantor Shareholders have
validly tendered more Grantor Shares than the amount of Trust Shares held by the Trust that can
be exchanged based on the Exchange Ratio (or, if applicable, the Upper Limit), the Trustee will
accept for exchange the Grantor Shares validly tendered and not withdrawn by each tendering
Grantor Shareholder on a pro rata basis (other than with respect to odd-lot tenders)., The Trustee
shall calculate a “Proration Factor,” which shall equal (i) the total number of Grantor Shares that
the Trustee is able to accept (taking into account the Exchange Ratio (or, if applicable, the Upper.
Limit} and the total number of Trust Shares) divided by (i1) the total number of Grantor Shares
validly tendered and not withdrawn (in all cases after adjustment for off-lot tenders that are not
subject to proration). Any Grantor Shareholder of less than 100 Grantor Shares who validly
tenders all of its Grantor Shares and elects not to be subject to proration shall have all of its
Grantor Shares exchanged. Each other Grantor Shareholder shall have a number of Grantor
Shares exchanged equa! to the product of (x) the number of Grantor Shares validly tendered and
not withdrawn and (y) the Proration Factor.
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(d) On the date an Exchange Offer is commenced, Grantor and Trustee shall
file with the SEC a Tender Offer Statement on Schedule TO (or, if based upon the advice of their
respective counsel, the Exchange Offer is not subject to Rule 13e-4 or Regulation 14D of the
Exchange Act, a disclosure document containing substantially the same information required in a
Schedule TO) (such document, the “Schedule TO™) with respect to the Exchange Offer, which
shall include the offer to exchange prospectus in the registration statement filed by ITC pursuant
to the Registration Rights Agreement and form of the letter of transmittal and any other
documents that Grantor and/or the Trustee reasonably determined are necessary or advisable in
connection with the Exchange Offer (collectively, together with any amendments and
supplements thereto, the “Offer Documents™). Subject to ITC’s compliance with its
requirements under the Registration Rights Agreement, the Trustee and Grantor shall cause the
Offer Documents to be disseminated to Grantor Shareholders as required by applicable U.S.
federal securities laws. Each of Grantor and ITC (if applicable under the Registration Rights
Agreement) and Trustee, to the extent explicitly provided in writing by Trustee for use in the
Offer Documents, agree to promptly correct any information provided by it for use in the Offer
Documents if it shall have become false or misleading in any material respect or as otherwise
required by applicable Law. Each of the Trustee, Grantor and ITC (if applicable under the
Registration Rights Agreement) agree to take all steps necessary to cause the Offer Documents
as so corrected to be filed with the SEC and each of the Trustee and Grantor agree to disseminate
such corrected Offer Documents to Grantor Shareholders to the extent required by applicable
Law.

(e) Subject to Section 4.1(b), prior to the end of the Exchange Offer period,
the Trustee shall have the right to terminate or delay any Exchange Offer if the Trustee believes
such termination or delay is reasonably necessary to prevent any violation of applicable Law
(including, without limitation, Rule 13e-4, Regulation 14D and Regulation 14F of the Exchange
Act) in any material respect. Prior to the end of the Exchange Offer period; Grantor shall have
the right to direct the Trustee in writing to terminate any Exchange Offer if Grantor reasonably
believes that any Offer Condition is not reasonably likely to be satisfied within a reasonable time
period.

{f) In response to any SEC comment letter or in connection with any other
communications with the staff of the SEC, the Grantor shall have the right to direct the Trustee
to modify, amend or supplement the procedures in this Section 4.3 to the extent reasonably
necessary to comply or respond to such comments or communications, or take any other action
in connection with the foregoing reasonably necessary to ensure that the Exchange Offer
complies in all material respects with applicable Law (including, without limitation, Rule 13e-4,
Regulation 14D and Regulation 14E of the Exchange Act); provided that nothing in this Section
4.3(f} shall be construed to permit the Trustee to modify, amend or waive any Irrevocable Term
or any Offer Condition (except the Grantor shall have the right to direct the Trustee to modify,
amend or remove an Offer Condition in response to any such letter or communications but only
to the extent reasonably necessary to comply with or respond to such letter or communications to
ensure that the Exchange Offer complies in all material respects with applicable law (including,
without limitation, Rule 13¢-4, Regulation 14D and Regulation 14E of the Exchange Act)).

() Subject to Section 4.1(b), in the event any Exchange Offer is delayed or
terminated by the Trustee prior to the Exchange Offer Closing pursuant to Section 4.3(e),
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Grantor may cause the Trustee to commence or re-commence an Exchange Offer; provided that
in the event of any such delay or termination, the Exchange Offer shall nevertheless be
completed prior to the Trust Expiration Date.

(h) In connection with any Exchange Offer Closing, the Trustee shall deliver
notice to I'TC setting forth (i} the number of Trust Shares 1o be transferred in connection with
such Exchange Offer and (ii) any instructions with respect to the transfer of such Trust Shares
and the Trustee shall take all action necessary to facilitate the exchange of such Trust Shares
with validly accepted Grantor Shares. ITC shall use commercially reasonable efforts to cause its
stock transfer agent to deliver, or authorize the transfer of, any Trust Shares to the Exchange
Agent in connection with any Exchange Offer Closing,

) All Grantor Shares tendered by Grantor Shareholders in any Exchange
Offer shall be delivered to the Trustee by the Exchange Agent. Promptly thereafter, the Trust
shall deliver to Grantor, without any right of offset, such Grantor 8hares and such Grantor Shares
shall be retired or used as treasury shares, as determined by Grantor. The Trustee, as trustee of
the Trust, shall have no beneficial interest in any such Grantor Shares.

1) Each tendering Grantor Shareholder who, after aggregating the number of
Trust Shares (or fractions thereof) to which such Grantor Shareholder otherwise would be
entitled to at the Exchange Offer Closing, would receive a fraction of a Trust Share in the
Exchange Offer will receive cash i lieu of fractional shares from the Exchange Agent.
Fractional Trust Shares will not be delivered in an Exchange Offer or credited to book-entry
accounts. The Exchange Agent shall, as soon as practicable after an Exchange Offer, and in
compliance with applicable federal securities laws, (i} aggregate all such fractional shares into
whole shares and sell whole shares obtained thereby in open market transactions at then
prevailing trading prices on behalf of all tendering Grantor Shareholders who would otherwise
be entitled to fractional share interests, and (ii) distribute to each such Grantor Shareholder such
Grantor Shareholder’s ratable share of the net proceeds of such sale, based upon the average
gross selling price per Trust Share after making appropriate deductions for any amount required
to be withheld for United States federal income tax purposes. Grantor shall bear the cost of
brokerage fees and transfer taxes (if any) incurred in consection with these sales of fractional
shares, which sales shali occur as soon after the Exchange Offer Closing as practicable and as
determined by the Exchange Agent. None of Grantor, ITC, the Trustee or the Exchange Agent
will guarantee any minimum sale price for the fractional Trust Shares. None of Grantor, ITC,
the Trustee or the Exchange Agent will pay any interest on proceeds from the sale of fractional
Trust Shares. The Exchange Agent shall have the sole discretion to select the broker-dealers
through which to sell the aggregated fractional Trust Shares and to determine when, how and at
what price to sell such shares. Neither the Exchange Agent nor the selected broker-dealer shall
be Affiliates of Grantor or ITC. Notwithstanding the foregoing, in no event shall any Grantor
Shareholder have any right to any cash in tiev of fractional Trust Shares if the aggregate amount
of all such cash such Grantor Shareholder is entitled to is less than $0.01 (an “Exchange Offer
De Minimis Payment™). Upon completion of any Exchange Offer, the Trustee shall promptly
donate the aggregate amount of Exchange Offer De Minimis Payments to a Qualified Charity
selected by the Trustee in its sole discretion,
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(k) Upon the completion of the Exchange Offer Closing, any Trust Shares that
are not subscribed for in the Exchange Offer must be distributed to Grantor Shareholders in a
Trust Distribution (the “Exchange Offer Distribution™). Subject to applicable Law, the Exchange
Offer Trust Distribution shall take place on the date of the Exchange Offer Closing, or as
immediately practicable thereafier (such date, the “Exchange Offer Distribution Date™) pursuant
to the provisions of Section 4.6. The Record Date for the Exchange Offer Trust Distribution
shall be the date of the Exchange Offer Closing immediately following the time at which the
vaidly tendered shares of Grantor Shares are accepted for payment in the Exchange Offer.

! If Grantor terminates any Exchange Offer pursuant to Section 4.3(e), the
Trustee shall distribute any Trust Shares held in the Trust to Grantor Shareholders in a Trust
Distribution (the “Accelerated Trust Distribution™). Subject to any applicable Law, the
Accelerated Trust Distribution shall take place on a date prior to the Trust Expiration Date as
determined by Grantor, (such date, the “Agccelerated Trust Distribution Date”) pursuant to the
provisions of Section 4.6, but subject to the provisions below. The Record Date for the
Accelerated Trust Distribution shall be the date determined by Grantor; provided that the record
date for the Accelerated Trust Distribution shall be the first Business Day that is ten (10)
calendar days prior to the Accelerated Trust Distribution Date; and provided, further, that
Grantor must provide at least ten (10) calendar days’ notice to the Trustee and ITC prior to such
record date and that such record date must be (i) on a day the NYSE is open for trading and (ii)
between twenty (20) Business Days and ten (10) calendar days prior to the Accelerated Trust
Distribution Date. The Trustee’s obligation to facilitate such Accelerated Trust Distribution
shall be subject to the delivery of an officer’s certificate from Grantor to the Trustee certifying
that, prior to the Accelerated Trust Distribution Date of such Accelerated Trust Distribution, the
following conditions have been satisfied:

(i) an information statement that materially complies with SEC Staff
Legal Bulletin #4 4.B.3.b. (an “Information Statement”) shall have been delivered by
Grantor to the Grantor Shareholders (or, if the distribution of Trust Shares in the
Accelerated Trust Distribution is required to be registered under the Securities Act, a
registration statement of I'TC has been filed and declared effective with respect to the
Trust Shares as provided for under Section 2(b) of the Registration Rights Agreement);
and

(i1) if required by the NYSE, an NYSE Additional Listing Application
shall have been approved by the NYSE.

Section 4.4  Mandatory Distribution.

(a) In the event the Trust will hold any Trust Shares at the Trust Expiration
Date, irrespective of whether the Trustee has completed an Exchange Offer, the Trustee shall, in
accordance with Section 4.6, take all necessary action to facilitate a distribution on or before the
Mandatory Distribution Date of afl of the Trust Shares held in the Trust to the Grantor
Shareholders of record as of the close of business on the Mandatory Record Date (such

distribution, a “Mandatory Distribution™).
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(b The Trustee’s obligation fo facilitate such Mandatory Distribution shall be
subject to the delivery of an officer’s certificate from Grantor to the Trustee certifying that, prior
to the Mandatory Distribution Date of such Mandatory Distribution, the following conditions
have been satisfied:

(1) an Information Statement shall have been delivered by Grantor to
the Grantor Shareholders (or, if the distribution of Trust Shares in the Mandatory
Distribution is required to be registered under the Securities Act, a registration statement
of ITC has been filed and declared effective with respect to the Trust Shares as provided
for under Section 2(b) of the Registration Rights Agreement); and

(i)  ifrequired by the NYSE, an NYSE Additional Listing Application
shall have been approved by the NYSE,

(c) The distribution date for the Mandatory Distribution shall be the Trust
Expiration Date (the “Mandatory Distribution Date™) and the record date for the Mandatory
Distribution shall be the first Business Day that is ten (10) calendar days prior to the Trust
Expiration Date (the “Mandatory Record Date™); provided, however, that the Grantor has the
sole discretion to fix an earlier record date and distribution date for the Mandatory Distribution;
provided, further, however, that Grantor must provide at least ten (10) calendar days’ notice to
the Trustee and ITC prior to such record date and that such record date must be (i) on a day the
NYSE is open for trading and (ii) between twenty (20) Business Days and ten (10) calendar days
prior to the Trust Expiration Date.

Section 4.5  Merger Event Distribution.

(a) In the event the Trust holds any Trust Shares on a date that is one day
prior to either Grantor or ITC effecting a Merger Event, irrespective of whether Grantor has
completed an Exchange Offer, the Trustee shall in accordance with Section 4.6 take all necessary
action to facilitate a distribution on the Merger Event Distribution Date of all of the Trust Shares
held by the Trust to the Grantor Shareholders of record on the Merger Event Record Date at the
direction of Grantor (such direction not to be withheld) or the Distribution Agent (such

distribution, a “Merger Event Distribution™).

(b) For so long as the Trust holds any Trust Shares (but for clarification, not
after the Trust Expiration Date), neither Grantor nor ITC may effect a Merger Event unless the
following conditions have been satisfied:

{1 if either Grantor or ITC agrees to effect a Merger Event, Grantor or
ITC, as the case may be, shall have provided notice to the other parties hereto of:
(A) entry into a definitive agreement to effectuate a Merger Event, such notice to be
provided immediately upon execution thereof (an “Initial Notice™) and (B) the anticipated
Merger Event Distribution Date, such notice to be provided (1) at least forty-five (45)
calendar days after the delivery of the Initial Notice and (2) at least forty-five (45)
calendar days prior to, and within fifty-five (55) calendar days of, such Merger Event
Distribution Date;
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(i1) an Information Statement shall have been delivered to the Grantor
Shareholders (or, if the distribution of Trust Shares in the Merger Event Distribution is
required to be registered under the Securities Act, a registration statement of ITC has
been filed and declared effective with respect to the Trust Shares as provided for under
Section 2(b) of the Registration Rights Agreement); and

(iit)  if required by the NYSE, an NYSE Subsequent Listing Application
shall have been approved by the NYSE.

(c) The distribution date for a Merger Event Distribution shall be no later than
the date that is one (1) calendar day prior to the Merger Event (a “Merger Event Distribution
Date™) and the record date for a Merger Event Distribution shall be no later than the first
Business Day that is ten (10) calendar days prior to the Merger Event {a “Merger Event Record
Date”).

Section 4.6  Distribution of Shares.

{a) As directed in writing by Grantor (such direction not to be withheld), on or
prior to a Trust Distribution Date, the Trustee shall direct ITC’s stock transfer agent to deliver, or
otherwise authorize the transfer of, all of the Trust Shares to be distributed by the Trust to the
Distribution Agent, and the Trustee shall authorize the Distribution Agent to distribute, on or as
soon as practicable following the Trust Distributior Date, such Trust Shares to the Grantor
Shareholders of record on the Record Date,

(b Each Grantor Shareholder of record on the Record Date will be entitled to
receive in a Trust Distribution a number of Trust Shares, subject to Section 4.6(c), equal to the
product of (i) the number of Trust Shares to be distributed by the Trust multiplied by (i) a
fraction, the numerator of which is the number of Grantor Shares held of record by such Grantor
Shareholder on the Record Date and the denominator of which is the number of Grantor Shares
outstanding on the Record Date.

{(c) Each Grantor Shareholder of record who, after aggregating the number of
Trust Shares (or fractions thereof) to which such Grantor Shareholder otherwise waould be _
entitled on the Record Date, would be entitled to receive a fraction of a Trust Share in the Trust
Distribution will receive cash in lieu of fractiona) shares from the Distribution Agent, Fractional
Trust Shares will not be distributed in a Trust Distribution nor credited to book-entry accounts.
The Distribution Agent shall, as soon as practicable after a Trust Distribution Date, (i) aggregate
alt such fractional shares into whole shares and sell whole shares obtained thereby in open
market transactions at then prevailing trading prices on behalf of Grantor Shareholders who
would otherwise be entitled to fractional share interests, and (1) distribute to each such record
Grantor Shareholder such Grantor Shareholder’s ratable share of the net proceeds of such sale,
based upon the average gross selling price per Trust Share after making appropriate deductions
for any amount required to be withheld for United States federal income tax purposes. Grantor
shall bear the cost of brokerage fees and transfer taxes (if any) incurred in connection with these
sales of fractional shares, which sales shall occur as soon after the Trust Distribution Date as
practicable and as determined by the Distribution Agent. None of Grantor, ITC, the Trustee or
the Distribution Agent will guarantee any minimum sale price for the fractional Trust Shares.
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None of Grantor, ITC or the Trustee will pay any interest on proceeds from the sale of fractional
Trust Shares. The Distribution Agent shall have the sole discretion to select the broker-dealers
through which to sell the aggregated fractional Trust Shares and to determine when, how and at
what price to sell such shares. Neither the Distribution Agent nor the selected broker-dealer shall
be Affiliates of Grantor or JTC. Notwithstanding the foregoing, in no event shall any Grantor
Shareholder have any right to any cash in lieu of fractional Trust Shares if the aggregate amount
of all such cash such Grantor Sharcholder is entitled to is less than $0.01 (the “Distribution De
Minimis Payment”). Upon completion of any Trust Distribution, the Trustee shall promptly
donate the aggregate amount of Distribution De Minimis Payments to a Qualified Charity
setected by the Trustee in its sole discretion.

(d) Grantor, ITC and the Trustee, as the case may be, shall provide the
Distribution Agent any information reasonably required in order to complete the Trust
Distributions on the basis specified above,

(e) Notwithstanding anything to the contrary in this Agreement, the Trustee
shall pot be required to effectuate a Trust Distribution that is in violation of applicable Law.

Section 4.7 Trustee Cooperation. In the event of an Exchange Offer or Trust
Distribution, the Trustee shall use commercially reasonable efforts to cooperate with Grantor or
ITC, as the case may be, as requested thereby, in connection with the preparation of any
registration statement (including the prospectus contained therein) or Information Statement or
any amendments or supplements thereto related to the Trust Shares or the Trustee in its capacity
as trustee of the Trust, For the avoidance of doubt, any expenses incurred by the Trustee in
connection with this Section 4.7 shall be reimbursed in accordance with Section 7.1.

Section 4.8 Right to Specific Performance. Each of the parties understands and
agrees that the agreements on each of their parts herein contained are uniquely related to the
desire of the parties and their respective Affiliates to consummate the transactions contemplated
by this Agreement and further agrees that irreparable damage would occur in the event that any
provision of this Agreement were not performed in accordance with its specific terms and further
agrees that, although monetary damages may be available for the breach of such covenants and
agreements, monetary damages would be an inadequate remedy therefor. It is accordingly
agreed that, in addition to any other remedy that may be available to it, including monetary
damages, each of the parties shall be entitled to seek an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement exclusively in the Delaware Court of Chancery and any state appellate court
therefrom within the State of Delaware (or, if the Delaware Court of Chancery declines to accept
jurisdiction over a particular matter, any state or federal court within the State of Delaware).
Each of the parties further agrees that no party to this Agreement shall be required to obtain,
furnish or post any bond or similar instrument in connection with or as a condition to obtaining
any remedy referred to in this Section 4.8 and each of the parties waives any objection to the
imposition of such relief or any right it may have to require the obtaining, furnishing or posting
of any such bond or similar instrument,

Section 4.9  Tax Reporting. The Trust is intended to be treated for federal income
tax purposes as a “grantor trust” (as described in Sections 671-677 of the Internal Revenue Code)
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with respect to the Grantor. In accordance with Section 671 of the Internal Revenue Code, the
Grantor shall include in computing its taxable income and credits all items of income,
deductions, and credits against tax of the Trust. Unless applicable law requires otherwise, the
parties to this Agreement hereby agree to treat the Trust and the Grantor in such a manner,
including for purposes of any securities filings and tax returns. If a return is required to be filed
with respect to the Trust and its assets, the Trustee shall be responsible for timely preparation
and filing of Form 1041, “U.S, Income Tax Return for Estates and Trusts,” for each taxable year
of the Trust and any required state or local tax returns, and the Trustee shall provide the Grantor
the opportunity to review the Trust returns prior to filing. The Trustee shall not be responsible
for the preparation or filing of any tax forms of any Grantor Sharcholder in connection with a
Trust Distribution or Exchange Offer.

ARTICLE V

COVENANTS AND RESTRICTIONS

Section 5.1 Tender or Exchange Offer. In no event shall the Trustee tender any of
the Trust Shares into any tender offer or exchange offer for shares of ITC common stock (other
than the Exchange Offer).

Section 5.2 Further Assurances by Grantor and ITC. In addition to and without
iimiting the actions specifically provided for elsewhere in this Agreement, each of Grantor and
ITC shall reasonably cooperate with the Trustee and use (and will cause its Affiliates to use)
commercially reasonable efforts, prior to, on and after the Closing, to take, or to cause to be
taken, all actions, and to do, or to cause to be done, all things reasonably necessary on its part
under applicable Law or contractual obligations to consummate and make effective the
transactions contemplated by this Agreement; provided, that, in no event shall ITC or Grantor or
any of their respective Affiliates be required to take any action pursuant to this Section 5.2 that
I'TC or Grantor (as applicable) reasonably believes would have any adverse consequence to
itself, its Affiliates or any of their respective equity holders.

ARTICLE VI

TERMINATION
Section 6.1  Termination.

(a) This Agreement shall terminate upon the time and date on which the Trust
no longer holds any Trust Shares. Notwithstanding the foregoing, in the event the transactions
contemplated in the Merger Agreement are abandoned or terminated or the Merger Agreement is
terminated prior to the Closing, this Agreement shall terminate without further action by any of
the parties hereto and any property held by the Trustee shall be promptly distributed as directed
by Grantor.
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(b) Prior to the Closing Date, Grantor shall have the right at any time to
terminate this Agreement in its sole discretion by written notice to the other parties hereto and
any property held by the Trustee shall be promptly distributed to Grantor.

Section 6.2 Survival. The provisions of Section 7.1, Section 7.3, Section 7.4,
Section 8.15, Section 8.16 and Section 8.17 shall survive the termination of this Agreement and
the earlier resignation or removal of the Trusice.

ARTICLE VII

CONCERNING THE TRUSTEE

Section 7.1  Compensation of Trustee. The Trustee shall be entitled to payment
from the Trust for customary fees for all services rendered by it hereunder as set forth on
Scheduie II attached hereto. Prior to the Closing, Grantor shall contribute to the Trust the
“Expense Pre-Funded Amount” set forth on Schedule I1 to cover any such fees and any loss,
liability, damage, disbursements, advances or expenses reasonably paid or incurred by it in the
adminisération of its duaties hereunder, including, but not limited to, all reasonable counsel,
advisors’ and agents’ fees and disbursements (including, without limitation, to any dealer
manager, information agent, exchange agent, or distribution agent retained in accordance with
this Agreement or the Registration Rights Agreement) and all taxes or other governmental
charges. If, after the Trust Expiration Date, any Expense Pre-Funded Amount remains, the
Trustee, in its sole discretion, will contribute such amount to Grantor or to a Qualified Charity
selected by the Trustee in its sole discretion; provided that the Trustee shall provide a final
accounting to Grantor for the Expense Pre-Funded Amount prior to distributing any remainder.

Section 7.2 Resignation of Trustee. The Trustee may resign and be discharged
from its duties hereunder at any time by giving ninety (90) calendar days’ prior written notice of
such resignation to Grantor (with a copy to ITC). Grantor with the written consent of ITC, not to
be unreasonably withheld or delayed, may remove the Trustee at any time by giving ninety (90)
calendar days” prior written notice to the Trustee. A successor Trustee shall be appointed by
Grantor with the written consent of ITC, not to be unreasonably withheld or delayed, who shall
provide written notice of such to the resigning or removed Trustee, and the resigning or removed
Trustee shall cause the Trust Shares to be transferred to the successor trustee, as trustee of the
Trust. Such successor trustee shall become the “Trustee™ hereunder upon the resignation or
removal date specified in such notice. If Grantor and I'TC are unable to agree upon a successor
trustee within ninety (90) calendar days after such notice, the Trustee may apply to a court of
competent jurisdiction for the appointment of a successor trustee or for other appropriate relief.
Upon its resignation and delivery of the Trust Shares as set forth in this Section 7.2, the Trustee
shall be discharged from any and all further obligations arising in connection with the Trust
Shares or this Agreement, other than for any material breaches of this Agreement occurring prior
Lo such resignation, removal or delivery for which the Trustee would not be entitled to
indemnification pursuant to Section 7.3.

Section 7.3 Indemnmification of Trustee. Except to the extent caused by the willful
misconduct of any Trustee Indemnified Party (as defined below), Grantor shall indemnify,
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defend and hold harmiess the Trustee and its officers, directors, employees, representatives and
agents {each, a “Trustee Indemnified Party™), from and against and reimburse the Trustee for any
and all claims, expenses, obligations, liabilities, losses, damages, injuries (to person, property, or
natural resources), penalties, stamp or other similar taxes, actions, suits, judgments, reasonable
documented costs and expenses (including reasonable documented attorney’s fees and expenses)
of whatever kind or nature regardless of their merit, demanded, asserted or claimed against the
Trustec directly or indirectly relating to, or arising from, claims against the Trustee by reason of
its participation in the transactions contemplated hereby, including all reasonable documented
costs required to be associated with claims for damages to persons or property, and reasonable
documented attorneys” and consultants’ fees and expenses and court costs. The provisions of
this Section 7.3 shall survive the termination of this Agreement or the earlier resignation or
removal of the Trustee. In no event shall the Trustee be entitled to be indemnified or reimbursed
from the assets of the Trust or, except as provided in the Registration Rights Agreement, from
ITC and its subsidiaries (including TransCo following the Effective Time).

Section 7.4 Trustee’s Duties, Responsibilities and Rights.

{a) The duties, responsibilities, obligations, rights and powers of the Trustee
shall be limited to those expressly set herein, and no duties, responsibilities, obligations or rights
or powers (including rights or powers that, absent this provision, would otherwise exist under
Title 12 of the Delaware Code or other appticable law), shall be inferred or implied against or in
favor of the Trustee. Except in the case of willful misconduct of the Trustee or any Trustee
Indemnified Party, the Trustee shall not be required to expend or risk any of its own funds or
otherwise incur any liability, financial or otherwise, in the performance of any of its duties
hereunder.

(b}  To the fullest extent permitted by Section 3303 of Title 12 of the Delaware
Code, the Trustee shall not be liable to any person for any action taken or omitted or for any loss
or injury resulting from its actions or its performance or lack of performance of its duties
hereunder in the absence of willful misconduct on its patt or any Trustee Indemnified Party,

{c) The Trustee may consult with legal counsel (internal or external) of its
own choosing as to any matter relating to this Agreement, and the Trustee shall not incur any
liability in acting in good faith in accordance with any advice from such counsel. Grantor shall
reimburse the Trustee for reasenable documented expenses of such counsel; provided, however,
that Grantor shall not be obligated to reimburse any fees or expenses in the event of any willful
misconduct of the Trustee and, provided, further, that if Grantor does not reimburse the Trustee
for such expenses, such expenses shall be payable from the Expense Pre-Funded Amount.

(D The Trustee shall not incur any liability for not performing any act or
fulfilling any duty, obligation or responsibility hereunder by reason of any occurrence beyond
the control of the Trustee (including but not limited to any act or provision of any present or
future Law or governmental authority, any act of God or war, civil unrest, local or national
disturbance or disaster or any act of terrorism).

{e) Except in the case of willful misconduct of the Trustee, the Trustee shall
be entitled to conclusively rely upon any order, judgment, certification, demand, notice,
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instrument or other writing delivered to it hereunder, including any information provided by
Grantor or ITC for inclusion in any regulatory filing or Offer Document, without being required
to determine the authenticity or the correctness of any fact stated therein or the propriety or
validity or the service thereof. Except in the case of willful misconduct of the Trustee, the
Trustee may act in conclusive reliance upon any instrument or signature believed by it to be
genuine and may assume that any person purporting to give receipt or advice to make any
statement or execute any document in connection with the provisions hereof has been duly
authorized to do so.

(H For the purposes of this Agreement, the term “willful misconduct” shall
have the meaning ascribed to that term in Section 3301 of Title 12 of the Delaware Code.

{g) In the event of any ambiguity or uncertainty hereunder or in any notice,
instruction or other communication received by the Trustee hereunder, the Trustee may, in its
sole discretion, refrain from taking any action other than to retain possession of the Trust Shares,
unless the Trustee receives written instructions, signed by Grantor, which eliminate such
ambiguity or uncertainty.

(h) The Trustee does not have any beneficial interest in the Trust Shares
transferred hereunder but is serving as trustee only and has only legal title and possession
thereof.

ARTICLE VIII

MISCELEANEOUS

Section 8.1  Entire Agreement. Except with respect to the Merger Agreement, the
Separation Agreement, the Registration Rights Agreement, and the letter agreement between
Grantor and 1TC, dated the date hereof in the case of Grantor and I'TC, this Agreement embodies
the entire agreement and understanding among the parties relating to the subject matter hereof
and thereof and shall supersede all prior negotiations, agreements and understandings of the
parties of any nature, whether oral or written, with respect to such subject matter.

Section 8.2 Governing Law. The validity, construction and administration of the
trust and this Agreement shall be governed by and construed in accordance with the laws of the
State of Delaware, without giving effect to any conflict or choice of law provision or rule
(whether of the State of Delaware or any other jurisdiction) that would cause the apptication of
the laws of any jurisdiction other than the State of Delaware..

Section 8.3 Consent to Jurisdiction. The parties and each other person bound by
this Agreement irrevocably and unconditionally agree that any legal action or proceeding with
respect to this Agreement and the rights and obligations arising hereunder, or for recognition and
enforcement of any judgment in respect of this Agreement and the rights and obligations arising
hereunder brought by another party hereto or its successors or assigns, shall be brought and
determined exclusively in the Delaware Court of Chancery and any state appellate court
therefrom within the State of Delaware (or, if the Delaware Court of Chancery declines to accept
or does not have jurisdiction over a particular matter, any state or federal court within the State
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of Delaware). Each of the parties and each other person bound by this Agreement hereby
irrevocably submits with regard to any such action or proceeding for itself and in respect of its
property, generally and unconditionally, fo the personal jurisdiction of the aforesaid courts and
agrees that it will not bring any action relating to this Agreement or any of the transactions
contemplated by this Agreement in any court other than the aforesaid courts. Each of the parties
and each other person bound by this Agreement hereby irrevocably waives, and agrees not to
assert, by way of motion, as a defense, counterclaim or otherwise, in any action or proceeding
with respect to this Agreement, {a) any claim that it is not personally subject to the jurisdiction of
the above named courts for any reason other than the failure to serve in accordance with this
Section 8.3, (b) any claim that it or its property is exempt or immune from jurisdiction of any
such court or from any legal process commenced in such courts {whether through service of
notice, attachment prior to judgment, attachment in aid of execution of judgment, execution of
judgment or otherwise) and (c) to the fullest extent permitted by applicable Law, any claim that
{i) the suit, action or proceeding in such court is brought in an inconvenient forum, (ii) the venue
of such suit, action or proceeding is improper or (iit) this Agreement, or the subject matter
hereof, may not be enforced in or by such courts.

Section 8.4  Wajver of Jwrv Trial. FACH OF THE PARTIES IRREVOCABLY
WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.

Section 8.5  Notices. All notices and other communications under this Agreement
shall be in writing in English and shall be deemed given when delivered personally, on the next
Business Day after delivery by a recognized overnight courier or when sent by facsimile, (which
facsimile copy shall be followed, in the case of notices or other communications sent to the
Trustee, by delivery of the original) when the sender receives a written fax confirmation thereof,
at the following addresses {or to such other address as a party may have specified by notice given
to the other parties pursuant to this provision):

If to Grantor, to;

Entergy Corporation

639 Loyola Avenue

New Orleans, LA 70113

Attn: Marcus Brown, Senior Vice President and General Counsel
Facsimile: (504) 576-2977

with a copy to (which shall not constitute notice):

Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C. 20005

Attn: Pankaj K. Sinha, Fsq.; Michael P. Rogan, Esq.
Facsimile: (202) 393-3760
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Ifto ITC, to:

ITC Holdings Carp.

27175 Energy Way

Novi, M1 48377

Attse: Daniel J, Oginsky, Senior Vice President and General Counsel
Facsimile: (248) 946-3562

with a copy to (which shall not constitute notice):

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2502

If to TransCo, to:

Mid South TransCo LLC

c/o I'TC Holdings Corp.

27175 Energy Way

Novi, M1 48377

Attn: Dantel J. Oginsky, Senior Vice President and General Counsel
Facsimiie: (248) 946-3562

with a copy to (which shall not constitute notice):

Simpson Thacher & Bartleit LLP
4235 Lexington Avenue

New York, NY 106017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2502

If to the Trustee, to:

The Goldman Sachs Trust Company of Delaware
601 Delaware Avenue, 2™ Floor

Wilmington, DE 19801

Facsimile: (212) 493-9045

Attn: Kathleen Kinne
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with a copy to (which shall not constitute notice):

Sullivan & Cromwell LLP
125 Broad Street

New York, NY 10004-2948
Aty Glen T. Schleyer, Esq.
Facsimile: (212} 558-3588

Section 8.6  Headings. The headings of the Sections and Articles of this Agreement
have been inserted for convenience and shatl not modify, define, limit or expand the express
provisions of this Agreement.

Section 8.7 Assignment; Successors and Assigns. Except as otherwise expressly
provided herein, this Agreement and the rights and obligations hereunder of parties hereto may
not be assigned except with the prior written consent of the other parties hereto. This Agreement
shall be binding upon and inure to the benefit of each party’s respective successors and permitted
assigns. Except as otherwise expressly provided herein, no other person shall acquire or have
any rights under or by virtue of this Agreement, This Agreement is intended to be for the sole
benefit of the parties hereto, and (subject to the provisions of this Section 8.7) their respective
successors and assigns, and none of the provisions of this Agreement are intended to be, nor shall
they be construed to be, for the benefit of any third person.

Section 8.8 Amendments. This Agreement may not be amended, supplemented or
otherwise modified without the prior written consent of the Grantor, the Trustee and ITC;
provided, however, in no event shall Section 4.2 (relating to No Transfer), Section 4.4 (relating
to Mandatory Distribution), Section 4.5 (relating to Merger Event Distribution), Section 4.6
{relating to Distribution of Shares), Section 4.8 (relating to Right to Specific Performance) and
this Section 8.§ be amended. For the avoidance of doubt, the consent of the Grantor
Shareholders (in their capacities as such or as Beneficiaries) shall not be required to amend,
supplement or otherwise modify this Agreement.

Section 8.9 Waivers. The rights and remedies conferred upon the parties hereto
shall be cumulative, and the exercise or waiver of any such right or remedy shall not preclude or
inhibit the exercise of any additional rights or remedies. The waiver of any right or remedy
hereunder shall not preclude the subsequent exercise of such right or remedy.

Section 8.10 Representations and Warranties of Grantor. Grantor, ITC, TransCo and
the Trustee each hereby represents and warrants that this Agreement has been duly authorized,
executed and delivered on its behalf and constitutes its legal, valid and binding obligation.

Section 8.11  Severability. The invalidity, illegality or unenforceability of any
provision of this Agreement shall in no way affect the validity, legality or enforceability of any
other provision; and if any provision is held to be unenforceable as a matter of law, the other
provisions shall not be affected thereby and shall remain in full force and effect.

Section 8.12  Authorized Representatives. For purposes of sending and receiving
instructions or directions hereunder, all such instructions or directions shall be, and the Trustee
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may conclusively rely upon such instructions or directions, delivered, and executed by
representatives of Grantor designated on Schedule I attached hereto and made a part hereof
which such designation shall include specimen signatures of such representatives, as such
Schedule I may be updated from time to time.

Section 8.13  Patriof Act. Grantor, TransCo and ITC hereby acknowledge that in
accordance with Section 326 of the USA Patriot Act the Trustee, like all financial institutions
and in order to help fight the funding of terrorism and money laundering, is required to obtain,
verify, and record information that identifies each person or legal entity that establishes a
relationship or opens an account with The Goldman Sachs Trust Company of Delaware.

Grantor, TransCo and ITC each agrees that it will provide the Trustee with such information as it
may reasonably request in order for the Trustee to satisfy the requirements of the USA Patriot
Act.

Section 8.14  Counterparts. This Agreement may be executed in one or more
counterparts, all of which shall be considered one and the same agreement, and shall become
cffective when one or more such counterparts have been signed by each of the parties and
delivered to the other parties. Execution of this Agreement or any other documents pursuant to
this Agreement by facsimile or other electronic copy of a signature shall be deemed to be, and
shall have the same effect as, executed by an original signature,

Section 8.15 ITC Expenses. Except to the extent of losses in respect of which ITC is
not entitled to indemnification pursuant to Section 8,16, Grantor shall reimburse ITC and its
subsidiaries (including TransCo following the Effective Time) on demand for all documented
fees or expenses reasonably paid or incurred by [TC and its subsidiaries (including TransCo
following the Effective Time) by reason of their compliance with this Agreement or participation
in or the performance of the transactions contemplated by this Agreement, including, but not
limited to, all reasonable documented outside counsel, advisors’ and agents’ fees and
disbursements and all transfer taxes or other governmental charges (and including any such
expenses and fees incurred in connection with the negotiations of this Agreement). The
obligations contained in this Section 8.15 shall survive the termination of this Agreement.

Section 8.16  Indemnification of ITC.

(a) Except (1) to the extent caused by ITC’s or its Affiliates’ (including
TransCo following the Effective Time) gross negligence or willful misconduct, or (ii) to the
extent caused by a breach of this Agreement, the Registration Rights Agreement, the Merger
Agreement or the Separation Agreement by 1TC or (following the Effective Time) TransCo, or
(ii1) except as expressly provided in the Registration Rights Agreement with respect to any
matter for which ITC has an indemnification or contribution obligation, or (iv) to the extent
limited by Section 8.16(b), Grantor shall indemnify, defend and hold harmless ITC and its
subsidiaries (including TransCo following the Effective Time) and their officers, directors,
employees, representatives and agents, from and against and reimburse ITC and its subsidiaries
(including TransCo following the Effective Time) for any and all claims, expenses, obligations,
liabilities, losses, damages, penalties, stamp or other similar transfer taxes, actions, suits,
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judgments, reasonable documented costs and expenses (including reasonable documented
outside attorney’s and consultant’s fees and expenses and court costs), demanded, asserted or
claimed by any person or entity (other than ITC and its Affiliates) against ITC or its subsidiaries
(including TransCo following the Effective Time} directly or indirectly relating to, or arising
from, claims against ITC or its subsidiaries (including TransCo following the Effective Time) by
reason of their participation in an Exchange Offer or Mandatory Distribution and any transaction
ancillary to an Exchange Offer or Mandatory Distribution pursuant to this Agreement, including
with respect to Section 2.9. The provisions of this Section 8.16 shall survive the termination of
this Agreement.

(b) Grantor shall not be liable to ITC or its Affiliates (including TransCo) for
(i) any claims, expenses, obligations, liabilities, losses, damages, penalties, actions, suits,
judgments, reasonable documented costs and expenses, demanded, asserted or claimed by any
former, current, or future shareholder of ITC (excluding, with respect to ITC Common Stock in a
Trust Distribution or an Exchange Offer, any Grantor Shareholder who becomes in a Trust
Distribution or an Exchange Offer an ITC shareholder on account of such ITC Common Stock)
arising out of, or in any way related to, this Agreement, including, without limitation, (A) any
alleged or actual breach of fiduciary duty to ITC or its shareholders by any of directors, officers,
owners, members, managers, partners, agents or employees of ITC or its Affiliates or (B)
diminution of stock price or value, and in either case of (A) or (B), excluding any claims,
expenses, obligations, liabilities, losses, damages, penalties, actions, suits, judgments, reasonable
documented costs and expenses, demanded, asserted or claimed by any former, current, or future
shareholder of ITC or Grantor arising out of, or in any way related to the Trustee’s election to
donate Dividend Proceeds to a Qualified Charity pursuant to Section 2.9(a)(ii); and (ii) any
punitive damages.

{c) Nothing in this Section 8.16 shall be construed or interpreted to otherwise
modify the allocation of liabilities and the indemnification obligations in the Separation
Agreement,

Section .17 [TC Provisions. Notwithstanding any other provision of this
Agreement or applicable provision of Law or in equity, to the fullest extent permitted by
applicable Law, ITC and its subsidiaries (including TransCo following the Effective Time) shall
have no duties or obligations to Grantor, TransCo, the Trustee, the Grantor Shareholders, any
beneficiary of the Trust or any other person bound by this Agreement, other than the obligations
expressly set forth in this Agreement, and no implied duties or obligations shali be read into this
Agreement against [TC or its subsidiaries (including TransCo following the Effective Time).
Notwithstanding any other provision of this Agreement or applicable provision of Law or in
equity, ITC and its subsidiaries (including TransCo following the Effective Time) shall not be
deemed to be acting in any fiduciary capacity hereunder and shall not be liable to the Trust,
Grantor, TransCo, the Trustee, the Grantor Shareholders, any beneficiary of the Trust, or any
other person bound by this Agreement for any act or omission of ITC or its subsidiaries
(including TransCo following the Effective Time), or for breach of this Agreement or breach of
any duty; provided, that such act or omission was not attributable in whole or in part to (i) any

27



Exhibit I-1A

gross negligence, willful misconduct or bad faith of ITC, its Affiliates or any of their respective
officers, directors, members, managers, employees or agents, or (ii) any breach by ITC or
TransCo under this Agreement, the Registration Rights Agreement or the Separation Agreement.

Section 8.18  Confidentiality. The parties hereto acknowledge that Annex IT
(Irrevocable Terms) contains sensitive, competitive information, the disclosure of which would
cause competitive harm to Grantor and ITC. As such, ITC and the Trustee agree that ITC and
the Trustee, and their respective Affiliates, shall keep Annex II and the information contained
therein confidential and, subject to the following obligations in this Section 8.18, shall not
disclose Annex II or the information contained therein to any other person, except as required by
law, rule, regulation, stock exchange rule or disclosure requirement of the SEC; provided, that
for the purposes of this Section 8,18, any such SEC disclosure requirement shall include (i) an
indication by the SEC to ITC or the Trustee that the SEC will not declare the registration
statement relating to the Exchange Offer effective without disclosure of Annex IT or the
information contained therein, or (i1} the reasonable belief by ITC or the Trustee, upon the advice
of counsel, that the SEC will not declare the registration statement relating to the Exchange Offer
effective without disclosure of Annex II or the information contained therein. In the event that
ITC or the Trustee, or any of their respective Affiliates, are legally compeiled, pursuant o a
subpoena, civil investigative demand, regulatory demand or similar process or pursuant to
applicable law to disclose Annex I or the information contained therein, each of ITC and the
Trustee agree that it shall use commercially reasonable efforts to provide Grantor with prompt
notice of such request or requirement together with the text of the proposed disclosure as far in
advance of its disclosure as is reasonably practicable, and will in good faith consult with and
consider the suggestions of Grantor concerning the nature and scope of the information 1TC or
the Trustee proposes to disclose. Grantor may seek an appropriate protective order (including
making a confidential treatment request to the SEC pursuant to Rule 406 under the Securities Act
of 1933) or other remedy, may consult with ITC or the Trustee with respect to Grantor’s taking
steps to resist or narrow the scope of such request or legal process, or may waive compliance, in
whole or in part, with the terms of this Section 8.18. ITC and the Trustee agree to reasonably
cooperate with and not unreasonably to oppose any action by Grantor to obtain a protective order
or other appropriate remedy. In the event that no such protective order or other remedy is
obtained, or that Grantor waives compliance with the terms of this Section 8.18, ITC or the
Trustee may disclose only that part of Annex II as it is advised by counsel is legally required. In
any such event, each of ITC and the Trustee shall use its commercially reasonable efforts to
ensure that Annex 11, or any information contained therein that is so disclosed, will be accorded
confidential treatment. Nothing in this Section 8.18 shall prohibit the disclosure of the Discount
or the Upper Limit in any Offer Document pursuant to an Exchange Offer. In accordance with
Section 3303(a) of Title 12 of the Delaware Code, the Trustee shall not furnish any notice or
account statement to any Grantor Shareholder, or provide any Grantor Shareholder notice of the
existence of the Trust or any information regarding the Trust or its terms or assets unless
required under applicable Law,

Section 8.19  Application of Asticle VI of the Separation Agreement to this
Agreement. This Agreement, together with any amendments, modifications, or supplements to
this Agreement, shall be deemed an Ancillary Agreement under the Separation Agreement;
provided, however, for purposes of applying Articte VI (Tax Matters) of the Separation
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Agreement, the payment of a dividend by ITC or the occurrence of a Merger Event as
contemplated by Section 2.9 and Section 4.3 of this Agreement, respectively, shall not be {reated
as “provided for” in an Ancillary Agreement.

Section 8.20 Communications. Grantor and ITC agree that neither party will initiate
any direct or indirect cormunications, meetings, nor other contacts, formal or informal, oral or
written, regarding the terms of this Agreement, and the transactions contemplated thereby, with
the Trustee after the Effective Time except: (a) in connection with the preparation, filing,
delivery, dissemination or similar action of any Offer Document (including any document,
writing, information or similar communication contained in any Offer Document); (b) in
connection with any Trust Distribution; {¢) where the failure to initiate any communications,
meetings, or other contacts could reasonably result in a violation of applicable Law by such party
or its Affiliates or each of their respective representatives and/or the Trustee; (d) if either ITC or
Grantor reasonably believes that any provision of this Agreement has been or will be breached or
not complied with, (e) as otherwise contemplated or implied by or provided for in this
Agreement or the Registration Rights Agreement or () otherwise as may be reasonably
necessary to effect any express provision or the intent of this Agreement; provided that in each
case in which communication is permissible, Grantor and ITC (as applicable) shall notify each
other in advance of such communication, shali provide copies of any such written
communication to each other and shall allow each other to participate in any meetings or other
oral communications with the Trustee. Without limiting or modifying the foregoing, if, for any
reason, the Trustee initiates communications with either the Grantor or ITC regarding the terms
of this Agreement, both parties agree that the party receiving the communications will notify the
other party of all the details of the communications, including providing copies of any written
communications, and work collaboratively to prepare any response to the Trustee, as necessary.
The provisions of this Section 8.20 shall not be enforceable by (x) any party that is in material
breach of this Agreement or the Registration Rights Agreement or (v) the Trustee.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the day and year first above written.

ENTERGY CORPORATION

By
Name;
Title:

ITC HOLDINGS CORP.

By
Name:
Title:

MID SOUTH TRANSCO LLC

By
Name:
Title:

THE GOLDMAN SACHS TRUST COMPANY OF
DELAWARE,
as Trustee

By
Name:
Title:
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Annex [

Offer Conditions

Notwithstanding any other provision of this Agreement, the Trustee shall not be required
to accept for payment or, subject to any applicable rules and regulations of the SEC, including
Rule 14e-1(c) under the Exchange Act, pay for any tendered Grantor Shares if any of the
following events shall exist on the date of the expiration of the Exchange Offer or immediately
prior to the Exchange Offer Closing:

(a)

(b)

(©)

(d)

(e)

()

(g)

there shall be any Law enacted, entered, enforced, promulgated or deemed applicable to

the Exchange Offer that prohibits or makes illegal consummation of the Exchange
Offer;

there shall be instituted any action, litigation, suit, claim or proceeding that would be
reasonably likely to enjoin, prohibit, restrain, make illegal, make materially more costly
or materially delay completion of the Exchange Offer;

ITC or Grantor shall have materially breached or failed, in any material respect, to
perform or comply with any material agreement or covenant to be performed or
complied with by it under this Agreement and the Registration Rights Agreement that
would materially impair the ability to effect and conclude the Exchange Offer at or
prior to the date of determination, and such breach or failure to perform or comply shall
not have been cured:

ITC shall not have filed, if required by the NYSE, an NYSE Supplemental Listing
Applicatton and such NYSE Supplemental Listing Application shall not have been
approved by the NYSE;

the registration statement filed by ITC with respect to the Exchange Offer shall not
have been declared effective by the SEC by 5:00 p.m. on the expiration date of the
Exchange Offer;

any stop order suspending the effectiveness of the registration statement filed by ITC
has been issued by the SEC and not withdrawn, or any proceeding for that purpose has
been initiated by the SEC and not concluded or withdrawn, and any review, if
applicable, of such registration statement by the SEC shall not have been completed or
the Trustee and Grantor shall not have been informed that such registration statement
will not be reviewed by the SEC;

the Trustee shall have been informed by Grantor or ITC that Grantor, ITC, Trustee or
any of their respective Affiliates are in possession of material, non-public information
relating to the Exchange Offer that has not been disclosed in the Offer Documents or
the registration statement relating to the Exchange Offer, as the case may be;
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(h)  there shall be any general suspension of trading in, or limitation on prices for, securities
on any national securities exchange or in the over-the-counter market in the United
States;

(1)  there shall be any extraordinary or material adverse change in U.S, financial markets
generally, including, without limitation, a decline of at least 20% in the closing level of
either the Dow Jones Industrial Average or the Standard & Poor’s 500 Index from the
ciosing level established on the date the Exchange Offer is commenced;

(3)  there shall be a declaration of & banking moratorium or any suspension-of payments in
respect of banks in the United States;

(k) there shall be a commencement of a war (whether declared or undeclared), armed
hostilities or other national or international calamity, including an act of terrorism,
directly or indirectly involving the United States, which would reasonably be expected
to affect materially and adversely, or to delay materially, the completion of the
Exchange Offer; and

(1)  if any of the situations described in (h), (i), (j) or (k) above shall exist, as of the date of
the commencement of the Exchange Offer, and the situation deteriorates materially.

The foregoing conditions shall be in addition to, and not in limitation of, the rights of the
Trustee or Grantor, as applicable, to extend, terminate and/or modify the Exchange Offer
pursuant to the terms of this Agreement and the Registration Rights Agreement.
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Schedule 1

Authorized Representatives

Name Title Specimen Signature
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Schedule II

Fee Schedule; Expense Pre-Funded Amount
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Exhibit A
IRREVOCABLE PROXY?

The undersigned, acting solely in its capacity as trustee of the Trust (as defined in the
Trust Agreement referred to below), which holds shares of common stock of ITC Holdings
Corp., a Michigan corporation (“ITC™), as of the date hereof, hereby irrevocably appoints the
Secretary of ITC, any other designee of ITC’s Board of Directors, or any other person duly
authorized by ITC to serve as proxy, as the sole and exclusive attorney-in-fact and proxies of the
undersigned, with full power of substitution and resubstitution, to vote and exercise all voting
and related rights (to the full extent that the undersigned is entitled to do so), for the term of the
Trust Agreement, with respect to all of the shares of common stock of ITC that now are or
hereafter may be owned of record by the Trust, and any and all other shares or securities of I'TC
issued or issuable, or exchanged or exchangeable, in respect thereof on or after the date hereof
(collectively, the “Shares™) in accordance with the terms of the Trust Agreement, dated as of
[ | (as the same may be amended from time to time, the “Trust Agreement”), among
Entergy Corporation, a Delaware corporation, ITC and [}, as trustee. This proxy is irrevocable
and is coupled with an interest.

The attorneys-in-fact and proxies named above, and each of them, are hereby authorized
and empowered by the undersigned to act as the undersigned’s attorney-in-fact and irrevocable
proxy, and to exercise all voting, consent and similar rights of the undersigned with respect to the
Shares (including, without limitation, the power to execute and deliver written consents), subject
to and in accordance with the terms of the Trust Agreement.

Any obligation of the undersigned hereunder shall be binding upon the successors and
assigns of the undersigned.

[¢], as trustee of the Trust

Dated: [ 1, 2010 gy: ES/ [_MM_]}
amel

Title: [ ]

“NTD: To be appropriatety conformed, as necessary, for TransCo and TransCo Common Units.
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Exhibit C

FORM OF LETTER AGREEMENT

C-1
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[Entergy Letterhead]

,201_
BY FACSIMILE AND OVERNIGHT COURIER

I'TC Holdings Corp.

27175 Energy Way

Novi, MI 48377

Attn:  Daniel J. Oginsky, Senior Vice President and General Counsel

Re: Trust Agreement — ITC Consent Rights
Dear Mr. Oginsky:

Reference is hereby made to that certain trust agreement (the “Trust Agreement”), dated
as of [ 1, 201_, by and among Entergy Corporation (“Entergy”), ITC Holdings Corp.
(*“ITTC”), Mid South TransCo LLC (“TransCo”) and The Goldman Sachs Trust Company of
Delaware (the “Trustee™). Capitalized terms used herein and not otherwise defined shall have
the meanings ascribed to them in the Trust Agreement.

Entergy hereby agrees that it shall not direct the Trustee to terminate any Exchange Offer
as provided by Section 4.3(e) of the Trust Agreement, without first obtaining I'TC’s prior written
consent, such consent not to be unreasonably withheld, conditioned or delayed. Entergy hereby
further agrees that it shall not direct the Trustee to modify, amend or supplement the procedures
in Section 4.3 of the Trust Agreement, or direct the Trustee to modify, amend or remove an Offer
Condition, each as provided by Section 4.3(f) of the Trust Agreement, without first obtaining
ITC’s prior written consent, such consent not to be unreasonably withheld, conditioned or
delayed.

b

[Signature Page Follows]
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, 201
Page 2
Please countersign this letter where indicated below to evidence your agreement to the

above. -
ENTERGY CORPORATION
By:
Name:
Title:

Acknowledged and agreed as of the date first set forth above:
ITC HOLDINGS CORP.
By:

Name:
Title:
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cc: Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2502

Skadden, Arps, Slate, Meagher & Flom LLP

1440 New York Avenue, N.W.

Washington, D.C. 20005

Attn: Michael P. Rogan, Esq.; Pankaj S. Sinha, Esq.
Facsimile: (202) 393-5760



