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t Quality Enhancement Overview

We believe the merger belween ITC and Entergy’s transmission assets ("Mid South
Operating Companies") will lead to malerial interest expense savings which will be
benelicial to Entergy's customers due lo:

» The FERC regulatory mode} has been viewed favorably by the raling agencies and fixed

Income investors historically which supports lower funding costs given:
»  Ability to realize allowed ROESs
* Reduced regulstory lag

« Formula based forward fooking rate construct with true-up mechanism results in more
predictable cash flows

¢« More conservatively-capitatized OpCos (status avo Entergy OpCos have ~50% debt-
to-cap. vs, 40% for ITC's OpCos)

+  The timing of the Mid South Operating Companies debt refinancing will likely result in

interest savings due to the current atiractive debt markels which should be lransitory

» Improved access to capifal with less pricing volalility



Rating Agency Considerations

The senior secured credit ratings of ITC's OpCos vs. stalus quo Entergy OpCos
highlight the favorable rating agency sentiment...

Senior Sensred Senloy Secured
{TC's Opto's S&P NMoody's s Opco's &P Maody's
FTC Transinission A Al Entargy Arkansas A- A3
METC A Al friergy Lovislhana A A3
T Midwast & Al Entergy Gulf States 288+ A3
Ertergy Hew Doeans 283+ Baa3d
Entergy Mississippl A Baal
Entergy Texas BBE+ Beaz |
« ...Moreover. the ratings agencies have indicaled as much in their public

commentaries:

Moody's. Aprl 20, 2042, "IITC OpCo'sl supportive ledaral reguiatory Iramework provides a robust sef of
recovety mechanisims and healthy relums resuiling in strong credit metrics. . JITC OpCo's] cred!t supportive
regulatory environment and formula-based rate making significantly drive its credit quaiity.”

S&P, January 10, 2011, upon putting ITC s ratings on positive outiook for a ratings upgrade. “The company has
been able to improve its cash How measures.. benefiting from the FERC's constructive regulation”
+  Theratings of ITC and Hs subs were all subsequently upgraded by 3&P in

{3ecember of 2011, the day of the announced Marger 4



ing Credit Quality Enhancement

The transparent cost recovery mechanism inherent in the FERC regulalory modet
is viewed favorably by debt investors. As such, we foresee the following near-
term and long-term benefits for the Mid South Operating Companies once merged
with ITC:

+ Refinanced Debt: Refinancing the Mid South Operating Companies’ debt
during a period of historically low rates offers material interest savings
relative to the existing weighted average cost of debt at Entergy’s OpCos

«  Future Debt: Improved credit quality should also lead to lower debt financing
rates for Mid South Operating Companies under ITC ownership which wilt be
heneficial in funding future rate base growth

Though we expect! the financings o take place in mid-2013 (around closing), for
analytical purposes, we have assumed a 1/1/2014 close to caplure the annual
benetits

We have quantified the long-term interest savinygs over a five-year perlod from 2014-

2018 P‘i-i‘c



 Bond Financing Cost Comparison

Corporate bond pricing in the U.S. bond market is based on two componenis:
+  Gredit Spreads; A measure of the idngyncralin risk of a particularly issuer and/or debt tranche

«  US Tronsury Yields: The market proxy for the risk-free rate whosa tenor will sorrespond with the underiying
corporale bond tenoy

« Indicative new issue credit spreads pravided by JPMorgan, our financial advisor, demonstrates the
credit quality differeniial between ITC's existing OpCos and Entergy’s existing OpCos

~ inthe current market, ITC's OpCos could issue 10-yr 81, secured bonds at ~70 basis poinis “bps”
{or 0.70%} over the 10-yr Treasury*
+ The debt costs for ITC's OpCos tange from 45 lo 65 bps lower thar £ntergy's OpCos rates in today’s market

Esthmated New lssue Credit Spreads {in bps)’
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ﬁ fatad " ew lTC Operating Companies Refinancing Rate

Upon closing the transaction, we believe the Mid South Operating Companies future debt
issuances will price comparably to that of ITC’s OpCos given the aforementioned benefits

«  In consultation with our fingncial advisors, tha Mid South Operating Companies cost of debt
estimate as of closing i hich is comprised of the following:

» A secured indicafive spread of 70 bps (indicative of 10yr credit spreads as of 2/28/12)

« A 10-yrforward U.8. Treasury estimate of 2.75% as of July 2013*

»  Comparatively, Entergy's OpCo's estimated weighted average cost of xisting debt is ~8%**

Weighted

Average
Enfity Coat of Dabi
Entergy Arkansas 5.29%
Entergy Louislana 8.14%
Entergy (3ulf States 5.80%
Entergy New Crléans 8.08%
Entergy Missisgippi 8.11%
Entergy Texas 8.73%

Average

As a result of the refitiahiting, customers will benefit from material
interest savings {3.5% vs. 6.0%) -
Nede. Indicafve ey &f éssad or curers f rprdiicar and e wﬁjﬁsma

e M
*Fiwilocts @ sl ted seeigiied asurege cosf of et in POSE proviee by Eitbrgy wirass, M. Jay Lowis




: redit Spread Differential In Context

The credit spread comparison between ITC's OpCos (70 bps) and Entergy's OpCos (115-135 bps)
provides some measure of the potential benefits of credit quality enhancement for Mid South
Operating Companies {uture debt financings under ITC ownership

»  However. the current credit spread differential may be understating the long-term bensfit

+ Infact today's market is one of the best pericds for issuers in recent memory

»  Yields for utllities have been lower less than 1% of the thine over the past 5 years
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| erlca! Credit Spread Comparison

Limited issuance activity among other factors precludes us from observing the historical credit
spraead differential between ITC's OpCos and Entergy's OpCos over a meaningful period

= Inorder o estimate the high end of the credif spread differential range between the 1TC and Entergy OpCos. we
compared the historical ylelds of the Barclays Single-A and BBB Utéity Corporale Bond indices®

Though imperfect. we believe these indices are sulleble proxies as evidenced by thelr spread differantial in the
cuttent market (74bps) which is comparable lo that of ITC's OpCos and Entergy Opcos 145-65 bps)

Duwring the cradit crisis, BBB-rated utilities issued debt at much wider levels than Single-A rated
ulilities suggesting that the spread differential could spike meaningfully in a downside scenario
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pplication to Future Debt Financings

Ins light of the uncertainty around the long-lerm credit spread differential of Mid South Operating Companies pre- and
post-closing (Le. status quo vs. under ITC ownership) we have established a range to quantify the interest savings
attribytable to future debt financings above the initial 1 2B refinancing
+ Low End of Range {(45-65 bps): Reflects the dilference between the market debt 1ates for ITC's OpCos vs.
Entergy's OpCos*
»  High End of Range (185-205 bpsh: An approximation of the 90™ percentile distribution of the credit spread
differential belween Single A and BRBE Utilities over the past five years*”

- p 1% Parcartife a2 08 M4

& 115 bps 5% Percentile 8 116 26

= . ' 0% Percentile 106 155 n

- 25% Farpenilin 17 169 55

“n 50% Percantiie 132 202 68

& 75% Percentita L 255 N i T
- 90% Percenti o 280, bRt
! 5% Percentie 359 £59 2
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Detailed Assumptions

0pCo«specHic

Entergy cost ITC cost

amounts Description of effect of debt’ of debt
= EAl - $400M s Debt for the T business » EAl - 5.29%, « ITC -
: » EGSL ~$176M would move from Entergy » EGSL - 5.80% ~3.5%.
sJOROEC-I = ELL — $238M toiTC = ELL ~6.14%, Calculation
Sigtlle= e o » EM| - $178M v Resultsin ~$12B 0/ OpCo  * EMI-6.11%, assumes
Al . +B « ENOI - $9M debt at ITC post spin- » ENOI -6.08% refinancing
AR = ETI - $198M merge, in line with 680/40 » BTI-8.73% with 10-y¢
HCTOS E/D cap structure? senor
JpL.o * Total - $1.2B * Debt at Enlergy is at higher « Average~6.0 % secured
cost vs_debt at ITC bonds?
= EAI-§152M « New deblfo be incurredto  Cost of financing future debt under
» EGSL- $114M linance the CapX ITC is 45/65 - 185/205 bps lower than
MW * ELL - $137M investments planned under Entergy
o Bver Bt across OpCos » EAl - 50-180bps
149018 = ENOI - $9M » New debt will be incurred * EGSL - 55-185bps
atal €0 a0 ETl - $254M at a lower costof debtdue  » ELL - 45-183hps
NEE 1o ITC's higher credit » EMI - 60-200bps
RO OE « Total - $0.8B ratings compared to » ENO| - 65-205bps

Entergy OpCos .

L3

ETl - 65-205bps
Average ~ 57-185/205bps

5 ioimen: Mpum! rates om slyecd 1o rorket floctuotions: mmbers cied ceflect (urreat estimotes Bumbers may ol add up dow to raunting,
Fotes Ferpondtico! purpoies rshioated delst tnloncps ond intrvest sovings refleet full yege 2004 cotr gffects

i TC

1 Wephled averggs cost of deit for Entergy In 2014 provide o b Ente gy witnes, My, fov LewR. 2. Dxclodes ~$57SM nf MidSouth Teamsco Haldng Conspory debt witich wilf

o b pesoenerd by (101 Claing. 3 Werking misumion of 10 yrdebt & comppmbife 10105 wr,?;%f‘zfmwaw debt.




Methodology

Existing T dehit post closing! - $1.2B total
+ Reiinanced in 2014 with senior secured bonds
under 80/40 E/D capital stiucture when iransaction
takes place .
« Lnder Enter :ﬁverage{—'s.ﬁ"/ﬂ in interest ates!
* Under ITC:FQ;TE % expecied”
Future debt incurred over 2014.20187 - $0.88 total
* Happens al a higher cosf of deb{ under Entergy
than under {TC
* Entetgy - ITC $pready
= Curent credit spread diﬂerenli&fiéﬁmﬁﬁb;}s“rj
~ Spigads could increase as in lale 2008 eaily
2002 when spreads between high.and low_
investment grade debt reached 185-205bps 5'

Annual savings on interest
payments — Total

i iAddRional T investment (185-205bps)
[7.3 Addional T investmant (45-85bns)
#8 initiat debtiefinancing

3 2
a7 LIy s N
34 T rm g i 12

2014 2015 2818
Nominal banafil 2014-20:18 %ﬂh

NPV®

Interest expense savings are a direct benefit to

customers through reduced rates

Degpimierer: Adad rotes s subject in veavked flovtunBans; rumbers wsed reflerd estimates as of Feboamy 23, 3042, ’ "

£ Lty tornh ol crmunved fo roenpitofize GpCos ot B8 2 Forepasted Sattive debt fovpde 3. Boved oo indienthee sprpsde o of GF X012 and 149 yeor trearury otimontes o of &6 2 =

A Sourer M ERGHstColve spreed aol pvedelie, s0 EN'S valr usod o5 auproaimation dee do g oeimity of credi? moding ’ ' l

B, Souier Boer fops, Foecioys indirs coespeised of @ity boek pbgee SI5OM, fenoes > T yenr aad vorving feveis of contrecmasd ond striower sl suboadingticn. 0o sinee &725/ 2007 ~
B0l et enfe g il i colidple WPV of Benelity gver 2014.0018 1 4

Kote: Colies paf arfiestedd fov Enflation vr ime vole of money in acmined ealedndions. Pase onse copitsd ssoenptipes ased. Aggmgete numbers shown for simpliclty « roftulstions wsed DpCe.specific

dedt nnd interest rotes



f??éstimatéd Retail Savings Range

Annual savings on interest
payments - retail customers

$M 1 J Additional T investment (185-205bps)
[7] Additional T invesiment {45-65bps)
40 . B initial debt paydown
31 B

i
20
10

0

2044 20158 2016 2017
Nominal beneflt 2014.2018 %’
NPV é

Interest cost savingys are a direct benefit to customers

through reduced rates

Bis ity Adund sstes oo Subject {0 o kel $igiundions; nomfipes ased refivct rureend sxtinertys.

Nole: Voles st adisted S diflotioes o+ g voie of menoy (v meeviood ool pintions. Bose mor copiin) mrsssptions used Aggrigule russbiers §hown S timpilcity - cabdotions ssed Op (o specific
el e interend ses Afloentian aepong retad ond wholesoie cusiomers bosed on percentoge of the mevesoe requement, 8% discount rate wxed for tatestotions,






orting Detail Retail Savings
(Low End of Range)

Customer benefits from initial refinancing
and lower cost
of future debt under ITC ~ 45 to 65bps

OpCo M4 15 ‘16 ‘17 1B Total ($M)
Nominal NPV
1418 '14-'18
EGSL 33 34 35 36 36 174 138
ELL 52 52 53 54 64 265 211
EM) 42 43 44 45 46 220 1715
ENOI 02 02 02 02 0.2 16 08
ETI 60 64 65 68 7.0 328 26.0
Total 237 244 250 257 261 1243  99.2

Hele: 87 disconnt raft o84 fn covtulnle NEVaf brag i Nednbers moy pot ade up due fa anding ‘ ' I i Ce
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:_-S':"l-*pporting Detail Retail Savings
(High End of Range)

Customer benefits from initial refinancing
and lower cost
of future debt under ITC ~ 185 to 205bps

OpCo 14 18 86 7 18 Total ($M)
Nominal NPV
‘14-*18 '14.'18

EAl 48 53 58 63 67 289 228
EGSL 38 40 42 46 48 218 170
ELL 60 51 63 66 69 319 283
EMI 49 52 58 60 83 = 280 221
ENOI 02 03 03 03 03 14 13

ETI 70 82 80 95 10.1 438 345

Total 267 28.1 31.2 333 352 155.6 1228

Note 8% stsemunt ety el to cofentry ATV of beonfits, Numbens sy nol poy sptfue T oowifiog, i 'l i C k.
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