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Announcement: Moody's affirms fTC's Baa2 unsecured rating on modestly credit positive 
announcement of acquisition of Entergy's transmission assets; other fTC subsidiaries' ratings and 
outlook unchanged 

Global Credit Research - 05 Dec: 2011 

New 'lbrk. December 05, 2011 - Moody's Jnwstors Service today affirmed lTC Holdings Corp.'s (lTC) Baa2 LflSecured rating following the 
lll"flOUI'lC8ment that rrc has reacned ao agre.nent to merge with the transmi&sion business of Entergy Corp. (Entergy: Baa3 senior 
unsec!Xed. stable outlook). The tnWISaction requires mU!j!* stale and federal reguta1ofy approiiiE and could be compiated by mid to late 
2013. 

RATIIIGS RATnNAI.E 

"The affirmation rellects ITC's efforts to grr:NIIts FER~ed transmission syslam and we observe one of lhe centrel benefits to lhe 
trariSection is the ability to unlock transmission irwustments from state regulation and place them under more credit supportive federal 
regulation. We also tiW1k the transaction IS modesUy credt pos lliYe for lTC, slowing the company to grow materially and to diversify its service 
temtory.• said Mxxly's Analyst Michel M:lss. "However, due to the runber of regulatory approvals required, w e believe there Is significant 
uncertainty about whether the transaction wit ultinalely be completed." 

lTC and Entergy announced thai ERieroy agreed to seperlb its transmission business into a nl!NI holding company named Md South Trans Co 
LLC (Md South) end merge it with lTC in an aktock transaction. ~ part of the transaction {and shortly before ciosirQ), Md South expects to 
issue aboU! $1.8 tMiion of debt, Including llbout S600 milion of LflSecured debl at 1he holding company and aboUt $1.2 blllon of first mor1gage 
debt a1 Md South's operating sub61diaries. Upon completiorl of the merget, lTC wi assume Md South's debt. In llddition, lTC pjans to issue 
$700 mlion of,_ debt at the parent end to r.wm approximately $700 million to existing shareholders anticipated to be through a special 
dividend. Upon completion of the acquisition. Entergy shareholdenl wll own slightly more than 50% of ITC's shares oU!Standlng. On a proforma 
basis, we elCp&ct rrc·; cash flow to debt to ..-age around 1$-14% and cash 1low interest coverage to average ai'Ol.Wld 3.2-3.4x, which is 
comparable a modesUy weaker than historic melrics. 

The transaction wtl require appfovais of ITC's s~. the FERC, the state regulatory commissions of Artulnsas. Louisiana, Mnissippi 
and T8lC8S and the New Orleans City Counci, in addition to Hart-Scott Rodrlo approval. 

lTC Holdings' Baa2 serior unstclnd debt Is drivsl by the rellltiYely stable and precictable cash flows provided by its operating subsidiaries, 
which are supported by a broad based FERC policy that encourages independent t-.lsmission ownership and promotes a tariff framework that 
allows time4y rec<MirY of operali1g expenses and a raun c:J and on Invested capital, The Baa2 rating is coos trained by the slgnfficanlamlllllt 
of debt incurred and maintained at lhe parent I8Y8I primarty to fund the acquisition of its operating transmission systems end by somewhat 
weak credit metrics which would not be strong enough to support its rating without the more favorable FERC regulatory fnlmoworl<. The rating 
also considers the significanl capital ~e program currently *19 undertaken at lTC Holdings' operating sl.ilsidi.aries. The ratings and 
outlook of rrc•s other rated openlting subsilial:ies are unchanged. 

Due to the high level of holding company debt, substantial capital expendihn ~. and the integration of this transaction, an upgrade 
appears unlkely over the medium-term. An u~ could occur If credit metrics improved to mid-Baa levels according to the M:lody's 
RegUaled Electric and Gas Utilities Methodology inclUding cash now to debt aboYe 15% on a sustainable basis. 

Should the tnlnsaction result in weakening of credit mlllria; bebN Baa leYI!Is, then ITC's ratiAQ caAd be downgraded. In addition, should the 
existing FERC-regulatory framework become less supportive or should lTC make..- inlleStments outside the FERC-regtjatory frame'Nori<, 
the rllling of lTC would IJ<ely be downgraded. 

The ,:rlncipal methodology used In this rating was Regula\ed Electric and Gas Utilities pubished In August 2009. Please see the Cred~ Policy 
page on·www.moodys.com for a copy of this methodology. 

REGUlATORY DISCLOSURES 

Although this credit rating has been issued In a noo-EU country which has not been recognized as endorsable at this dale, this credit rating is 
dea'ned ·eu qualified by extension" 8lld may sll be used by financial institutions for regulatory purposes unti 31 January 2012. ESMAmay 
extend the use of credit ratings for Tt!g~Jatory IMJlOSe6 in lhe European Commoolty forlhree ad<frtional months, untll30~ril2012. H ESMA 
decides thet exceplional circumstancec ne that may imply polentiat merkel disruptlon or f11811Cia1 instabiity. Further information on the EU 
endorsement status and on the M:lody's office that has issued a particular Credit Rating is availeble on www.moodys.com. 

For ramgs Issued on a program, seria& or category/class of deb!, this announcement prO\Iide£ relewnt regulatory disdo6ures in relation to 
each rating of a subsequenUy issued bond or note of the same series or category/class of debt or pursuant to a program for which the ratings 
are derived exclusively from existing ratings in accordance with Mlody's rating practicas. For ratings issued on a support provider, INs 
announcement provides relevant regulatory disclosures in relation to the rating action on the support provider and in relation to each particular 
rating action for secl.lities that denve their credit ratings from the support provider's credit ramg. For provisional ratings, this announcement 
provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be assigned 
subsequent to the final issuance of the debt. in each case where the trensection structure and terms have not changed prior to the assigmlent 
of the defmltive rating in a manner that would heve affected the rating. For further ntormation please see the ratings tab on the issuer/entity 
page for the respective issuer on www.moodys.com . 

MJody's considers the quality of infolmation available on the rated entity, oilltgation or cr1ldit satisfactory for the purposes of issuing e rating. 

M:xx!y's adopts all nece5sery measures so ttvrt the information h uses in assigning a rating is of suffaciem quality and from sources M.lody's 
considers to be reliable including, when awopriate, independent thlrO-party SOIXCes. However. Moody's is not an auditor and camot in every 



instance independently verify or lllliidate Wonnation receMid in the rating process. 

Please see Mlody's Rating SymbOls and Definitions on the Rating Process page on www.moodys.com for further information on the meaning 
of each rating category and the definition o( defalt and recovery. 

Please see ratlngs tab on the issiJef/entity page on www.moodys.com for the last rating action and the rating hisiO!y. The date on which some 
ratings were fm;t released goes baCk 1o a IiTie before Mxldy's ratings were fuly digitized and acclnle dala may not be avaiable. 
Consequently, M:>ody's prOIIides e date that It believes is the most reliable and accurate based on the infonnatlon that is available 1o K. Please 
see the ratings disclosure page on our website www.moodys.com for further informslion. 

Plea&e see www.moodys.corn for any ~ales on changes 10 the lead rating analyst and 10 the ~s legal enllly that has issued the rating. 
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C 2011 Moody's Investors Selvice, Inc. and/or its licensors and alliates (C«llective(y, "ff..ODV'S"). 1>1 rights resei'VIICI. 

CREOn' RABIGS ISSUED BY MOODY'S ~ORS SERVICE, INC. ("MMS'1 NfO ffS .AFFILUO"ES ARE . 
MOODY'S CURRBlf OPINIONS OF THE RaAT'J\IE F\1TURE CREDIT RISK Of'ENTTTES, CREDfT 
COMMITMENTS, OR DEBT OR DEBT.UKE SECURITES, NiiD CREDIT RAJlNGS AND RE.SaRCH 
PUBUCRlONS PUBLISHED BY MOODY'S rMOOOY'S PUBUCRIONSj WWINCWDE MOODY'S CURRENT 
OPINIONS Of TlfE REL.ATM: FUTURE CREDIT RISK OF ENTTTlES, CREDIT COMMITMENTS, OR DEBT OR 
DEBT~ SECURITlES. MOODY'S DEANES CR.EDIT RISK /IS THE RISK THR IIH. ENT1TY MA' NOT MEET 
ITS CONTJUICTU"- RN.tHCW.. OBUGAilONS /IS THEY COME DUE~D IHY ESTWAfED RtUINaAL. LOSS 
IN T1£ E\elT OF DEFAULT. CREDIT MTINGS DO NOT ADDRESSIHY OTHB'l RISK, INCUJDING BUT NOT 
UMrTED TO: LIQUIDITY RISK, MARKET '#UJE RISK. OR PAJCE Wl.ATIUTY. CREDIT MnNGSAND 
MOODY'S OPINIONS INCWDED IN MOODY'S PUBUCAriONS .tRE NOT STJV'EMENTS OF CURRENT OR 
HISTORI~ F.ICT. CREDIT MTINGSIHD MOODY'S PUBUCRlONS DO NOT CONSTITUTC OR PROVIlE . 
ltM:SlMENT OR ANANCW..PDVICE. Nm CREDff MTINGS~D MOODY'S PUBUCRlONS.IIRE NOT .tND 
DO NOT PR<MD£ RECOMMENIW'IONS TO PURCHASE, seL1.., OR HOLD PARTICULAR SECURmES. 
NeTHER CREDIT RA'f'I\IGS NOR MOODY'S PUBUCATJONS COMMENT ON THE SUrTJ&UTY OF JiH 
INVESTMENT FOR ANY PNmCUlAR IIM:STOR. MOODY'S ISSUES ffS CRBlfT Mr'INGSIHD PUBUSHES 
MOODY'S PUBUCR'IONS WTH THE EXPECTRlON .MD UNDERSTJINDING 1lW EACH tM:STOR Wll. 
M.II<E rTS CMN STUDY HID EVAUJATION Of EACH SECURrTY THAT IS UNDER CONS1DERAT10N ·FOR 
PURCHASE, HOLDING, OR SALE. 

PU.INFORMA.TION CONTAINED HEREI'J IS PROTECTED BY l.JlW, INCLUDNG BUT NOT LMTED TO. COPYRIGHT 
l.JlW, AND NONE OF SUCH tJFORMA.TION MA.Y BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED. 
FURTHER TRANSMTiED, TRANSFERRED, DISSEI'M'IATED, REDISTRIBUTED OR RESOLD, OR STORED FOR 
SUBSEQUENT USE FOR ANY SUCH PURPOSE. Ill WHOLE OR N PART,INANYFORMOR MA.NIER OR BY ANY 
~S WHATSOEVER. BY #4Y PERSON WITHOUT M:lODV'S PRIOR WRITTEN CONSENT. 1>1 information 
conlained herein is obtained by MOODYS from sources believed by" to be accurate and reliable. Because of the 
possiblity ot human or mechanical error as well as other factors, however. an Information contained herein is provided 
"I>S IS" without warranty of any !Qnd. M:>ODV'S adopts all necessary measures so thet the Wormation it uses in 
assigning a credit rating is of sufficient qua&ty and from sources M:xxly's considers to be reliable, ircl.Jding, when 
appropriate, independent third-party scxrces. However, M:>ODV'S is not an auditor and cannot in every instance 
independen\ly verify or vafidale information received in u-.e raling process. Under no circumelances shan M:>ODV'S have 



any lillbiily to any person or entity for (a) IlTtY loss Of damage In whole or in part caused by, restAting from, or relating to, 
any error (negligent or OChelwise) or other circumstance Of contingency within Of outside the control of M:>ODY'S or arry 
of Its directors. offiCers , employees or agents in connection with the proc!M'el'llent. collection. compiation.1111111ysls, 
interpretation, communication, pttllication Of def!VeiY of any such Information, Of (b) any direct, indirect. special, 
consequential, compellSatocy or Incidental damages whatsoever (including without imllation, lost profits), evan Jf 
M:lODY'S is advised in advance of the possibility olsuch damages, resllting from the use of or inllbiily to use, any such 
Information. The ratings, fl118rlCial reporting .,alysis, projections, and other observations, if any, cons !luting part ·of the 
information contained herein are, and must be construed solely as, slatemeots of opinion and not statements of fact or 
recommendations to purchase, sell or hold any securities. Eaeh user of the ilformation contained henlin must make its 
0Wn study and evaluation of each security It may consider purchasing, holding or selng. NO WARRANTY. EXPRESS . 
OR t.f'LIED. PS TO THE ACCLRACY, TtJELNESS, COM>LETENESS, M:RCHANTABUTY OR FIT!IESS FOR #N 
PARTICULAR PURPOSE OF Jim SUCH AATm OR OTHER OPNON OR tlFORMA.IDN IS Gfv'EN OR MADE BY 
M:lODY'S NANYFORMOR r.w.NER WHATSOEVER. 

~. a wtlolty.owned credit rating agency subsidiary of M:lody's Corporation ("M:O"), hereby discloses that most issuers 
of debt securities (inclUding corporate and municipal bonds, debenture& , notes and commercial paper) lind preferred 
stock rated by ~ ha\le, prior to assignment of any rating, aor-d to pay to t.IS for appraisal and rating services 
rendenKI by It tees ranging from $1,500 to appi'I»C¥nataly $2,500,000. t.CO ancHwts also mainlain policies and 
procedures to address the independence of MS's ratings and rating processes. hformation regarding certain aftiations 
that may exist between cirectors of ~0 and rated entities. and be._, entities who hold ratings from t.IS and have 
also PIAlfiCiy reported to the SEC an ownership interest in M::O of more than 5%. is posted annJally at 
www mocxjvs com under the heading "Shareholder Relations -Corporate ~e - Director and Shareholder 
Afliiation Policy. • 

My publication into l>tlstralia of this document is by MOODY'S alfiiate. M:lody's nvestors Service Pty Limited ABN 61 ' 
003 399 657, which holds Australian Financiai'Services License no. 336969. TI1s document is intended to be prOYided 
only to "wholesale clients' within the meaning of section 761G of the Corporations Act 2001. By continuing to acces&.this 
document from within Austral-.a, you represent·to MOODY'S that you are, or are accessing the documerrt as a' 
reprasentative of, a "wholesale clienr and thlll neither you llOf the entity you represent wUi direc11y Of indirectly 
disseminate this document or its contents to 'retau clients • within the mearting of section 761 G of the Corporations Act 
2001. 

Notwithstanding the foregoing. credit ratings assigned on and after October 1, 2010 by Mlody's Japan K.K. rMJKK") are 
MJ<K's current opinions of the relative Mure credit risk of entities, credit commitments, or clebt or debl-ike·sect.fities. n 
such a case, 'MS" in the foregoing &tatements shall be deemed to be repleced with "MJKK". MJKK is a wholy-cwned 
credit rating agency subsidiary of M:lody's Group Japan G.K., which is wholly owned by Mxx:ly's Overseas H:lldings Inc., 
a wtloly-o.vned subsidiary of MCO. 

This credit rating is art oprion as to 1he creditworthiness or a deb\ Obligation of the ISsuer, not on the equity securities of 
the issuer or any form ol security that is available to reta~ inwstors. l would be dangerous lor retail investors to make 
any investment decision based on this cred~ rating. ~ in doubt you should contact your flllilncial or other professional 
adviser. 
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Category 

Outlook 
Senior Unsecured 
International Transmission Company 
Outlooic: 
Issuer Rating 
First Mortgage Bonds 
fTC Midwest LLC 
OUtlook 
Issuer Rating 
First Mortgage Bonds 
Michigan Electric Transmission 
Company, LLC 
Outlook 
Issuer Rating 
Senior Secured 
fTC Great Plains LLC 
OUtlook 
Sr Unsee Bank Credit Facility 

Analyst 
Mitchell Moss/New YIJO( City 
William L Hess/New Yon< City 

K~y-ir.idiaiiors 

rrc Holdings Corp. 
ACTUAL.$ (f} 

Moody's 
Rating 
Stable 
Baa2 

Stable 
AJ 
A1 

Stable 
A3 
A1 

Stable 
AJ 
A1 

Stable 
Baa1 

Phone 
212.553.4478 
212.553.3837 

(CFO Pre-W/C + Interest) I Interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pre-W/C ·Dividends) I Debt 
Debt I Book Capitalization 

2011 2010 2009 2008 
3.2x 4.0x 3.3x 2.5x 
12% 17% 12% s•;. 
s-;. 15'!. 10% 6% 

62'!. 64% 66% 68% 

[1] Nl ratios are calculated in accordance with the Regulated Electric and Gas utilities Rating Methodology using 
Moody's standard adjustments 

Note: For definitions of Moody's roost common ratio terms please see the accompanying User's Guide. 



Rating Drivers 

Federal regulatory framewori< rruch rrore supportive than states 

High parent leverage i~cts farrily credit quality 

Adequate financial profile 

Credit positive acquisition expected to offer new investment opportunities 

Corporate Profile 

lTC Holdings Corp. (lTC Hddings) is a holding CX>IT'pany whose operating subsidiaries are ·&leGtric transnission 
CQ01)anies with appro>Gmately 15,100 line-rriles in the Midwest and central states. ITC's primary subsidiaries include 
tltemational Transrrission Corrpany, Michigan Electric Transrrission Corrpany U.C, lTC Midwest I.±C, and lTC 
Great Plains LLC. In Decermer 2011, lTC announced an agreement to acquire Entergy Corp.'s·transmssion assets, 
representing appro>Gmately 15,700 line-ITlles; the acquisition could close in 2013. 

SUMMARY RATING RATIONALE 

ITC's Baa2 unsecured rating reflects its supportive federal regulatory frarrework, consolidated credit metrics that are 
weak for the rating, and significant holding con~any debt. 

DETAILED RATING CONSIDERATIONS 

Federal regulatory framework provides stable and predictable cash flows with limted regulatory lag · ' 

lTC Holdings' rating is undefpinned by the credit supportive regulatofy environment and forrrula-based.rate making 
utilized by its subsidiaries. lTC Holdings' principal subsidiaries are each independent transmssion ~ni~~ 
subject to rate regulation only by the Federal Energy Regulatory Cormission (FERC). The FERC allows the 
transmssion subsidiaries favorable ROE's in the 12-14% range and a 60% equity ratio, which~ m:>derately higher 
ratios than those generally allowed for state-regulated electric utilities, along with a fonrulaic, forward-looking rate 
setting mechanism These favorable features generally allow the transrrission subsidiarie~ to r:eC9Ver their allowed 
costs and returns within a two year period. Investments and expenses have been challenged by intervenors, though 
to date, the challenges have not resulted in any rate changes or refunds. 

Entergy acquisition increases geographic diversity and offers growth opportunities 

rTC Holdings' planned acquisition of Entergy's transrrission system is a credit positive since It will ahow the company 
to expand Into Arkansas, Mississippi, Louisiana and Texas and would result in fTC Holdings rougtiy doubling its size. 
The acquisition also allows lTC Holdings significant new investment opportunities to upgrade the Entergy system 
sirrilar to its spending on its other transrrission systems when they were acquired from their n~tive utilities. We 
believe there is a risk of a delay in the acquisttion closing due to the nurmer of state regulatory bodies that rrust 
approve the acquisition along with some integration concerns including storm restoration efforts: 

High parent leverage lowers farrily credit quality 

lTC Holdings has historically issued debt at the parent to finance equity infusions at its transnission subsidiaries. As 
a result, lTC Holdings' debt to capitalization was appro>Gmately 62% while the subsidiaries' debt to capitalization was 
around 25-30% as of year-end 2011. Parent debt represented approximately 55% of consolidated·debL rrc 
Holdings has indicated it expects to continue funding the equity portion of its subsidiary capital expenditure plans 
with internal cash and debt issued at the parent and does not plan to issue public equity over the next few years. 
The significant level of debt at the parent constrains the ratings of lTC Holdings' subsidiaries and leads to the added 
notching between its rating and the ratings of its subsidiaries. 

Credit metrics modestly weak for rating 

rrc Holdings' credit metrics are moderately weaker than other holding COrfl>anies with a Baa2 rating; however, the 
stronger regulatory environment offsets this weakness. We expect cash flow pre-worklng capital changes (cash flow) 



to debt to remain above 15% and cash flow interest coverage to remain above 3.5x over the next two years. After the 
Entergy transrrission aefiuisition. closes, we expect rrc Holdings' credit mebics may weaken rroderately as debt is 
expected to be issued to finance rising capital expenditures. Cash flo.v to debt may decline about 100 basis points 
lower than current levels but still remain appropriate for the rating. 

Uquidlty 

ITC Holdings' liquidity position, driven by its subsidiary dividends, is considered adequate. In 2011 , parent-level 
interest expense was about $89 rrillion and we expect it to rise rroderately as additional parent debtis issued. ITC 
Holdings paid dividends of $70 million reflecting a payout ratio of just 40%. We expect dividends to QfrN1 with 
earnings. rTC Holdings has indicated it does not plan on issuing new equity to fund its subsidiaries' capital 
expenditure plans over the next few years and we expect rrc Holdings to regularty issue public debt at the parent 
level to finance periodic subsidiary equity infusions in a manner that maintains their existing• capital structures. 

rrc Holdings has a $200 rriUion parent only unsecured revolving credit facility e:xpiring May 2016. As of'Oecen'ber 
31, 2011, rrc Holdings had no aiTf.'>unts drawn on its revolver and $49 rrillion of cash on·hand. The facility's ,financial 
covenant lirrits debt to 75% of total capitalization. As of Decerrber 31, 2011, ITC Holdings' debt to capitalization ratio 
as defined in the agreement was approximately 68%. rrc Holdings has $267 rrillion of unsecured notes due July 
2013. 

Rating Outlook 

The stable outlook reftects our expectation that rrc Holdings' subsidiaries will continue to .operate under ihe 
supportive FERC regulatory tramewor1< and that oonsolidated credit metrics will not significantly ct~Mge. 

VVhat Could Change the Rating • Up t • ' ... .... ~ . ' . ; : - ._l ... , ' •• 

M upgrade could occur If rTC Holdings were to significantly reduce its parent level debt to· below approximately 30% 
of consolidated eebl 

What Could Change the Rating ·Down 

The ratings for rrc Holdings and its subsidiaries could be downgraded if the FERC regulatory trar:newor1< were to 
becorre less credit supportive for rTC Holdings' subsidiaries, if consolidated metrics weakened further than 
anticipated including cash flow pre-woridng capital changes to debt below 12%, or if rTC Holdings significantly 
increased the proportion of parent co~Tpany debt to consolidated debt 

lTC Holdings Corp. . .. -' . . 

!Regulated Bectric and Gas Utilities Industry [1][2) Current Moody's 
FYE 12-18 
2011 Month 

·Forward 
View As 
of April 

.20, 2012 

Factor 1: Regulatory Framework (25%) ~Measure !score 
>a) Regulatory Framewor1< />a 

Measure Scor.e 
/:Ia 

Factor 2: Ability To Recover Costs And Earn Returns (25%) 

~) .Ability To Recover Costs And Eam Retums A A 
Factor 3: Diversification (10%) 
a) Market Position (10%) Baa Baa 
Factor 4: Financial Strength, Liquidity And Key Financial 
Metrics (40%) 
a) Uquidity (10%) Baa Baa 
b ) CFO pre-WC + lnterestl lnteresl (3 Year Avg) (7.5%} 3.5x Baa 3.4x-3.7x Baa 



* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE VIEW 
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT 
INCORPORATE SIGNIFIC.ANT ACQUISITIONS OR DIVESTITURES 

14% 
11 % 
64% 

Baa 
Baa 
Ba 

A3 
Baa2 

13-16% Baa 
10-13% Baa 
60-63% Ba 

A3 
Baa2 

['\] .All ratios are calculated using Moody's Standard .Pdjustments. [2} As of 12131/11; Source: Moody's Financial 
Mebics 
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rating is of sufficient quality and from sources Moody's considers to be reliable, including, when 
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every instance independently verify or validate information received in the rating process. Under 
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ITC Holdings Outlook Revised To Posirjve 
From Stable On Expected Longer-1-enn. 
In1proved Financial !v1easures 
Pril'll8fY Cndit Analyst 
Galle Gr<>roeru NfN; Yort (1)212·4Ja.rol3: gabc_grosberg@stand~rdoin<lpoors.com 

Sec:oMory Conlact: 
Todd A Shipman. CfA. New York (11 !l2-13lJ.7576: lll<ld_lhiprnanilll$lilnda111andpoocs.com 

• \<le expect c.hut. u.S.-basec powur tnmsr.dss!on compAny !TC l!oluings corp . 
(Ho ldings) will ma~ntaill its improved .flnancla l measure over t he 
; nt:on.nediate tenu despJ.t>l it::s increasing capital ,;pending. 

~le revised the oullooi<. on ITC Holdings Co. dl'ld its .subsi diarie:e 
lnternl!ltlonal Tr:ansmL•s ion Co. (!TCT) , Michiqan l~lcctri.c Tracs:missicm Co 
(M£1'C), and TTC Mi d .. e,;t LLC (ITCM l t.o posicive [rom stabl~;. 

• We affi.rmed 11ll o t r.he lon.q-t:f!rm ~:atings, i.ncluciJ.ng ths 'BBB' corporate 
<.:redit rntinq. 
We've mal!lt:a.ined the businos:; and Finaticial. Lis>-~ profile~ on Holdings e1s 
exc:eLlent and. aqqr-cstu .. ve, respecc i v,~ 1 y. 

NEfl iORK (Standard & l?oo~' s) Jan. 10, ?.011 --St.<lJidarcl' Poor's H.aLings Ser·vic.:t.~o; 

t' ev i sed t he outlook on Holdingl'l , r'l'C'l', l'IF.TC, and 1Ta~ to pol'lit.Lvc form 9table. 
At t !l(: same t:ir.te, we af!!.::med Jill of the rat;ngs on Holding~ ,.nc it$ 
sube!.diaL·ie!l, includ!.nq r.he 'B~ll' corporate c:cedi~ r a -::inq. 

'l'hc pcsllive outlook retlec!::~ our view r:hat Lhc::c is at Jeilst" 
one- it>- three probability thnt Holdings >till =int•d.r> it:; improved canso! ldated 
cash flow me<!sures over the .i.nl.<'rmcdla tc tenn despite its i ncrCo'!S Od capi till 
speudinq program. l'he company has been able to improve ir.s cash flow measutes 
f.Jrimarily by expanding i Ls n:!te base while benefir:inq from the !"ederlll Enerqy 
Regulc:.Lory Commission's cor.stt:1lc:t:i ve rl!'!qula:c ion. A l5c, we vit!w !ioldinq~ • 
acqu.i si tion ot anotlH":!: el~ct:rlo:-:: t.rar..3lfl.i~s ion sy.scem, wl'liCtl t.;Ould. havt~ 

depressed it . .s f.inunci~J. !'1\eosure!\, ns les$ J j kc.1y ove1· th-a interoedi;n:e pe=iod, 
beclJU:!" ot hiqher compet:tion ·«ilh!n the Ellec:r·h: ~.nmsll::..ssion soeclr,,.-. 

Siqni t .icant r i sk!.i t.o r.>ur t'orecas~ in~ludP. :.he possib.iJ. it::y ~hat 
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fTC Huldi11gs Outlook Revised To l'ositive I'rmu Sr<1blc On Expected Langer· T ~"'' Improved fina.Trcial Measures 

development r.o;,tr. are m<tter ially h igher or siqni.fi can t del."lys <:o the major 
capital expcndit:ur~~ "that resu l t i.."\ a. l .ower-than-cxpe<:t:ed cash flow. 7-.n 
upgrade would be based on consist:cr.t ca.!Sh flo"'s tiwt: mccl o;;r baseline 
forecast and t!Ja~ Lhc cornpnny 1$ able to delnonst.l:ilte its COI!Ipetency o~ 
c;(pand.ing e lecl r .i c trllnsm:iss 1 o n system OtJt..s ide of its histox icaJ s ervi.cc 
terrilo ry. We coul d rcvisQ the ouLlook to stable i f cash-Oow expec1..at.ions (io 
noL mate r ialize o:- ~h.e co:upuny enlcrs in.,..o a :.ar9e a c:qui., i ti.on that weakenJ< 
.i ts cash :!low measures. 

RE!J\Tr;ll CRITERIA ANU i~F:SF'.J\RCH 

Cr iteria Methodology : Bu~incns Ri sk/ F inancial Risk Ma~rix Expanded, May 
2? ' ~009. 

• ?.OOB Corporate Cr·iteria: 1\nal yti.ca.l Metl1odology, 7>.pril 15, ;!QQ8. 

Complete Z:lltinc;s iniormation i s a·•ailab l c to Ratingsll i rect subscrib<~r~ on the 
Gleba) Credit Por t1.1l a't. .,, •. ..,.gl obclcreditport al..com and K~ting:~D1recL 
subscr:i.bP.rs at. www. rati.ng>~direct:.r..nm . .P.ll r.at1ngs affected by t:his ratir.g 
a<)ti on car: be found on Standard ' Poor ' s public 'lieb sJ.te at 
"'"'"'' . S!.:andarctandpoors. com. lise the Rati nqs searc h box ~ocated i n the left 
coJ.uma. 
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Research Update~ 

ITC Holdings Corp.'s And Subs' Rating Raised 
To 'BBB+ I On Ilnoroved Business And Financial . 
Profiles; Outlook Stable 

Overview 
• U. S. - baged cler:t:ric lr.ansmi:~eion company lTC lioldings' buslncss and 

financ ial risk profile" have improved Lo 11 level that is r:o!Miens'.lrale 
wi th the 'ilH!l~' rut ing. 

• We expect t:hat t:he F!nlcrqy transact:ion wil1 enh~nce J.TC Holdings' 
business risk pro!ile i.r. tenn.s of s i ze and geographic diversir.y. 

• We ar~ r.aisiaq Lhe corporaLe c:redit r atinq on T'l'C Holdings and it" 
subsiaiarlcs lot.2rna\.ional 'l'r.an:.miss ion Co ., Michigl'.n E:lec.:tr ,_c 
Tran:nni:1s1 on Co. , T'rC Mj.dwes :. LLC, and J.'tC CJ.'eat L'lainu t.o ' 11ll!H ' fro rn 
'BBB'. 

• The s'Ull'>l<! outl ook re!lect. s our expec-:.ation thaL FFO/<iebL ¥-ill l.'emain 
IU>c.we 10~ in the neur ler:m . Wc'11e ma.l.nLa'ined Ho ldings bus-iness l!.nd 

f i nanc ial ris~ prcf i.l e.s as excellent and aggressive, respectively. 

Rating Action 
Or. Dec.:. 5, 20J.l, St.and.ard & Poor ' s Ratinq Services raised i~:. ce>r.porat:e c:redi.t 
rating on I TC Holdings Corp. llloldin.gs l and i.ts "ub;• idian.e s Int.erna"t:iona \ 
Transmi11.sie>n Co . (J1.'C'l'l, H.\ chi gan i::lect.ri.c 1'ran.smission Co. IME:TC!, TTC 
Hi.d• .. est LLC fiTCMl. and f'I'C Greal Plains LLC (!TCGP) to '!)LIB+ ' from ' BBB ' . At 
the same t..l.mc, woe also r:a i sed the senior secured ralinqs on Vi'CT , MY.TC, and 
I TCM to ' I\' r·rom '7'. - •. We art inned their ' 1+' .recovery rating, i.ndicat:inq our 
expectation s ot tu.ll (lOOt) .cecovcry of pr lncipa .l and accrued 1r:ter.c.sL 1~ a 
paynumt default occurs . We also raised ll.oldings ' senior unsecured rating at 
llo.i.dinqs ::.o • SBR' f~·om '!!BE- '. 

1'he upgrade re!'locr.s our vie1o1 that !TC ha:; lmproved its busine:~.s and f in11nci e.l 
risk pl.'ofiles to a level that is commensur.at.e "'i th a 'B3J:H ' r a ting . The 
upgrade al~o reflects ou r expecta~ions thaL the anno unced Entorgy transact i on , 
wh ich has C!lildl l-~ntl<!nCJ.!'lQ e lcmen't.s , ,.ill ult imat:P.ly close in e =roner ti'lllr. 

prr:tH>rve:~ cred\ L quaU t:)'. Spt>c l.fic111l y , Wf; $>:poet that adjusted funds fro.'U 
operation s !FFOJ / debt to r emaill abnve 10 '1. in the near term. Furthermore, as 
~old.lngs conl.i.nu;.s t.o make capi t.ol i nves t:mcnls and grows its rate base, its 
casil flow measures "'ill grildually improve ov"r the intermediate Lerrn so Lhac 
ad)ust.cac FFO/dcbt. x·et.u.::ns t o l t; s present: 13~. Lo 1::.~; love1. 
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Research Update: lTC Holdillll$ Corp.'s And Suf1s' Ratirrg Rais.ed 'l'o 'BBR+ ' ()., lm{m)ll~ Business lind Fmandal 
Profiles; Ot~zlook Stable 

Rationale 
Th~ ra~lngs or. Holdings re!i~ct 1Ls consolida ted crcdil profile, i ncludinq i~a 
major e l ecl ric traml'lniss lon sus>sidi~r-ics: !TCT, MB'I'C, ITCM, a nd lTCGP. 1'h" 
r a::ings a lso r~flecL lloldinqu ' excellent busU\e ss ris k profile nnd its 
aggr essive !inuucial ri"k profile. 

The re~ntly a nnounc" d £nLorgy transact1on in wh~ch Holdings will ~c~uire all 
o! Entcrgy ' s t ransmi ssion assols wll l double lloldinqs' si~e, d ivers ify ~ts 
cash !low, ill\d b roaden i!:s custome: bos e. ThP.se c:cedll - e nhancffl!len t s wLl i 
irnprov f! l!old l.nqs ' excel lent business ri.sk proCile. Ho..,ever, p a rLially 
offsetting that: is ou: expectatio n tha t liolc!inqs ' cash flew measures will 
w~aken at 't."le cornplet:i.on of t h is t:~:ansac:ion . Because Hnlding11' presen t cu:~h 
flow me asuras have ~~~ro~~ct, providing l~ with some cush~on, we expccL Lha t 
the eomp any will close the acquisl.t.i..on so t.hflt E'FO/debt. remnl.ns above l 0~ on a 
pro forll\i.l basis v.nd wi ll ~ra<.iual.l y 1mprove over tb~ inLe=cdiaT.e term ~o its 
present. 131> ~o 1.5~ leveL l h e transl!lct:ion rcqulres mul tip I c requlnt:ory 
llpprov~ls and is c xpecto:d t.o clo61e i n 2013. 

The exc:e llenl bt1:~iness nslt profile t·c rlt>cts Hold i ng 11 ' lower opernting risl:. 
purE: e I eel ric: transmiss ion business and its e![ecti ve manaqemen t of requl at.oJ·y 
risk. 

ile VH!W Holdings' req u.J at:ed, elec:t.rJ.::- tr·ansmissi on busJ.ne,;s as ll relatively 
lower t:.e.chnclogical and operational risk comp,ned 'ol i \:h ot.tJer el ectric u tillty 
buslnallse& t h.at oflen i ncl.udf! the hl9he:-r l.s~ gene r:a l.iof! component:. Further 
mi-:.igat.ing l!olciing s ' business ri.~k i.s the Midwest Indep e ndent !'ransmis,.;ion 
SysLem Operator ! nc. CMISOJ, wh~ch control s t:he operation~ oi the ele ctri c 
trans llliAsion asset:s , while fle>lcll.ngs i s r esponsible for maint e nance and c~pl Lal 
Lrnprovemcn~3. MTSO also serves as the billinq a9cnt fo~ Holdings a nd 
tmpl~~ents srrict credi~ polJ.cies for all o~ i~s ~~~rs, 1ncluding collat eral 
ccquir erac:'ltS, when necessary. 

Holdings has been aole to e~fect:iv~ly manaqe iLs requlaLory risk lhrough the 
Federal Ener']y Requj a Lory Conuni.~sion' IS cons tr-uctive regul ation. lloldlngs c l!.n 
rer.ovez· it" c:ost.~ nnd rc t:urn on i nvest:.mont:s on ~ fon mrd-l coking basis, eatn a 
healthy ret:.urn en eq~ity al e nch of 1-.s cporatUl9 busine~se~. and ha s a n 
nr:t:u~<j opf!ratlng r:npit..al ,qt rocLUrti targctf!d at 60~ e qu.ir.y. 

While Hold i.ngs' c ash flow me.HIUrcs h uvt! g rach1a1l y 111\pro ved as its rate buse 
h 2..s increased, it.s agc;resslvf! t .inancial profile COt'.tin".les lc reflecl its 
stral.eqy co maintai n adjusted debt l.o total capital a t about 70\\.. for. Lho; 12 
months ended Sept . 30, 2011, ndjus tf!d ueb L to total capit:a l ~mproved to 68.5~ 
trorn 69.7~ al r.he end of .2010. In addltion, adjus~:ed consolidated rro to tota l 
d ebl dropped 1:0 1!:>.6'" fror:o 1E.4~. anC: adJUSted rlebt ~o WllTDI>. improv01d l.o ~ . 2.x 

t ram 5 -~~ aL t:.he end of /.010. 

'rle expec t Hnldings ' 5taru:l-alom~ Cl!.llh flow m<:allorcs (e·•t.n absent the Cntergy 
.. ct;•~ i~ition l tc slightly weake:. tl\Tcr tl1e inlermedia Le t e = and its 
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Reseord' Update: ITC Holdings Crlrp.'s And Srtbs' Raring Raised To 'BBil+' O n Improved Busiltes> A11d l'immcial 
Pm(il~s:; Outlook StaMt 

cU scrcU.onury cash f lo" (.o r .. nwin n.ogativ., as the compa n y inc.:rea s~:s its annua I 
<':llpltal !<pe!lding to about $700 mi.l 1 ion f r o m. its mor.o rec:en t hist<>ricaJ i\nnu.al 
,c.verl:gc of S10C million . We further oxper:r. th<>t over Lhe inte nuediat.e term, 
due lo the larg" capital l'lpending , Hr>ldl.ngs ' r:a te base will i ncrCllase by more 
than 60~ to more than ~4 ·oi.llion f r om i.t.ll c urrent $2 . 6 billion, r:esu1t:ing in <1 

25~ improvement co FFO . 

Liquidity 
We view Hcld~ng's liqu i dity as adcqu~te and recoqni~e tnaL l~ ~an more than 
cover l:.s need s for the future, even if FFO declines. \E'er mor e on liquidity, 
see "Standard & Poor's Standardize s t. iquidity Descrip tor s ~or Glnhni Corporate 
J ssue~s,• p ublished July 2, 2010 . ) 

We base our l i qui.dity assessment on the followin.g tnct.o!"s a n d llSSUinf• L\.On!l: 

• We expec~ the comi?any's J. fquidit:y sour ces (includ ing ca s h , 1:"FO, 1ond 
credit faci lit.y availabi 1 I t.y) o·n.,r Lhe nex t 1.2 mont hs to exce " d its us.,.~ 

by more tha n 1 . 3x. 
Ha~; no long-lcrm debt rnatur I tie~ conling due in 2012. 

• Even .i f FFO declines by n1ore r.han ?0~, we boti.eve ne t sourc~s would still 
bo more Lhan 1.2,.. ot cash requ i, rements. 

• '1:1\e company h a s good r c l.at i onshl.p s with lt.R banlu; , in ou r asses s ment , and 
has " good stand i ng i.n t he cred i t marke"t:s 1 havin<J s u:::ces r. t ul.iy .issul;!d 
debt durinc, the 2009 :::rAdit crisi.,. 

I n ou:r anulysis, we a ssumed l i quidlr.y o( about $1.1 billj on over the n <!:r.t 1?. 
mon t hs, prjmC!rily con!iistinq of cash, rro, AJ:id ev~i.l.o.bi i. it:y under. r.he c ::edit: 
(acilities. We estimats the company will u se nboct SBOO mi!.licn over the same 
~r~nd f.o~ ~intenancc cap~tal npcnding, debt ~~tu~Lties, workinq capital 
needs, and shareholrier Civid~nds. 

Hold ing's credit agre emcnl im:1 udes a [ lnanci a.l covena nt. requ i r i nq il 

cousolidnt:ed ratio of tot11l debl t o total c.apJLa l of no moro; t han 7~ !• . A!'! of 
Sef? l . :10, 2011, the contf><my had adequat e c.:ush i on ngainst this covenant ;,.nd 
could i nc:re<>ge i -cs total debt by mo::e than 20~ wi.Lhm:t violati ng i.t . 

Outlook 
The stable ou tlook ~efl~;cts ou r ba ~&line for .. c.a s t thu~. Vio'O/ciebt will =·erna in 
alxlv f. 10~ ~n a p ro f.orrn;; basis in the ne11 r term . Over t.he Ln r,e rmc d ia t e ter.Jt. , 
we expect tha t FI:"O/debt. to gradually imprc>vc to 1:hc 13\; to l:J~ level il fte!'" the 
Enter.gy t rans ;,ction clo,os. Sign l. ficant: risks \..o <>ul forecast include the 
o u;:comc ot the :r.ur.y r.equla Lory approva.l.s needed to cornple.t e r.ho Enr.e.rg y 
trar.sact:ion. W@ could. lower the r .. 1-:.ing i! thE: ::nr.ergy Lr.::.nsacLion c.ioseH in a 
rnonnc: that hurts credit quality so that. FFC tc• ae;,t c:i ::op!< be 1 ow l 0':> . WF- dor• ' t 

c.:ur r cnt.ly foresee another ratH!~S upgrade given I'!'C ' s li.berl!.l ul'l~ of debt 
leverage . 
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Research Update: lTC floldinx~ Gorp. 'sAnd S11bs' Rati"g Raised 'fo 'BBB• ' On Improved lh«iness And Financial 
l'ro{iles; Outlook Stable 

Rclawd Crit.cria And Research 
• Critar.ia Methodol oqy: Bus1ness Ri~k/Financial Risk Matrix Expanded, M~y 

2"1, 2009. 

• /.OOB Corporate Criteria: nnglytical Methodoiogy, April 1~, 2008. 

Ratings Li!>'1 
Rat..i.nqe Ra .: sed 

!TC Ho1 dlnq3 Corp. 
1>1 1 chigan E.J.cctt•ic Trans11lission Co. 
lnc.erna\:.ionnl Transmi ssion Co. 
l'J'C Midwest : .I.C 
!TC Grca:: Plains LLC 
Cocp. Credj t Ra-r.ing 

Rati ngs hftirmed 

!'l'C flo l.di nqs Corp. 
Senior Un~ecured 

ITC M.i dwest Li.C 
Sen.i.or Soc·ured. 

Recovery 1\'l-::ing 

lnLcrnntional Tra nsmission Co. 
Senior Secured 

Rec:ov c::-y Ra:oinq 

M.i chJ.g.:m i':le ctrl c :trl.lnsmissiun Co. 
Senior ScciJred 

Recovery !l!!!ting 

To 

BBJH/St:able/ - -

BBB 

;, 

lt 

A 
1+ 

A 
1+ 

F't"Olll 

BBB/ Posi ti vel--

.386-

n­
l + 
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Compl et:fl ratinqs i.nfo:-ma Lion is sv,i.Jab le to subsr.r i ber:o of Katinq~D; rect. on 
t be Global Credit l'on:al aL www.globalcred.i t por.tal.colu. All raLlnq~; affected 
by t his rat .. ir~.g ac7.ion ca:-1 be :ound on Standard & ?oor ~ s public Web si t:c at: 
www.s tamiardaP.d poors.com. ll:se t.ho; Ralln~s search bo~ located in the left 
colt:m.rJ. 
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Senior Unsecured 
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~~ii~a)cators 

lTC Midwest LLC 
ACTUALS [1] 

Moody's Rating 
Stable 

/J-:3 
A1 

Stable 
Baa2 

Phone 
212.553.4478 
212.553.3837 

(CFO Pre-W/C + nterest) / Interest Expense 
(CFO Pre-W/C) I Debt 
{CFO Pre-W/C- Dividends} I Debt 
Debt I Book Capitalization 

2011 2010 2009 2008 
7.4x 8.7x 5.6x 2.9x 
33% 44% 27% !r..4 
14% 29% 17% 1% 
29"/o 28% ZT•..4 28% 

[1] All ratios are calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using 
Moody's standard adjustments 

Note: For definitions of Moody's most corrmon ratio terms please see the BCCOf7lJ811ying User's Guide. 

Op ini on 

Rating Drivers 

Federal regulatory frarrework rruch more supportive than states 

Strong financial profile 

Significant capital expenditure plan 

Highly levered parent increases credit risk of transrrission subsidiaries 

Corporate Profile 



lTC Midwest LLC (lTC Midwest) operates a high-voltage electric transrrission system in Iowa and in portions of 
Minnesota, Mlinois and Missouri primarily within the service terrltory of ilterstate Power & Light (JPL: A3 senior 
unsecured). lTC Midwest is a subsidiary of lTC Holdings Corp (lTC Holdings: Baa2 senior unsecured) which also 
owns several other electric transrrission utilities. 

SUMMARY RATING RATIONALE 

In terrrs of stand~alone credit quality. lTC Midwest's supportive federal regulatory trarrework provides a robust set of 
recovery rrechanisms and healthy returns resulting in strong credit metrics. However, lTC Holdings' significant 
holding COfTllany leverage increases lTC Midwesfs credit risk which constrains the rating at K3. 

DETAILED RATING CONSIDERATIONS 

Federal regulatory frarrewoti< provides stable and predictable cash flows with lirrited regulatory lag 

lTC Midwest's credit supportive regulatory environment and formula-based rate making significantly drive its credit 
quality. f>.s an independent transrrission corrpany, lTC Midwest's rates are regulated only by the FERC. The FERC 
alla.NS lTC Midwest to set rates based on a 12.38% ROE and 60% equity ratio, whiCh ar.e rroderately .higher ratios 
than those generally allowed for stat~gulated electric utilities. lTC Midwest's rates are established: using a 
form.Jiaic, forwarcHooking rate setting mechanism kllOINI'l as Attachment 0 , which is recalculated annually allowing 
for the recovery of actual expenses and a return on invested capital. This differs from state regulations that can have 
prolonged, contested rate case proceedings. The formula also adjusts for changes in network load, as a result of 
weather or other factors i~cting demand, including econorric conditions. These features .are intended te enstxe 
that the corll)any recovers its allowed costs and returns within a two year period. 

Credit metrics strong for rating 

lTC Midwest's credit metrics continue to be stronger than other electric utilities with an A3 IsSuer Rating. We e.xpect 
cash flow pre-working capital changes (cash flow) to debt to remain above 30% and cash ftow interest coverage to 
remain above 6.2x going forward; however, credit rretrics vary modestly year~t~year due to recoveries for 
Attachment 0 revenue true-ups. 

Capital expenditures and operating costs_ have been challenged 

Capltal expenditures at lTC Holdings' subsidiaries have created modest rate pressure for customers as rates are 
adjusted annually for increased spending. Although the FERC has allowed recovery of lTC Midwest's invested 
capital, the amount of actual capital and operating expenditures is still slllbject to challefjge by interested parties via 
a Section 206 CofTl)laint filing at the FERC. If the Cofl'lllaint succeeds, the FERC can make prospective adjUstments 
to rates or can disallow lTC Midwesrs indusion of certain corflX>nents in the rate setting formula. This could result 
in lowered rates or refunds. 

A February 2012 FERC auclit related to lTC Midwest's acquisition of its transrrisslon system de'termiled that 'lTC 
Midwest ifTllroperly passed $18 rrillion of the tax effect of goodwill through its formula rate in 2009 and 201 0 and 
that this was Inconsistent with ITC's corrmitment to not seek recovery of any acquisition premium in rates. lTC has 
agreed to chanll)e its acco1.:1nting practices and Iowa regulators have also requested that FERC order lTC Midwest to 
make refunds to customers. The final outcon'e or tilling of this matter is still uncertain. While the dollar value of the 
audit refund is not considered a significant credit concern, further rate reviews that result in more significant refunds 
or changes in returns and recoveries could negatively irrpact lTC Midwest's rating. 

Highly levered parent increases subsidiary credit risk 

lTC Midwesfs rating is constrained by the high consolidated leverage of the lTC Holdings corporate family. lTC 
Holdings issues debt at the parent to financeperiodic equity infusions at its transmission subsidiaries which have a 
much higher equity ratio. f>.s of Deceni>er 31, 2011 , parent level debt represented approximately 55% of lTC 
Holdings' consolidated debt. 

Liquidity 

lTC Midwest's liquidity position, driven by its stable cash flows, adequately supports Its capital expenditures and 
dividends. In 2012, we e~ect lTC Midwest's capital expenditures to be approximately $300 rrillion, dedining to 
about $200 llillion annually over the medium-term. Capital expenditures and dividends are generally projected to 



exceed cash from operations and we expect these cash shortfaUs will be funded with equity investments from rTC 
Holdings and proceeds from short and long-term debt financing, in a manner that maintains rrc Midwest's 60% 
regulated equity ratio. 

rTC Midwest has two unsecured revolving credit facilities: $41 mllion expiring January 2013 and $75 rrillion elCpiring 
February 2013. As of Decermer 31 , 2011 , rTC Midwest had approximately $92 million drav.in on its revolvers and $2 · 
rrilion of cash on hand. The facility's financial covenant lirrits debt to 65% of total capitalization. As of Decerrber 31, 
2011 , ITC Midwest's debt to capitalization ratio as defined in the agreement was approximately 31%. ITC Midwest 
has indicated it is in the process of entering a new rn.dti-year credit faclity with its bank syndicate. 

The liquidity methodology COfll'Onent is currently lowered to Ba (see grid below) due to.the expiring credit facilities 
withtn twelve rronths though we would expect the C0fl1>0nent score to i~rove once the new taCiiity becomes 
available. 

Rating Outlook 

rrc Midwest's stable outlook reflects our expectation for a oontinued supportive FERC regulatory framework and 
a-edit metrics remaining strong for its rating. 

What Could Change the Rating - Up 

M upgrade is unlikely unless rrc Holdings significantly reduces its holding COfll'Bny debt.and its Baa2 unsecured 
rating is upgraded. 

What Could Change the Rating - Down 

The rating could be downgraded If ITC Midwest does not finalize its credit agreement well in ad~anee of the existing 
facility expirations. In addition, a downgrade would occur if the FERC regulatory frameworK were to become less 
credit supportive including changes to the Attachment 0 rate-setting mechanism and increased lag in investment · 
recovery. n addition, should rrc Holdings significantly increase the level of parent CO!lll8ny debt, we would expect 
rating downgrades for ITC Midwest and ITC Holdings' other transrrission subsidiaries. • .,, · ·· 

lTC Midwest LLC 

Regulated Electric and Gas Utilities Industry [1)[2] Current Moody's 
FYE 12-18 
2011 Month 

Forward . ·-
View As 
of April 
20,2012 

Factor 1: Regulatory Framework (25%) Measure Score Measure Score 
a} Regulatory Frameworl<. f-a . Aa 
Factor 2 : Ability To Recover Costs And Earn Returns (25%) 
~} Ability To Recover Costs .And Eam Returns A A 
Factor 3: Diversification {10•Io) 
a) Market Position (10%) Baa Baa· 
Factor 4: Financial Strength, Liquidity And Key Financial 
Metrics (40%) 
a) Uquidity (10%) Ba Ba 
b) CFO pre-WC + lnteresV Interest (3 Year Avg) (7.5%) 7.2x Ac 6.0x-7.0x Ac 
c) CFO pre-WC I Debt {3 Year Avg) (7.5%) 35% Ac 28-33% A 
~) CFO pre-WC ~Dividends 1 Debt (3 Year Avg) (7.5%) 20% A 13-15% Baa 
le) Debt/Capitalization (3 Year Avg) (7.5%) 28% f-a 28-31% f-a 
Rating: 1 



~) Indicated Rating from Grid 
b} Actual Rating Assigned 

• THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE VIEW 
OF THE ISSUER; AND UNLESS NOT ED IN THE TEXT DOES NOT 
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES 

A1 
P3 

[1] All ratios are calculated using Moody's Standard Adjustmmts. [2] As of 12/31/11; Source: Moody's Financial 
Metrics 
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accurate and reliable. Because of the possibility of human or mechanical error as well as other 
factors, however, all information contained herein is provided "/lS IS" without warranty of any kind. 
MOODY'S adopts all necessary measures so that the infonmtion it uses in assigning a credit 
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. Under 
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rating. If in doubt you should contact your financial or other professional adviser. 
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Analyst 
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Moody's Rating 
Stable 

A3 
A1 

Stable 
Baa2 

Phone 
212.553.4478 
212.553.3837 

International Transmission Company 
ACTUALS [1] 
(CFO Pre-W/C + Interest) / Interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pr~W/C ~Dividends) I Debt 
Debt I Book Capitalization 

2011 2010 2009 2008 
7.7x 9.0x 8.0x 7.7x 
37% 43% 37"/o 35% 
1% 13% 12% :25-/o 

31% 32'.4 . a2% 33% 

[1) ~I rati0S are calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using 
Moody's standard adjusbrents 

Note: For definitions of Moody's most coornon ratio terms please see the accompanying User's Guide. 

Opinion 

Rating Drivers 

Federal regulatory framework rruch more supportive than states 

Strong financial profile 

Significant capital expenditure plan 

Highly levered parent increases credit risk of transrrission subsidiaries 

Corporate Profile 



lntematlonal Transrrission Corrpany (lTCTransrrission) operates a high-voltage electric transmission system 
primarily located within Detroit Edison Colll>Ciny's (Baa1 senior unsecured} service territory. lTCTransmission is 
regulated by the Federal Energy Regulatory CC!flTAssion (FERC). lTCTransrrission is a subsidiary of lTC Holdings 
Corp (lTC Holdings: Baa2 senior unsecured} which also owns several other electric transrrission utilities. 

SUMMARY RATING RATIONALE 

In terms of stand-alone credit quality, lTCTransrrission's supportive federal regulatory fraiTIBWOfk provides a robust 
set of recovery mechanisms and healthy returns resulting in strong credit metrics. HCNJever, lTC Holdings' significant 
holding COill>BnY leverage increases lTCTransmission's credit risk which constrains the ratingat 1>3. 

DETAILED RATING CONSIDERATIONS 

Federal regulatory framewOI'I< provides stable and predictable cash flows with lirrited regulatory lag 

ITCTransmission's credit supportive regulatory environment and formula-based rate making significantly drive its 
credit quality. As an independent transmission corrpany, ITCTransmission's rates are regulated only by the FERC. 
The FERC allows lTCTransnission to set rates based on a 13.88% ROE and 60% equity ratio, which. are higher 
ratios than those generally allowed for state-regiJated electric utilities. ITCTransmission's rates are established. 
using a fomulaic, forward-4ooking rate setting rrecharism known as Attachment 0. which is recalculated annually 
allowing for the recovery of actual expenses and a return on invested capital. This differs from state regulations that 
can have prolonged, contested rate case proceedings. The formula also adjusts for changes in network load, as a 
result of weather or other factors irrpacting demand, induding econorric conditions. These features are intended to 
ensure that the co~any recovers its allowed costs and returns within a two year period: · 

Credit metrics strong for rating 

lTCTransmissioo's credit metrics continue to be stronger than other electric utilities with an '/l3 Issuer: Rating though 
they may weaken a bit going forward as we expect increased debt issuance to finance rising capital elCJ)enditures. 
We expect cash flow pre-wor1<ing capital changes (cash flow) to debt to remain above 34% and cash flow interest 
coverage to remain above 6.6x going forward: however, credit metrics may vary ll"''desUy year-to-year due to 
recoveries for Attachment 0 revenue tfue...ups. . , . - - • . 

'' ,, '\: 

Capital expenditures and operating costs co!Jd be challenged 
-

Capital expenditures at rrc Holdings' subsidiaries have created rrodest rate pressure for.cust01Tl8rs as rates are 
adjusted annually for increased spending . .AJthough the FERC has allowed recovery ef ITCTransrrission's invested 
capital, the arrount of actual capital and operating expenditures is still subject to challenge by intereSted parties via 
a Section 206 Corrptaint filing at the FERC. If the COfllllaint succeeds, the FERC can make prospective adjustments 
to rates or can disallow lTCTransmission's indusion of certain COfll)OOents in the rate setting formia. This could . 
result in lowered rates or refunds. 

' ·.~·· 

Highly levered parent increases subsidiary credit risk 

ITCTransrtission's rating is constrained by the high consolidated leverage of the lTC Holdil')gs~te farrily. ITC 
Holdings issues debt at the parent to finance periodic equity infusions at its transnission subsidiaries which have a 
much higher equity ratio. As of Decerrber 31, 2011, parent level debt represented approximately 55% of ITC 
Holdings' consolidated debt. 

Uquidlty 

lTCTransmission's liquidity position, driven by its stable cash flows, adequately supports its capital expenditures and 
dividends. ln 2012 and over the next few years, we expect ITCTransmission's capital expenditures to be 
approximately $210 million annually which is about twice the level of the 2011 expenditures. Capital elq)E!nditures 
and dividends are generally projected to exceed cash from operations and we expect these cash shortfalls will be 
funded with equity investrrents from lTC Holdings and proceeds from short and long-term debt financing, in a 
manner that maintains lTCTransrrission's 60% regulated equity ratio. 

ITCTransrrission has a $100 rrillion unsecured revolving expiring in May 2016. As of Decerrber 31, 2011 . 
fTCTransnission had approximately $18 million drawn on Its revolver and minimal cash on hand. The fadlity's 
financial covenant lirrits debt to 65% of total capitalization. As of Decerrber 31, 2011 , rr CT ransmission's debt to 



capitalization ratio as defined in the. agreement was approlCimately 35%. The corrpany has $185 mllion of first 
rrortgage bonds maturing July 2013. 

Rating Outlook 

ITCTransrrission's stable outlook reflects our expectation for a continued supportive FERCregulatory framework 
and credit metrics remaining strong for its rating. 

What Could Change the Rating • Up 

lVI upgrade is unlikely unless rrc Holdings significantly reduces its holding company debt and its Baa2 unsecured 
rating is upgraded. ' · · · ' · . ' 

What Could Change the Rating • Down 

The rating would be downgraded if the FERC regulatory trarrework were to become less credit supportive including 
changes to the Attachment 0 rate-setting mechanism resulting in increased lag in investment recovery. In addition, 
should rrc Holdings significantly increase the level of parent COJlllany debt. we would expect rating downgrades for 
ITCTransmssion and rrc Holdings' other transmssion subsidiaries. 

Rating: Factors 

International Transmission Company 

Regulated Electric and Gas Utilities Industry [1)[2) 

Factor 1: Regulatory Framework (25%) 
a ) R~ulatory Framework 
Factor 2: Ability To Recover Costs And Earn Returns (2se!.) 
a) Ability To Recover Costs kid Eam Returns 
Factor 3: Diversification (10%} 
Ia) Market Position ( 1 0%) 
Factor 4: Financial Strength, Uquidity And Key Financial 
Metrics {40°!.) 
ja) Uquidity (100/o) 
b) CFO pre-WC + Interest/Interest (3 Year Avg) (7.5%) 
c) CFO pre-WC I Debt (3 Year Avg) (7 .5%) 
d) CFO pre-WC - Dividends I Debt (3 Year Avg) (7.5%) 
e) DebUCapitalization (3 Year Avg) (7.5%) 
Rating: 
a) Indicated Rating from Grid 
Ill Actual RatinQ Assigned 

• THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE VIEW 
OF THE ISSUER; AND UNLESS NOTED IN THE TEXr DOES NOT 
INCORPORATE SIGNIFICANT ACQUISITIONS OR DIVESTITURES 

Current 
FYE 
2.011 

Measure Score 
/:Ia 

A 

Baa 

A 
8.2x Aaa 
39% /:Ia 
9% Ba 
31% /:Ia 

A1 
K3 

.. 

Moody's 
. 12•18 
Month 

Forward 
VIew A~ 
of April 
20,2012 
Measure Score 

Aa 

' .'.· A 
' 

Baa 
. . . 

Ba 
· 7x-8x /:Ia 
J4.;37% /:Ia 
'17-22% A 
30~32% f:.a 

A1 
K3 

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12131/11; Source: Moody's Financial 
Metrics 
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Moody's Rating 
Stable 

A3 
A1 

Stable 
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Phone 
212.553.4478 
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Michigan Electric Transmission Company, LLC 

ACTUALS [1] 
(CFO Pre-W/C + Interest) / Interest Expense 
{CFO Pre-W/C) I Debt 
(CFO Pre-W/C ·Dividends) I Debt 
Debt I Book Capitalization 

2011 
7.6x 
39% 
7% 

23% 

2010 '2009 -2008 
B.Bx 9.4x 8.0x 
46% 45"/o 31°/o 
26% 23% 22•t. 
22"/o 22% 22% 

[1] All ratios are calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using 
Moody's standard adjustments 

Note: For definitions of Moody's roost oonrnon ratio terms please see the accompanying User's Guide. 

Rating Drivers 

Federal regulatory framework rruch rrore supportive than states 

Strong financial profile 

Significant capital expenditure plan 

Highly levered parent increases credit risk of transmission subsidiaries 

Corporate Profile 



Michigan Electric Transrrission Corrpany, LLC (METC) operates a high-voltage electric transrrission system in 
approxirmtely two-thirds of Michigan's Lower Peninsula, primarily within Consumers Energy Corrpany's (A3 senior 
secured) service territory. METC is a subsidiary of rrc Holdings Corp (ITC Holdings: Baa2 senior unsecured) which 
also owns several other electric transrrission utilities. 

SUMMARY RATING RATIONALE 

In terms of stand-alone credit quality, METC's supportive federal regulatory framework provides a robust set of 
recovery mechanisms and healthy returns resulting in strong credit metrics. However, ITC Holdings' significant 
holding ~ny leverage increases METC's credit risk which constrains the rating at />3. 

DETAILED RATING CONSIDERATIONS 

Federal regulatory framework provides stable and predictable cash flows with limted regulatory lag 

METC's credit supportive regulatory environment and fonrul;rbased rate rmking signlficanUy drive its credit quality. 
As an independent transrrission COI'lllany, METC's rates are regulated only by the FERC. The .FERC allows METC 
to set rates based on a 13.38% ROE and 60% equity ratio, which are higher ratios than·those generally allowed for 
state-regulated electric utilities. METC's rates are established using a forrrulaic, forward-looking r.ate. setting 
mechanism known as Attachment 0 , which is recalculated annually allowing for the recovery of actual expenses and 
a retum on invested capital. This differs from state regulations that can have prolonged,.contested rate case 
proceedings. The forrrula also adjusts for changes in network load, as a result of weather or other factors irrpacting 
demand, including econorric conditions. These features are intended to ensure that the corwany recovers its 
allowed costs and retums within a two year period. 

Credit metrics strong for rating 

METC's credit metrics continue to be stronger than other electric utilities with an A3 Issuer Rating though they rmy 
weaken a bit going forwarrl as debt increases to finance planned capital expenditures. We expect cash flow pre­
working capital changes (cash flow) to debt to remain above 33% and cash flow interest coverage to remain above 
6.6x going forward; however, credit metrics may vary rrodestly year-to-year due to recoveries for Attachment 0 
revenue true-ups. · . · · · - · 

Capital expenditures and operating costs could be challenged 

Capital expenditures at rrc Holdings' subsidiaries have c:rsated rrodest rate pressure for customers a5 rates are 
adjusted annually for increased spending. Although the FERC has allowed recovery of METC's invested capital, the 
arrount of actual capital and operating expenditures is still subject to challenge by interested parties via a Section 
206 CoJll)laint filing at the FERC. If the COI'Jl)laint succeeds. the FERC can make prospective adjustments to rates 
or can disaliow METC's inclusion of certain components in the rate setting form.Jia. This.could result in lowered 
rates or refunds. 

Highly levered parent in<::reases subsidiary credit risk 

METC's rating is constrained by the high consolidated leverage of the rrc Holdings corporate .farrily. ITC Holdings 
issues debt at the parent to finance periodic equity infusions at its transrrission subsidiaries which have a m.Jch 
higher equity ratio. As of Decerrber 31 . 2011, parent level debt represented approxirmtely 55% of rrc Holdings' 
ccnsolidated debt. 

Uquidlty 

METC's liquidity position, driven by its stable cash flows, adequately supports its capital expenditures and dividends. 
In 2012, we expect METC's capital expenditures to be approximately $180 rrillion, rroderately above its 2011 capital 
expenditure level. Capital expenditures are likely to vary significantly year-to-year as new projects develop but are 
currently expected to decline about $40 million annually after 2013. Capital expenditures and dividends are generally 
projected to exceed cash from operations and we expect these cash shortfalls will be funded with equity Investments 
from rrc Holdings and proceeds from short and long-term debt financing, in a manner that rmintains METC's 60% 
regulated equity ratio. 

METC has a $100 mllion unsecured revolving e~ring in May 2016. As of Decerrber 31, 2011 , METC had 
approxirmtely $38 mllion drawn on its revolver and $3.8 rrillion of cash on hand. The facility's financial covenant 



lirrits debt to 65% of total capitalization. As of Decerrber 31, 2011, METC's debt to capitalization ratio as defined in 
the agreerrent was approximately 25%. The COf'l1)any has $50 mllion of first mortgage bonds maturing Decerrber 
2014. 

Rating Outlook 

METC's stable outlook reflects our expectation tor a continued supportive FERC regulatory framework and credit 
rretrics rerreining strong for its rating. 

What Could Change the Rating - Up 

1v1 upgrade is unlikely unless fTC Holdings significantly reduces its holding COfT4lany debt and. its Baa2 unsecured 
rating is upgraded. 

What Could Change the Rating - Down 

The rating would be downgraded if the FERC regulatory framework were to becorre less s1;1pportive including 
changes to the Attachrrent 0 rate-setting rrechanism resulting in increased lag in investment recovery. In addition, 
should lTC Holdings significantly increase the level of parent COflllC!ny debt, we would expect rating downgrades for 
METC and lTC Holdings' other transrrission subsidiaries. 

Michigan Electric Transm ission Com pany, LLC 

Regulated Electric and Gas utilities Industry [1][2] 

IFactor 1: Regulatory Framework (25"1.) 
a) Regulatory Frarrework 
Factor 2: Ability To Recover Costs And Eam Returns (25"k) 
a) Ability To Recover Costs And Earn Returns 

Factor 3: Diversification (10%) 
ia) Market Position (10%) 

Factor 4: Financial Strength, Liquidity And Key Financial 
Metrics (40%) 
Ia> Liquidity (10%) 
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 
c) CFO pre-WC I Debt (3 Year Avg) (7 .5%) 
I<J) CFO pre-WC- Dividends I Debt (3 Year Avg) (7.5%) 
e) Debt/Capitalization (3 Year Avg) (7.5%) 

Rating: 
a) Indicated Rating from Grid 
b) ~aiRatingAssigned 

• THIS REPRESENTS MOODY'S FORWARD \!18/V; NOT THE VI8N 
OF THE ISSUER; AND UNLESS NOT ED IN THE TEXT DOES NOT 
INCORPORATE SIGNIFICANT ACQUISITIONS OR DNESTITURES 

Current 
FYE 
2011 

Measure 

8.6x 
43% 
19% 
22% 

Moody's 
12-18 
Month 

Forward 
View!U 
of April 
20,2012 

Score Measure Score 
p.a .. .. ,. -~ 

A A .. 

Baa Baa 

A A 
Aaa 6:8x-7.3x 'Aa 
Aaa 33-'37% p.a 

A 13-17% Baa 
Aaa 23-25% Naa 

A1 A1 
{:.3 ~ 

(1] All ratios are calculated using Moody's Standard .Adjustrrents. [2] As of 12131111; Source: Moody's Financial 
Metrics 
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rating is of sufficient quality and from sources Moody's considers to be reliable, including, When 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate infonnation received in the rating process. Under 
no cirwmstances shall MOODY'S have any liability to any person or entity tor (a) any loss or 
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or 
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COfl'l)ilation, analysis, interpretation, corrmmication, publication or delivery ef any such 
information, or (b) any direct, indirect, special, consequential, c:orrpensatory or incidental 
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information. The ratings, financial reporting analysis, projections. and other observations, if any, 
constituting part of the information contained herein are. and rrust be construed solely as, 
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securities. Each user of the information contained herein rrust make its own study and evaluation 
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IMPLIED, PS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABUTY OR 
FITNESS FOR .ANY PARTICULAR PURPOSE OF PoNY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GrvEN OR M.ADE BY MOODY'S IN ANY FORM OR MP-NNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby 
discloses that rrost issuers of debt securities (including corporate aAd n1.micipal bonds, ' 
debentures, notes and COI'TYl"ercial paper) and preferred stock rated by MIS have, prior to 
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it 
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies anct 
procedures to address the independence of MIS's ratings and rating proce.sses. lnform:rtion 
regarding certain affiliations that may exist between directors of MCO and rated entities, and . 
between entities who hold ratings ~om MIS and have also publicly reported to the SEC an 
ownership interest in MCO of more than 5%, is posted annually at wvyw moodys.com under the 
heading "Shareholder Relations- Corporate Governance -Director and Shareholder Affiliation 
Policy." 

Any publication into Australia of this document is by MOODY'S affiliate, Moody's ~westers Service 
Pty Umted ABN 61 003 399 657, which holds .A4.Jstralian Financial Services License no. 336969. 
This document is intended to be provided only to "wholesale clients" within the meaning .of section 
761 G of the Corporations Ad 2001. By continuing to access this document from within Australia, 
you represent to MOODY'S that you are, or are accessing the dGcurnent as a representative ef, a 
"wholesale client" and that neither you nor the entity you represent will directly or indirectly 
dissemnate this document or its contents to "retail clients" within the meaning of section 761 G of 
the C0rp0rations Ad 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's 
Japan K.K. ("MJKK"') are MJKK's current opinions of the relative future credit risk of entities, credit 
corTTritrrents, or debt or debt-like securities. In such a case, "MIS" in the foregoing statements 
shall be deerred to be replaced with "MJKK". MJKK is a wholly-owned credit rating agency 
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings 
Inc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on 
the equity securities of the issuer or any form of security that is available to retail investors. It 
would be dangerous for retail investors to make any investJrent decision based on this cred~ 
rating. If in doubt you should contact your financial or other professional adviser. 
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