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Q1.

Q2.

Q3.

L INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Jon E. Jipping. My business address is 27175 Energy Way, Novi, Michigan

48377.

BY WHOM ARE YOU PRESENTLY EMPLOYED AND IN WHAT CAPACITY?
I am employed by ITC Holdings Corp. (“ITC") as its Executive Vice President and Chief

Operating Officer (“COO™).

PLEASE DESCRIBE YOUR RESPONSIBILITIES AS EXECUTIVE VICE
PRESIDENT AND COO OF ITC.
I oversee the operations of ITC’s four subsidiary operating companies, which are
International Transmission Company d/bfa ITCTransmission (“ITCT”), Michigan
Electric Transmission Company, LLC (“METC”), ITC Midwest LLC (“ITCMW?’), and
ITC Great Plains, LLC (“ITCGP”).

Reporting to me are the Vice President of Operations, Vice President of Planning,
Vice President of Engineering, Vice President and Chief Information Officer (“CIO”),
Director of Supply Chain, and the Director of Facilities and Security.

The Vice President of Operations is responsible for real time operations, which
involves control room operations, operator training, system reliability monitoring, and
shutdown coordination. The Vice President of Operations is also responsible for

emergency preparedness and response, North American Electric Reliability Corporation




ITC Midsouth LLC
Direct Testimony of Jon E. Jipping
PSC File No. EQ-2013-0396

10

11

12

13

14

15

16

17

18

19

20

21

22

("NERC”) Reliability Standards compliance, operations policy, and operational
engineering. Approximately 95 employees report to the Vice President of Operations.

The Vice President of Planning is responsible for all aspects of transmission
system planning, including reliability planning in each of our operating companies,
regiopal planning, economic planning, load forecasting, and planning policy.
Approximately 35 employees report to the Vice President of Planning, most of whom are
engineers performing the necessary analytical work.

The Vice President of Engineering is responsible for the engineering,
maintenance, and construction disciplines. This includes substation design, transmission
line design, project engineering, asset management, and ficld maintenance,
Approximately 126 employees report to the Vice President of Engineering.

The Vice President and CIO is responsible for application development and
suppoif, and also information technology services. Approximately 53 employees report
to the CIO.

The Director of Supply Chain is responsible for our procurement, supply chain,
warehouse, and logistics activities. Approximately nine employees report to the Director
of Supply Chain.

The Director of Facilities and Security is responsible for physical security of all of
our facilities, including owr headquarters building in Novi, Michigan, general facility
maintenance functions, and overall coordination of ITC’s safety program. Approximately

16 employees report to the Director of Facilities and Security.
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Q4.

A,

Q5.

Q6.

WHAT IS YOUR EDUCATIONAL BACKGROUND?
I have a Bachelor of Science in Electrical Engineering from Calvin College in Grand
Rapids, Michigan and a Master of Science in Electrical Engineering, concentrating in

power systems, from Michigan Technological University in Houghton, Michigan.

PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE.

I joined the Detroit Edison Company (“Detroit Edison”) in Engineering Research in
1989, In 1991, I became an Operations Engineer in Transmission System Operations.
Subsequently, T held a variety of positions in Transmission and Subtransmission
Planning, including Manager of Transmission Planning. My last position at Detroit
Edison was as Manager of Business Systems and Applications within the Service Center
Organization. In March 2003, I joined ITC as Director of Engineering and thereafter was
promoted to Vice President of Engineering. In 2007, I was promoted to my current

position of COO.

ARE YOU A MEMBER OF ANY PROFESSIONAL ORGANIZATIONS?

I am a Registered Professional Engineer in the State of Michigan. I am a member of the
Edison Electric Institute’s (“EEI”) CEO Policy Committee on Energy Delivery. I am
also a member of the North American Transmission Forum. Additionally, I currently
serve as chair of the Michigan Technological University’s Department of Electrical and

Computer Engineering External Advisory Committee,




10

11

12

13

14

15

16

17

18

19

20

21

22

ITC Midsouth LLC
Direct Testimony of Jon E. Jipping
PSC File No. E0-2013-0396

- Q7. HAVE YOU PROVIDED TESTIMONY IN PRIOR PROCEEDINGS BEFORE

STATE COMMISSIONS?

A, Yes. I have testified in the following dockets in Kansas, lowa, Illinois,

Minnesota and Arkansas:

Kansas Corporation Commission:

s In the Matter of the Application of ITC Great Plains, LLC for a Limited Certificate of
Public Convenience and Authority to Transact the Business of an Electric Public
Utility in the State of Kansas (Ford, Kiowa, Clark, Comanche and Barber Counties)
and 08-PWTE-1022-COC, In the Matter of the Application of Prairie Wind
Transmission, LLC for a Certificate of Public Convenience to Transact the Business
of an Electric Public Utility in Ford, Kiowa, Ciark, Comanche, Barber, Pratt, Harper;.
Kingman, Sumner and Sedgwick Counties, Kansas, Docket Nos. 08-ITCE-936-CQC,
08-ITCE-937-COC, and 08-ITCE-938-COC (consolidated dockets).

| Illinois Commerce Commission:

e Joint Petition for Approval of Sale of Utility Assets Pursuant to Section 7-102;
Transfer of Franchises, Licenses, Permits or Rights to Own Pursuant to Section 7-
203; Transfer of Certificates of Convenience and Necessity Pursuant to Section 8-
406, Approval of the Discontinuance of Service Pursuant to 8-508; and the Granting
of All Other Necessary and Appropriate Relief, Docket No. 07-0246.

Iowa Utilities Board:

e Joint Petition for Approval of the Transfer of Transmission Assels of Interstate Power

and Light Company and ITC Midwest LLC, Docket No. SPU-07-11.
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Q8.

Minnesota Public Utilities Commission:

e Joint Petition for Approval of the Transfer of Transmission Assets of Interstate Power
and Light Company and ITC Midwest LL.C, Docket No. E001/PA-07-540,

Arkansas Public Service Commission:

In The Matter Of An Application Of Entergy Arkansas, Inc., Mid South Transco LLC, ITC

Midsouth LLC, Transmission Company Arkansas, LLC, And ITC Holdings Corp. To

Enter Transactions Resulting In A Certificate Of Public Convenience And Necessity For

A New Arkansas Utility To Own EAL's Electric Transmission Facilities, Docket No. 12-

069-U.

I have also testified in Texas, Mississippi, Louisiana and New Orleans regarding this

transaction.

HAVE YOU TESTIFIED BEFORE THE FEDERAL ENERGY REGULATORY

COMMISSION?

Yes. 1 have testified about this transaction and also in the following Federal Energy

Regulatory Commission (“FERC”) Dockets:

*  Promoting Transmission Investinent Through Pricing Reform, Docket No. RM06-4-
000, Reply Comments of International Transmission Company, Exhibit A, Affidavit
of Jon E. Jipping, Feb. 14, 2605.

e Jnterstate Power and Light Co. v. ITC Midwest LLC, Docket No. EL09-11-000, ITC
Midwest LLLC’s Answer to Complaint, Exhibit ITCM-1, Affidavit of Jon E. Jipping,

Dec. 8, 2008.
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¢  Green Power Express LP, Docket No. ER09-681-000, Exhibit GPE-800, Direct

Testimony of Jon E. Jipping, Feb. 9, 2009.

Q9. DOES YOUR TESTIMONY INCLUDE ANY SUPPORTING INFORMATION OR

EXHIBITS?

A. Yes. 1am sponsoring the following exhibits:

Exhibit JEJ-1: ITC Corporate Organization Structure

Exhibit JEJ-2: Historical Capital Investments

Exhibit JEJ-3: Spearville to Axtell Project Map

Exhibit JEJ-4: 2011 EEI Safety Survey Results (ITC comparative results only)
Exhibit JEJ-5: Reactive Versus Preventive Maintenance Trend

Exhibit JEJ-6HC: SGS Transmission Reliability Benchmarking Study (2012}

Exhibit JEJ-7: ITC Outage Reliability Metrics for 2011
Exhibit JEJ-8: Outage Cause Analysis Report and Documentation
Exhibit JEJ-9: Value of Reliability Improvements on the ITC System

Exhibit JEJ-10: ITC Disaster Recovery Plan

Exhibit JEJ-11: ITC Procurement Strategy
Exhibit JEJ-12: Letters Received from ITC’s Supply Chain Vendors

Exhibit JEJ-13: High Level ITC Management Reporting Structure

Exhibit JEJ-14: Transition Services Agreements
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Q10.

A,

Q11.

Q12.

IL PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

On December 4, 2011, Entergy Corporation! and ITC entered into agreements under
which Entergy Arkansas, Inc. (“EAI”) and the other Entergy Operating Companies will
separate and then merge their transmission businesses into ITC. I will generally refer to
this separation and merger collectively as the “ITC Transaction” or “Transaction.” The
purpose of my testimony is to support the approval of the Transaction and to demonstrate
from an operational perspective how the Transaction will enhance Entergy’s transmission

system.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of ITC Midsouth LLC.

III. SUMMARY OF TESTIMONY

PLEASE SUMMARIZE YOUR TESTIMONY.

I will first provide an overview of the current ITC transmission system. 1 will then
discuss ITC’s singular focus on transmission, and how that provides a platform for ITC’s

stewardship of the transmission networks it operates and maintains. This singular focus

1 Entergy Corporation is the holding company subject to the Public Utility Holding Company Act of 1935 that owns
the Entergy Operating Companies — Entergy Arkansas, Inc.; Entergy Gulf States Louisiana, L.L.C.; Entergy
Louistana, LLC; Entergy Mississippi, Inc.; and Entergy New Orleans, Inc.; and Entergy Texas, Inc.; as well as
Systemn Energy Resources, Inc. (SERI), the owner of Grand Gulf; and numerous other corporate subsidiaries that are
engaged in competitive enterprises.
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Q13.

has produced a proven frack record of operational excellence, which includes a
commitment to safety, a specific approach to transmission system maintenance, a culture
of compliance, an effective storm response plan, efficient supply chain management, and
stakeholcicr engagement, all of which are described in more detail in my testimony, 1
discuss the current management structure of ITC and describe with some specificity how
we will integrate the ITC Midsouth LLL.C operating companies, including ITC Arkansas
LLC, (“ITC Arkansas”) and the other new ITC Midsouth operating companies
collectively the “ITC Midsouth Operating Companies”)? into our organizational
structure. Finally, I describe the process ITC and Entergy Corporation are using to ensure
business continuity of the critical functions necessary for the safe and reliable operation
of the Entergy transmission system, including the facilities that serve wholesale

customers in Missouri.

IV. OVERVIEW OF THE ITC TRANSMISSION SYSTEM
PLEASE PROVIDE AN OVERVIEW OF THE ITC TRANSMISSION SYSTEM.
ITC’s transmission system is comprised of assets in four operating companies: ITCT,

METC, ITCMW, and ITCGP. I am sponsoring an exhibit which shows the organizational

2 ITC witness Mr. Joseph Welch explains that as part of the ITC Transaction, Entergy Corporation’s subsidiary, Mid
South TransCo LLC, will merge with ITC’s subsidiary, ITC Midsouth LLC. Mid South TransCo LLC will be the
surviving entity. After the merger, however, ITC will change Mid South TransCo’s name to “ITC Midsouth LE.C”.
Accordingly, after the merger and name change occurs, ITC Midsouth LLC will be the holding company for ail of
the new ITC operating companies that will hold the former Entergy transmission system assets, including the ITC
Arkansas, LLC operating company that will operate in Missouri. The new ITC operating companies that will be
subsidiaries of ITC Midsouth LLC are ITC Arkansas LLC, ITC Louisiana LLC, ITC Mississippi LLC and ITC

Texas LLC.
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structure of the operating companies as they exist today (Exhibit JEJ-1). 1 will discuss
ITC’s management structure in more detail later in my testimony.

ITC is the nation's first, largest, and only publicly traded independent
transmission company. ITC owns and operates approximately 15,000 miles of
transmission with voltages from 34.5 to 345 kilovolts (kV) in the states of Michigan,
Iowa, Minnesota, Illinois, Missouri, Kansas and Oklahoma, and serves a peak load of
over 26,000 megawatts (MW).

ITCT, our operating company in southeast Michigan, is comprised of the
transmission assets formetly owned by Detroit Edison and its parent company DTE
Energy. ITCT serves the densely populated Detroit metropolitan area and its
concentration of automotive and other manufacturing and supplier facilities in the region,
ITCT’s transmission system is comprised predominantly of 120 kV and 345 kV facilities,
ITCT also owns and operates some 230 kV facilities, as well as underground transmission
facilities operated at 120 kV and 345 kV.

METC, our operating company that covers much of the remainder of the lower
peninsula of Michigan, is comprised of the transmission assets formerly owned by
Consumers Energy and its parent company CMS Energy. METC’s transmission system
is comprised of 138 kV and 345 kV facilities. The METC system also has several
interconnections with electric cooperatives and municipal utilities,

ITCMW, our operating company in Iowa, Minnesota, Illinois, and Missouri, is
comprised of the transmission assets formerly owned by Interstate Power and Light

Company and its parent company Alliant Energy. The ITCMW footprint is
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predominantly rural in nature. ITCMW owns and operates transmission at voltage levels
of 34.5kV3, 69kV, 115kV, 161kV, and 345kV. ITCMW also has numerous
interconnections with electric cooperatives and municipal utiiifies,

ITCGP operates 107 miles of 345 kV transmission in Kansas and Oklahoma, and
is currently constructing over 200 additional miles of 345 kV transmission in Kansas.
Unlike our other operating companies, ITCGP was not created from the acquisition of a
transmission system from another utility, but rather has acquired the rights to construct,
own and operate specific facilities through partnerships with local utilities in Kansas and
Oklahoma. ITCGP owns and operates two lines and a few substations within the
footprints of three electric cooperatives. ITCGP’s activities highlight our commitment to
constructing regional projects where the Regional Transmission Organization (“RT0”)
has identified such needs through a robust, independent planning process.

ITC has experience operating and maintaining transmission systems of various
voltage levels across diverse geographies and conditions. Table 1 depicts the total

mileage by voltage class for the ITC system and each ITC operating company.

3

ITCMW’s 34.5 kV facilities are transmission facilities. ITCMW is in the process of upgrading the

34.5 kV network to 69 kV,

10
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Table 1. Line Mileage by Voltage Class for ITC Operating Companies

ITCT METC ITCMW ITCGP Total

985 1,953 376 107 3,421

230 kV 106 0 0 0 106
161 kV 0 0 1,540 0 1,540
138 kV 31 3,527 0 0 3,558
120 kV 1,696 19 0 0 1,715

115kV 0 0 323 0 323
69 kV 0 0 2,695 0 2,695
34.5kV 0 0 1,670 0 1,670
Total 2,818 5,499 6,604 107 15,028

Q14. IN WHICH RTO AND REGIONAL RELIABILITY ENTITY IS EACH

OPERATING COMPANY A MEMBER?

A, ITCT, METC, and ITCMW are members of the Midwest Independent Transmission

System Operator, Inc. (“MISO”) RTO. For the pwpose of NERC Regional Entity
participation, ITCT and METC are members of the ReliabilityFirst Corporation Regional
Entity; ITCMW is a member of the Midwest Reliability Organization (“MR0O”) Regional
Entity. ITCGP is a member of the Southwest Power Pool, Inc. (“SPP”) RTO and the SPP
Regional Entity. All four ITC operating companies are registered Transmission Owners

and Transmission Operators in their respective Regional Entities. The ITC operating

11
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Q15.

companies physically operate and maintain the transmission facilities that they own, and
have transferred functional control of the transmission system to their RTO for reliability
coordination and other functions for which the RTOs exercise operational authority.

ITCT, METC, and ITCMW are registered Transmission Planners.

V. SINGULAR FOCUS ON TRANSMISSION
A. Differentiation of the ITC Business Model

WHAT MAKES ITC DISTINCT FROM OTHER TRANSMISSION OWNERS?
ITC is an independent transmission company. Our business is owning, operating,
maintaining, and developing electric transmission infrastructure. We have a singular
focus on being an excellent owner and operator of electric transmission systems, I1TC
witness Mr. Joseph Welch discusses the attributes of ITC’s independence in more detail
in his testimony,

As an independent transmission company with a singular focus on transmission,
the I'TC business model is fundamentally different from the Entergy transmission system
business model and the business models of other transmission owners in the industry.
Ouar singular focus allows our management team and employees to concentrate
exclusively on the transmission business, without having to divide their attention between
transmission and non-transmission related functions like generation and distribution.
This translates into stronger system performance, as evidenced through industry surveys
and benchmarking studies. The singular focus on transmission also eliminates any

capital pressure experienced by traditional integrated utilities that must provide capital to

12
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Q1e6.

transmission and non-transmission lines of business, since ITC does not own, operate, or
mainfain generation or distribution assets. Capital spending is covered in more detail in
ITC witness Mr. Cameron Bready’s testimony.

Independence ensures there is no bias and eliminates the perception of bias in
planning or operating the transmission system. ITC has no incentive to favor one
generation source or owner over another. We are in the business of enabling transmission
for the purposes of interstate, wholesale commerce, and, as such, we look for ways to
improve grid resiliency and system reliability while relieving transmission constraints in
an economically justified manner and maintaining a safe workplace. Ensuring there is no
perception of bias leads to more robust participation of stakeholders in the transmission
planning processes, which in turn leads to robust market competition and the
participation required to build a robust national transmission infrastructure. Mr. Welch

discusses national electric policy in more detail as it relates to transmission development.

HOW DOES ITC’S SINGULAR FOCUS TRANSLATE INTO BENEFITS FOR
THE REGION FROM AN OPERATIONAL PERSPECTIVE?

ITC’s singular focus on transmission allows ITC to dedicate its efforts exclusively to the
betterment of the transmission system. This translates directly into improved reliability,
including a reduction in transmission outages. ITC’s excellent reliability is evident in the
performance metrics that I will discuss. I will also discuss the monetary value of

reliability.

13
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Our singular focus is a key factor in achieving best-in-class transmission
performance through specialization, expertise and operational excellence where our
people and processes are dedicated, devoted and constantly thinking about effective and
efficient transmission operations. An independent transmission company has only one
business to be judged by, with a clear set of standards. This incentivizes the company to
look for ways to improve transmission performance, striving for operational excellence in
its one business line. ITC takes this to heart, constantly looking for ways to improve

system reliability for the benefit of transmission customers.

WHAT ARE THE STRENGTHS OF ITC'S PRACTICES ACROSS ITS FOUR
EXISTING OPERATING COMPANIES?
Our operations and maintenance approach delivers reliability benefits to our customers.
We have performance metrics for measuring the reliability of our transmission system,
and our focus on performance improvement has driven our two Michigan operating
companies into the top decile among our peers in the industry. One important factor in
achieving this level of performance is our focus on proactive, preventive maintenance to
ensure that system components are repaired or replaced before they fail or misoperate,
potentially causing catastrophic equipment damage and jeopardizing the ability of the
transmission system to reliably serve customers.

Another strength is our bottom-up planning process to identify and build new
projects. As detailed in the testimonies of ITC witnesses Messrs. Joseph Welch and

Thomas Vitez, our sole focus on transmission and complete independence from market

14
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Q18.

participants allows us to objectively identify projects that reduce congestion across a
broad region, strengthen reliability, and facilitate wholesale electric competition through
greater market access and transparency for customers. As our record indicates, we also
build the projects we plan. Gross investments in property, plant and equipment increased
from $41 million in 2003 to $632.9 million in 2011. Planned gross investment in
property, plant and equipment for 2012 is $730 to $830 million. I am including an
exhibit which graphically depicts the historical levels of investment ITC has made

since 2003 .4

PLEASE PROVIDE EXAMPLES OF ITC’S DEVELOPMENT OF NEW
PROJECTS THAT REDUCE CONGESTION, STRENGTHEN RELIABILITY
AND FACILITATE WHOLESALE ELECTRIC COMPETITION.

ITC’s operating companies have made and continue to make significant investments in
the grid to improve reliability, reduce congestion, improve system efficiency, and
interconnect new generation and load.,

One particular project that I want to highlight is the ITCGP Spearville to Axtell
Project in Kansas and southern Nebraska.® This project runs from Spearville, Kansas, in
the southwestern part of Kansas; north to the Post Rock substation just outside of Hays,
Kansas; and then north to Axtell, Nebraska, The Kansas Electric Transmission Authority

(“KETA”) identified this particular project in 2007 through its initiatives to bring

4 See Exhibit JEJ-2.
5 See Exhibit JEJ-3.

15
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significant economic and reliability benefits to Kansas and the regional transmission grid.
KETA is an organization created in 2005 by the Kansas Electric Transmission Authority
Act (HB 2263), and is intended to promote and facilitate expansion of the Kansas
transmission infrastructure for the betterment of the Kansas economy.

ITCGP worked with the incumbent electric cooperatives to acquire the rights to
build the Kansas portion of this 345 kV project, from Spearville to the Kansas/Nebraska
state line, This allowed the electric cooperatives to deploy their own limited capital for
other projects in their footprints and to utilize ITC’s expertise in building, operating and
maintaining the transmission project. Our agreement with the electric cooperatives
prevented them from having to choose between new generation resources for meeting
their load obligations, and transmission investment to bring cheaper and renewable
resources to the region. The electric cooperatives chose to allow ITC the opportunity to
bring the transmission project to fruition.

The first segment of the line ~ from Spearville to Post Rock — was energized in
June 2012, The second segment — from Post Rock to Axtell, Nebraska — will be
energized by the end of 2012, ahead of the SPP schedule and in line with the desires of
the utility in Nebraska, to accelerate the benefits to western Kansas and southern
Nebraska. Current estimates show the final cost of the total project will be roughly
$148 million, less than the previously estimated $203 million prior to siting approval. In
addition to improving reliability and efficiency of the regional grid, the project also will
reduce congestion across the transmission network and address the lack of high-voltage

transmission lines in central and western Kansas.

16
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Q19,

Another recent project to highlight is the Hugo to Valliant Project, placed into
service by ITCGP in June 2012. This project is a new 18-mile, 345 kV transmission line
in Oklahoma that facilifates new transmission service requests in southwest Oklahoma,
By again working with a local electric cooperative, ITCGP was able to (1) construct a
transmission project that facilitated additional flexibility in network resource designation
for the utility and (2) reduce overall transmission constraints in delivering power from
southwestern Arkansas into southeastern Oklahoma,

Other project examples are presented in the testimonies of ITC witnesses

Messts. Joseph Welch, Thomas Vitez, and Douglas Collins.

DOES ITC USE ADVANCED TECHNOLOGY TO STRENGTHEN
TRANSMISSION SYSTEM RELJABILITY?

Yes. ITC is focused on maintaining and improving the reliability of the transmission
system through the most cost-effective means that will deliver the results we demand.
We have deployed innovative and advanced technology to deliver efficiencies and
reliability improvements into the operation of the system. ITC pursues these types of
opportunities to capture incremental reliability enhancements that provide customer value
where the advanced technologies have proven their viability in previous applications.
Our effort to evaluate and deploy advanced technologies helps ITC in its pursuit of best-
in-class performance while providing customers with a more robust and reliable

transmission system.

17
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Q20. PLEASE PROVIDE EXAMPLES OF ITC’S DEPLOYMENT OF ADVANCED

TECHNOLOGY AT ITS EXISTING OPERATING COMPANIES.
One example of our use of advanced technology is the use of transformer monitoring
software. Recognizing that transmission transformers represent one of the most
expensive pieces of equipment and the most significant system impact attributable to any
catastrophic failure, ITC implemented a computerized system to monitor aspects and
characteristics of our over 80 system transformers throughout the state of Michigan
(covering ITCT and METC footprints). Using our data networks, the web-based
moniforing system aletts the Engineering Department when it detects abnormalities with
a transformer’s function or components. By properly utilizing data provided by this
advanced transformer monitoring equipment, ITC engineers are able to perform targeted
diagnostics on the transformer to determine the nature of the abnormality. In one
particular instance, our engineers were able to successfully avert a catastrophic
transformer failure by identifying an imminent failure before it occurred. This example
demonstrates an area where ITC deploys advanced technology and where it is expected to
provide an incremental improvement in reliability. The new technology deployments
allow ITC’s staff to direct and perform maintenance before catastrophic failure renders a
transformer inoperable, reduces system performance and then requires costly
replacement,

Another example of our use of advanced technology is the deployment of Phase
Measurement Units (“PMU’s), or synchrophasors, across our system. ITC is

participating with MISO on its synchrophasors Project. MISO received grant money
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from the U.S. Department of Energy (“"DOE”) to offset the cost of synchrophasor
deployment, and ITC received some of these funds to install the devices on our
transmission system. The advanced technology aspect of synchrophasor deployment
stems from utilizing highly accurate microprocessor-based data collection and broadband
telecommunication. The intent is to obtain the magnitude and phase angle of system
current and voltage at a relatively high frequency, typically measured at 30 samples per
second, synchronize them via GPS time, and stream the data for its use. This data
acquisition occurs at a much higher rate than traditional real-time data is acquired from
the system (typically one sample every four to eight seconds). ITC has committed to
installing PMUs at 15 selected stations — five on the ITCT system, five on the METC
system, and five on the ITCMW system. Each PMU will stream data to ITC’s Phase
Data Concentrator, which then passes the data on to MISO. Synchrophasor data has
already been used to support after-the-fact investigations that traditional data acquisition
systems are not able to detect or determine. The installation of synchrophasors seeks to
improve real-time wide area visualization. With synchrophasor data, system operators
can be trained to determine potential system conditions that would adversely impact
system reliability. In the future, synchrophasor data will be able to improve the reliable
operation of the grid by detecting system anomalies, preventing power outages and

improving real-time operations.
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Q21.

Q22.

DOES ITC HAVE PLANS FOR ADVANCED TECHNOLOGIES TO BE
DEPLOYED BY ITC ARKANSAS AND THE OTHER NEW ITC MIDSOUTH
OPERATING COMPANIES?

ITC will maintain an approach to advanced technologies that is consistent with the
existing approach for its current operating companies. Advanced technologies will be
deployed in response to system needs where the advanced technology is a cost effective
solution and the new technology is proven to improve the reliability or efficiency of

transmission system operation.

B. Operational Excellence

HOW DOES ITC’S SINGULAR FOCUS ON TRANSMISSION TRANSLATE
INTO OPERATIONAL EXCELLENCE?

ITC strives for excellence in all aspects of its operations and system performance, We
see the results of this commitment in our system reliability performance metrics, Central
to operational excellence is a culture of continuous improvement, whether it be in regard
to control room operations, system outages, compliance with NERC Reliability
Standards, proactive preventive maintenance on the system, safety, preparation for and
exccution of emergency response, or other functions ITC performs, Our singular focus
on transmission allows us to make sure each and every task we perform is done in a
mannet that is best for the performance of a transmission system and the customers that it
serves. We invest in projects for the betterment of the transmission system; we repair and

replace equipment for the betterment of the transmission system; we interface with all
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Q23.

transmission customers for the betterment of the transmission system; and there is

- nothing we do that is not related to our main objective of being an outstanding

transmission owner and operator. That is the benefit of having a singular focus on
transmission. These are some of the dimensions of operational excellence that 1 will

discuss in more depth, starting with our commitment to safety.

i. Commitment to Safety

DESCRIBE ITC’S SAFETY PROGRAM.

Operational excellence is the essential goal of a top performing transmission owner and
operator. That goal is immaterial, though, if employees are not provided with every
opportunity to work in a safe environment. Few industries pose greater inherent hazards
than ours. At ITC, we take a proactive approach to safety. We are committed to
providing a safe work-place for all of our employees and contractors. We will under no
circumstances compromise the safety of our employees, contractors or the public in the
course of providing the most reliable electric transmission service.

ITC requires, and will provide, all industry-related personal protective equipment
and proper tools. ITC management is committed to making safety fraining an ongoing
priority, and we maintain a zero tolerance drug and alcohol policy for employees. ITC
management has also implemented unique safety incentive programs for employees and
contractors,

Onsite safety inspections are conducted frequently by our Safety Department as

well as by an independent third-party safety contractor. Meetings are held regularly with
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ITC Field Supervisors, safety coordinators, and management personne!l from the
construction contract firms to discuss safety performance and areas in which
improvement is necessary.

An ITC Safety Handbook is made available online to all ITC employees who will
be working on or near energized equipment. The ITC Safety Handbook serves as a guide
to ITC’s safe work practices and policies, and explains ITC’s policies regarding the
wearing of personal protective equipment, use of safety rope bariers, and other such
safety related topics. The posting of this handbook online is in addition to the specific
training given to our field personnel about safe work practices for the equipment
we operate.

In addition, our coniractors are given a copy of our “Safety Handbook for
Contractors,” which serves as their guide to ITC’s safe work practices and further
explains our safety practices and procedures.

ITC requires that all accidents, injuries and near miss events be reported promptly
to our Operations Control Room. Investigations are conducted to determine the factors
causing and contributing to an accident or event. Results of investigations are
communicated to appropriate groups in a timely manner, and corrective actions are
implemented.

Customer and public safety is also important, Safety in this context is a
consideration in the design, construction and overall operation and maintenance of the

system, and includes being compliant with all applicable safety codes.
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Q24.

Maintaining and improving the safety program is important. A few examples of
how ITC works fo maintain and improve its safety program include; (1) ensui‘ing that
employees and contractors receive appropriate training for their jobs; (2) equipping
employees and contractors with appropriate personal protective equipment and the proper
tools for the job; (3) holding regular safety meetings with employees and contractors,
including “safety summit” meetings on a routine basis; (4) requiring morning and
afternoon job briefings to address potential safety hazards prior to beginning any
maintenance or construction work; and (5) conducting regular safety audits of field work.
Further, ITC management maintains an interest in understanding and reviewing safety-
related performance of our employees and contractors. Not only does the management
team receive regular reports at its meetings, but the ITC Board of Directors” Security,
Safety, Environmental, Health, and Reliability Committee reviews safety performance as

part of its charter.

WHAT IS ITC’S TRACK RECORD FOR SAFETY?

ITC’s safety track record is excellent, and maintaining that excellent safety record is a top
priority for ITC. ITC’s safety performance regularly ranks near the top in the industry
when reviewed with peers that participate in the EEI Safety Survey. The EEI Safety
Survey is an annual assessment that provides the largest source of data on safety in the
electric industry. The survey provides data on safety incident rates, including an analysis
of data from transmission and distribution systems. The goal of the survey is to assist

safety programs through cross-company comparison of safety data. In 2011, ITC
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maintained a company-wide recordable incident rate of 0.5 incidents per 100 full-time
employees (“FTE™). The threshold for the top tenpercent of the survey was
0.62 incidents, while the EEI industry group posted an average recordable incident rate®
of 1.94 incidents per 100 FTE.

In addition, ITC performed well with respect to its lost work day incident rate’.
Here, too, ITC maintained a company-wide top ten percent performance of 0.1 incidents
per 100 FTE. The EEI survey average was 0.5 incidents per 100 FTE. Exhibit JEJ-4
depicts recordable incident rate and lost work day incident rate performance for ITC in
comparison to the EEI industry group, |

It is important to note that ITC includes the safety performance of its single-
sourced field operations and maintenance contractor and its supply chain and
warehousing contractor when reporting our safety data to BEL. ITC includes this data, in
addition to that for its employees, to ensure a valid and relevant comparison with other
participants in the survey who perform all of these functions in-house.

ITC will ensure that safety remains a top priority for ITC Arkansas and the other
new ITC Midsouth Operating Companies through the implementation of a safety

program that is consistent with ITC’s safety objectives.

6 The recordable incident rate is the number of work-related injuries per 100 employees that resulted in medical
treatment beyond first aid.

7 The lost work day incident rate is the number of work-related injuries per 100 employees that resulted in an
employee having to miss work.
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Q25.,

Q26.

ii. Maintenance Philosophy

WHAT ARE THE DRIVERS OF ITC’S MAINTENANCE PHILOSOPHY?

First, ITC has a fundamental responsibility to operate and maintain the system in
accordance with good utility practice. This goes hand-in-hand with our second
responsibility and requirement — to be compliant with all applicable NERC Reliability
Standards and Requirements. Third, and perhaps most visible to our customers, is our

goal of striving for top decile system performance.

WHAT IS NECESSARY TO ACHIEVE TOP DECILE SYSTEM
PERFORMANCE?

To achieve excellent performance and transmission system availability, the system needs
to be reliable. Reliability is dependent on four key factors: 1) the design of the system; 2)
capital improvements to the system; 3) the operation of the system; and 4) the
maintenance of the system. System design and capital improvements ensure the system
is built to accommodate evolving system requirements such as increased use of the
transmission system, integrating into energy markets, and facilitating public policy
initiatives. The third factor, operations, deals with using existing assets in the most
efficient and reliable manner possible. An example is the use of advanced protection
schemes and systems to monitor the transmission grid and maintain reliability during
outages. Advanced protection schemes have the ability to collect data, localize a faulf,
and help to determine the cause of a particular outage. The fourth factor of reliability,

maintenance, ensures ITC’s transmission facilities remain in proper condition to perform
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Q27.

their intended function, whether during routine operations, switching, or

emergency conditions.

HOW HAS ITC DEVELOPED ITS MAINTENANCE PRACTICES TO
COMPORT WITH THIS OVERALL VIEW OF THE SYSTEM?
ITC’s maintenance practices are comprised of four building blocks. First, ITC believes
that maintenance practices must be: (1) robust, so that any and all individual components
receive the appropriate level of preventive maintenance, and (2) comprehensive, so that
all equipment is included. The second building block of our maintenance practices is the
required completion of 100% of the maintenance plan every year. If a component
requires periodic maintenance, then it must receive the required maintenance within its
scheduled interval. The third building block of ITC’s maintenance practices is our “find-
it, fix-it” approach, where corrective actions are taken for any equipment deemed to be
unfit for service. The fourth building block is one of continuous improvement, through
the use of outage cause analysis and feedback into both the maintenance and the capital
improvement plans.

These maintenance practices, when taken together and applied to the various
categories of maintenance we perform (preventative, reactive, facilities, vegetation,

vehicular, etc.), form our comprehensive maintenance program.
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Q28.

Q29,

DESCRIBE HOW YOUR COMPREHENSIVE MAINTENANCE PROGRAM
TRANSLATES INTO A RELIABLE TRANSMISSION SYSTEM.

The comprehensive maintenance program described above has increased reliability by
maximizing the availability of critical equipment during the times of greatest need. ITC
is committed to completing all annual maintenance activities necessary to ensure NERC
compliance in all areas (vegetation management, line, station equipment, etc.). This is
the link between the first and second building blocks of ITC’s maintenance practices. We
have a set of robust practices for performing maintenance on the transmission system,
and we perform 100 percent of the maintenance plan every year. ITCT, METC, and
ITCMW budgeted approximately three quarters of their total operations and maintenance
budget for preventive maintenance and operations/training in 2010 and 2011. Trend data
has shown a reduction in reactive or unplanned maintenance due to our approach to

proactive preventive maintenance. I am including an exhibit that depicts this trend.8

ARE YOUR MAINTENANCE PRACTICES THE SAME FOR ALL TYPES OF
EQUIPMENT ON THE TRANSMISSION SYSTEM?

No. Our maintenance practices are tailored by specific equipment type, vintage, usage,
and location. For example, ITC’s circuit breaker preventive maintenance plan calls for a

complete inspection, including linkages, interrupters, internal components and other

8 See Exhibit JEJ-S.
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Q30.

components, every three to ten years depending on the breaker’s sp'ecific characteristics

and manufacturer’s recommendations.

DESCRIBE ITC’S PREVENTIVE MAINTENANCE PRACTICES IN MORE
DETAIL,

Preventive maintenance is at the core of ITC’s commitment to operational excellence,
ITC’s “find-it-fix-it” maintenance approach ensures that equipment degradation issues
found in the field are fixed properly the first time. Our preventive maintenance plan
reduces the need for reactive maintenance repairs, thereby improving system reliability
and providing a cost benefit to customers that would have otherwise been impacted by
momentary and sustained outages. At ITC, if a condition is found that is detrimental to a
component’s ability to continue to perform its function, ITC takes necessary corrective
actions to provide a remedy. This eliminates more costly unplanned reactive maintenance
repairs in the future, when the catastrophic failure of the component causes damage to
adjacent components, or shuts down portions of the transmission network itself, This
proactive approach also improves the morale of our field force because they know that if
they identify a problem on the transmission system, a resolution will be pursued and the
problem solved. Our field force has a natural incentive to have a direct and meaningful

impact on the reliability of the transmission system.
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Q31.

Q32.

WHAT | OTHER ELEMENTS COMPRISE YOUR PREVENTIVE
MAINTENANCE PRACTICES?

Our preventive maintenance program is composed of inspections and scheduled
maintenance to detect problems before system performance is affected. Substation, line,
and infrared inspections are the first line of defense in maintaining a reliable system.
Substation inspection frequencies vary depending on the type of substation: larger
345 kV substations are inspected more frequently than smaller 69 kV substations. This is
due in large part to the criticality the larger 345 kV substations play in the overall
reliability of the transmission system, All 115 kV and above lines are aerially inspected
twice per year with field supervisors and vegetation management personnel to detect any
imminent threats. Infrared inspections are performed annually for all substations and
include an infrared scan of all ITC equipment. Specific maintenance plans have also
been developed for each type of asset, including circuit breakers, circuit switchers,
transformers, buses, disconnect switches, protective relaying, capacitor banks, battery

systems, overhead circuits, and underground circuits.

DESCRIBE HOW ITC’S VEGETATION MANAGEMENT PROGRAM
CONTRIBUTES TO OVERALL SYSTEM RELIABILITY.

ITC has established an integrated Vegetation Management Program in which the corridor
vegetation is inspected and various control options are considered and implemented to
develop and maintain vegetation that is compatible with a safe and reliable transmission

system. In conducting this program, ITC cooperates with property owners to meet
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Q33.

secondary considerations of improved aesthetics, and management of wildlife and
ecosystems. The preferred strategy is to remove tall growing, incompatible tree species
and retain low growing, compatible plant species.

The main objective of ITC’s Transmission Vegetation Management Program is to
avoid vegetation-caused outages to the transmission system by maintaining the rights-of-
way so as to achieve at all times and under all expected conditions an acceptable
clearance between the conductors and the vegetation on or off the right-of-way. In
addition, effective right-of-way management includes inspection for and mitigation of
other right-of-way-based causes of outages such as encroachment, vandalism, and

A]

incompatible use.

ITC utilizes a Vegetation Management contractor working under the direction of
ITC’s Vegetation Manager to implement a best in class Vegefation Management Program
to ensure the integrity of ITC’s transmission facilities and compliance with all regulatory
requirements. Successful implementation will be measured by a goal of zero outages on
the 345 kV and 230 kV bulk system from ftrees on the right-of-way and by a continued
long-term reduction in outages from trees growing into 34.5 -161 kV lines, or by trees

falling onto all electric transmission lines from outside the right-or-way.

DOES ITC HAVE A SPECIFIC PHILOSOPHY PERTAINING TO

REPLACEMENT OF AGING EQUIPMENT?
ITC’s philosophy for asset replacements is generally performance based. As equipment

ages, it tends to begin to fail more regulaily. Availability of spare parts for oider

30



10

11

12

13

14

15

16

17

18

19

ITC Midsouth LLC
Direct Testimony of Jon E. Jipping
PSC File No. EG-2013-0396

Q34.

- components can also drive decisions o replace equipment on a proactive basis. Some

equipment, like relays, is often replaced after a specific time in use. This is because it is
more difficult to perform preventive maintenance on the electronics and solid state relay
equipment than it is to perform routine preventive mainienance on mechanical
components like breakers and switches, Even in the case of relay replacements, though,
component performance is a driver of replacement time.

Equipment replacement preventive maintenance prograins lead to detection and
replacement of defective equipment before it fails. Therefore, proactively replacing
components near their end of life can save significant money down the road by avoiding

costly system repairs, customer interruptions and fransmission system unavailability.

WHAT TYPES OF CAPITAL MAINTENANCE PROJECTS HAS ITC INITIATED
THAT REFLECT ITC’S PHILOSOPHY?

ITC pursues a number of capital maintenance initiatives with regard to replacing aging
equipment. 1 would like to highlight three of them: 1.) our Breaker Replacement
Program; 2.) a Gas Insulated Switchgear (“GIS™) Replacement Project; and 3.) our Relay
Betterment Program. These infrastructure improvements are in addition to system
capacity projects which improve load serving capability, customer interconnections and

generation interconnections, and general plant additions.
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A,

Q30.

PLEASE DESCRIBE YOUR BREAKER REPLA CEMENT PROGRAM.

This is a yearly program to replace infrastructure due to age, past performance, and
availability of spare parts. Some breakers need to be replaced due to projected increases
in needed interrupting capability, so portions of the program are reliability-driven because
replacing the equipment improves the operating capabilities of the system. Aging
breakers can have negative environmental and system reliability inﬁpacts. From 2003 to
2011, ITC replaced 354, or roughly 17.5%, of the 2,025 breakers acquired through the
previous ITC transactions. This does not account for breaker additions that we have
made to the system beyond the number of breakers that originally came with the
transmission system. For 2013, the ITC operating companies have budgeted in excess of

$18 million to replace breakers at various substations across the ITC footprint,

PLEASE DESCRIBE YOUR GIS REPLACEMENT PROJECT.

ITCT is undergoing a project to replace a 38-year old GIS installation in a customer-
owned substation where ITC owns the transmission equipment. This is the fourth and
final GIS replacement project ITCT has undertaken in recent years. This particular
device has known Sulfur Hexafluoride (“SF6”) gas leaks. ITC field contractors have
recently needed to add SF6 gas three times per month because the seals in the breaker
have reached the end of their useful life. The leaks cause the gas inside of the GIS to
accumulate moisture, which must be periodically dried, requiring numerous consecutive
outages. The leaks cannot be repaired permanently, and the frequent ongoing

maintenance is impractical due to the difficulty of scheduling a planned outage every
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time the breaker needs to be dried, so a replacement is prudent and necessary. In order to

. reduce ongoing maintenance costs and prevent catastrophic failure, ITCT will replace the

breaker through its capital maintenance program.

PLEASE DESCRIBE YOUR RELAY BETTERMENT PROGRAM.
For background, protective relays are devices that measure current and/or voltage on the
transmission system and compare those quantities to an internal setting designed to
prevent any harm to transmission system equipment. The relay will trip a transmission
system line or other comﬁonent if the set point(s) is exceeded. For example, if something
were to contact a transmission line, it would create an immediate surge in current on the
transmission line as the power flowed to the ground. The relay would sense the
overcurrent, and would “trip” or disconnect the line from the system. These relays
protect transmission equipment from being overloaded, and also protect the transmission
system by isolating the problem to a smaller defined set of components and not
compromising the integrity of the transmission system network.

Protective relays have evolved in technology over the past several decades, Qur
Relay Betterment Program is designed to update many of our transmission protection
system relays to more current microprocessor based devices. Previous generations of
relays have employed different fypes of electromechanical or ftransistor-based
components to perform their function. The newest relay designs are digital computer-
based systems that sense current and voltage through analog means, but use software to

perform the logic and settings comparisons in order to decide what action to take.
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Eacﬁ type of relay has a specific recommended uvscful life. Electromechanical
relays are typically feplaced after 40 years; solid state relays are replaced after 25 years.
Both are typically replaced when their inner components can start to break down. Digital
relays are newer, but we estimate they, too, have a useful life of around 25 years. Over
time, as ITC’s relays approach the end of their useful lives, they must be replaced.

Relay schemes nearing their end of life are prone to misoperation. A misoperation
occurs when a breaker fails to operate when it is supposed to as instructed by the relay, or
when a breaker operates when it is not supposed to. Misoperations can lead to cascading
outages — multiple, sequential outages of transmission lines from a single event — or can
cause equipment damage, Relay schemes nearing end of life also become costly fo
maintain, as paris may no longer be available to repair them. Moving from older
technologies io newer digital relays provides the opportunity to collect data about the
system for system condition monitoring and root cause analyses. Digital relays can also
speed outage recovery times by being able to pinpoint fault locations, telling operators
where to dispatch crews to correct the problem.

This particular capital maintenance program is an example where equipment
replacement not only improves system reliability by avoiding component failures, but
also improves system reliability by improving access to data for our operations

department, and reduces overall maintenance costs of the aged equipment.
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HOW DO ITC’S O&M COSTS FOR PREVENTIVE MAINTENANCE COMPARE
TO ITS PEERS?

We are able to maintain O&M cost per line mile across our operating companies in line
with our peers while achieving exceptional operational performance.

Later in my testimony, I will describe performance metrics as they relate to a
specific peer group in an industry benchmarking study.? Within that peer group, there are
two transmission-only companies who report O&M data to the FERC on an annual basis:
_1.) American Transmission Company, LLC (“ATC”), and 2.) American Transmission
Systems, Inc, (“ATSI”), the transmission-only subsidiary of FirstEnergy Corp. Table 2
depicts a comparison of O&M spending per line mile of transmission between ITC’s
operating companies (in aggregate) and these two transmission-only utilities, The data is
extracted from FERC Form 1 reports for the years listed.

Table 2. Transmission Q&M Spending per Line Mile for Transmission-Only Peers

2008 2009 2010 2011
ITC Holdings Corp. 7.768 6.825 8.805 9.135
American Transmission Company, LLC 7.662 8.342 8.868 10.091
American Transmission Systems, Incorporated 8.000 6.809 6.908 6.823

Dolrars, in Thousands, per Transmission Line Mite
When compared against the larger peer group of the industry benchmarking study,
ITC and each of its operating companies repott O&M spending below the peer group
average. Table 3 depicts a comparison of O&M spending per line mile of transmission

between ITC (and its individual operating companies) and the companies listed as our

®  For the purposes of the industry benchmarking study, ITC’s peer group includes American Transmission

Company, LLC; Duke Energy-Indiana; Duke-Energy-Ohio/Kentucky; Exelon Corp.; FirstEnergy, Hydro One
Networks; and Xcel-Northern States Power.
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A.

peer group in the industry benchmarking study. For this analysis, the castern subsidiaries
of Exelon (PECO) and FirstEnergy (Jersey Central, Metropolitan Edison, and
Pennsylvania Electric Power Company) have been excluded, to focus on the subsidiaries
in the north central region of the US.

The data is extracted from FERC Form 1 reports for the years listed. Hydro One
Networks is also not included in the data, since they do not report their data to the FERC.

Table 3. Transmission O&M Spending per Line Mile for Industry Peer Group

{ 2008 2009 2010 2011
JiTC Holdings Corp. 7.766 5.825 8.805 9.135
International Transmission Company 12,968 10.828 13.553 13.453
Michigan Eigcteic Transmission Company, LLC 9.811 8.223 10.322 10.620
ITC Midwest LLG 3.815 3.985 5.545 6.098
Average of peers (Excluding ITC Companies) 27.273 25,590 25.041 27.886
ITC Peers:
American Transmission Company, LLC 7.662 8.342 8.868 10.091
Duke Energy - IN 6.705 5.356 7.651 6.672
Duke Energy - OH/KY 14,849 19.336 16.854 31.048
Exelon West (ComEd) 70.144 79.134 78.619 69.802
FirstEnergy West (Legacy FE Companies) 44.537 14.761 5.726 16,023
Northern States Power Company - MN 30.931 34.091 . 36.407 40.431
Northern States Power Company - Wi 16.086 18.113 20.159 21,182

Dolfars, in Thousands, per Transmission Line Mile

DOES ITC PLAN TO ADOPT ENTERGY’S MAINTENANCE PLANS?

Upon closing, the ITC Midsouth Operating Companies will initially adopt Entergy’s
maintenance plan. However, after we have fully assessed the condition of the system
from our independent perspective, ITC will over time modify the plan by imparting its
own maintenance approach as I have described above. I will discuss more about ITC’s
corporate culture and business practices that will be deployed to the Entergy transmission
system later in my testimony.
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Q40. PLEASE DESCRIBE HOW ITC’S MAINTENANCE PRACTICES HAVE LED TO
THE IMPROVED PERFORMANCE OF THE SYSTEMS IT HAS ACQUIRED.

A. In the past, upon assuming ownership of a fransmission system, ITC conducted an
evaluation of the system by studying historical records, performing planning assessments,
conducting equipment inspections, and talking to knowledgeable individuais about the
systems. The outcome of the evaluation included the identification of capital projects
that could improve system reliability and economics, development of annual maintenance
plans, and application of ITC’s operational excellence philosophy.

My affidavit submitted in FERC Docket No. RM06-4 documented the state of the
transmission facilities that ITCT acquired from Detroit Edison. ITCT acquired a
transmission system with a maintenance backlog that risked system integrity and
reliability.

Because of our sole focus on transmission, ITCT could immediately address the
backlog of projects needed to bring its transmission system up to the standard of good
utility practice. Since 2003, ITCT has replaced or newly installed nearly 50 percent of
the breakers in its transmission system and has eliminated the lengthy maintenance
backlog that ITC inherited when it acquired these transmission assets from Detroit
Edison. This major effort has increased reliability and reduced constraints by
maximizing the availability of critical equipment during the times of greatest need.

These results will be described later in my testimony.

37




10

11

12

13

14

15

16

17

18

ITC Midsouth LLC
Direct Testimony of Jon E. Jipping
PSC File No, EO-2013-0396

Q41.

Similatly, ITCMW acquired an aged transmission system from Interstate Power
and Light Company in 2007 that faced backlogs in corrective maintenance and in
implementing an appropriate vegetation management plan. The maintenance backlogs
were documented in an assessment plan — the State of the System Repoit — developed at

the request of the Minnesota Public Utilities Commission in December 2008, and

“discussed in the testimony of ITC witness Mr. Douglas Collins. ITC has applied its

maintenance philosophy to these assets, developed and implemented a robust and
proactive O&M program, and improved the performance of these systems. These results

are also described later in my testimony.

iii. Performance Metrics from Industry Benchmarking

WHAT IS THE SGS TRANSMISSION RELIABILITY BENCHMARKING
STUDY?

The SGS Statistical Services’ Transmission Reliability Benchmarking Study (“SGS
Study”), in existence since 1995, is the largest independent benchmarking forum for
electric transmission reliability, and provides a comprehensive reliability assessment at an

operating company level. The ITC operating companies participate in the SGS Study. 10

10 See Exhibit JEJ-6HC.
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Al

Q43.

WHAT ARE THE PARAMETERS AND SCOPE OF THE SGS STUDY?

2012 was the eighteenth year for the SGS Study. A total of 24 systems participated, which
comprised, by mileage, 47.8% of the US grid, 44.4% of the US/Canada grid and 51.1%
of all US/Canada circuits. The combined peak system load for the US systems in the SGS
Study was 462,368 MW or 58.6% of highest annual non-coincident total US peak load.
The ITC systems made up approximately 5% of the total circuit miles in the SGS Study
and approximately 5.3% of the SGS Study peak load.

The SGS Study utilizes five plus years of raw transmission circuit outage data,
which includes both sustained and momentary outages, The SGS Study applies common
rules to all systems to ensure the highest integrity of analysis and comparisons, Further,
the SGS Study generates commonly used IEEE performance measures related to outage

frequency, outage duration, outage rate, and transmission system availability.

PLEASE EXPLAIN THE RESULTS OF THE 2012 SGS STUDY RELATED TO
ITC’S OPERATIONS.

Companies are analyzed in comparison to other participants in the SGS Study, including
comparison based on their region!! and their peer group.12 Overall, the ITCT and METC

transmission systems are among the best-performing systems of those detailed in the SGS

1 Regions for purposes of the SGS Study are North Central, Northeast, Southeast, and West. 1TC’s systems are
within the North Central region,

12 peers are defined as a group of three or more transmission systems selected by ITC. ITC’s peer group includes
American Transmission Company, LLC; Duke Energy-Indiana; Duke-Energy-Ohio/Kentucky; Exeton Corp,;
FirstEnergy; Hydro One Networks; and Xcel-Northern States Power.
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Study. For example, in the “All Voltages” category, the report indicates that YTCT and
METC are within the top ten percent of best rated companies for sustained outages
performance per circuit (Number of Sustained Outages per Circuit). as well as for £he
average duration of circuit outages (in minutes). ITCT and METC outperform both their
region and their peer group in both categories. Exhibit JEJ-7 depicts these two metrics
for the ITC operating companies’ performance in 2011, and juxtaposes ITC’s
performance against that of the region and ITC’s peer group.

ITCT and METC are the two systems that ITC has owned and operated the
longest. ITCT has been an ITC company since 2003; ITC acquited METC in 2006. ITC
has had more time to implement its corporate philosophies for these two systems, and this
has resulted in these two companies being among the best-petforming systems of those
detailed in the SGS Study.

ITC acquired ITCMW in December 2007 and began operating and maintaining
the system in 2609. Since this acquisition is quite recent, the benefits of ITC’s operations
and maintenance practices have not fully been realized in the ITCMW system, and the
system does not yet perform as well as our longer-held Michigan companies.
Nevertheless, ITCMW performance has shown significant improvement, and continues to
trend in a positive direction. Overall, ITCMW is in the third quartile for sustained outage
performance and in the second quartile for average duration of circuit outages. In
contrast, ITCMW’s performance in 2010 was in the fourth quartile for sustained outages
and the third quartile for outage duration. ITCMW’s performance in the SGS Study also

is discussed in the testimony of ITC witness Mr. Douglas Collins.
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PLEASE EXPLAIN WHY THE BENEFITS OF ITC’S OPERATIONS AND
MAINTENANCE PRACTICES HAVE NOT FULLY BEEN REALIZED IN
ITCMW SYSTEM PERFORMANCE.

ITCMW is a different system than our other operating companies, with nearly all lines
operating below 230 kV, and a significant portion below 100kV. Many utilities that
participate in the SGS Study own little or no 34.5kV or 69kV facilitiecs. When
comparing individual voltage levels, the ITCMW 100 kV+ system ranks among the fop
quartile for overall outages and outage duration. The previous owner’s use of lower
construction standards, different maintenance standards, and a lack of capital replacement
actions all confribute to the lower performance. Lower voltage systems are inherently
less robust than higher voltage systems because the higher voltage systems require higher
construction standards, stronger structures (often steel) and larger and heavier wire sizes.
ITC is improving performance of the lower voltage system through our preventive

maintenance and infrastructure improvements.

HAS THE PERFORMANCE OF ITC’S OPERATING COMPANIES IMPROVED

OVER TIME?
Yes. ITCT has achieved a 55% improvement between 2005 and 2011 in sustained
outages caused by transmission system eqguipment. ITC’s more recently-acquired MISO

operating companies, METC and ITCMW, have achicved sustained outage improvements
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of 13% and 58%, respectively, between 2008 and 2011, This is a meaningful advance in
service availability.

HOW DOES ITC DRIVE TOWARD CONTINUOUS IMPROVEMENT IN EACH
OFITS GPERATING COMPANIES?

Continuous improvement is a process of continuous learning. We continuously think
about more efficient and creative ways of executing transmission projects, operating the
transmission system, and recovering from system disturbances and outages that impact
reliability of the grid. In order to provide the organization with the information necessary
to prevent recurrence of system outages, ITC performs an outage cause analysis of all
sustained outages on its systems. The outage cause analysis is typically performed by an
ITC engineer, and all outages are reviewed monthly by an internal cross-functional group
at ITC comprised of representatives from operational and technical areas of the company.
The goal of this team is to analyze all system events and minimize their recurrence,
through means ranging from simple actions like a change in maintenance schedule to

more complex actions like the development of an infrastructure improvement project,

PLEASE PROVIDE AN EXAMPLE OF AN OUTAGE CAUSE ANALYSIS THAT
ITC PERFORMED, AND THE RESULTING ACTIONS.

The ITCT Hunters Creek-Robin-Wabash 120 kV line was experiencing lightning-induced
outages at an abnormally high rate. Over the five year period from 2004-2009, the line
opened seven times due to confirmed lighting events, with three of the lightning events

occuiring in 2008 alone. An inspection and engineering review of the line was initiated.
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Through the outage cause analysis process, it was determined that the shielding angle on
this line was 41°. The shiclding angle is defined as the angular difference between a
vertical line and the line created by the position of the shield wire and the conductor, By
reducing this angle, the lightning protection on the line is increased. A project was
initiated and approved in 2009 to improve the lightning protection on the line. With the
addition of a second shield wire, along with double ground wire peaks, the shielding
angle was reduced down to 7.85°. Since the completion of the shield wire project in
December 2010, the line has not experienced a confirmed lightning-induced outage. A

copy of the outage cause report is attached to my testimony as Exhibit JEJ-8.

CAN YOU DETERMINE A VALUE FOR THE IMPROVED RELIABILITY ITC
BRINGS TO THE TRANSMISSION SYSTEM?

There are many ways to define the reliability of a transmission system. One very visible
measure of electric system reliability is quite simply whether the system is available., A
system that experiences routine or frequent outages, whether momentary or sustained, is
not a reliable system. When service is not available, i.e., the lights are out, end users
experience both inconvenience and loss. The discomfort and disruption of day-to-day
activities when heating or cooling is not available cannot be underestimated, although it
may be difficult to quantify the disruption in monetary terms. Residential and
commercial users are also both subject to losses for items and processes that rely on
continuous electric service. For residential users, it is often food spoilage from lack of

refrigeration; for commercial and industrial users, it can be loss of product and
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opportunity for sales. Improved reliability means less time during the year when service
is interrupted. Placing a value on the losses associated with the loss of electrical service
is one way to value the better reliability that ITC delivers. Some costs of service
inteliuptioxls, such as the hazard and delay caused by non-functional traffic lights, can be
significant but difficult to quantify. Interruption of life support systems or other critical
medical systems that lack back-up power can also be a significant factor.

The DOE’s Office of Electricity Delivery and Energy Reliability developed a tool
to estimate interruption costs and the benefits associated with reliability improvements,
located at http://icecalculator.com/. This tool takes into account the type of cusiomer,
region of the country and the estimated mix of customer types to place a value on the
reduction in such load loss events. The tool uses industry standard reliability metrics in
the calculations of the value of improved reliability.

Using data from our SGS Study benchmarking, we can determine that ITC’s
Michigan companies have a lower transmission System Average Interruption Duration
Index (“SAIDI”) than our peers or the average. This difference is about a 20 minute
improvement from the median, or second quartile transmission SAIDI performance,
Using the DOE Interruption Cost Estimator, a one minute improvement in SAIDI for
ITCT and METC results in one year savings of $7.7M. For the difference in performance
with the median utility in the SGS Study, this amounts to a value of about $153 million
per year. Exhibit JEJ-9 shows this calculation in more detail.

The calculation is based on data for the two largest load serving entities in

Michigan from 2010 and 2011, with major storms excluded. The ITCT and METC data
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reflect a three year average SAIDI from the SGS Study, given that performance changes
year over year. The calculation was made with ITC’s Michigan companies in order to

allow for a meaninigful comparison in this proceeding.

iv. Compliance with NERC Reliability Standards
PLEASE DESCRIBE ITC’S PHILOSOPHY WITH RESPECT TO COMPLIANCE

WITH RELIABILITY STANDARDS.
ITC’s goal with regard to NERC Reliability Standards is “100% compliant - 100% of the
time.”

ITC believes that the best way to achieve this goal is to create and maintain a
culture of compliance. This culture of compliance embraces a top to bottom
organizational focus. To this end, ITC has established a Reliability Compliance Steering
Committee (“RCSC”). The RCSC includes executive representation from all
Departments that have responsibility for complying with the Reliability Standards. The
executives on this committee are accountable for ensuring the compliance of the
Departments under their direction and providing the necessary support and resources to
ensure compliance. Executives are also responsible for ensuring that their groups work
cooperatively with the Compliance Director and Manager in implementing the overall
compliance program. The RCSC is chaired by the appointed Reliability Standards
Compliance Officer.

To support the direction established by the Steering Committee, a compliance

structure is in place which is comprised of a matrix organization led by the Reliability

45




10

11

12

13

14

15

16

17

18

19

20

21

ITC Midsouth LLC
Direct Testimony of Jon E. Jipping
PSC Fite No. E0-2013-0396

QSOU

Compliance Director. All of the applicable Standards have been assigned to members of
ITC’s staff based on each staff member’s expertise and role within the organization.
If incidents of non-compliance are discovered, it is ITC’s policy that they will be reported
prompily fo the NERC Regional Entities and that ITC will work cooperatively with these
NERC Regional Entities o implement mitigation plans that contain corrective actions
that both eliminate the cause of the violation and prevent future occurrences in the
subject area.

The compliance program is an active program that continues to evolve in response

to new requirements in an ever changing industry.

HOW IS THE RELIABILITY STANDARDS PROGRAM STRUCTURED?
The core attributes of ITC’s Reliability Standard compliance program are as follows:

¢ Auditability: This program allows demonstration fo management, auditors
(infernal & external), and regulators that ITC is in compliance with applicable
Reliability Standards.

* Accountability: Any ﬁerson determined to have engaged in conduct that violates
FERC or NERC rules, regulations, standards or ITC written policy and procedure,
will be required to undergo additional training, and may also be subject to
disciplinary action and, where applicable, legal action.

¢ Manageability: The program is appropriate to the size and complexity of ITC.

This encourages employees to follow the compliance program process and
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procedures (ensuring compliance) and to maintain records required for audits
without being unnecessarily burdensome.

Sustainability: The program is designed to be reviewed at least once cach
calendar year and modified if necessary.

Traceability: The program includes record requirements so that program and
Compliance Records are traceable; and time based records are linked to the
applicable Reliability Standard in effect at that point in time.

ITC has established a program to ensure compliance with the Reliability

Standards that includes:

analyzing and defining impacts of newly announced Reliability Standards, in
order to prepare for future implementation if that becomes necessary;

developing Reliability Standards implementation and compliance procedures,
resource requirements, and sustaining programs and methodologics;

working with responsible Departments to adopt and maintain reliability program
work processes and administrative reporting responsibilities;

gathering required information in its most current form and storing for easy
retrieval;

making the information available for vse, including for an on-site audit by the
Regional Entity;

communicating Reliability Standards information to management, staff, and

contracted vendors; and
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* maintaining and managing departmental stakeholder responsibilities to ensure

sustainable adherence to compliance requirements.

WHAT ARE THE RESULTS OF YOUR MOST RECENT AUDITS PERTAINING
TO NERC RELIABILITY STANDARDS?
ITC has been very successful in complying with what are called the “Order 693
Reliability Standards.” In short, the Order 693 Standards encompass operations,
planning, and maintenance - everything except the Critical Infrastructure Protection
(“CIP™) Standards. During our full on-site NERC 693 audit from August 15, 2011
through August 31, 2011, ITCT and ITCMW were both found fully compliant with each
of the 28 standards and 80 requirements for transmission owners and operators that were
included in the audit. Among those same standards and requirements, one minor
violation was identified for METC, which involved an incorrect equipment rating that
was in place for approximately two months in 2010. The violation was self-identified by
METC and corrected. ITCGP was audited in June 2012 and found fully compliant with
each of the 11 standards and 18 requirements that were included in the audit.

CIP standards were also audited during the same period. At the conclusion of the
audit, the audit team identified 15 potential violations of the CIP requirements among the
ITC registered entities in the ReliabilityFirst and MRO Regional Entities. The registered

entities are ITC, METC, ITCMW, and the Michigan Electric Coordinated System
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(“MECS”).1® This formally resulted in a notice of violation of nine NERC Reliability
Standards requirements.

The major theme that came through in the exit presentation of the CIP
Compliance audit was a need to revise our documentation and devote more time to
educating our Subject Matter Experts (“SME”) on compliance documentation
requirements, In particular, the documentation needs to be more detailed, specific and
comprehensive; it needs to be more simple and self-explanatory; and the documentation
needs to mbre clearly tie back to the requirements in order to establish satisfactory
compliance with the reliability standard. Auditors also suggested that more resources are
required to reliably maintain compliance for the CIP standards.

In keeping with our views on full compliance with applicable NERC Reliability
Standards, we developed and implemented a number of targeted corrective actions.
Lessons-learned meetings were held with all participants immediately following the
audits. We also elected to bring in outside CIP expertise to work with our SMEs to
rework all of our documentation so that we can effectively ensure and demonstrate
compliance. An important part of this effort will be to identify any resource gaps and
define the work that needs to be done so that we can add the right type and number
of resources.

Non-compliance is not tolerable in our organization, and we address each and

every instance that occurs. We learn from our failures, and we strive to achieve full

13 MECS performs certain locat balancing functions for ITC’s Michigan entities.
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compliance through proper corrective actions. This does not diminish our commitment to
compliance with reliability standards; it ensures that we are not complacent with the

status quo,

v. Storm Restoration

DOES ITC’S OPERATIONAL EXCELLENCE EXTEND TO RESTORATION OF
TRANSMISSION FACILITIES AFTER TORNADOES, FLOODS, ICE STORMS,
OR OTHER NATURAL DISASTERS?

Yes. Restoring power quickly is a core competency and area of focus for ITC. ITC
maintains a Disaster Recovery Plan!4, which provides the framework for responding to
and recovering from transmission system and facility emergencies, and for ensuring
business continuity before, during, and after the crisis. ITC is working with EAI and the
other Entergy Operating Companies to formulate a new ITC emergency operations plan
which will complement the Entergy Emergency Operations Plan and will take into
account the interactions necessary between ITC and our new customers and
interconnections in the South. 1TC follows a straightforward approach, similar to most
utilities, in organizing emergency response activities. The approach includes the
following features:

* establishment of an Emergency Operations Center with leads from key functional

arcas,

14 See Exhibit JEJ-10.
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¢ Vice President of Operations or COO serves as the Emergency Response
Coordinator. This responsibility often is delegated to a Regional Field Director
for smaller incidents;

¢ appointment of leaders for specific areas such as damage assessment, restoration,
operations, commmunications, and logistics. Personnel are assigned dependent
upon the type of incident and operating company/region(s) involved;

» emetgency response coordinator schedules and conducts periodic conference calls
to obtain updates and facilitate information sharing between all functional areas;
and

* depending upon the size of the area impacted and what distribution entities are
affected (municipal utility, electric cooperative or I0U), a liaison from ITC will
be assigned to work at the local distribution company operations center. The
liaison’s primary purpose is to ensure information flow necessary to prioritize
restoration efforts of areas affected.

In terms of resources for storm restoration, all ITC operating companies use
dedicated field O&M contractor resouices that are under contract to only do work for
ITC. ITC supplements its dedicated O&M contractor crews with capital construction
crews. Both our dedicated field O&M contractor and project specific construction crews
are large, national companies that ITC can call on for resources and logistics above and
beyond what is required by our existing Michigan and Midwest operating areas. ITC will
have the ability to leverage these existing national contractors to deploy crews to the ITC

Midsouth region in support of both storm restoration efforts and post-storm work.
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As necessary, ITC also relies on other utilities’ mutual assistance. We are
members of, and participate in, the Midwest Mutual Assistance Group and the Great
Lakes Mutual Assistance Group. We anticipate joining mutual assistance groups in the
ITC Midsouth region.

One of ITC’s strengths is our ability to mobilize quickly and effectively. The
types of weather events that impact our systems often strike with little or no warning,
necessitating the ability to respond at any moment, ITC employees and contractors excel
at prioritizing and focusing organized efforts on safely and quickly restoring the
transmission System to ensure grid reliability and prompt restoration of service

to customers.

PLEASE GIVE A SPECIFIC EXAMPLE OF A RECENT SUCCESSFUL STORM
RESTORATION BY AN ITC OPERATING COMPANY.

Central Iowa was hit by a storm in the early morning hours of July 11, 2011. The storm
carried winds of more than 100 miles per hour. At its peak, Interstate Power and Light,
the electric utility providing service to retail customers in this central part of lowa,
estimated that more than 45,000 of its retail customers lost power across a four-county
area in east central lJowa. Thousands more customers served by electric cooperatives and
municipal utilities were also impacted. The storm knocked out nine 1’61 kV lines, two
69 kV lines, and twenty 34.5kV lines across the ITCMW system, and affected

approximately 60 substations. More than 300 poles needed to be replaced. The National
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Oceanic and Atmospheric Administration said the storm was the most widespread and
damaging wind event to affect central and east central Iowa since 1998,

Within 72 hours, ITCMW restored transmission service to all customers and
customer substations that could take service, pending the repairs of their distribution
systems, Once all customer connections were re-established, crews began working to
provide back-up feeds to those substations. The secondary feeds were critical to serve the

returning load as distribution customers were returned to service.,

HOW WILL ITC UTILIZE ENTERGY’S EXPERTISE AND EXPERIENCE IN
RESPONDING TO NATURAL DISASTERS?

The new ITC Midsouth Operating Companies will leverage EAT’s and the other Entergy
Operating Companies’ expertise in storm restoration, including, in particular, ice storms
and tornado restoration efforts.

ITC has experience with many of the concepts that make Entergy successful at
storm restoration: incident command, emergency operations center, triage and
prioritization, Accordingly, ITC has the knowledge and capability to integrate the
Entergy storm restoration procedures into ITC procedures, and to execute the
transmission system storin restoration procedures with the transmission personnel we will
gain through the Transaction. Detailed, integrated storm restoration plans will be

completed prior to the closing of the Transaction and will address interactions between
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ITC and other utilities in the Entergy Region.l’ Key areas of the new ITC Incident
Command System (“ICS™) structure will be integrated with the Entergy ICS structure to
ensure continued excellence in storm restoration. This integration of re;toration plans
will ensure there is an Incident Command Structure in place for storm response upon
close. When a storm occurs, ITC and EAI employees, both management and non-
management, will collectively assess the storm’s effect on their respective systems and
develop a plan to return the transmission system and the customers connected to it to
service, ITC will rely on the experience it has gained through its existing operating
companies in working with local distribution companies in storm restoration efforts, We
understand how to staff an emergency operation, and we will be able to work with EAT
distribution personnel, adjacent transmission control centers, electric cooperatives and
municipal utilities, and independent generators to restore the system as quickly, safely,
and reliably as all stakeholders and regulators have become accustomed to,

Most importantly, the Entergy transmission business’s expertise and experience in
responding to natural disasters will be maintained. A number of the Entergy transmission
business’s experienced transmission storm response employees will move to ITC with the
Transaction, utilizing substantially the same processes for dealing with catastrophic
events. This best practice will be a great asset, allowing the world-class storm restoration

efforts to continue after the Transaction is closed.

15 The Entergy Region generally covers the footprint of the Entergy Operating Companies, which ranges from the
Gulf of Mexico to the Missouri-Arkansas border, and from the western half of Mississippi to southeastern Texas,
The Entergy Region includes not only the Operating Companies, but also a number of rural electric cooperatives,
municipal power agencies, independent power producers, and other market participants,
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AFTER THE TRANSACTION CLOSES, HOW WILL ITC AND ENTERGY
COORDINATE RESPONSE TO A MAJOR STORM THAT AFFECTS THE EAI
REGION?
ITC and EAT will interact before, during, and after a major storm. Notably, during such a
storm, ITC and EAI each will have a Liaison Coordinator at the other organization’s
command center, which facilities will be located physically next to each other in Jackson,
Mississippi. Each Liaison Coordinator will be assigned to work in conjunction with the
other organization to relay information, and to serve as a central point of coordination
between the respective command centers.

Part of each Liaison Coordinator’s responsibilities will be to ensure that ITC and
the Entergy Operating Companies are aligned with respect to coordination of the
restoration priority of transmission lines and both ftransmission and distribution

substations.

HOW WILL TRANSMISSION RESTORATION PRIORITIES BE DETERMINED
AFTER AMAJOR STORM?

After major events, ITC’s priority has been to restore the transmission system fo service
as quickly and safely as possible, including restoring transmission lines that serve critical
facilities. ITC will continue this practice and will seek input from EAI and other
distribution and wholesale entities served by ITC’s transmission system, the MISO

Reliability Coordinator, and government and/or regulatory bodies as needed. .
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PLEASE EXPLAIN HOW ITC WILL COORDINATE RESTORATION OF
DAMAGE TO TRANSMISSION FACILITIES.

The ITC Midsouth Incident Commander will have primary decision-making
responsibility for restoration of damaged transmission facilities, with input from ITC’s
Planning Section. As part of the restoration process, ITC also will seek information and
input from Entergy and other entities including embedded electric cooperatives,
municipal utilities, and adjacent utilities. Coordination of this type is key to restoring
damaged facilities safely and efficiently, particularly since ITC will follow the same

process of adding load back to the system that Entergy currently follows.

vi. Procurement

PLEASE PROVIDE AN OVERVIEW OF THE ITC SUPPLY CHAIN AND
PROCUREMENT MANAGEMENT PHILOSOPHY.
ITC’s supply chain organization’s primary objectives are improving safety, reliability and
transmission system accessibility, and achieving the lowest total cost of transmission.
ITC then identifies those practices that help achieve these objectives more effectively and
efficiently than any other methodology. To that end, ITC has been able to leverage
numerous supply chain relationships and develop strategic alliances with vendors to
obtain compeltitivély'priced goods and services in a timely manner,

ITC is interested in total life cycle costs. This is evident in our maintenance

practices I previously discussed, and it is evident in our supply chain strategy, as well.
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ITC uses a competitive bid process in which total life cycle costs are compared when
establishing its alliances. ITC considers strategic manufacturing capability, proximity to
delivery area, ability to meet schedule requirements, best overall cost structure, and
supplier -reliability/quality in awarding alliances. 1TC’s alliance pricing typically takes
the form of firm unit prices with an index-based escalation clause. But ITC also may
employ firm estimated prices that are trued up after the work is completed and “open
book,” cost-plus pricing based on actual direct costs of materials and labor with fixed
overhead and profit.

Alliances generally have a three to five year term. During this time, ITC Supply
Chain and technical experts monitor the supplier or contractor’s performance and meet
approximately once per quarter to work on common goals, solve any quality or service
problems, and forecast needs. ITC also audits its alliances periodically. Audit results are
addressed with the supplier or contractor to improve contract compliance and

supplier management.

PLEASE DESCRIBE ITC’S SUPPLY CHAIN AND PROCUREMENT STRATEGY

IN MORE DETAIL.

ITC’s supply chain strategy for major equipment and services relies on a tactical
procurement approach for various types of products and services, This is shown in
Exhibit JEJ-11 which categorizes the “value” of the product or service to ITC and also
the “market complexity” in obtaining the product or service. The “value” axis is

reflective of the product’s importance to ITC’s business and to system reliability. The
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“market complexity” axis is reflective of the number of suppliers that provide the product

or service, and the relative difficulty in obtaining it. Low “market complexity” is

reflective of lower risk, and means there are many suppliers, few barriers to entry, little

competitor rivalry, or multiple substitute products or services. High “market complexity”

is reflective of higher risk, and means there are few suppliers, significant barriers for new

suppliers to enter the market, no substitutes, strong competitor rivalry, or a highly

technical product. The more important the service or product is to making or keeping

ITC’s transmission service reliable, the higher it ranks along the value axis continuum,

Using the four quadrants of market complexity and value, ITC tailors its

procurement activitics based on the characteristics of the particular quadrant.

High Value / High Complexity Quadrant 4 (“Strategic”). These services and
ifems are strategically important to ITC’s core business. Therefore, ITC uses
long-term partnering type agreements to ensure high quality supply, emergency
responsiveness, etc. Since these services and commodities are strategically so
significant, they are standardized as much as possible. The standards are used for
inventory, design, construction and maintenance. The strategy transcends
multiple departments across the organization. Even at the planning level, for
generator interconnection work, due to long-term agreements and standardization,
lead-times for the entire process is more predictable than otherwise would be
possible. The format of ITC’s “Strategic” commodities and services relies on
primarily “open book™ (actual costs plus negotiated profit) agreements for

maintenance and construction services, transformers, steel poles and conductor.
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Low Value / High Complexity Quadrant 3 (“Critical”); These services and
materials may be acquired through a traditional open book agreement or a hybrid
of the open book agreement, such as one with a price list that is trued
up/reconciled annually to actual costs plus a negotiated fee. These services and
items are critically important to the company’s core business, but may not cost as
much as those in Quadrant 4,

High Value / Low Complexity Quadrant 2 (“Leverage”™): ITC pools its
commodities or services into categories of similar products and services to
leverage its spend volume with key suppliers and drive a lower total cost, improve
warranties and obtain value adds from its suppliers. To optimize this strategy,
stakeholder teams work hard to standardize product descriptions and set them up
as inventory items. This permits ITC’s inventory planning éystem to assist in
replenishment orders so that products are readily available for capital projects or
emergency maintenance,

Low Value / Low Complexity Quadrant 1 (“Transactional”): These items may be
handled on a one-off basis or through blanket orders to reduce transaction costs
and increase efficiency and consistency.

Services and commodities that fall into Quadrants 3 and 4 are overseen by the

Director of Supply Chain, and managed by a dedicated Supply Chain Manager, a lead

buyer, and SMEs or internal stakeholders. The supplier or contractor also provides an

executive sponsor and a key account lead, and will involve its key stakeholders such as

design engineers or logistics personnel. Meetings are typically held quarterly; however,
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for the key individuals from each company, communication is frequent and often daily.
The parties work together to develop service level plans with long to medium term goals;
work and materials are forecasted; suppliers are involved earlier in projects under
development; and process improvements and efficiencies are promoted, shared and
documented.

Approximately 70-75% of ITC’s Supply Chain spend in 2011 was in Quadrants 3
and 4 — the two quadrants with high market complexity. Many ITC)'supplier relationships
have been in place for five or more years. This has permitted 1TC’s Supply Chain to
aggressively manage its Quadrant 2 services and commaodities with an ongoing cross-
functional team. These are typically handled with a Supply Chain manager and buyer
lead as well as internal stakeholders in a similar fashion to the Quadrant 3 and 4 alliances.
Since the overall spend is not as great and the risk is lower, these supplier relationships
are often given to supply chain buyers to develop their leadership skills. Managing our
supply chain relationship in this fashion has allowed us to focus our efforts with the right

personnel for the right procurement activities.

HOW DOES ITC ENSURE IT IS GETTING THE BEST OVERALL VALUE?

ITC looks at total life cycle costs when evaluating its suppliers. Because of ITC’s
familiarity with our suppliers’ manufacturing processes, we can be confident in their
quality and delivery performance. Our construction contractor relationships bring

efficiency and economies of scale to our projects,
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Periodically, we also go to market to bid large capital equipment and construction
projects. When considering suppliers and overall value, 1TC’s primary objectives are
best in class safety, reliability, accessibility, competency in delivering a quality product,

and achieving the lowest total cost of transmission.

HAVE YOU IDENTIFIED A DOLLAR AMOUNT OF SAVINGS THAT WILL BE
ATTAINED THROUGH THE TRANSACTION?

To date, we have focused more on how we will go about achieving the savings after the
Transaction closes, rather than trying to identify specific cost savings that we can bring to
the region. Much of the work involves more detailed reviews of the existing procurement
contracts that Entergy maintains, and then meeting with vendors and suppliers to work on
new agreements going forward.

Nevertheless, ITC does expect that our supply chain philosophy and alliance
pricing will be able to lower costs in the Entergy Region. ITC expects that by
categorizing procurement costs for the new ITC Midsouth Operating Companies in the
same fashion as we have done for our existing operating companies, we will be able to
enter long-term arrangements for our new strategic and critical sourcing needs.
Standardization going forward may help us leverage savings for additional spending with
existing suppliers to the extent they are able to meet our needs in the new operating
footprint. We believe our efficiencies and successes in supply chain management will
provide meaningful opportunities for cost savings as we negotiate alliances with

Entergy’s current suppliers and with our own existing suppliers.
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Q63.

Q6d.

WILLITC’S SUPPLIERS SUPPORT YOUR EFFORTS TO EXPAND?

We expect so. Historically, ITC’s suppliers have been supportive and understanding of
the fact that as ITC grows, they will grow as well. Two of ITC’s criteria for selecting an
alliance partner are the supplier’s capacity and long-range growth plan. This past spring,
we reached out to many of our suppliers to seek their feedback on our alliances and how
they might view the Transaction. Their responses were quite favorable; I have included

several response letters we received as Exhibit JEJ-12.

WHAT WILL BE ITC’S APPROACH TO ENTERGY TRANSMISSION’S
EXISTING SUPPLIERS?

We will review the terms of supplier agreements in place at Entergy, I'TC hopes to utilize
or expand those relationships, especially for suppliers that are local to the ITC Midsouth

transmission system.

vii. Stakeholder Relations

HOW DOES ITC’S ENGAGEMENT WITH STAKEHOLDERS HELP IT
ACHIEVE OPERATIONAL EXCELLENCE?

Since our only line of business is the ownership, operation and maintenance of
transmission systems, it is imperative that we develop business practices that demonstrate
our commitment to improving the operating performance of those systems. We have a
Stakeholder Relations Department that reports up through the Vice President of

Regulatory and External Affairs. The Stakeholder Relations Department is committed to
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the continuous improvement of ITC’s customer service and communications experience,
focusing on providing solutions on matters including electric reliability, power quality
improvements, system capacity and transmission infrastructure improvements., One
example of this has been the establishment of regularly scheduled meetings with several
stakeholders to review outage cause analyses for unplanned transmission outages, the
effects of those outages on power quality, relevant policy issues, and the consideration of
any needed improvements to provide better quality service. The frequency of these
meetings depends on the customer’s desires. Future planned outages that may impact
stakeholders are discussed to coordinate the scheduling to minimize any potential impact
to a stakeholder.

Our Stakeholder Relations Department also solicits economic development
information to share with system planners and participates in facilitating construction
meetings to monitor key activities and deliverables. All of these concepts pertaining to
stakeholder relations are laid out in more detail in the testimony of ITC witness

Mr. Thomas Wrenbeck.

HOW DOES ITC’S EXPERIENCE IN ITS CURRENT OPERATING
COMPANIES PREPARE IT FOR STAKEHOLDER RELATIONS IN MISSOURI
AND THE ENTERGY REGION?

ITC’s Michigan companies operate in a region dominated by a significant number of
large industrial installations, such as automotive assembly plants, automotive parts

suppliers, and steel and chemical plants, ITC is very aware that, for an industrial facility,
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a single momentary outage can cause hours of delay and cost thousands of dollars. ITC’s
operating philosophy is to work closely with large industrial customers to optimally
schedule maintenance or upgrade work on transmission facilities that may affect the
customer. ITC balances restoration priorities and strives to minimize any power quality
effect on industrial customers. We recognize there are a significant number of major
industrial loads in the Entergy Region, from the petro-chemical refineries along the
Mississippi River and the Gulf Coast, to the steel mills in northern Arkansas, to
automotive manufacturing facilities in Mississippi. Our relationships and experiences in
Michigan are comparable to the relationships we will develop and maintain in Missouri
and in the broader Entergy Region.

As an example of ITC’s approach to industrial customers, consider a request from
an existing industrial facility operating in the METC service territory. This particular
customer requested a new load interconnection of hundreds of megawatts. ITC made the
request a top priority, and met monthly with the customer and its electric distribution
utility, Consumers Energy, to address the customer’s needs. ITC proposed a project to
MISO, who then in turn approved the project as an Out-of-Cycle review project to ensure
we would meet the customer’s needs, including their need for expedited completion.16
The project was completed on time, allowing the company to meet its growing electric

demands, and was designed to meet the unigue reliability needs of the facility, which is in

16 The MISO Qut-of-Cycle review process provides for MISO approval of a transmission project to meet
immediate needs, outside of the norinal MTEP project review process, as discussed in the testimony of ITC witness
Mr. Thomas Vitez. The process is generally reserved for new load growth (industrial or commercial) or newly-
identified system needs.
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nearly continuous operation during the entire year. Equally as important, the project
strengthened the transmission grid in the vicinity of the customer’s facility by converting
the existing substation to a more robust and reliable substation topology suitable for
future growth and expansion of the transmission system. Again, ITC witness Mr, Thomas

‘Wrenbeck discusses the stakeholder relations function in more detail.

VI. BUSINESS INTEGRATION EFFORTS
A. Project Management Organization

HOW WILL ITC ENSURE THE CONTINUED RELIABILITY OF THE
TRANSMISSION SYSTEM FOLLOWING THE CLOSE OF THE
TRANSACTION?

We have put a schedule and process in place designed to ensure a seamless transition of
ownership and operation of the transmission business from the Entergy Operating
Companies to ITC. To facilitate the integration of the Entergy transmission business into
ITC at close, a Project Management Office (“PMO”) has been established. The PMO is
led by senior executives from both companies. I represent ITC; Joe Domino (Entergy
Corporation’s Chief Integration Officer) represents Entergy Corporation. We are assisted
by a PMO support team. To help steer us in the right direction and keep us focused on the
activities that will facilitate timely and effective execution, we have developed a set of
principles to guide us through the integration process. For example, one guiding
principle is that ITC will lead the transmission business integration. Another is that

Entergy Corporation will make decisions about the transmission business separation, the
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remaining Entergy Operating Companies, and MISO integration. ITC will provide input
and guidance regarding the separation and MISO integration, focusing on decisions that
impact ITC's integration of the transmission business. Several other guiding principles
deal with the integration efforts, separation efforts, and overall integration of the
two companies.

As part of the integration structure, we have established teams that represent the
various business areas that will be affected by the Transaction. Each team has an ITC and
an Entergy lead. The integration activities have been structured in the following phases:

*  Analysis,

¢ Pre-Design,

* Design,

¢ Implementation Planning, and
¢ Implementation.

The Analysis phase was designed so that each company would gain sufficient
information from the other in order to make informed decisions about the design of the
post-integration companies. The teams met regularly, visited each other’s headquarters
and field locations and assessed similarities and differences between the organizations.
This work started at the end of February 2012 and lasted approximately two months.

The Pre-Design phase consisted of a series of workshops during which the PMO
met with each team and identified key IT system and overall business integration
challenges to be addressed on Day 1, which is the first day ITC would own and operate

the Entergy transmission assets.
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The Design phase was completed in the fourth quarter of 2012. This phase
focused on developing Day 1 organizations, assessing and selecting key processes and IT
systems. This naturally transitioned into the Implementation Planning phase, addressing
both Day 1 implementation (closing) and in some cases, Day 2 (some tirﬁe after closing).

Implementation will follow Implementation Planning, and will last through close
and beyond in some cases. Day 2 work will be driven by what will be required to
complete the services provided under the Transition Services Agreement (“TSA™), which
is discussed later.

Several key milestones in the implementation have already been identified. The
companies are working on the processes by which they will place Entergy employees into
the ITC organization, ITC has committed to bring approximately 750 Entergy employees
to ITC as part of the Transaction. Employee selection started in October 2012 and was
recently completed.

Other important areas of focus include the decisions and work to separate IT

systems, control centers, and establish ITC facilities in the South.

HOW WOULD ITC AND THE ENTERGY OPERATING COMPANIES
INTEGRATE THEIR OPERATING FUNCTIONS?

Through the PMO process, various business integration teams, comprised of subject
matter experts from both companies, are reviewing every function we perform and
determining how the function should be performed when the Entergy transmission

system has been merged into ITC. Take, for example, non-storm related outage
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procedures. ITC will be responsible for responding to non-storm equipment outages on
the 69 kV and above transmission system. To the extent such outages affect the lower
voltage system or customers (EAI, electric cooperatives or municipal utilities) the
response will be coordinated between the transmission operations control room and the
control room(s) of other affected entities. We have assembled a business integration team
that will be developing the specific communication and coordination protocols that will
be deployed after the Transaction closes. It is anticipated that these coordination
protocols will include coordination of field crews in a ‘first responder’ mode for damage
assessment and/or equipment restoration. Under this arrangement, the closest qualified
utility crew may perform damage assessment or equipment restoration on the other
party’s system, under the direction of the applicable operations control room,

Similarly, the processes for transmission system upgrades, transmission system
maintenance, new interconnections for transmission voltage level retail customers,
switching procedures related to emergency maintenance and a number of other topics are
being studied by the business integration teams to determine how those activities will
take place following the close of the Transaction. The specifics have not been determined

at this time, but will be identified during the business integration process.
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WHAT ARE SOME EXAMPLES OF ITC’S BEST PRACTICES THAT HAVE
BEEN IDENTIFIED THROUGH THE INTEGRATION PROCESS AND ARE
BEING CONSIDERED FOR APPLICATION ON THE ENTERGY
TRANSMISSION SYSTEM?

One best practice ITC employs is centralized transmission line outage planning and
scheduling for construction and maintenance activities, Outage planning and scheduling
for construction and maintenance activities is centralized in the Operations Department at
ITC. This streamlines the process and allows a central organization to set priorities in
concert with other known system configuration issues. This practice optimizes our
ability to leverage outage windows for multiple construction and maintenance project
needs. It also minimizes inefficiency that might be caused by iterations of requests
and denials.

Another best practice in Operations is our use of a single control room. Our
control room performs both switching and tagging for maintenance activities as well as
reliability monitoring.  Entergy has separated these activities both functionally
and physically.

A third best practice I want to highlight is our use of a centralized relay
performance work group. ITC’s relay performance group within our Asset Management
Department is responsible for supporting operational functions by investigating system
protection operations, recommending corrective actions, and reviewing results of field
work. The centralized relay performance group enhances our ability to have a consistent

system-wide approach to relay protection procedures, documentation and 24 hour
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technical support, and provides an improved focus on capital projects by separating
operational support activities from capital project workload and leveraging critical and
unique relay engineering skills. The relay performance group also ensures system
protection maintenance results are reviewed and that documentation is completed
(including the field technician’s signature), ensuring accountability through a formal

review and forming a basis for further asset management program enhancements.

ARE THERE BEST PRACTICES THAT ITC WILL ADOPT FROM ENTERGY?
Certainly. Our integration teams have been looking at practices in both companies, and
our intention is to use the best practices from both companies, as appropriate. For
example, Entergy has some very robust views about CIP compliance. Entergy has an
executive focused exclusively on CIP compliance, whereas at ITC the highest level
position focused exclusively on CIP compliance is at the manager level. Entergy has also
taken advantage of the ability to delegate some of the CIP Senior Manager authority and
functions whereas ITC has not. These are some of the things we will need to look at as
we continue to refine our CIP program,

Many other best practices are being looked at between the two companies. Some
practices are still being examined to see which company’s way of performing a function
is better. As the integration teams move further through the integration activity phases,

more best practices will emerge.
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B. Organizational Structure and Management Oversight

Q70. PLEASE DESCRIBE ITC’S ORGANIZATIONAL STRUCTURE.

A,

ITC is governed by an independent Board of Directors. This Board is comprised of
knowledgeable individuals with no affiliation to any market participant, and, with the
exception of Mr. Joseph Welch, no affiliation with ITC other than the Board appointment
itself.

Mr. Welch is the Chairman of the Board, President of ITC, and Chief Executive
Officer. Reporting to Mr. Welch are Mr. Cameron Bready, Executive Vice President and
Chief Financial Officer; Ms. Linda Blair, Executive Vice President and Chief Business
Officer; Mr. Daniel Oginsky, Senior Vice President and General Counsel; and me,
Executive Vice President and COQ. Also reporting to Mr. Welch are a Director of
Strategic Initiatives and a Director of Corporate Compliance.

Reporting to Mr. Bready are the Vice President of Finance and Treasury, the Vice
President and Contfroller, the Vice President of Grid Development, the Director of
Finance Projects and Investor Relations, and the Director of Internal Audit.

Reporting to Ms. Blair are the Vice President of Human Resources, the Vice
President of Federal Affairs, and the Vice President of Regulatory and External Affairs,
Also reporting to Ms. Blair are the President of ITC Michigan (responsible for our ITCT
and METC subsidiaries) and the President of ITCMW.,

Reporting to Mr. Oginsky are the Vice President and General Counsel of Utility

Operations and the Vice President and General Counsel of Enterprise Operations,
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I discussed the organization of the Executive Vice President and COO in detail at

the beginning of my testimony. A high level Organization Chart depicting all of these

reporting relationships is included as Exhibit JEJ-13.

WHEN THE TRANSACTION CLOSES, HOW WILL ENTERGY’S CURRENT
TRANSMISSION EMPLOYEES BE INTEGRATED INTO ITC’S EXISTING
ORGANIZATIONAL STRUCTURE?

ITC will employ an organizational structure that augments the performance
accountability of a traditional operating company line-reporting structure with corporate-
level governance and oversight for operating functions: Planning, Engineering,
Construction, Operations, and Asset Management. I will refer to this as the Governance
and Oversight model, or G&O model.

In the case of traditional corporate services (e.g., Finance and Accounting, Human
Resources, l.egal, and Supply Chain), ITC will expand its current practices and
organizations to accommodate the ITC Midsonth Operating Companies, however the
governance model in these areas will not fundamentally change. Corporate support staff
located in the south will have traditional hard-line reporting into ITC’s corporate
organization.

This Transaction will significantly increase ITC’s employee population. In order
to effectively manage the new organization, we are going to take this opportunity to
evolve to a new organizational structure that will support the larger regional footprint in

which we will operate. To ensure business and operational continuity, we will leave
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many of the existing reporting relationships in the operating functions named above in
place for the ITC Midsouth Operating Companies. While the ITC Midsouth Operating
Companies will have accountability for performing various functions in its footprint, ITC
will ensure that the ITC Midsouth Operating Companies incorporate the corporate
management and operational philosophies that have made ITC successful through its
independent business model. This approach ensures that ITC standards are implemented

throughout the new ITC Midsouth Operating Companies.

PLEASE DESCRIBE THE ORGANIZATIONAL STRUCTURE YOU WILL
EMPLOY FOR THE ITC MIDSOUTH OPERATING COMPANIES,

There are four components to the G&0O model ITC will employ for the operating
functions of the ITC Midsouth Operating Companies. First, there is a Governance aspect,
in which the ITC corporate organization maintains the accountability to set policies and
rules for a function and guides the development of methods, procedures, and practices at
the ITC Midsouth Operating Companies. Think of this as seiting corporate standards for
the organization. The second aspect is Oversight. This, too, is a corporate level function,
and ensures that the Governance objectives are properly implemented at the ITC
Midsouth Operating Companies by monitoring performance and outcomes. ITC has
performance goals that are monitored for all of its existing operating companies.
Similarly, the ITC Midsouth Operating Companies will have performance goals that are

reflective of ITC’s expectations. These performance goals focus on the core elements of
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operational excellence, e.g., safety, preventative maintenance, NERC compliance, capital
and O&M expenditures, and reliability.

The final two aspects of the model — Support and Perform — will occur at the ITC
Midsouth Operating Companies, which will be responsible for developing and
implementing the plans to achieve the results defined by corporate and ensuring they
have the appropriate resources to do this. The I'TC Midsouth Operating Companies will
have the accountability to manage their organization and resources to meet the
performance objectives for the organization; however, ITC will set the goals through
Governance and Oversight so that the ITC Midsouth Operating Companies are held
accountable to ITC’s performance standards.

For example, ITC corporate will set the reliability goals for the ITC Midsouth
Operating Companices; the ITC Midsounth Operating Companies will be held responsible

for meeting them.

HOW WILL THIS ORGANIZATIONAL STRUCTURE BE IMPLEMENTED FOR
THE FORMER ENTERGY EMPLOYEES?
The ITC Midsouth Operating Companies will be directly responsible for ensuring the
safe and reliable operation of the former Entergy transmission grid. ITC corporate
management will provide additional oversight as described above.

ITC employees working on the ITC Midsouth transmission system will remain
responsible for operating the transmission system in a safe and reliable manner and

maintaining the assets in a condition to ensure their availability when called upon. The
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ITC Midsouth Operating Companies will be responsible for coordination with local
governments and utilities for emergency restoration efforts. This governance model
ensures that ITC’s corporate philosophy is being carried out at the operating level by
setting standards and performance objectives for the ITC Midsouth Operating
Companies’ management to implement. Other functions, such as Regulatory Strategy
and Stakeholder Relations, will report up to the Chief Business Officer, even though they
will be located in the local ITC Midsouth Operating Company offices. Organizational

design is underway right now to finalize some of these decisions.

CAN YOU GIVE EXAMPLES OF HOW THIS WILL WORK?

Yes. One of ITC’s operational objectives is that our system operators, called
Transmission System Coordinators, be certified to the highest level of NERC certification
— the Reliability Coordinator. This is voluntary on our part, but it is important for our
operators to have the in-depth operational knowledge that the Reliability Coordinator
certification level demonstrates. This is an example of a governance objective that would
be set from the corporate level. The line organizations would be required to implement
the objective. It will be the responsibility of ITC corporate, in this case the Vice
President of Operations, to confirm that the ITC Midsouth Operating Companies have
met this objective, Our Vice President of Operations might conduct an audit of all
control room operators to determine how many have achieved the requisite certification
level, and may require the operating company management to implement a plan by which

any operators not at the required level become certified within a certain amount of time.
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In another example, ITC employees dedicated to the ITC Midsouth Operating
Companies’ activities will perform the Planning function for the ITC Midsouth Operating
Companies. However, the standards and planning criteria to which they perform this
work will be set by ITC’s corporate Planning organization. ITC will monitor the studies
conducted and satisfaction of the customers requesting interconnection or other types of
service. Through its robust stakeholder management process, any guestions or concerns
raised by customers will immediately be addressed, as appropriate. ITC conducts regular
customer satisfaction surveys for its operating companies to identify ongoing customer
concerns and monitor how ITC is meeting customers’ expectations. In addition, ITC

proactively monitors the status of all capital projects being constructed.

WHAT ARE THE ADVANTAGES OF LEAVING OPERATING
RESPONSIBILITIES WITH THE ITC MIDSOUTH OPERATING COMPANIES?
One key reason for continuing to maintain responsibility for operations with the ITC
Midsouth Operating Companies is to ensure continuity of reliable service from the
moment we close the Transaction. Local stakeholders have become accustomed to
working directly with local transmission employees. We want to ensure that these
relationships continue after the Transaction is consummated. We also want to ensure that
local and regional management is empowered to make decisions about circumstances and

situations that are occurring at the local and regional level.
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Q76. WHERE WILL ITC’S REGIONAL HEADQUARTERS BE LOCATED?

A.

Q77.

Pursuant to Section 1.18 of the Merger Agreement, ITC will establish and maintain a
regional headquarters in Jackson, Mississippi, where the headquarters of the Entergy
transmission business currently is located, for a period of not less than three years. This
is where many of the engineering, planning, information technology, and other centrally
located departments will be located. ITC will also have offices throughout the service
territory, including Arkansas, to house regulatory, state governmental affairs, local
governmental and community affairs, and customer relations functions. This will ensure
that retail regulators and local government officials will have local regulatory and
governmental affairs contacts. ITC also will establish warchouse facilities and other field
crew offices throughout the service territory to facilitate the timely restoration of the

transmission system and respond to extraordinary system needs.

HOW WILL ITC ASSURE THAT IT IS STAFFED SUFFICIENTLY FOR DAY-
TO-DAY OPERATIONS UPON CLOSING?

As provided for in the Employee Matters Agreement (“EMA”), approximately 750
Entergy employees will become ITC employees. The EMA established an integration
team for the purposes of employee selection, consisting of eight members, four from each
company. A goal of the integration team is to assurc that ITC will have sufficient
operational and management employees to operate and manage the new ITC Midsouth

Operating Companics.
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Q78.

Approximately half of the 750 employees who will move to ITC are employees
working in the Entergy transmission business today. After the closing of the Transaction,
certain Entergy transmission business management will serve in an executive capacity at
ITC, and will help to ensure a successful transition and continuity of operations. Very
few, if any, employees will be asked to relocate outside the Entergy Operating

Companies’ footprint.

C. Transition Services Agreements

WHY ARE THE TRANSITION SERVICES AGREEMENTS NEEDED?

ITC and Entergy Corporation have determined that Transition Services Agreements
(“TSA”) are necessary for a period not to exceed two years, subject to FERC approval, to
assure the continuity of reliable operation of the transmission systems and to support the
smooth, efficient transfer of these systems from the Entergy Operating Companies to
ITC. ITC, Entergy Services, Inc. (“ESI”)!7, and the Entergy Operating Companies will
enter into two TSAs: one for services from ESI and the Entergy Operating Companies to
ITC and one for services from ITC to ESI and the Entergy Operating Companies, Copies
of the Transition Services Agreements are attached hereto as Exhibit JEJ-14. These TSAs
will be structured to retain and ensure ITC’s independence and its independent operation

of these new systems. Compliance with FERC’s Standards of Conduct for Transmission

17 BSI is a subsidiary of Entergy Corporation that provides technical and administrative services to all the Operating
Companies. ESI frequently acts as agent on behalf of all the Operating Companies in proceedings before the FERC,
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Q79.

Providers will be required. Services will be performed under the direction, supervision
and control of the service recipient, e.g., ITC will supervise the provision of services to it
by ESI and the Entergy Operating Companies. These TSAs also will enable ESI and the
EQOCs to develop new capability to replace the services provided by the employees and
systems that will move to ITC. All services will be provided at cost, with no profit

margin.

PLEASE DESCRIBE GENERALLY THE TSA UNDER WHICH ESI AND THE
ENTERGY OPERATING COMPANIES WILL PROVIDE SERVICES TO ITC.
ESI and the Entergy Operating Companies will provide services to ITC in the following
areas:

o field support services (including services related to maintenance activities and
maintenance support; restoration activities; project construction and management;
safety and skills training for field employees; warehousing; and materials
management);

* cngineering support services (including services related to right of way and
casement acquisition; permit acquisition; engineering design; system protection
engineering and consulting; IT and telecom support; engineering and technical
support; and access to drawings, records and other technical information until
separation can be completed);

¢ site access services (including services related to substation site access; facilities

access; physical security monitoring and access control); and
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* corporate support services (including access to business systems),

ESI and the Entergy Operating Companies will provide these services at cost, and
in accordance with good utility practice. EST and the Entergy Operating Companies will
be paid all verifiable direct and indirect costs allocated in accordance with the
methodology employed historically by ESI and the Entergy Operating Companies for the

provision of services to affiliated entities and business units

Q80. PLEASE DESCRIBE GENERALLY THE TSA UNDER WHICH ITC WILL
PROVIDE SERVICES TO THE EOCS.
A, ITC will provide services to ESI and the EOCs in the following areas:

o field support services (including planned maintenance and unplanned service
restoration for the distribution system where Entergy distribution resources are
not geographically available; project construction and management activities on
the distribution system for projects that cross over the Transaction closing period;
continued use of vehicles, tools and equipment until suitable replacements can be
deployed; warehousing; and maintenance support);

¢ cngineering support services (including storage of and access to drawings, records
and other technical information until separation can be completed; technical
support services for the acquisition of rights of way and easements for the
Distribution substation projects that cross over the transaction close period;
acquisition and maintenance of various required permits; system protection and

SCADA support; and automated loadshed program support);
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QS1.

Q82,

¢ site access services (including physical security monitoring and access control);
and
* corporate support services (including access to business systems; access to stored
information necessary for continuity of operations across the transaction closing
period; and reliability compliance documentation).
ITC will provide these services at cost, and in accordance with good utility practice, and

will be paid all verifiable direct and indirect costs.

WHAT IS THE PROPOSED TERM OF THE TSAS?

The term of the TSAs would be one year, with up to two, six-month extensions of the
agreements if reasonably necessary to continue the transition of particular services from
the company providing the service to the service recipient company. ITC and Entergy
expect that the majority of services under the TSAs will not be required for more than
one year. FERC must approve these TSAs. FERC has approved comparable transition
services agreements in connection with previous ITC transactions.

WILL ITC HAVE TﬁE ABILITY TO OBTAIN ALL NECESSARY HEALTH,
SAFETY AND OTHER PERMITS?

ITC has the resources necessary to obtain any health, safety and other permits required to
do business in all jurisdictions. This includes obtaining all necessary franchises, ITC’s
operating companies currently operate in seven states, and ITC is experienced in health,

safety, environmental, and other regnired permitting.

81




2

ITC Midsouth LI.C
Direct Testimony of Jon E. Jipping
PSC File No, EO-2013-0396

Q83. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes,
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COMES NOW Jon E. Jipping, of lawful age, sound of mind and being first duly
sworn, deposces and states:

I. My name is Jon E. Jipping; I am Executive Vice President and Chief
Financial Officer (“COO”) of ITC Holdings Corp.

2, Attached hereto and made a part hereof for all purposes is my Direct
Testimony in the above-referenced case.

3. I hereby swear and affirm that my statements contained in the attached
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HISTORICAL CAPITAL INVESTMENTS
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SPEARVILLE TO AXTELL PROJECT MAP




S

7

Saretasie
T "Ogurdick

o

.8

H

;

. _,__,._H‘._-AOV—.-»-\




BEFORE THE MISSOURI PUBLIC SERVICE COMMISSION

In the Matter of the Joint Application

of Entergy Arkansas, Inc., Mid South
TransCo LLC, Transmission Company
Arkansas, LLC and ITC Midsouth LLC
for Approval of Transfer of Assets and
Certificate of Convenience and Necessity,
and Merger and, in connection therewith,
Certain Other Related Transactions

File No. EO-2013-03%6

EXHIBIT JEJ-4

2011 EEI SAFETY SURVEY RESULTS
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Results — Comparison to P

¢ |TC participated in Edison Electric Institute’s (EEI) annual Safety Survey
— Included ITC and ULC employee hours and safety information for 2011

— 72 survey participants are a mix of transmission, distribution. generation and verticaily 3
integrated utifities

— With only 5 recordable injuries and only 1 of these being a lost work day case, ITC was in the
top decile for both recordable injuries and lost work day casesin 2011. :

Recordable Incident Rate Lost Work Day Case Incident Rate
AFITC & ULC Al ITC & ULC

2.5 4 0.5 -

BITC Annual Target
RITC Actunl Performansa
BEEI Top Decle

EEl Avarage Rate
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REACTIVE VERSUS PREVENTATIVE MAINTENANCE TREND
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ITC OUTAGE RELIABILITY METRICS 2011
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OUTAGE CAUSE ANALYSIS REPORT AND DOCUMENTATION
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14 =Fire

15 = Vandalism, Terrorism, Malicious Acls
16 = Feited AC/DC Termninal Equipment

V7 = Fajled DC Circuit Equipment

18 = Pawer System Condition

"Date § : 05%03/2010

Completed Date |

;i?mra!{on ‘ i

: 050272010

Anatysls !

Re]ay data indicated a 2+ G faun Tear Stmcmnes 3134 A paerol was requested bctween Structur&s 3!3! -3333 No hghmmg was deiected al!hough :l'us line has had slue[dmg fa:lure

_' ouiages in the past.

Corrective Action:

ULC 'l‘owers pa{rollcd the target area but dzd nol find any mdicanon a8 to 1hc cause of the fault, The Ime will have doub[e slucid wire peaks and an addll:ona‘ gmund wite msta!lcd

. onitby the end of 201 to alleviate some of the lightning related outages on this line, even though this owtage was noi caused by fightning.




Hunters Creek-Robin-Wabash

Circuit Characteristics

The Hunters Creek-Robin and Robin-Wabash circuits are paralleled 477 kemil 26/7 ACSR for the
majority of the length. Where there are only 3 conductors it Is 954 kemil 54/7 ACSR. The Imlay
Pumping and Otsego tap are tapped off the Robin-Wabash circuit. The Imlay Pumping branch of
the circuit is 795 kemil 26/7 ACSR. A pole top switch with the Otsego Tap is on the Imlay
Pumping branch. The Otsego tap is 954 kemil 54/7 ACSR. There is one shield wire on the line, it
varies between 3/8" steel, 7/16” steel, and 3/0 ACSR. There are two transposition towers on
the Robin-Wabash section of the line,

The majority of the line was built in 1949, going to Bunce Creek, all on fattice towers. The line
was rearranged in 1970 to go to Wabash. This section is comprised of 21 towers that were built
at that time. The tap to Imlay Pumping was constructed in 1974 on steel poles. The GOAB
switch and wood pole tap to Otsego was built in 2003.

The structures used to build the line in 1949 are still structures we would use today although the
design was modified in 1951 using some larger members, Since the tower design was modified
in 1951, double ground wire peaks have been designed for this family of towers (AA, AB, AC, AD,
and AH.) Any new design would utilize these peaks for improved shielding. The structures used
in 1970 are not normally used in new design today except in cases where they would be used to
match existing line characteristics. Wood poles are not used for new construction on the
I¥CTransmission system,

Qutage History

The Hunters Creek-Robin-Wabash line has had numerous cutages on it during the past several
years, There have been 36 outages on the line since 1990, not including station caused outages
or externally caused outages. The outage breakdown is described below:

1. Galloping:  There have been 5 galloping related outages on the line, Three of these outages
occurred within an hour of each other in 1991 during the same storm event.
The other galloping outages did not occur untif 2006 and 2007 during ice
storms. Several other lines on the system experienced galloping during these
storms as well. It was not isolated to just this line,

2. Lightning:  This line has had 10 lightning related outages with 7 of them occurring since
2003. There have been 3 lightning outages in 2008, The fine currently has only
1 shield wire. ITC’s current standard is to install 2 shield wires for any new
construction because of the Increased lightning protection. The poor lightning
performance on this line is most likely due to the lack of adequate shielding
protection,

3. Wind/Weather: There have been 6 wind and weather related outages, 2 of which
occurred during the same storm event in 1992, Specifics were not given
for these outages but an outage with a wind/weather cause currently is




for storm events that the structures are not designed to handie or for
debris that the wind has blown into the line during storms. None of
these outages occurred during the winter months so snow/ice did not
cause them.

4, Other: This line had 1 outage that is classified as other. Because this occurred in 1995,

the records for the outage are not detailed and the exact cause of the outage is
not known, Normally an “other” cause is for an unusual event thatis nota
typical outage that one can predict.

5. Unknown:  The most frequent cause of outages on the Hunters Creek-Robin-Wabash line is

the unknown cause, occurring 14 times since 1990. After each outage, a line
patrol Is performed. An aerial patrol is currently performed after the initial
ground patrol if nothing is found. A field supervisor leads this aerial patrol and
may perform a ground patrol on their own, If nothing is found, the outage is
classified as unknown. If the line involved is a 345 kV line, a climbing patiol is
done within the target area before the outage can be classified as unknown.

Recent Inspections

The Hunters Creek-Robin line was last climbed in 2005, There were no abnormalities noted for
the structures,

An aerial Inspection was performed on both the Hunters Creek-Robin fine and the Robin-
Wabash line in June and November 2007 and May and September 2008. Follow-up ground
patrols were performed following the aerial patrols to fix any problems found.

The wood poles on the Otsego tap were inspecied in 2005,

Recommendations

Engineering recommends one or both of the following projects for the Hunters Creek-Robin-
Wabash circuit:

1.

instalt double groundwire peaks and a second shield wire. Almost a third of the outages
on the line since 1990 have been related to lightning with 70% of those outages
accurring in the past 5 years, A single shield wire is not ITCTransmission’s standard and
we would be improving the lightning performance of this line by Increasing the
shielding. The shielding angle on the majority of the current towers on the fine is 41°,
With the addition of a double ground wire peak, the angle can be lowered to 7.85°. The
generally accepted industry standard is a shielding angle less than 30°. it is also possible
that some of the unknown outages could have been attributable to lightning. The
lightning may not have caused damage or a lightning study may not have been
performed for some of the older unknown outages.

Replace the insulators on the line. This line is almost 60 years old, The insulators are
nearing the end of their life, Several unknown outages could be due to flashed
insulators where the damage could not be seen from an aerial or ground patrol. f an



insulator is nearing the end of its life, it will no longer provide proper protection and
couid flash over. Testing could be performed on a random sampling of towers to
determine if insulators have gone bad. If a high number of bad insulators is discovered,
it would be prudent to replace them all since they are all of the same vintage and are
reaching the end of their life.
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Determining the Value of Reliability Impravements on the ITC System

H. Lee Willis and Don Morrow Quanta Technology
June 25, 2012

Intraduction

This report summaitizes the results of a study using the US Department of Energy’s Intertuption Cost
Estimator {the DOE ICE} to compute the value of a one-minute impiovemnent in ITC/METC's reliability of
delivery on its system. The work was done by Quanta Technology, specifically Don Mortow and Lee
Willis,

DOE’s Interruption Cost Estimator

DOET ICE is a web-based analysis tool developed by Lawrence Berkeley National Laboratoty and
freeman Sullivan and Associates, one of the nation’s leading utility marketfoustonier analysis firms, The
model computes the Jost economic valie to a group of electiic concumers of power interruptions in the
power piovided by their utifity, and has specific features to compute the total customer value of an
improvement in reliabilty. Quanta's project team is famithar and experienced both with the ICE model

itself as well as reliability-value models in general. Tt can be found at htip:flwweicecalcutator.com/.

Description of Analysis

The modal was set up on the most recent customer count, peak and energy data, and reliability results
data available for the entirety of ITC-METC's customer base, which consists of the two major electric
utilies in Michigan, DTE Energy and Consumers Energy, Table 1 shows the dats used.

Table 1: Data Used in the Application of the DOE Interruption Cost Model

Factor DTE Consumers Totals

Customers Resid 2,001,589 1,603,222 3,604 810
Comm 190,483 219,870 410,352

tndu 1,10]) 8.504 8,605

Other 1,976 2,041 4,016

Total CRIED 193,559 230414 423,973

TOTAL Customets 2,195,148 1.833.636 4,028 783

AW peak Summer 11,951 .37 9,107.33 23,059
AW saley 61,742 844 45,779,797 167,522,641
Load factor 59% 57% 58%
poakfcustomer  {kW 544 4.97 5.23
kWhr/oustoraer 28127 24967 26089
Reliablilty - all SAIF 1.02 1475 1.2%7
SAlDI 426 533 474

Storms exd, SAJFI 0.76 1.15 0,93
SAIDY 152 254 186

Determimng the Value of Rekability bnprovement on the ITC Syster

June 25, 2012

Pagelof3



Important Details of Analysis Using the ICE Model

A one-minute improvement in SAIDI, due to improved reliability of supply, would occur due to a slight
improvement in SAIFL The corvect way to model that is to recognize that CALDI, the average restoration
time, would be unaffected by improvements in the inherent reliabifity of the transmission system and
equipment providing the power — the improvement would be due to an implrovement in the outage
frequency of the systemfequipment providing the power. The project team represented the rehability
improvements in this mannetr,

DOE's ICE computes the economic value of electic seivice intertuptions and of improvements in electric
service reliability, almost entirely on the basis of st productivity and other negative impacts seen by
industrial and commercial energy consumers, It assigns a very low weight/value to any impacts on
residential enargy consumeis, In the computed results given below, shightly less than 2% of the totsi
economic values are due to the residential class. This is among the lowest impact cost: Quanta
Technalogy has seen. There are credible reliability-value models that assign a much higher value to the
residential segment, and that would therefore give @ much higher estimate of total value.  However,
reliability value factors for the C&l class are based on hard economic data reported by industiy and are
fairly easy to defend. Those in ICE are based on US government data and can are therefore quite
credible. By contrast, economic value of reliability in the residential sector is based on psychological or
“soft” customer survays and 2 technical area not without dispute and controversy. DOE seems to have
erved here on the side of extremely conservative values, values so low they ate quite easy to defend,

The ICE model was used to compute both 1 year {next year) and 30-year net present value (NPV)
resulte, Quanta Technolagy used the ICE model's default discount tate {6%) and inflation factor (2%)
for Michigan rather than override them. Note that it is not appropiiate to use ITC's o the utilities’
economic factors here: the NPV value being computed is for the energy consumers (essentially, a good
portion of the Michigan economy as a whole) and could therefore have very different factors than ITC ot
a utility.

Additionalty, the numbers given here weie computed without taking inte account the impact ~ almost
certainly positive ~ that thic level of improved reliability would have duning storms: the one-minute
improvement and the economiz value computed are based on imptovements in the storms-excluded
refiability for DTE, Consumers, etc, This was done because the project team interpreted several
guideknes in ICE's documentation as indicated DOE thinks it is inappropriate to apply to storm-type
interruption situations. Very likely an analysis that did include storm-outage improvement would show a
significant increase in the economic values given below. Howevel, that could nat be done without using
cither a different model o making adjustments to the ICE results before induding them as storms-
included results.

Results

Table 3 gives the full detalls of computed vakies the project team developed. The key results are shown
in Table 2.

Table 2: Computed economic value of one-minute improvement in nen-storm SAIDI:

Total NPV of the improvement to energy consumers served by TTC-Michigan: $139 M
Average NPV savings per energy consumer: $35.00
Average NPV savings per kW of peak demand: $6.6
Total of per year improvement to energy consumers sarved by ITC-Michigan: $7.7 M
Average per yean Savings per enerqy CoRsumer: £1.90
Average per year savings per kW of peak demand: $.36
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The details given in Table 3 chow that the total economic impact for Consumers Energy is larger than for
JTE, despite it serving fewer customeis.,  Table 3 also shows slight differences in per customer and pet
o results by company. The reason is that Consumers is the larger company from the perspective of
ICE's modeling. As mentioned eailier ICE bases its estimates of economic value almost entirely on C&I
sustomer business impacts.  Consumers, while having about 20% fewer customers overall than DTE, has
15% more non-residential energy consumers on its system (230K vs, 194K as modeled). Therefore, ICE
computes 5 higher {otal economic impact of 1elizbility improvements for it. And because CAI customeis
nake up a much higher proportion of the Consumers customer base than the DTE customer base {14.3%
5. 9.6%) the computed value pa average customer is higher, too.

Conclusions and Comments
The results show a significant economic value to a one-minute improvement in SAIDI in the ITC-METC
setvice area.  The numbers shown are consistent with Quanta Technology's expectations based on

yevious studies of a simifar nature and the use of other reliability models and se=em reasonable if
serhaps slightly conseivative,

Table 3: Resulis of the Analysis

Value of O and } min intrementat SAIFE.T55 SAIFI#1.1455 SAIFI=1.209
20 year NPV to1al 463,105,492 576,067,198 $139,172,690
30 year pet cust 529 542 635
using non-storm [20 yr KPY per kW $5.27 $8.36 $6.61
data 1 year 53,478,319 64,192,757 57,671,076
1 year per cust $16 523 $1.90
pet yes, per kW $0.29 S0.46 50.36

Qetermining the Vatue of Relabilty smprovement oo the I5C System
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Confidentiglity Statement

This decument containg confidential and privileged infarmation intended for the private use of ITC
Holdings Comp. and its affiliated operating companies. By accepling this documant, the woipient agrees
to keep its conterifs in confilfenca and nol copy, distiose, or distibute # fo any parties without vritten
requast fo, and written cordimalion from, TG iFvoau ane notthe intersded redipient, any disclosure,
copying, or Jistibulion of this document or His patis is prohibited.
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Introduction

On Oclober 16, 2001, a Prasidential Execulive Order was signed requiring profection against the
disruption of operation of inforimation sustems thal are oritical fo protedt the people, econoniy, essential
human and govemnment services, and nationa! securffy of the United States. The prafection
mechanising Implemented are fo be designed fo ensure that any dismuplions that-opeur are infrequent,
of mininal dorabon, manageable, and cause the leost damage possible.

TGTransnission, Wichigan Eladlric Transmission Company, ang IC Midwest savnoliy ownsd
sutbsidiaras of ITC Holdings Cotp., hisreafer reloed o as [TE v aperate, maintaln, and vest in
electiicsl ransmission infrastruclure 1o enhative system integrity and reliabity, and to relisve
fransmission senstrainis, TS s regulaied by the Federa! Energy Reguialery Cormmission (FERGS and
tnsimits gleciticlly from genergling stalions to local distribution fatlities v & wuarisf of Midwestem.
stales,

The company depents heavily or a propery functioning information nelwork, which Includes the dafe
Row befween data centars In Ann Arbor and Moy, Wlickigan, and I Dedar Rapids, jowa, and thelr
associafed subsiation locatfons. Wihout a funciioning telecommimunications gysten, netwolk access,
and proper business data, TG cannol meet customer neetds of reguialory tequirements.

Bue to the-cifical nature of {TC's business, the lbes of cerain techrology or fackities infrotuces the ik
that a gericus distuplion of power o milllons of peeple I 15 service greas soult-occur.. This Disasier

Recovery Pl fereafior referedto s “he Plan™ s designed io-mitigate that visk by providing the
processes and proceduras needed 10 recover the eritical business functions affectet by a disaster.

Executive Summary
Document Qrganization

The Pizn i3 arganized inlo seven sections: Pumose, Scope, Definitions and Agsumptions, Plan
Overview, Dizaster Recovety Proceduies, Business Condinuity Procedires, and Altachmenis,

The first three seclions prvide background informaation on reasony for e plan, s intenidad funchions,
and the assumplions used hionmilating plan actions. Thews seclinns also desorbe e philosophy
and appioach used for Disoster Recovery Planning at iTC, as well ag'the Business impact Anaiysis
used inproduchg this Plan,

The Plap Overview section describes the disasterrecovery organization, faclifiies, inffisting events,
implementation, netessary copmunications, and datz continuity tequirements. |t also describes crifical
pizth actions, including general disasler recavery ant business condintiby plaa actions, and the process
for raluming 1o norma! business operation.

Disaster Recovery Procedurss i Section 5 provide detailed plan implamentation steps, disaster
response atlions by work group, response floweharls, emegency laclify activalion detalls, and disaster
commypications gudslines.

Business Condinuity Frocedurss in Section & include aclions necessary (o maintaln bustness Junctions

using affernate facilities antl equipment for extended perfods during reslaration of damaged facilities,
equipmerd, and systemis.
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Work tasks in the Disaster Recovery and Busingss Contiouity Procedunes seclions include the steps
required fo- implement these processes, inthuding sssessing the demage causedd by an event, detlaning
& disaster, preparing the Altlemale silefs), and implemeniing actions to recover the sffecied business
funciions. Aclions descdbed mythese seglions and In Allachment 1, CIP-084. Crilical Assel Recovery
Plan, provide The sieps necessary i restore e Iforination Technotogy (7Y infrastruclire, ensuring
e companmy's ablity: 10 operale and conirol fis Crifical Assels, as well a5 supporiing recorery of other
rmporiant businass processss.

The Plan aliachments inchude Crlical Asset Recovery procedures, detalied descoriplibns of disaster
response team: oles ant responsibiiities, emergency facliies, emergency communications, persennel
assignmenls, supporting procedurss, damage assessment, and over information to be:used during
disaster recovery and business continully plan implementation. [n addition, Allachment 13, TC
Widvrest Disaster Recovery Addendum, incorporates response infurmation spechi to.the 1TC Midwest
{TCHA Yyorgarization and faciiics, ard i designed to be used a3 part of, ant i conjunction with,
disaster response and business conlinuily procedures described i the main Plan and s other
aifachments, as applicable fo ITCAW.

Several major groups are necessary for propear implermentation.of the Plan, iscluding:

= The Emergency Hanagement Team EMT).
+ Disaster Response Teams / Task Forges.
= Deparimental Work Groups.

The EMT has the averalt responsibillty forimplementing the Plan and managing disaster responise and
recovery etforls by coordingting the acliohs of

+ Disaster Response Teams duting inifial and follow-up disaster response acdivities,
+ Depadmeattal Work Groups during exiended operation urider Business Continuily Procetires.

Michigan lean detalls can b found in Atlachment 2, Disaster Maragemeni and Raspunse Team
Descriptions, and Attachinent 3, Business Gonfinutly Plan. Roles and Responskoiiies. ITONMW team
camposition information isfocaled in Aftachnent 13, ITC Midwest Disaster Recavery Addendurs,

Disaster Recovery Plan

1. Purpose

Toe purpose of the Bisusier Recovery Plan is toprovide a mechanism forresioration of citical,
asseniial, necessary, gid ancliary husiness processes o ensuie continuation of services I IT0
customers, pratect stakeholder interests, and satisly regulaiory requirements Tollowing e disaster. I
provides direction on disaster preparafion and response, as well as managemerit of safe, effective
disaster recovery efiofts The Plan desatibes resivration of the I infrastruciure supporting “oiitical”
husness processes within sidy (60} minutes, snd "esseniial” usiness processes wilhin: twent-four
{24y hours. The Pl also provities guidance necessaty  restore the i1 infrashucture suppoding
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"BELessan” business processes as So0h as possible afier s hilial twenty-four (24) hours of ihe
disaslerrecovery effort, and to subsequently restore “anaillany” business plotesses.

2. Scope

This Plan Is wadtfen for e company's major infrastuctures, including the Heatiquariers bullding,
Gperations Controf Room (OGR). and data genter i Mo, Michigen, the-Backup Cantro! Room BCR3
ard data center fackity in Amn Arbor, Michigan, the tweprimany (T4 Midveest businsss factlities i Cegar
Rapuis and Dubugue, lowa, and the company Yiekd Ibcations associaled: with each. It provides the
guidarnte necessany o expeadite racavery of systems, applications, and tfher résources reaulred fo
restore e ofifical, essential, necessary, and anclary business provesses suppoitad inthose locations
{ses ROTE Gelow),

in agditien, His Plan addresses recoveny from a catasirophic event of natursl or man-made cause
which results in ihe pasttal or comiplete Blackoit of e Bulk Elkcie System.  Sincerthe highest priority
of ITC siaff dudng a systen emergeney stiustion Is 10 protetd the mansmission system and: restore
service wiille ensuring puldic safety, use of the Plan i conjunclion with the Systeny Restorsfion Plans
deveioped by Operations far ransmission system recovery provides an atdilonal ool for management
of thess avents.

The Pign should be used, 85 necassary. for disssier management and buskiass tontinglly quidance
response o shori-term events, or guring exiended pedods for wi“m mafm' infrashuciure restoration
eftors are required.

NOTE: This docuineni piiinariy addresses he effecls-of disasters on the Novi, Mishiges Headguaries
{achifias, arifor either of the pritRary husiness locations in Cadar Raplids and Dublique, fowa] iowever,
ft agsumes continued availability of altemste wor locations and covery sties for disasiarresponse
and business continufly work. in the eventihal ope o mome of this dfiemate fatiliiss, but not e Nov
facifify In {ichiganor the Cadar Rupids and Dubugue taclities it lowa, s affected by a disaster, actions
mist be fllated a5 sooh as posshbie to efther reslore the affected Reations).or make altematé work
site- afratigeniends in order o cegain the full disaster resposse capabiifies described i this Plan,

3. Definitions and Asspmptions

Befinitions
Disaster

A “Disaster” iz delined as & man-made or natural occurrence that disrupts the abiidy of e company to
peroimn ibs oriticat business funclions, The disruption may ciude the loss of peisonng], ommation, of
properly. A disaster rray be detlared wheh the 1035 of any of these figms prevents the company from
opsrafing ils business antd necessitales immediale corective asﬂarss A disaster may ciude a
complete sysiem biackoul.

Crisis
A Crisic” i defined as 2 short tenm distuplion of service or business functionality. A.crisis can inchde

an accident, an inglgent of wotk place vislenes, 2 labor disputie, lawsult, or an instance wisre the
conTpany s eited Tor o requlaiony victalics. Such siuatibng may aot inliially be deemed 8 orisls, bul do
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posa a tisk of increasing it infensty o tha peint whers they may come Under close media scrutiny and
resull in damage o the company’s public image of s finances. A cisis differs from & disasier i that
during = disaster, physical damage is dome 1o property, equipment; or personngl.

Business Provessss

To ensure the. company’s abiiily i satisiy the goals of this Pian, ITC commissioned the paroimiance of
& Busipgss impact Anatysis (BIA) that kientifigd the most inportant processes nacessany i sustain fis
business. The analysis was infentled {o support disaster recovery planning elforts, ard o bulid upon
s sirafegic initinbve to profect ifs cficat business processes. To prioriize disaster rastiration
efforts, the BiA tdentifisd: the four classes of business procesess detingd helow:

Critical Business Processes

Business processas which, If fost, could cause a major Impiact o the sunvival of the company,
antt potentiafiy viokste reguiittory requeretnents.  Gritical business processes relafe 1o operation
of e Buk; Eteciric System and-must Ge restored wiilin sixly (60) minufes of.p disasier in
accordance with North Americzen Elsciic Reliebiity Corporation (NERGY requitements: Is order
o mest NERG réquiremnents, ['TC malntains a redundant ang sutomaled Tellover syslem
tretween dats Cender Bocations & Rovi, Michigan and Ann Arbor, Michigan.

Essential Business Propesses

Business processas imporant to the savenue gengmtion and profilabiily ol fhe busihess,
Thiess processes mustbe Rstored vAithin feentyfour{ 45 iours of 2 disasier.

Hecessaty Business Processes

Dushess progesses Usetd 85 part of nonmsi operations ot canvwall for 24 -48 hows before they
are restored iollowing g disester.

Anchlary Bushess Processss

Businsss proresses that ame iImpsriant I the long-lemn tranagement of the grganizalion, but
are not required for salisiying customer orregulatony requirements within Torby-sight (483 heurs
following & disasler.

Assumptions

The Plan {5 based on the validgity of the assumpfions isted below, znd a worst-cose disaster shivation is
asstmed;, howeaver, the Plan can also be aclivaled and used effectively i taas thah worst-case
SCERaTios.

Disaster

+ A disaster will be declared and data processing witl be restored at the recovery site when an
oulage is expecied {o exceed recovary lime abjectives for orifical processes.

Plan copies will be avaiiable, as neaded, to the necessary personet af tie necessary ocations.
Thie disasier voclins at the warst possibie fime for blsiness.

+ Al records, files, and malerisds 3t the afiecied location have beendesiayed.

L
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Fhe disaster islocalized to e Novi, Ann Atbor, Cedar Rapldy, Dubugue, or specific-fizid tacifity
geographical sreas.

QOne, but notboth, of the Nov and Ann Arbor bullidings in 3ichigan, or Cedar Rapdds and
DBubuque bulidings in lowa, nay be destroyed or is olherwise ingcecessibie.

The Tacililies, as well as the dala center, have been affected by the disaster sliuation.

Al equipment ahd commwnication lines inand oul of the afiecied sile-have been destroyed.
For a transmission system disaster, the enlire system in Michigan has been de-enesglzed and
exfermal interconnechons.ame not avalable.

‘Tlrose who infially distover the disaster wilt nofify ITC management and e proper civit
autiorities such as golice and firedepariinents,

The {rilfiat chserver; Risher supeisor, oF the cvil authorilies wit dispatch emergency medical
assistance o the disasier site as required.

The Emergency Management Team (ERT) Communications Laad will copidinate
comminicstion o media, staff, and vendors during the retovery elforl,

FPersonnel

-

The Pian is deslined o be mplemented by personnal who arg familar vty the funclions and
operalions of the company. Persennslrony ether ITC locations may be avalisble to aid in the
reCovesy efors.

At teast e minfiimum number of personnsl necessary Tor Plan implementafion canbe noitfied of
the disasierapd reportio the affected sitels) ang the recovery fadiity {o perlomm crilicpi damage.
assessment, processing, recovery, aad resioration atiivilles.

Farsonnef can get {o therecovery facilfy; fransporfation in the iocal area of the recovany facility
{e be used hag not been affecied ofiterthan delaye resulling from inclement weather,

Damsage assessment dendlines are relafive 1© the arsival fime of thie personns! &t e scene fo
gecountfor vaning fravel fimed resuflingy Trivn weatlier, distance, and accessibifty.

Personned pasticipsting in {he recovery aifort have the techaical SRills necessafy o complete
hair recovery funclions,

Personhel and organtzadions which suppui ITC. processes otistie of Novi aitd Ann Arbot for
Wirhigan evenis, or Cedar Rapids ang Dubugue Tor ITOMW evernts have not been alfecied by
e disaster,

Recovery

-

Anaitemate faciffly for personna! fo perfonn fiie recovery aparstions has been established in
agvanice,

The recovery facliily as e necessaty power st Unintarmupiible Povesr Supply (UPS) capacity
o support ihe mfrasiruciue.

The recovery facily has Igscommimications ang inlemet tennecion service estatiished I
agvanos.

Al rerovery equipment will be prapery powered anid wired. The recovery{acility wif iave the
appropriate number, lengths, and types of cabling orthe raw cable matenals necessary o -
establish all sysfems, i required, foensyre-cottinuly during disaster recovery,

Ah configurations and seliings for hfrastuciune devicss are completaly dotamenied ang can be
dupiicated at the yecovery fadiiily, or applieable fisld location.

Therecovery fatilify has pre-established conneclions te the 1T core Wide Area Nelwork
{WAN) accessing bolh Novi and Ann Amor Taciitles, These connections will fachi{ate ali
communicalions om tha recoverny faciity netwoik to all ather (TS nalworks,
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+ The fecovery taclily has the proper environmental contrels for the setvers o funclion properiy.

= Off-site storage of batkup media and other malerials survives the disaster and e necessary
information iz readily avallabie i the recovery faciity.

= Ar ddequalte-supply of suppites for Hiirty (303 days-of business is siored off-slie and readily
available fo the recovery fakilty.

» Recovery will be performed iy atcordance with approved departmental atd Disastet Recovery
Plan procedures.

« Enlifies extemat to the company, such as customers, vendors, government agentios. and
others, wii be reasonably cooperative during the recovery petiod.

4, Plan Querview

Flan initiators

‘The Plan may be mplemenied as the sl of disaster detlarations dus o wealterriiated events,
physicsl atlacks, Bulk Electit System disturbances {nclisding those on [TC systemsor oh
interzommectsd systemathat alfect O}, and oyber aflacks. The Plen niay aiso be inlialed amylime
mianapemen; feeis {hat Plan inlfiating conditiohs may ocour, orin preparation foruoceriain svenis of
conditions,

Bisaster Recovery Grgagization

Allschment 2, Dlsasier Management and Rasponse Team Desctiplions, tescrities the tTeams involved
i disaster response and recovery in delali, Tre disaster recovery organization is siniciured o provide
the necessary manzgement and response for any of e eveltds addressed inthe Plan The
Emengency Managament Tean (EMT)s responsible [or mapagmg all response and recovety gfiors,
and rehes on four disasier response leams o miplement gisagier recovely sitategies, Wilte the ET
coomdnales olf activifles. The four Disasler Response Teams ate: the Damage Assessment Team
{DATY. the Technology Recovery Team, the Crisis Communicalion Team, ang the Business Suppor
Team, The chart shown beloyw sumimarizes e organization and the general responsibiiifies of each
grougs involved.

Disaster Recovery Organization
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Disaster Managemant

{ Emergency iéanagemum Team

Al

% Emedgeity Ragponse Coordinater mitiates
T netifications \

*EHT Leadetiares ad&saswskualhn

d Eiﬂ wmthedi&mmomtﬁme .
E . Etrfuata:ﬁqmm:mtwmtﬁm P
e ~EMT mﬁhms%?emi.&ads ot :

i mmm@:w PeToVary work .
Disaster Response
Carmage 2 4 Crisis ;. - 1 Busifess
Asseasment :. Communieations Support Team
j g Team I
* Atiressts e Prepares: <
medls, amployee. : nmwladﬁfy
sndpublicTssues L itmes e
“* Coprdinams ¢ forask of preparing | |
netificstion of T ) : Hw Hemate sftes |
anEgecete E f f
employess

Ses Attlactunert 13, TOMW Disasier Recovery Addeadum, for detailed information an oy
eriTgEnTy nunagimant dntd response teams.

Disaster Natification

Inftisl responss to emeipencies orofiver invitfents at 0 fariflies will ba mansged using the applicable
comptrate or depatimerdal frocsdings. As gvenls ascalile oy the “disastar” level, presonnol Wentifving
poterdial Pian infifaiing events witl fofiow the notfiication process in Seclion 5, Disaster Recovery
Provedures. Ih general, the disaster notfficalion protess will be initigbed by the persends) or entity that
first becomes mwars of 8 Plan entry condifion. The Saeurity Comtnand Cender ghaldd be made gwara
ot the sifuafion, SCC-wHl then notfy the Emergency Response Goordinstor (ERC) who will freenediately
notify tha Emergensy Mensgement Team Lead and activate the Damsge Assessment Teamis). The
E#AT Laad will direct nodifications of ofher EMT members and will eontadt e CEO, and alse maks e
detemination to activale the rast of the cali tree 35 hecessans.
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Disaster Declaration and Response

Fuliowing nofifleation of a disaster by the ERG, and review of infial Damape Assessment Team resuils
{expected withil= ane Biour of DAT arrivad, and preferablrwithin o hour of the svant), the EAT Legd
willt maks the disaster detlamtion, and direct implementation of the Plan.  Fihe avallabile informalion i
nod sufficlend Tor Plan aetivation, the BT Lead wilf swall more detailed nformation from the Faciilios
angdior Fiold Domags Assessment Teamis) {DATH o delsrvilns The impact of the disasisr. Hdamaoe
assassment infarmalion is-then sufiitlent for Plan achvation, fite £EMT Lezd will make the diaastsr
docizmtion and - implemsnt the Pian.

Disacher daclargifon and subsequent approvat i initlate the Plan come from Thie Emergency
Managerrent Teani Lead {the Ghisl Gperating Officer) or the Emergensy Response Coordinakor (Vice
Prasident - Oporationg) if the Chisf Operaling Officer (GO0 not avaliabie. In theabsence sthalh the
GO0 and ERC, any oier miembar of the Emergency Managament Team nmy aclivale the Plan, I
BeLEssay.

Whan defslied niformation on damage 1o faciities, iechnologies, and busihass processes is availablz,
the: Fagfiities Datnage Assessment Coonrtnaior will maks a recommendation fo the BMT as fo whather
ofisite recovery faciities should e activated. Baved on this recommendation and the:information
caflatlet by the DATES], the EMT Lead wilt nvakethe decidon for the type of disasier tesponss.

Disaster inforviation Releases

e Crisle Commvication Team will cooniinaie alf disasisr communicaiions wilfi the BT, and i
ragponsible for alf public presentations lo.the nows miediz chuding stafts updates, pross elaases,
casualies, and infury spacliics. The Crists Commurication Team. i gist responsiie for providing
niotifcation ang updzies o ITC siaff throughout thie event viz the Emergency Balline {1055 .860-
1881}

Disaster Recovery Strategies

The company's disaster iecovary strategy resdlves arcund satisfying threse main principlas;

«  Ensudngpersonnel avaifabifily,
s Mainiaining orificdd deshnolegy.
+  FProviding protedurat guitiance for racovany and business conBinuily actons,

The Plan's disashyr recovery stralsoy i dasigned iz ensure networt and Infemel connestivity for iITSs
primsary andfor backup lecatione within & regsonalie atwouni of time fokowing an event, To aecomplish
thase goals, ihe Plan designates tequired response personne] and pdotifizes fhe actions necessay for
recavely of the systanys, applications, and olhar resosrces rouired to vestore wilical, essenfial,
necessary, and ancilary husiness piocesses 3t the gffected lncalions. Sewicas will be restared in
order of imporiance based on Recovery Time Objertives (RTO's} using Seclion 5, Disaster Recovery
Protedums, and maimiined ss dustdbad in Bogtion 6, Business-Continuity Frocadums.

It a disasier results in & pardisi orwidespread blackoul of e feansmission sysiem, System Restarxdion
Plans provide the steategios ased by the Qparations Control Room to racover and re-anegize the
affecied tranomission syaiemis).

Opergtions Dates Strategy
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Disaster Declaraticn and Responss

Follewing nofification of a disasier by the ERC, andreview of initial Damsye Assessmeni Team rasulls
{expecked withinh ong Bour of BAT simival, and preferably within one hour ol tiie avent), the EMT Laad
wilt make the disuster dedaration, amd Sirect implementation of the Plan, ¥ the avallable information is
rof sufficient for Plan sclivalion, the EWT Lead wil zwal more detailed information from ihe Faciities
sadior Ficld Damage Assessment Team{ss (DAT} fo delermine the impad of e disagter. T damags
assessmian infarmation is thew sufficlsat for Plat activalion, the EMT Laag wil make the disatier
deciacalion anti-implement the Plan.

Disgster declaration and subsegquentapproval o hiliate the Plan come from the Emergenty
$Sanogement Team Lead (ke Chisf Oparating ORlcerrorthe Pmergenty Response Sagrtinator {Wice
Prasident- Operslions) i s Ghist Opemating Oicer (COO s nol aveifable, In the alisence of both e
OGO and ERC, any olber mewcher of the-Emergency Manageinant Team may aslivsio the Plan,
RETESSETY.

When detalied miommatiorron SGamage-lo fndliss, fecimoloyios, and busness processssis avaiablio,
the Facitiiss Damage Assessmient Coondinator will make o recommendation to the EMT s o whellter
ofEsite recovany faclifies should be aclivated. Bussd on'this recommendation aid foe nformation
poliscied by the DAT(s), the EMT Laad witt make the devision Tor the type of disagiereshonss,

Disaster informetion Releases

Tive Crigis Compumicatlon Team Wil comtiinale g disasier communications with tha BNIT, and is
responsible foralf public presentalions & e rewe mediz inchuding siufus updaies, prass releases,
¢asusiies, ant injury sgecifics. The Crisis Communioition: Team s 450 reapobsitle for providing
noification and updates to TG siaff twoughoutthe evenl via He Emergency Hotline (4. .865.860-
154

Disaster Recovery Strategies

Tive company's dizaster recovery siralegy revelves around silisTing three makh prinsinles:

¢ Enswing personnetaysitaiiliy.
» Riainiahing crifical ischnology.
«  Providing procedunsiatfdencs for recovery ant businass enntintily aclions.

The Flan's disester recovery sirategy is designad o snswne ratwork ang Infemetl conneciivify far ITCs
prienary andfor backup ocalions withiss a regsonabie amoan of fine following an event. To ateomniish
ihese goals, the Plan desiiraies requied responss perconns! and prioiilizes the atfions necessary for
recovery Of the systems, sppficalions, ant other resdlrees requinsd 1 festore orifitsl, essandis,
tevessany, amd anclilary business processes ot the affecdled focatians. Senites willberdglored in
orger of impongace based on Recovery Time Uhjectives (RTU's] using Seaction 5, Disaster Recovery
Propedares, and manisived a5 descdbed in Section 6§, Business Conlinully Prorsdares.

E & disgsier rosulte by 3 paritial or widssoread biagkout of the tanemissinn gystens, System Restoration
Plans provide the. sinsiegies used by the Qperafions Conirol Room to recover and re-ehargize the
affectzd tangmission system(s). ‘

Operations Data Strategy
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« {f o disaster prevents the Now facility foon performing s criticat funciions, Opemtions wil
temporanily relocate fo the Ann Arbor ocation.

« I e Novi Network is unavailaile, 2 confingencyfallback protedure is in place whereby
data eluslering and mirtoring is.backed up 3t the Ann Atbor Wam: Site,

s As apaddifiona precautionary misasire, dally backups of witical data are sentio an ont
Nountain offsite facility inWixom,

Operations Control Room Regovery Sirategy

Thie Gperations-Control Room {O0R; o staffed ona 2477 basis. Thers are severa! pre-osiabfished
processes iplace {o support disaster reamvenyefforls, intluding dual Transmission Management
Systerm (THS yaystems-muaning i Novi and in Anm Arbor by provide maxinum fleidhilty inhow e
systemis recovered, The Senior Transmession Systenr Coprdinator {TSC) wilk coordinate with the
ERC in determinimg facifity stabis and the need o relocate (ICR aperations. The Senior TSG i
also autharized o indopendently dedlare anyvemergency and inifiate recovery of Confro! Boom
oparations {only) althe Ann Arbor backup facity, if necessary. Notification of EMT menbers wil
oront in decordance with dhis Planin the aventol any emsngency dectaretion.

«  Onerations evacuation from Now o e Ann Arvbor Backup Control Roons (HCR) s
reguired, i canchegin mmediately, siice the Ann Asbor faciity s nomially unoraupled. The
Ann Arbor badmug locafion is ully equipped and teady o operate it the event fiat e Novi
Confrel Roont s unavaitabls,

*  Asremuired by NERC. the Uperations Confrol Hoony must meord and kg real Bne-events
for conlinuily ard audiling. If the OOR i not acvessible to refieve thisrealtime:
dotumentation, systen events covering the period of inacosssibibty must ba rezaptured. Int
anfigipation of this need, e AnnAsborbackup TMS monifers and recordy all realfime
owverts in parallet wath the pimaey systemein Novi. Thie emables relocation and
recommencement of aporations fromethe BCOR and availabilty of aft GCR realtims
information in k= than 80 minulss from the fime the OCK iz evacuated.

Volce Communications Sirategy

= To minmize the impact of & phona:dine inferruption, the Now faclity has an AT8T Sonet
Ring selup consisting of feo independsnt Ines omingfrom fwo different locations it
connect o the Nov. commanications systen eguipment only after the ines enter tha facilie,

+ Al ciica! {slephone numbers for the: 1T NoviTocation can be rerouted o the AnnArbor
facifity phona switeh. ¥ the damage is limited 1o the: Novi Yides Over Intamet Prolorg)
VOIP Ympsten, the VOIP will b repaired or roplaced.

» Gaoll phonas nay be used, I seniceis avallable, as atemporan” means of communications
for O0R pemonnshduring the ralocation framsiion fe fie Backup Gontrol Roomrin Ann
Azbur, or vive-veiss, Dus to the lark of recordmg cepability, howover, 6o system opzrafion
communinations {e.g. swilching. tRgging, aystem operating directions, efc) are to be
condusted via cell phones duting these transition periods.

« Salelfite phones, where avaflable, may aiso be used as an altemale meansof
consnumeations. Satelite pheone corwersalions between field locabons and the Novi OGR
or Ann Arbor BOR wme recorded using the instafied Nowi and Ann Arbor recording systems,
so nperahonal commiricationsfor switchingftagging or athisr system opesafions can ke
conducted without restriction. For disasters affeciing [TC [dwest, salelite phones ans a
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primary means of tommunication. g feld locations and hroughout the [TOMW system. whar
narmal phiong sarvice andior cali phone service ame Unavalisble and are provided.at sl
eritical staefions and faciities,

= I the Novi VOIP iz unavalable, OOR personnel wii ulilize ahadog commuhications Through
the hard-wired {analon) power foflure phiones provided indhe OCR. In the-event that the
primary VOIF and analog voite communicalion stategy are both unavaiidbie, the Las!
Resort Volce Compunicafions Suategy below wittbe used.

LAzt Resort Yoloe Communicstions Strategy (Michigan Qnly

Under emengency conditions only, i nalther VOIP nor anatog phonie systems oo dyailabie,
sfichinan Public Service Communications System (MPSCR)ymdios may be usst le
communicate With loval distbufion companies, field operatoms and piher kny siakelolders.
HIPSCS radies can ondy convnuitals with oiher PSS rdio iocaffons, but mrighi afso be
usel 85 A reldy for netincation of disasier v slife amthorilies gremermency sevices requssis
{amibuignce, Hre, alc ).

«  TheWPsts b managed and opemiod by the Michigan Shis Pollcg, Trigm srenumeross
uits Hwoughout Bichigan affey boatisnsfauistalions. in addiion, many members of
matmgament Bave 2 randheld:cadin, and ey ITC vehivies 3w equippsd wilh 2 unfl. Ses
Afimchment 1 for = st of MPSCS phon Jocalions entf heldars.

s MPSCS units are aist Instalied in the Cotsumears Enemy and Deteoll Edisen contof moms
with-iimfied ink grotps. This funslionality provides one. common {atk group o be usad
betwesn utifities:

As @i addibional nioans of radie convmunitation belveen the Consutiiers Eheigy and Delolt
Estizon confrof rooms and ITC, sach of thoss companies has provided thell oway fadio systen
squinmant faruss by NG Operations personnel iy holll tia Novi OCR and the A Athor BGR.L

LAR and Deskiop Sfrategy

+ Foiowing s disaster deciaraifon affegting the Kuv fagifity, the LAN supporing fis busimess
vnits wil be ackivated ol fhe Ann Sabor fzefiity, The eppropriate client appleations can then
be ppencd {o alfow resuniption of operations. Alsupnorling perpheral devices suchas
riefwork piiitiers will be available o the LAN,

« Foravenls sifecting the ITCRW faglitly iy Cedar Rapude, mehwork equipment vill be got
i i Dubugie to ety LAR and appiication unciionalily.

+  Evenis affeting Dubugusydo nof regulte apy aelwokk changes, since the (TCMW
nebwork servers 2 ooatetd in Cedar Hapids,

« Relocaing busivess unli isamy o afemste localions wil ba pedamed as-shown i .
Attactonent £, Emergensy and Recovery Faciifies, and Allachmeni 7, Aliemals Woik Sits
Fian, Similar inforiation is provided for ITCMW iy Altachment 13, ITCMW Dizaster
Recoery Addendin.

+ Copiesobal client sollwars, feanses, snd copfigurnfions us saved perthe Back Upand
Beastoratint Plan will e used for the restoralion purposes,

Business Contingity Strategy

During any extendad eveni sifeciing slonifoant porkons of the company’s infeasboclure, 1TC
mist 5 able 3o mainlaly opemliol of s oitlcal busingss funstions.  Saclion 6, Businoss
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Corinutly Provedores, ond Attachmeant T3, ITOMW Disaster Revoaverny Addentom, desoribe
Howe the orilical Susiness funclions within the company Wit résume opetatioly ol alismste
lcations onee telvorks and systams fiave been recovsred. Businees Conlinutly Praceduses
oiiliing the staffing requirements, skitsets, backup resources, work space. and toolsnisetled to
axpedite the ransition v nove work sites during restomation of damaged Infrastruchire.

Return o Rormal Businesy Operation

The Disasler Recovery Procadures and Business Cantinully Procedures will e used o
mainiaie corpaats busingss functions in opsmation o the greatest exlont passiile. Ag
infrastnictise resloration eceurs follovAny a disastar, a pianned and centroliad ehange in
geparmentand corporste operlions vt ba used o reum e compaliy 16 i nomsal business
funtifons amiTaciilies as soon as possibie,

Critical Path Objectives

The Busingss mpact Annlysis MentiBed the company's businsss processes s priontived tham by
how quickly those processes musihe restorsd. This iméfranie is calted the Recovary Time Ghijecdive
(T} and represents ne amount of time the company tan folomale a5 culags of & business procass.
The Expecizd Recovery Point (ERPYs the point 8t which dals fecoverny is expecied as defined by the
iTE husitiess prosess leads,

SFiT{CAL (160 MINUTE-J%
ESSENTIAL = 24 MRS}
BECESSARY { 2445 HRSGY
AHCILLARY (B HRS)

The folowing febic represents Bo RTO & ERP as reqiesied by business process feads, i priodly
order, for the coiiical buginess procaseas povered in the bisinese upact angiysls. Heoovery time
obiectives IRTOs) ae expressad &b busliess hobrs of doys and Expecied Recovery Foinls are
exprassed in bours,
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5. Disaster Recovery Progedures
Operations Team

Since the Opaeations Conlind Reom {QCR) is slelfed on & 2417 hasis, 1 is higiy probable fitat coniro!
ropm personing] wil bz the first o repond to mosi of the dizasteriudsis event categones dosorihod
below, Operations fesponses will insaliy be bassd on procedurally-raguired actions far any of these
avents if aclion is inffizted by the OCR, and vwit be based on moanacsnient directives for avent
rasponses it niladed by the OCR.

General Operations Team Actions — All Event Categlories,

The DCR witl immediafely notify the Emprgenty Response Cootdingter ERC) of an event Hgtificalion
wit intlude:
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s Event daseAplion, incheding impacton systern operation, cxpscted changas, ant immediale
support reguirad,
OCR evacualion procedure status, § applicable.
Extemnatrofifications compleled, and procadinal aghions taken,

If the DCR was notinvolved in inifial event response and Plan implemendation, OCR personsie! will
pertorm exdemal nolifications snd damags assesement as direcied by the ERC, and sfand by for
atkitiorzt direclion follewing Plan implomantation.

Derrinig emesgenay eondiions affscling fransrission system mfiabillty, indluding activaiion of this Pian,
the Emergency Response Coortinafor may direct auspension of the Federa! Ensegy Regulatory
Commission Standsrds.of Conthiet fo snsure all necessary steps tantie taken {o prevent damageto
syster faclities/equipment, aud o ensure continues system opergtion. Refer o procadure CIN-005,
Stardards of Tonduct Violations, Tor delalls orthe process snd nolficalions mauired 1o inplement a
waiver trthe Stendards of Conduct.

On artivation of the Pln, the: Opergtions Lead wilt assamble with the BT, and wittdstemsine the
m?&;abﬂiiy of addifional personng! for pedfomiance of exieriled assessmant, cordrol, and meovety

Operations Control Room persornel will be diracted to:

«  Perdom damage nesessment as direcled by the ERCIEMT, including evaluation of nomal and
backetp compriter syslems nevessary for sysiem moalforing and condrol,

+  Coordingte with the UL Freld Operatioers Lead and IFCProjact and BasigreEnginesring Fiald
Damage Assessment represenialives o assess syslem damage and delernene necessary
coredtiveatiions.

v Provide eventuptates, including OCR evactiafion stalus, as required,

¢ Verdy and report updafes b stunputer corrirel and moniiorng systern-avaifabilily.

v Updite Opserations Lesd porsonnel of procedurst actions {oker, in progress, or anticeated.

Oporabons Engineering persannel will:

s Aasist OCR persoanel with damage assessmetil, a5 requited.
« Provide engnesnng snalyses of sysietis events, culage impants, and fomtesiad mecovery

-+ Coordimate with infercomnascted syefern anditr MIBD engineeting personne) as necessaiy o
{acilitate spster resioralion,

Sihte Operations Conteaf Room persanne! will reviain focused on fransmission sysiens operations woak
throughoul aryiyps of disaster, they afe not considered fo be a part of the Damags Assessaven] Team.
QLR personnet vill, however, coordinate with Damage- Assessment Team members and the
Emergeney Resporse Coordirsstor to ensurs Bt the-effects of 1 disaster on systor sparsfions and
fagilities are- idenffint o3 soon st posyily.

Field Operations and Restoration Team

Axtivation:of the Fieki Gperafions snd Restoration {FOR) Team
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The Emergenty Response: Coordingtor (ERC), DCR Serior TSC, ULC Sonior Managemernt or affocted
area LG Gerneral Foreman coin aclivele ihe Figld Dperations and Restoration Team. The infliating oot
o activale the FOR will gotlo Les Eliis, Rod LeBoay dor ITCT or BETE) or Wavne Kennlker fforiTe
M}, nthat order. §ILC Management witl dotemmine the Field Operalions arid Restorafion Toany Lead,
The FOR Tesns bead willfead {ho conlerenee call.

FOi Team Lead witt determine extent of demuone in affected arpa to evaliate:

Head{or s ange soope conferance call
Resoprce Teqguirements _

Cporafions F Restoralion prodly

Fublic Refafions/Commenity Retations needs

L

Cenderence Call inliiation Processr

FOR Teaw Lesd wit nolily parties by use of foliowing pre-established £-Mall distributlon fists and by
{2t message or phond &5 apprapriate:

« Hichigen Emergonny Conlacts” for ITCTrssmission or METC evanms
+  WidwostErsprgency Contacts® for ITD Midwest avents

Ir nddition, eaclh sonipct is rosponsible to nofily his or ket appomiaie parlies depending on the scops,
extent of damage and areas sfiecied,

Contetsnce Coll Agenils iemss

s Roli cali By FOR Team Lead to dendlly: thoss with direct pariicioation iy theoal
o Other gartitipanty nead not he denified and are nol expetizd or anlitipdiad o
parifdipate untess thay have somsthing mmediaie to contribute
Equiprnent / Liies alfectad and extent of damage
» Weuther foracast f safely concems of lssues.
¢« Restoration promiyfrom Dperations
o Estimated Restoration Times
« Resupurces needed forrestoration
»  [teial needfs and thcation
= Addiiona! Vebicls F Eayigment 7 Fue! needs |
o Hulel f Food arcatgemens If neaded |
«  Communiy Relations / Medls Refations / Bigkeholder Relalions invelvement

FOR Tenar Lead wil] intliote {he Blan, Begih Mobifization of Resources, Egulpnent antt Sehedule
Sphsequent Conforence Calls,

initiating Events

ftiating event ealegonies inciude throo ganetal scenaios which mmy ooour individuslly, or v any
eomblasiion:

« Facgities or souipmsnt have been damaged
« Fatilties and equipiant have beén destroyed
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*  Personnel are unaveiabls for immediale disaster response

Potentiat response actions ate dependsnton the fyee of stenany involved and mune vany widely, bt
shoult he ifiated as expedifously a5 poesiliie to provide for prompt resioration of the faciities,
squipmeant, and other assests affeched by any of hesa evenis.

Weathar-Related Evernte

Exemplesof wantherrelated events that may reauite acivation of ihe Disaster Recoverny Plan inchmie:
ez storms

Tomngdoes

Blzzenis \
Thrdersioms. 1
F%ﬁﬁ‘éﬂiﬁ |

- & X B

Westherreleisd svents will, it general, hacsssiiale minimal fiavel by backup pesonne!, management,
ared disasier response feams unty conditione plibw, Thepitentisl inalifty ol tespondens to perdom
{helr assigned duties unil waather permiils safe transit shoult be consttered whandireding recovery
work o ensure parsonndl safely dutlng baplementation of s Plan,

Physical Altncks
Exampise of physical sltacks fhat misy require Disasier Rectvery Plan aciivation-inclode:

¢« Temomm

+  Sahtizge

= Bomb Thests

»  Dieciphysics: atiscks

if v egsentialic inmediately ivgpolve ITC Setutity porsonnel in responss {othese ovenis, and to reguest
audifonal zssistance, if reguied, om boaliae enforcement agentias ay sonn: as possitie.

Cybrer Attacks.
Cyhar gtissks That roay require aclivation of the Disasisr Recuverny Plan inclutde;

+  Acifon b disuhie equipment necesssty to moniionig and conbre] of ritical Bulk Efcliic Systam
compansnis, )

«  Altacks dosigned o dlsable ibe Opzralions Conlrot Hoom [OCR], Backup Contrel Reom (BCR),
oF ayskesfeauipiient critical 10 sysieny regtoration plans.

s Inhusion bife, or takeovarof, orporate compiier syslems potforming system contral or
reliabiif-basat dala-exchangs.

Aetions 1 onntno? and tocover from atizcks on, or defane to, Ontical Cyber Assels should e
implemeanted in ascomante wih Aflachment 1, CFP-084 Crilical Cyber Asse! Recovery Plan.

Distuwrbances o ITC Sysfemis!
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Distirbances resulting i patiat br complsts Mackouls on anyr I'EC sysfern will be manrged By
atcordancs wilh Tranamissiol Syslza Emsrgency procedures and Systet Bastorglion Plans,

insterconnectad Sysiem Disxsiens may inchude:

s Buster disturbances, incfuging hlackouts, on adicent franstiiosion systoms that affest 170,

«  Physical or tyber aftecks ony iderconnacted systeny ot rasull i lase of condiod of interdace
companants, lelecommunicalions, or data sxchangs: systems. necessary oy systen: relability.

*  Lass of criticateguintient conteal that could affest VO systems by an interconneniad system
ahifily

Disturbances on infercomiecled sysiems Bt alfed the TC aveient eppmiion will Fe managsd i
necordante with Transmission System Emenpency procedures, arid supportsit in accordance with
ntarconnection Agreemenis-with fe affected extamal systamis)

Management Direefhgs

The Pian may be atiiveied anviine at managenient discrelipis whether ornot wny of tie ohove enlty
eorifiong have bosy satisfied, Exanpiss of discetionary infiztors indude:

Anficination of poessibls bitialng-cvenis.

Dasie fo inplement the Pian for monaging specllic bushness funciion faliurms or dinsege.

% Preczuionary implemeniztion of Plan procetiunss a5 o consetvabive aeling duting svanis that.
are ot expevied o mest Plan enlry erteria.

Disaster Nofifications

¥ an outsider is-dhe first persen i fing out sbout & Gisaster involving Novi facllity andt assuming the
outsider nolifins Rovi polics, Novl potice that hns the nunler @ TC Secudh- Command Senber ol
make the calf { the: Securly Commend Center, i the evernt that e Secully commaind Center is
unresponsive Novi police has Faciiies Dimior, doi Bennetts mumbertocel,

* B

Noitications fo the EMT and the responss toam and ather pemonnel will e farilifaled firough use of 8
haell “call ires™ a3 indicated below

s inifiator will contact he Securdty Commiand Tenter(SCT) ang notiy them of ihe dissster.

s SCC will immedisisly confact the Emergency Rasponse Coondingtdr (ERC)

= The Emapency Responss Cooidinator wilk pramplly nolily the Eamrgency Managemant Team
{EWTYLaad:

+  The Emergency Response Coordinsior and EMT Lear will datermine the method and fiming for
nolifyig additional mombers of e EMT.

= The EMT Lead will defenniine the approptile ime fo communicate tnthe CED,

« ERET rasmbers, or ineir adiintslrgiive aosistants, will comiant thalr respoctive Team Leatds 7
Deparimentieatls / Managers-f Supenvisors, .
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=  Team | eods [ Depagment loads / Manapers  Supervisars will pofify leir respoctive team

maembers

= The Crigis Communication Team will update the emeigency he! ine ifomeation and coordinale
with fhes EBAT fo provide media, cusiomer, govemment, reguiziony, and vendor nofficalions, as
wallas providing nstructions for employses who are ol pat of the disaster recoverny sfford.

Thetokowing iabfe fisis a basfe call tree siruchure and must ba used o the exient necessany:

Rale Brigrary Caller Kokes Calls too '833;”
gi;&:;f;mfmnaﬁcn Amvone Seoudty Gommand Conter — (548) 380,20 Anyone
Seourily Hout Security {Bob Slickensgorf, Joe Bennettor Greg
ot Tres initaty Commang . zﬁh;ﬁ pi v 2
Coanter i =
Hovi Secunty ]
{Bob ]
Bickenstt, Jos | Slizabett: Hosell, ERT
Bennolt or Gregg
Sranduninl
Novi Securiy
_ Jote Jipping, BXAT Lead {Bak
Emeigency Respones b R TS, - " Blickentind,
Contnstor {ERC) Edranain Hogall zﬂzfé?eiﬁm, Adnvhistehtive Asdldant to Elizabstn Jos Benriettor
Gragy
Brandemint
SoeVvgich: CEO Edenbeth
EEAT toad Jofdipmng Sumimistratives fesistant g NEQ, Cathedine Day Howslt
Maris Bea! . fministetve Assistent 1o Jor Jipping i
Perinstuctons from EMT Lead/PRT gall -
Agmirustrative Sasistant " . - Ak of CEO'e dirent reporte thatl ore ot onthe EMT
15 CEG Cotherins D8y § ok Evecutive Assistents dhat haventbesn notifed Made Beal
atesdy includng UL representative Brenda Yaldy
Agmintsrstive Asclstant At Beat AE THT Members perinstruciions from the EMT Erfke
1o doit Jipping e L dEERG : Rebinson
s:a: Jﬁ}; z%;::' ssistant tiarip Baal A% of Jon Kpping's dirsct reports JoreJinping
Admibtistrative denisiant - S— o Elizabet
i Elizaneth Howal Erfks Robinson Af of Blizgbally Howall ‘o St teplrs H i
Acmimstralive Aosistant e Al o Linda Blair e ditecl reports txeept for Denls o e
to.Linds Biar Sevies Big0E | peniggiere , Lindar Bisir
Admitdsirative Assistant o i - e ) Drenis
ta Denis DecResiers Disne Coskey Al of Deuiy DesRosders” ditect repods DesBosars
Adeivsirative Assistant . e e Cragory
i Greqeny loanidis Wands Coansll | Al of Gregory lomivals’ ditesd repodis foanide
s Aot | Vinginks Robssis | AR of Tom Vitez's direct espotts Tora- Vitaz
Ldrinistolivt Aasintan! o . e tEre Cameron
t Camaron Brondy Carotyond Al of Comyston Bready's discirepatis Bresty
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Admindsirative Asysiant Bepise Jures A% of Dandet Donsky's direet reports except hor Chisine | Dranjel

te Donet Ganshy i ‘Whoson Soneeal’s divsct repords Ognsky

Adiminstrative Assestant Chnstins,

to Christine Mason Linda Swesnsy | Al of Chiisiine Mavon.Sonerels direci reporis. Macan-

Sansrdl Sonerat
sindafratve-Adsisiand ; . P ;

g@gﬁ e ooy T RIE | parotty Giofsts | AN of Edward Rohirs direct reporis Eddward Rafll

Aghrdfdstrotive Assistan AR OF Lee By Birect mports and whotwer ¢lse from .

1o Lae ity Brenda Yalde | ) o it nesda to bt rofified first Lea Eliie

Refertn (he 17C Grganizational Chard on the DR shared deive for niors infermmiation on otganizatonal
afrzciuce and for slarnify en who calis witn,

Uindatad persopnet contact ialings ste aintained on e 11O retyoti on the resticled gecess Disaster
Recovery Shared deive: for use in this Flan. Thetils Is called Emploves information Sproudshest
MRDDYY xis and &5 passwand-protetiad using the Disaster Recovery dotusent passward fo retit

aucess.

Disaster nofficaiion and call tree detal for [TC Widwes! is provided in Allachment 13, 1TOMW Bisasia
Hesponss-Addendum,

Disaster Reshonse

Responss fo fhe various initialing events wif vary groally depanding on the physice!areas affaciad,
exient of damaas, and sfotis on personnsl. In-ah cases, response must ensus pesonnst safely and:
provide promipt Goelion io mslow inpotant business protesses as fndicatett in the flowehan bolpw.
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Disaster Response Flowchart
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Reguired Actions

Requiresd solions shcompass the gensral responses indivated inthe Responzse Flowckatds, apwelius
detalled proceduns! tesponses fo the varlbus iniflafing svents described shove, and should consftisy the
folivwsing:

Vignthorrolaiad avetits
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Cwvarall response to-any of thess evenls mustconsidern

»

\miplementaiion of actions tequied by Transmisslon Systern Emigrgency procedures, inchiding
caorinaton with interconnesied systems and 1ASC a5 necsssary lo siatdiize TG system
apsration.

Holification of the Envgoncy Hespanse Coordinafor and implemenintion of dwnugs
assessment aclions, as reguired,

Motliipatlon of ihe EMT Opsrafions Lead (o provige remole suppoll as mecosseny uniit ravs)
conditions ailow reparling fo the: OCR, BCR, or an allemale lscalion, ¥ required.

Evacyaiion of the OCR gnd relocation fu e QCR i frave! congifions allow; ¥ not. notily
operating personne! dose {o the BCR o repod {othe Ann Athor fatiifly and feke over sysiom
opeations 28 TO0R 85 poasibls.

Relncation fo & neary facilfy and continuation of opetations using iapop compulars T uavelio
Anp Arbar Is nol possipl. [neilier conlol room funeticnal, reauest-muniiorihg aseistanes, if
possible, freni Consumers Enefgy ard Delol Edison wrdil ITE systems lisvs been resiored or
urilf an altemale taclity is-avaifoble. Assistance may e requestelt froim Aliard West for ITOMW
disasters.

tmplereniation of alt avafiable alfemale communications mehods If communioalions sysienms
aresffpcted, powor Tallure phones, backurs radios, safelfie phoses, and 55 2 lzei resol,
Kilchinan Pubdit-Servics: Communications Syslem {WPBT.S) radios.

Hofilficafion of the Ly Lines Constracion {ULC) on-cak dispatcher I abialn estimetes of
persopngtavaliabiiity for fielt aperations, ifwhen fravel & possiile.

i ravel i nok possibie 1o snabls suppor and maragement personne! it repor o Novi, Atn Atbor, or
on dtemyaie oeabion, theSenior THC will act as ths on-she thanster coundnalor and Wil

*

»

*

Kathtaln commundesions with the ERC or an EMT member, a5 avallably, and drecting
implemenialinh oF aby aclions deemad necessary unlil an ERT meniberis able to repoid for duty
erlmlemenithe BRP,

Dooument a8l gamage asesssment work and maimiain 8 witien log of all sclions and damage

_ pssassment Information Toruse by the B4T on arsval.

oty the ULC on-call Sispatcher and request field assistance as necessary,

Physicat altvgks

It e event of ¢ physical sifack offecting fransnigsion systens conteol of Goia cendas faclitiss, perform
tirp folfowing aclions, ag reyuired:

*

implement 8% applicable emyeigancy procsdiires fo snsue Securlly ang siabilly ot the
{eansmigsion systent,

Verly that Secity Is aviare of the allsick ond is implunenting fecessary tomuclive Seiiuns per
Soolrily procedures,

Hofify the ERS and inllads damage assassment actions gs diragied.

Ralocata to Ann ArBor, Fascessary. I nalther conbof roony i fincional, mauest maniloring
asslstance, if possible, frony MISO, Consumers Ensigy,.and Detrolt Tilisor untl TC systems.
kave Boen reslored or unil an afiemate Todiliy s svaliable,

+»  Assistarice miay he requested from Alltant West for TTORW disasters.

Hoffy aff intarconnecksd enfifes and MISO.

Matify the ULT on-call dispdteher and reguost fiold pesisiance pa netosswy,
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Cvhor attacks

¥ transmizdon system sndRor condrol dres operations are e tergel(s) of eyhor gliacks, the affedis o
gperations may inchide nsbility 1o perform system monioving and controf tunclions, as wall as insbility
o commanicate hose prablsms. Tothe exient possibi:

-

»

-

tmplement all applicably emenguncy protedures o astie sccurily and slabifty of the
transrvssion system.

Nty all infercomiectad systems. and B8O of fhe evend ant: request remute monilorag of I7C
aystems, if passible.

YVerly that Secunily is gware of ifie altack and' i Implemeriiing necsssary comechve sotions per
Berurfy progediires.

Watiy the ERC and fmplement contral astions as directed.

fnitiste-domaoe gssessmient selions to delemaing he effacts of the sthack ovfansmisskey
systenrang contmd sves sonfiodng-and eanto! systams, TG netwek eperalion, huliding
securfly systems, and exdsmal interconnecied sysiom nebworks,

Relocale: o Ann Arbor iFRovi sysiems se affecied and the BOR remains syaliabls, as dimcied
Ly the Benlor TST, i neither conirol téom i3 finchonal, reguest monfiorng assistance,
passible, from BIST, Conswners Enargy, sai Detrodt Edison undil iTC systems have baen
restorad or untd An altemais facily s avaisbie. Assislarice. may be requssted fiom ARlantWest
for ITCIEW disasiams.

HMetity the UL on-calf dispatoherand request Geld assislance g5 reguired.

Avripns To-confrolandd recover from anacks ok, or damage o, Griical Assets shoold be
ihprlementod in accordsnse with Amecfiment 1, CIP-084 Critical Assef Racevary Fian, inddditfion
o the general actions shown ahove, )

Bk Elactric Systom Dsturbakney

Dishurbances on he Bulk Electric System, whethier en an ITE system or an inlerconneciod system
zffetting 1TC, should be managed in actordanie vitlythe approprisie enbrodnty opoialing prvesdures,

I penal, the mlowing aclions neay be required:

¥

Dacfaration of an "Emergenty Biack Light” condiion by the Transetissior Syslem Coardinafr
{TRCL

Kuotification of the Emerganey Response Covridinator and polsntial activition of the Emamenay
Managemant Toam, Emergency Opemtions Canler, shdall necesxar: DRP teams.
Asseesmant of sysien damage asdirectefi iy the ERG of BT

Relocation to thie A Atbor BOR {the Senior T8C delermines o G2 necessang, {fso,
Opemtions Gontrol Rooh svetuation posadives andd hackun cobtrstprossdums witl be
itiated.

hipiificalions of the "Emsrgency Black Liant™ condfion {o interconnecied entilizs. and MIST,
atono with requasts for aszistence, ¥ deamst nevessery by Bid Behior T8S.

Notification of ULC on-cab dispaich to-sond oparators fo desionated Blatk Light Studions.
fmplermentaicn of Sysiem Heglomlion Planis).

imptemeniation of Dinaster Recavery Plan actions bosed on damags nssessmeants,
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For irdarconnocisd system eventy, TG aclions will neunally be Hhose regultaid to prepare for gysiem
damage that may resull frony the inferconnested sysiem problems and to provide any necessany
supperi to the affectetf parties once the TG sysiemis) oparalions are re-slabiized.

Pian impiementation

Emergancy Manapement Team

The Emvergency Management Tean: (BT, ied Sy the it Gperating Officet, s resgionsiiie for
declaring a disaster and mumying e megonse and recovery effort throuphow altphssss of the
dizaster, Fhe EMT is comprissd of msnsgement staff, including the Emergency Response Gootdinator,
and funclonal lead reprasentstives for: T and Faclifies, Operations, Engineerinn, Assetdonzgement,
Conmmunieations/He, Financial, Legad, and Fiold Opewstions. A dedipaied Administrative Support Task
Fores iz glso assigned (othe team.

Thes EMT Is mesporysibis for achivalion of balk te Extergenzy Opealtions Cauter and the Recovery
Facility locatuns, The BEMT elso provitges suppot ang direchon & oifather Regovery Respanss
Teams and decides whithoaronnet to atiivate Dased onthe gasgrapaic Ibcafon of tie affosted
Tapilify, Attachwvent 5, Work by Grilical Patl, shouid be used 38 o supplamentars guide fo-disaster
rEspanse by the EMT.

In tanden with the on-going sffors te recover business funcions, fhe SMT is alzo responsible for
wasntainiay Conteol Huont Gperations and managng allinmediale euppon tages.

Uetafisd infomation o idividual EMT member mios ond tesponisbiiies is provided In Alttachment 2,
Bisaster Management and Respopse Team Desciipiitne. in oeners, menbers ofihe Emamency
Managemeni Team are respossivie forimplemeniing e following actiohy to the extentrequired o
fianage e avent:

Paclars § disagier and arlivale dpplicabie porions of the Disnsior Recovery Plan.

Assanbie Ememgengy Mansgement Team laders ond laams.

a  Activalethe Enargenty Dperationg Sentar and noiify the Recovery Fagilly ?mparaﬁcns Task
Fotce of the intont to oecupy-the attemate work siis(s):

«  Provide guidanos and oversigh! of any or all actions necessany to ensure. fast sasfomdion and

eoovery Trom Sdisastern

Disaster Response Teams

The Bleasier Response Teams perfonm iie sclions of restoring or recreatfing sérvices duripg the
recovery process. These isams syecuie the Plan and instaclions provided by the Emerngency
Miznagsrienf Team. Tisefonr Disastor Response Teams are’ Damage Assessment Taam,
Technolomy Recovaty Toam, Grsls Comnumication Team, and the Business Suppiont Team,

LI ]

Deshaiod Hiormation on individugl Disaster fesponse Team mamber rales ang responshiies is
provided in Atteiunenl 2, Disssier Mansgomsnt and Besponss Team Descrplions, and Aachment
13, ITCRW Dizaslor Respanse Addendumn, for (TCWRiwast

Bamate fssecement Tean
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The Damage Assessment Team (DATconsists of two separate sub-teams: the Faclslies DAT and fhe
Fisttl DAY, The Fachliies Damage Assessment Team {0AT) svaluaiss the lavelof damans fothe (10
faciites i Hovior Anib Arbor in ihe aftermath-of the dispater, The Held Damage Asesssiriznl Taany, if
aeivated, evafuatas the vt of damage to e tansmisslon sysiem infrasirachum - and vwill Tocus on the
assessment of damags to fowers, ines, and field Kealions. Iniffat field seseasments will most lkely be
infigted by Gparations Conlrol Room personnet a3 part of syston: entefgenty procodures,

Tre Damage Assessment Teams are comprised of @ Faclities Damage Assessment Cpordingior; Fieild
Damage Assessmenl Goordinator, and personniel repisanting Fechinology, Fatilities, Prysical
Seturity, Human Hescurces, Flold Damags Assessmeni, and Safely.

Actions v assess Jamags w Crivical Cyher Assets By Bosir DA T s should be implementedin
accordance Wil Atschment 1, CIP-084 Critical Asset Rerovely Pla, Fomi €, i addiion 1o
Gther danrage assessment er s indicated befnw,

Eaclifes Damage Assessment Team actions include the following”

« Repoiiing infiat findings orrihe extent-of faclliles donage o the SMT withiny he first Bour
following & dzasisr,

¥  Providing-the Fadiilies Damage Assessment Coordinetor with information necessan s
sonpise the Damuge Assasament Chacklists for subsequent submital o tne ERT for revipw
ans avaluation withinfour hours of & disgster datleralive.

¢ Providing addiions) darage assassment inforination s e Fadfies Damags Asssssment
Coordinator for stbsegusnl uSe in providing ths ERFT with recommendstions for offsile raoovery
Taefity acivation.

+  Eonfnuing assessmentadclions unfl o complele esfimate IS availabls of which Tntiflies, syaiams,
and equipmentare safugoahls sad which are Ivepaable to altlow a complaty damage:
evatuation and fortuialion of pecessary artions by ths EMT.

+  Coomlating with the EMT to pravide information for media releasss and siher conmmunicalions
based on damage evaiuations. ‘

» Providing staff coniag! honnation to the EMT o aid in inwely disaster sponss.

s  Ensuring personne! safely dudng afl damage assessment aciivities and providing status
htormation to the EMT,

»  Rlatmshing physics! securlhy of fnciitiss, sguipment, angd systems o he maximumeedent
possite,

Thg Figkd Damage Asseasment Toam. Is comprised of he Feld Damage Assessmeni Catrdhialor,
Flald Damuge Agsessment Beprosaniatives, s personnel representing ULC, Engizasiing
Haintenance, Project Englnesring. end Relpy Enginasiing, as nseded.

Fiafd Damape Assessmant Teany sctions include the foflaving:

s Reporiing izt idings oty e extent of fisld eation damage to e Fisle DAT for submiltal to
e EMT within the firs! nour alier aawing o & damaged site infiowing ¢ disaster.

+  Providing:the Field Operations Laat-on the EBT with iformation necessan v complete fae
detaied Damags Assessment Checldists for subsaquent submitial i the BT Lead forreview
oy avatuation wihin Your hours of & disasterdecizration.

s Genimuing sbsessmient aeflons uplit a complsle estimate is avaiiahls of whish fisid locations,
associgiad izclitios, systoms, and equloment are saivegeaiile and wivich are imepamnbie fo
allow 2 complete damage evaluation and formulation of necessary sctions by e EMT.
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+  Cagminsting with the BT b provide informetion Tor mosla reioases and éiher communications

based on damsge evalualtions.

*  Pogvitfing B0 and ULC field staff comtact nformation e e BT 1o sid in timedy disasier
FESPONEL.

*  Ensuing parsshuet sefeby duringall dumsge sssesomsnt aolivities and providivg sheslus
infommation o tha ERT .

»  Béadnfaining physteal sectirify of FFC finfd boeations, equiphent, end systams 1o e maximom
axionf paseiie,

Jechnojony. Recovery Team

The Techanlogy Rocovery Team, leth by the VP — IT 2t Fetiliies & Ghigf Information Officar (51033,
coordinates e yecovery and suppord operations for iis parvers, percohst comoutens, laplops, and dafs
cammusileatinseqiptnent.  Fhis o i compnsed of four funttivnal ansas wih-comesponding leads;
Cosporate Ngtwork snd Data Genter Lesd, TS Lewd, FrmasialPaopleSolt Lead, s Fisld
Technology Lead f Enginsers.

The Techaoitoy Recovary Taam sotlong inchede he following:

s Dipmining backupsatedomn offisiles sforage, delivering it to e mslorafon sifs . and peroming
daia restoration, Enacsseany, usig He “Tope Brckup sid Resloretion Process” on ins O
shared drive,

*  Obleining fie necocaary herdwaie, soibvars, and nefwork squipmentiwesosaany to wetine the
el serveTs and e nelwolk archiechure:.

+ Resterafion and testing ¢f Tranomistion Banagenrent Syetom enaiment and sppiicafions.

« Restamtion ard ssting ot inondcial systems sngd applicatons.

»  Eresuring [het physize! sscudly systemz areinpiaes snd junclcnal ol ailemats data center ond
bushiese offine losulisne.

=~ Fpsurifg that T-eelated systems in date tenler focatissis ind sl igtatione. ars fomdional

« -Kotfying the EWFT when recovery facitics ate ready for siployes uss,

Actions io nontrof snd recover from: tfacks on, of domage o, Ciics! Cyber Assets shoufd He
impiementetl in sccordancawith Afiechmont 1, G10-088 Criticel Assal Hevovery Plan it eiditicn
fo the gonaral teohnalogy recovary gotions sfoven ahove,

CHsis Communication Team

The Casle Communttaficn Teny, led by the Chie! Buginess Officer {CBOY, & responeivieior
maisteiniig riafons with the outside woild When o disesler arises by handling communicatione wi
news media, cusfomers, padiers, govemnment afiivhils, sad emplovess. in atdiion, Bis sam provides
nstnuciions for 6% personinef who acenof 5 prt of the disastermooverg afion, The teaos by pomaprised
of e funcioanl wreas: Internaf gnd Exemal Communicetions, Legel, and Atminisiative Supporl.

Ciisis Commumontion Team asfions incude the fsliowing:
= Prepare publiz, comonste shatementy regarding the disaster and e compnny acions inkel:,
+  Coodingle withothar intema’ lesms egerfing apprapdiste messegsator sustomens, prriners,
and vendors,

+ Communicsts withy ginte and bocat governments o suppatt [TC disasler retovary sfforis,
= Copmunicais with feders! reguintors and sleciad officiets.
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Contuch medisinterviews, brefings, and phong Inguitss,

Monfior miedis coverage apd pulfic responss {0 onsk.

Natrlain employen communizations sngd provide direrdion ao equested by e BT
Continually apdate e omplayes Emargeney Holing.

Provide legsdt advice perfainiy o contradls, insustinee, propuly, and rest esfate, sis. dufing
recoveny apsratfons,

Pedinm east veviews of 8l planned Bternal and extenud communizatinne.

+  Agsishin the notifigaton and moeniioning of regilatony repotind requFemends Suring. exd
foltowing & disastsr svant.

R

Fhe:Businesy Subport Team is diviled inlo ives (31 sepertie tnsk Torges: the Recovety Faciily
Prepustion TaskForce, the Finands] Suppoed Task Foree, end the Loegishes Task Forse. Thateamis
espongibie inrensuring thet the ranovgry taciiny isremly tor sae. The Business Support Teoam Tesk
Forpa sctions fnehuds the fellewring:

LI T I S

+

Recavery Facllity Proparstion Task Force

+« Prepare Torand soosdmate onsipaion oT e tecovary Tachily, intfuding providng ififlies,
turmiturs, islecompiunications; squipment, and phons-oervics, B8 regired.

Holtly Grigle Comumuricalion Tery amd ERMT Hut the tecovery faelfily s reaty foremployses.
Esigblish phone strvice s hostdad by obier ceeovery tsems.

Coordinale site sacurfy ol the physic sl Sacuily group.

Halifty the Tachnolony Racoveny Team when the recovery fechity s roady for restoraion of tne
data santet,

LI T ]

Financial Sappori Tock Faree
»  Provide any funds reguired fo Srectly neaistivine racovgey offors
Logisties Yask Force

& Ohioln any nosdad matarials, equipmiont, or services as reguesied by fhe EIXT andisr siver
fask-foress in prepamiion for Recoverny Facibly aclivation.

«  Teanspotibic Recoven: Faclily Preparation Task Force and any necossany eguimernt sr fems
i e reocvery Tasity,

*  Order and debver offica suppdiss t the Revovery Faciiifes bassd op depermental
requineminis, .

+  Restoys compeiny Wema! mal and poatal ssnives b sl Revovery Pnclifies.

ivafion of the Emergahs

The rasponsihiity for exdablishing an Tmergency Gpemtions Cenler (EGQ) falls io- e Emmigensy
Meusgement Taam (EMT: Lead of, in the absence of he BT Lead. the Emergensy Response -
Cogmlinater, Fheih the COD argd ERC are aheend, any momber of the EMT cen gsbvale the BEDC,
The krcation of the 500 Is Mk, meening thet depending an the affscied greas! the EOS may e
otated on the Rovi campug, of fire Ann Ashor oetion. Aftachmant 4, Emergency end Recovery
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Facitities, deseries the EQC loeations, TCMW EDC localions gre descrbadin Atfachmend 13,
TCWMW Digaster Recovery Addandums,

Activation of g Designated Recovary Facili

The msponsibifity for diresting ncfivation of the designated moovery Taclly falls onthe ST Lead or, In
fhe aheence of e ENAT L, the ERC. # both ame.absent,_any ofber memissr of the EXT may aolivate
the recovery iaciily. Damays to ITC field faclliiss, siruchres, and sysiems that lsaves ihe Now
Haadauariers angfor Anp Athor faclity intadhwill be manzoadfronythoss localions, ss sppropiials.

Assuming the 0tg] destruction of inoperabliity of the Novl Headgquariers of Arin ArBor facillly
Wichigan, andior ihe Coedar Rapids or Dibudue fatifly in lowa:

» Within four hots.of o disastor, the EWMT Lead, or an slismate, determines the progngsisfor

sncovary of the dampged systeminror amafs) atfhe sffecing locstion through-consuttation with
" the Damage Assgssment Teams,

+ (ffaciiy damagk 2fihe Novt Hemdguartars, CadarBapids, or Bubugue-faciiy s sstimated b
{oks ongerthan 24 hours (o ropalr or 4w nesuimplion of husiness obarations, fhe ERIT notiffes
s Rocovely Faclly Prap Task Force of managements ntenlins o tlitize altemats work slies.
Atachiment 4, Emerngancy and Recovery Facillias, containe miore informationabout #re pre-
awrsnged recoveny fatiftles in f4ichigan and Altachient 13, ITCHEY Dizasier Resowsry
Addendum contains-ows faciifyfformnailon.

For less than wonst-case dioaster zeanafos whelt rsfocalion fo e recoverriadiily may nothe
necessaty, f damage is eslimatad {o take lows Ban 24 hours 1o recover, the EMT Lead may elscinol to
use some oF 5 of the dosignand sllethale work slles dopentiy on the expotied bnpactto (TCs
buysiness, and fiw-ovent’s Sifect on Crifical Physicae! endlor Uyher Assels.

6. Business Continuity Procedures

Tuis section of the Disasier Recovery Plan-deseribas how onitfcal business funslions wiit igeums
functioning at gfiemate ocations orice compeny nelwolks, formation, spd comiminication syshems
havis beenpsrpveres. .

Any gifvrmeiion regsrding eontracls biebween FTC work groups and extems! enifies, mads fo ensue
busingss confinully ivsuspen of this Plan, must be mahieired and available for reference in the
misteisied access Disaster Recovery shated drive on the' [TC notwork. Each depariment Eend i
responsible for ensuring that information regarding thelr vendors and any sulisenent updates sre
provided (o the Lega! Depanment for incomporation in ihis dusument,

Alterniate Work Site Flan

Since nefther of the Michigan eovery faclities In Ann Atbor z2nd Belleville can suppol o comidlste
comiplemant of parstnnel, an Allemale Woik 3 Plan {Atlachment 7), has:basn astablished o provids
detaiied ficiings of aiemale waik ecalions and parsonne) assighsd (o sach during an exfended disasier
renovery process. TTCRW meavery faclities and the gesociated Atlemate Work Ske Pian are
described in Allachment 13, TCWY Disasier Recovery Addendur:
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To ensum g siyooth fransilion from disaster rotovery work o Dusiness contimuily procedures, alf wok
oreup-Leads dre responsiole ior pre-emanging faclity access o aflamaie work locatisns, as applicatia,
for el staff membes,

Deparimental Procedures

Duning o isagior recovery sfforl, implemeniztion of Busingss Continully Procedurss maybe required to
frgintri hushness funclions 1o the maximies extonf postihie Snd alfovwr rasumplion of day-fo-day
aperations. These procodures descrbe the activns hecsagery {o suppor disaster recovany by
funcliona: group and trovide ¢ hiph-level process io halp resume gepatmend funclions ones company
systems, mebworks, #rdf communications have been resfored.  Delnfed descripfions of the-work proups
shownr balow, Intiuding simtegies, resturee plans, attemate work site naeds, and ofhsr amplitying
informption are proviisd in Atlachment 3, Busihess Continily Plan Rolss and Responsivillies, Fer
G Hidwest iformation, see ABachmerd 13, ITCMN Disaster Regbven Addendum, These
protedums provide 8-working stiucture for the necessery netivities unii deparimants Have mlumed Ts
nomvnt openstion in 7 permenent facify with the fut complirivent of atatl

All Bepartmetits
Erring Be c&éﬂw:
Duiing: initial recovery ¢fforis, e mies of al deparimeniswill ba ty

v Coordinate wilh thelr EBAT represeniativesidepartnient Beads, the BMT Lead and the
Emergeney Hesponse Cecminalor o assist with tiaaster moovery eflors &s described in
Suction &, Esaster Recovery Procedures.

¢ Al MenacerdSupervsorswith.divest reports to contact their diract repords (both emgioyass and
eontractors lo notify thearof the-disasier,

v Moy slaft members when syslems and nbinoiks ste back Iy sewvics, and whenfvhens fo
report e woik per the Allomaies Wosk Siie Blan,

«  Cordsct cifical vendors srdior contraciors for asdistance s deseiithagd n current suppmt
cotifracts, if sny.

Following: Network and Systen: Restoration:

Bay 4

The first day @ler nebyork and syslom restoralion, the rolos of sdch work grout: wit indads aclims
necessary o-resiahiish funclionalily and rslun (o normal business to-he maimum edient possible.

To 4l i thalefforl, mach work group Lead Wil arrange o planaing mesting with afl, or z.core tsom, of
the group stafi to:

#  Ermure that ol Wik gioup resources kimy what o do, how i conmunicale with each nlher,
wihers tomect4if nel o locaied), ard-how to coordingte faske.

«  [deniifyeand privrifize corent neats, olher woik In profess, and outstanding issues prior o the
dizagier o formufate sn ackion plan for the group.

«  Ornganize work, make assionments, establizhyschedulas, and communicalz that Bfamiaiion o
e vtk group S,
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& oty otherwork groups how fo communicale vath the siafi guring the Business Confinuile Plan
fransion,

« Implement contingencies T key siaff s unavafiabil, or sswork tequites, indiufing reassigning
sigl, proviiing accsss prviteges (o aifow perfotiiance of kay tesks, and so fofth,

Buysiness Strate
Foltowing network & systom rostoralion: Deys 2+
The Leud g Cors Team il

»  Notly oliter Business Sirateyy sish wher they should retuns o work and provide guidanca an
et privrities and aolvitlas, i ol akeady done,

*  Farifitate brisfings and comymunitations balween menibers of ihe group.
»  Delenwine whether & worl-alound process B reguired as the company resumes normal
apsration
Corporate and Financial Accourdi

Bering recovery eforts:

e addifion fo e aolionsnoted unider “AH Deparinents™ shove, tho Confrfiar, i conpumution with
Treasurer, wWill approve cash famfersipayivents during recovaty effolls.

Fallowing metwork & system restorglion: Days 2+
Tie Conlrofier with
¥  COvesse Comoste srd Fnarcial Accounting scivities.
+  Arzngn for Acoouniing Deparment bajefings and compwnicalions mlemally and axtemally, as
appropriate.

«  Distinofification of Corporste and Finaneial Avcosnting stalf, internat ITE custumers, andg
oiiskie audiors regasifing new phoneder numbsrs when the Belisville offices are ready for uss.

+  Jyersse rasumplion of siaff activiliss.

«  Detorming whether 3 work-pround process s required 16 process payinents (ouiside of the
disasier recovary Process) s e COTORANY fmitimes wormal apatation.

T the extent necassary, socounling sisl wilt manually ecord purchases, spprovals, and:
trackingipaypent of invoices.

Once Human Resources systeny inpuls te the payvroll processing sysiom zre rastored, emplovee
paychecks wil sgsin b processaetd nommldly. W necessary dup fo exiended svstem undvaiiabifty,
Arcounting —Payrol may-sfact 1o pay employess based o thair et reguiar paychedks sid provide
& “teneup™ o thigse payments aier compleds systen: reeforsion.
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Foltowing network & system restoratioh! Day 1+

s The Engineering Malnletiante and Equipment lead wil faciifate reguiar comminications among
Engineeriag staf, other wnrk growups, s UL regarding maktenance schaduling aclivities and
eonrdination.

«  Rolly Mankensnee sud Power Enuipmont Enginzers of the schedule-for raposting 1o work at the
Norheast Substation and dssion work prioniies.

Desian Enaineering

Duzts Hs specigiizet ares of exparfise, the Doslph Enginsering group hies mfsd abiity to assis! with
otherwolk, bubwilt orovids rechvery suppor o the smxingm exiont possink,

Following network & system resforation: Deys 1+

The Desian Emineering Lead wilt contact Black & Veuich and arraage for his group 4o work {rom fnelr
offices. Design Engineering Lead slong vwiih: the: docymient menagement esources wil work from Ann
Ashor, Black & Veaith will provide notwork sooess so Hie Design group mambers tetld VPRnlo the
ITC natwork.

Prolect Engineering

Folowingnetwark & svsteny restoration: Day £+

+ TheProjact Enginsering Lend wif nalify Fiald Supsmwisors and Project Engingers {o teport iy
their allemaiswork sltes.

+  ThaPrject Enginseiing Lead will facliftiie a mesting with Principa! Enghisers e coardingis
with Read DRty (buyers, sappiy chaln ang warehtuse), &5 wel s LG Digpateidiipid personnsl,
and the Gparalions Depantment regarging planmed activiies.

« Povids guldante regasding priorifies dad ressmpdion of projpdf athivities.

*  [osniy any work-around procedures with Resd Clly, ULC or oiher omups if ers s an
inteyrption Iy conneclivily or datearoossy.

Daring recovery sfforls!

i addifon o e aolions noted tnder Al Departments” sbove, the Reélay Enghieenng Lead with
commiznicatie reopvery sialus-and nssisiance needy o B0 and Hvdaker-Wisatiske,

Foltowing neiwark & system restoration: Bay 1+

The Relay Enginearing Leag will
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» Facilitate reqular commenications belwsen enoiesriny sioff, oflee depariments, ULG, and
Hydaker-Wheatiske as stalf works Trom: the Nortiesast Subsiation.

«  Provide direction. st gistuss swork plans wilhy e Saajor Relay Desing Engineer snd the Bepior
Relay Parfformiancs Enginssr ¥ prenare work assinmenis fot e remeiting Retay Oesign snd
Parfarmance Ehgineers, -

» Hofily Relay Design and Perfarmanes Engiears of the schevdule for reporiing o wark atihe
Morhozst Subsiation and Ann Astes loratiohs aad assion work pripriiss.

« Communicate sisfus and coprdingle resnurces with. e Direcior - Assst Managenent.

Days 3+
Thz Hatey Enginesing Load vl
& Provide dinclion to Belay Desigr and Pedonnance Enginears teporiing for work st the
Nottheast Subgidtion.
Mptsr The Relavw Dasign and Pefformiance group may rictnecd s fepait to work for several
days holiowing o disaster, depending upon the level of fisld walk,

Tis Rofay Design and Pedomiance group’s-work foad iliowing 5 disaster woudd primatify slion
with the teve! of doties fald wosk, which is largely diivers by projects. Thixgroup maintaing tslay
satiings, cflen changed i real time, is CAPEIASPEN o Asset Sealy, and can work off aoti-
nehvorkad apnsio do sfudies whilsthe ITC ootwnil is not avaiabis g3 ing & the software
key Bavginble, Inthis case, e solbigs and solling tempidies cumantly savedt on v sevel
gould he nin of laplons and later updatedio the servers

Faziiities
During recovery stforts;

I adafion o the actions noted undar *All Depariments™ sbove, fhie Dieclor — Faciliies and Securily
wiil
s Funelion as Faclitios Damage Asssssment Coodinalor.
s Dirert prepzmbon of altemats work sties{oruss,
« Delemine Foddfional, alfeinats spose s nosded for ovadow tue fo combany prowih singe ihe
inst plani update.

s Nolify ine nightf craw of ihe disasier and provide dirsclion as fowhal the nexistens ane.

Foitowing network & systonm rextoration: Baye 1+
The Direstor - Fadiliies ang Seeufly witt

« Facifiate planging discpssions with e Faclils/Saciity group to delerming ihe support
neaded st the ailomale work sltes,

«  Communicale feiily plans o olher departments, patlicutarly for groups thatwillhavs o
coniinue working ranotely until additionat or pemansat work sites are available.
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Fhvsical Security

Burings recovery efforisy

In-atdition 1o the atlions noted undes "All Deparinwents”™ ghove, the Sscumy Manager witt

« Lead physicsl security disasier esponse ang recovary stiorts undil physical seeurity and
monitonny systtinTs are resfored.

«  Petfomm alher activilioe govemed by physical seourly policles, procadures and plens, sugh 530
o Coordinaling with coctoency rmsponse and eat authorfties.
o Arranpkyy for soidifonal physica) secufity tesburcss Suting mEp0Nse and Mezovery §ffors.
¢ Seling up stcess conipbsysiems and prepaning shemate work 2lies foruse, ig..

Following network & svsfem restoration

251 .
The Secwlly Manager wit fxcliisle g planning session wilh this Sacurity steff fo;

«  Beltp accessoonbotinr Bellevids and mvise avesss priviteges for 8787 working 5f aiternals
sieg,

s Depioy Securfly siaff to various f7C localions 1o ovetses sequrily sifors on-<sile.

Days 2+
The Setudiy Manager wilh
= Frovdie drection o Securty Coprdinalors and siaffl

« Nofify staff when other 170 pemsonnst-ars sot #p o wark i Balleville and otteer s8e5 {as
appliicabley and provide mew cordatt ffarmation.

»  Assist Wil securiny wress el maule repalifaconstiuction.

vormation Security & 1T Sovern

ation Technglo
Baering recovery effonts:

In wiigition o the sclions noted Jnder AN Deparimenis™ abiove, the infonnaton Beaniy & 1T
Govemnance Lead will cooriinale ait actions required by Attachavent 1, CIP-084. Crilical Azsst Recovery
Flan.

i neossoary the Lead will direci backupape dala teldeval and restoralion #s describad in the Tape
Hackip end Restoration Process,

Foflowitip wetwork & sysiem restorafion:

Days 1+
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Tha Lead will srmange and faciliate & meetny with key mambers of the proup, fcheding the i7
Purchasing Lead, Telecommimicalions, and Apphcations Suppor pursennsl, fo develtp a plan for
satuming {o normal-opsration. The mesding should inchide discussions on work necssagry te change
ihe focus from fecavely {o continudly sfions.

Information Technology: After the Fact Reporting

Folitwing network & system rostoration:

Days t=

The group Lead will amange and frelitile o planniy discussion with kel membsrs of the After the Fagl
Repadiing group, Ingtuding e Produciion Lead and the Senfor Sysiems Anatyst o davelop arplanfor
refoming fonomnal opemtion. Thig meeting should Include distussions en wolk necessany o olands
the Yorus from reboverny 1o continyily efforts.

lnformation Technisiogy: PeopleSoft

Following network & systemtestoration:

Bay 1

The PropbiaSolt Lead wilt amange and faciftsls a planhing discussion wWith keyy membas ofihe
PetipleBoft feam, intluding the Sysliem Analyd and Dalstnse Adrdnistratal, to-devalop & plan for
relning fo rooad) operation. Th miseling should intinde distussions of work necessan! To change
the fots from recovery 1 eontthuily effors.

Doy 2+
The PeoploBoft Lead Wil notify adolional PeopleBoft resources 1o retums work and will provide
diection en the prioriffes ardd acfivities inni need o bo gatdrssed.

infarination Tashnology: TMS/ISCADA

Eretingg recovery eferis:

in addiion o the actions noted undsr "All Depariments™ abive, the information Teshnology -
TISR/SCADA Leads vill coordinnte TMEISCADA aclions reguirad by Alleciiment 1, CiP-084 Crilical
Ascet Racovany P

Following uatwork & svstem rentoration:

Days 1+

Tha Leads for the: TRIE and SCADA gmups witl ansngs and facliiale & planning. discussion to develop
7 fian for refumitig o nonnal spemiion. The Meeling shoulls Inciude idopiification of any tasks that can
e parforraed remolsly and assignnient of tequied resoumes and Menificalion of personnefwho
shoulid plan fo-work front the Apn Astor {ocatios,
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Leal Department
Following network & system restotation:
Tay 1
The Gener) Counsal for Uity Operations with
«  Aange and facilitate o planaing session with the Legal Depariment slferreys fo discuss the
siafus. ang iinpact of recovery effors,
+ ideniify appropiisle poinds of tontactalmate poinis-of contneciio oblaly fhe information the
tsgal Depariment neads fo gridress the issuss.
= Idenfily and prionifize fegat issues rdated fo recoverny efforts, other work in progress, or
culstanding lssues prior lo the dissster,

»  Holiy ntemat customers, legal service providers, and the EMT wheve the Legal Department will
be ophrating aid how b communicaste with the gmep.
Days ¥
The General Sounse! for Uiy Oporations wift overses Lagal Deparuent woik, amb
= Provide direction 1o the suppont staff,
= Fachitaie brisfings and commiinications indemally and sxdemally, a8 approprigie.

= Nobfy Legat Gepatimbnt stefl, infamal custorners, ahd auiside totnsel of new Bhonhsfay
numbers whsh relecating o Ouisile Counss! Cffices ke Dykema.

Real Time Operations {Doss not include Shutdown Cootdination) dhed
Cotitrgl Area Operations

Buring recoverny efforis:
i -addifon o the-aciions noled under "AlDeparimentsy” above, the Real Time Operations gnd Cordrg!

Area Gperations Leads will covsdingte Reol Time Qperations ant Contral Aren Cperations sifois s
fesolve any dismuption o tonumiasion systom and'Lotal Balancing Authorite speralions.

FoHowing nelyork & system resteration:

Daye 2+
The Redl Timey Operations and Confro! Area Operations beads will ovarses and nusmge Opsrafisis
ook, stoleas:
+  Providng directon o Transmission System Coordingiors and Sysiem Refisbifty Controlise
vaking = 2 Contrel Room.

+ Providing dimsttion {o Gperalions Technicione worling friom home, cduding changes
substation one line diagrams that are mairdaied and accessed by Geldd siafl.

The foliowing are general pideiines for Oparstions staff o relum {o work:
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o Transmission Systens Coontinaors ahd System Relabliity Controliers wik work ouf of Ann Athor
according 16 the schedules eslabiished for Opsrations.

+ The Diretlor - Real Time Operalicns, Manaos: - Operaticns Controt Reom, Manager — Contml
Area Dparations, and Supendsor — Conlmet Area Opatmdions witt work put of Ann Arliorn,

Shutdown Covrdingtion and Operations Enminesring

Faliowing network & system resforation:

Days 2+

The Shuldown Coqrdimation and Opermiions Engsernng Lende will overses ang mapags
acliviies, such as:

»  Proviiing direction W-siaff et esch iveation § ={aff reporiesds mulple benfiong,

« Facifialriy regdlar communications, since siafl may be wotking at différent locafions, and
amangng tee-io-fate mealings when dppropriRis.

»  Hoifing stalf sxpectet o work af tie Ann Ariar boation wiern the fatiity is1eady Tor uss,

»  Bgd@ying oiher work oroups and parinets of A Aror phonafiax fumbers,
This Opamiitns Cogineening b ead will 8lsp paricipale by the: 8847 g5 the Operations Laag and
ik aci asns representative of the Reat Tine Opergiions, Conlrof Aras Cpomfions, and

Giperslions Engireeiing groups fo provide feesvery and restoration updalss amd covidinsls
GOR saffars with the EMT thisughout e recovery efforts.

Safety

During recovery sflorts:
in addifion o the aclivns poted ander “All Depatinenis” shove, the Safely Lead wili

»  Pogdomm ofreraciivities gz gavamed by ITC salaly pulictss, proredures and plang, such as;
o Coomdinaling with emzrgency reponss and lpeal attheiilies,

o Faciitating emergenty svatealions, assisiing with and cotrdimating eqrs Tor the: injured,
and warking with Hunan Resourtes- o noliiy famifes.

o Cougdineling adilionst sefely resturbes for suppott response ar retovern affons.
o esstigats any incldents srvaiving Workers Compensgiion s suon aspossike.

Falfovwtng network & system restoration:
Day+

The Safoly Leat wik amange snd fatiiinie & planning session with the Sefely staff io deploy Safely siaff
1o varipus 1T loeafions 4o ovorase safety and sscunty efforis st each site.
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Diays 2+
Thie Safely Lead will oversze and manage Safely effors, suchas:
+  Providing direclion to Satety Coordinetors.
+  Notifying staff when ofher parsannet are sef up io work ine Belleville and ofher siles {as
appiisable} aud providing new comtact infomeation.
+ Enmuing woik aroas are sale, Inclmling those areas thel requite repaiieconsinclon.

Other Devartment Work Groups

Thessgroups incheds Compiines and Training, Long Temm Pianning, SupphsGhain, Tressiny &
{nvestor Refations, Financief Plannhy & Analysis, Humen Resoizess, Devtlopinerd, Fedeml Adfairs,
and any othergroups not specifically identified.

Following networic § system restoralion:

Days 24
TheLead Yor sach group wil;

«  Nolify other siaff when they shotild sfart worl@eg ont of e Allermate Work Sile looaion and
provhis guidance on fhelr priorfies snt aclivities.

+  Faclitate twiefings and communications, sihee alfstaff personnst wilt be wotking remotaly,
» Defenvine whether s work-sround process s reqiited as the covepany resumes narmal
operation.

G Daster Recosory Fan Pagedfof 118 Fay 003
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ITC PROCUREMENT STRATEGY
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LETTERS RECEIVED FROM ITC’S SUPPLY CHAIN VENDORS



260 Parkaway East, Hilsade trdustnal Park.
Duncan, 5C 28331 USA
v AFLglolal.com

April 17, 2012

Steve Sczytko

Director - Asset & Related Services
ITC

27175 Energy Way

Novi, M| 48377

Steve:

For over 100 years, AFL. has been designing and manufacturing accessories for deployment by
eleciric power utilities. We have worked with all of the major transmission utilities, including
Entergy, and from our perspective, the following points are key when ITC acquires or constructs
additional transmission infrastructure:

+ Unlike Entergy, who has to spread its capital expenditures across distribution,
substation, generation and transmission assets, |TC has the ability to focus on the
transmission assets. Given previous acquisitions of assets in lowa, and new
construction in Kansas and Oklahoma, ITC has improved the aging assets of the
incumbent ulility. Enfergy’s transmission assets are aging, and are in need of either
rebuilding or upgrading. ITC will invest the capital necessary to upgrade and maintain
this fransmission system.

e |TC utilizes state of the art telecommunications systems to operate and control the
transmission of energy across their infrastructure. In some areas, Entergy’s
telecommunications network was built in the mid-80's, and needs to be updated to
newer technology that will improve the efficiency of the operation of the overali
fransmission system. Again, ITC will invest their capital into upgrading this overall
telecommunication infrastructure.

« Because ITC’s main asset is the fransmission infrastructure that it constructs and
maintains, it can focus all of its energy to making sure that asset is buiit and operated in
the most cost efficient and reliable manner. In the areas that ITC serves, AFL has seen
an increase in system reliability primarily due to this focus of all of ITC’s efforts into one
common goal — maintaining a world class transmission system. During any natural
disaster that can occur that damages the electric grid, most utllities have to focus on ALL
areas (distribution, generation, substation, transmission, etc.} in order to bring their
systems back on line. ITC has one major asset to focus on, and as such, have systems,
teams and material in place o quickly gef this critical grid infrastructure back on line
quickly and efficiently.

e [TC has standardized on the system components used across their transmission assets,
and it allows them to leverage the lowest overall cost for these products. This same
philosophy wiil be utilized across the Entergy territory, and will allow for additional cost
savings in the maintenance and operation of this system.



ITC Letter
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{ ook forward to working with you to confinue to design, develop and maintain North America’s
transmission infrastructure.

Sincerely,

S, T

Stephen Ferguson
Vice President & General Manager




Hubbell Power Systems, inc.
Patrick Clemente
RVP Noriheast Region

1770 Windsor Trace

Warren, OH 44484

Tel: 330-314-7688

E-Mail; piclemente@hubbell.com

April 18, 2012

Steve Sczytko

1TC Hoidings
27176 Energy Way
Novi, Mi

48377

Sleve,

Per our recent discussions | am pleased to provide you a proposal to capture the savings seen by
ITC in participation with the VIP? prograrm with Hubbell Power Systems. Below you will find two
sections outlining the value add from HPS on major projects as well as detalls of the Alliance
savings for the confracts in place. These details can be usad as savings specifically for project
proposals and a baseline for savings on our contract business moving forward.

«  Major Projects - Alliance Advantage: 5%

»  Project Management

o Dedicated project management, engineering, and foglstics to support
alllance projects.

o Guaranteed production slots for committed projects within the alllance. This
prioritization protects alilance partners from potential changes in delivery
constraints due to market fluctuation

«  Towaer Pacl/Kitting Service

o Project kitting and customized shipping services from HPS provide seamless
materiat handling and installation.

o Reduction In contractor labor hours during installation by packing material to
suit the specific needs of the project and/or contractor,

= Product Standardization and New Product Davelopmeant

o HPS has and wiil continue to lead new product development and
standardization efforts for projects within the alllance. These efficlencies
will benefit ITC in providing a fluld process on projects from start to finish.,

»  Training

o Customized transmission and substation training for the 1TC work forte and
contractors on site. These seminars are provided to suit the needs of the
particular project or application.

«  Testing

o HPS maintains Corona/R1V testing capabilities at our Iab In Wadsworth, Ohlo.
Testing protocols are in accordance with NEMA 107-1987, IEBEE 454, and
ANSI C28.1. These testing services represent a mindmum cost savings to
ITC of $5,000/assembly.

o HPS maintains mechanical testing capabilities of hardware components,
polymer suspension insulators, polymer line post insulators and braced line
post assemblies at our labs in Wadsworth, Chio; Leeds, Alabama; and
Centroifa, Missouri. All mechanical testing included In the Thumb Loop
proposal is included at no cost to ITC. Typical lab costs for this type of



service can range from $4,000 - $6,000 per day depending upon the specific
requirements.

o HPS maintains full scale 3D E-field modeling capabllities of complete
insulator assemblies using the Coulomb modeling software. Depending upon
the complexity of the assemblies, 3D modeling costs and E-field stress
diagrams can be as much as $3,000-$5,000 par assembily.

*  VIP? Agreement — Alliance Advantage: 7%

v  Seurcing - Alliance Advantage: 2%
o HPS Alliance program offers best-in-class; supply chaln management, e-Commerce
capabifities, account management, performance reporting, and enhanced warranty
terms.

»  Commodity Indexed Pricing - Alllance Advantage: 2%
o Contract pricing linked to commodity Indexes, reducing pricing uncertainty and
allowing contract pricing to move In sync with the commodity market,

:  Inventory Management - Alliance Advantage: 2%
¢ Delivery Commitment
* HPS dedicated contract carrier to deliver a full truckload of products per
negotipted schedule,

o Guaranteed Lead Time
«  Guarantead lead times on contract items, by product classification, to keep

ITC Isolated from changes seen by the balance of the industry.
o Stocking Manufacturer Commitment
»  Prority access to $40 million dollars of T&RD inventory within HPS distribution
center, This front of the line service allows for superior on time performance
to eliminate material shortazgas at the jobsite,

o 5Segregated Inventory
v HPS managed account-specific segregated inventory, taliored to the needs of

the alhance,

o Prefarred Storm / Natural Disaster Response
+  HPS DC maintains sfgnificant quantities of “starm replenishment products” to
sult the needs of 1TC and provides immediate response In emergency
situations.. ITC receives prloritization within HPS for required storm

materials.

*  Warehousing/ Logistics — Alllance Advantagse: 1%

o Bar Code Capabiiities
*  HPS custom bar coding capabllity avallable to suit the needs of ITC or

contractors on site
o Delivery Service and Unmatched Logistics
= 95% on-time performance for contract items, within one year of alliance

commitment,

Our entire HPS team takes great pride in the agreement between ITC/HPS and is looking forward
fo the enhancement of this agreement.

Sincerely,

Patrick Clemente
RVP Northeast Region




M. J. ELECTRIC, LLC

200 West Frank Pipp Drive + P. Q. Box 686
Iron Mountain, Michigan 49801
‘ Phone: (906) 774-8000 « Fax: (906} 779-4217
A Qumu BERVILES COMPANY Wi, ngielecfﬁc. com

April 17,2012

Mr. Steve Sczytko
International Transmission Company

27175 Energy Way
Novi MI 48377

RE: MI-ITC Alliance Benefits

Steve,

Following up on our various conversations regarding our Alliance model I have captured
a few of my thoughts and observations as noted below.

As a Utility Contractor with a national footprint, M. J. Electric, LLC (MJ) has the
opportunity to work for many different customers, under a variety of contract arrangements. We
are currently engaged in several large Alliance style contracts, each with different requirements
and expectations from our customers. The Alliance relationship developed with ITC over the
years has been successful and unique. It is unique in that it has out lasted the majority of any

- Alliance formed, considering that most fail within the first 3 years. ITC and MY’s unfailing
commitment to the Alliance principal has allowed us, as partners, to mature into our roles and

reap the benefits that the Alliance produces.

Experience has shown that the two areas which are impacted most in a long term Alliance
are Safety and Productivity, both which have a direct impact on cost to our companies. These
positive benefits are realized only after a period of time where the culture and traditional
mindsets begin to shift away from the norm and fruly begin thinking about the best interest of the
partners, This happens subtly, as trust develops and relationships grow.

Qur records show that long term Alliance contracts ultimately produce the safest work
environment. This is not an immediate resnlt. Usually by the third year a level of sustainable
improvement is seen. This is due to several reasons, some of which are:

e ITC has led, promoted and supported safety initiatives and training throughout the
life of the Alliance, The expectations are clear and the pariners work toward a
common goal. ITC is an active parter in our safety planning,

s Consistent and steady work flow allows the crews to stay together and filter out

unsafe workers from the crew.



e Although extensive training is done throughout an employee’s tenure at M, by
the beginning of the third year the crews have been frained and re-trained several
times on safety processes, procedures and expectations, The re-training enables a
cultural shift to begin in many of our folks as they begin to understand that safety
is a mindset and lifestyle, not just following rules,

¢« Once the cultural shift begins, we can more effectively train on risk behavior.
The ultimate goal is to have a company of individuals who perform in the safest
manner, not because of a rule or process, but because it has become their personal
conviction and they would not think of allowing themselves or anyone on their
crew to perform any differently. We are seeing this starting to take root,

e The benefits of Lessons Learned from near misses and other incidents are more
casily carried forward with the crews which can often get lost when crews split up
and transfer to other customers or contractors.

= Success breeds success, in that when it is seen that a project can be completed
safely and productively, the bar is set higher. The safer we work today, the safer
we expect to work tomorrow.

Our records also show that work performed in an Alliance agreement is the most

productive work we perform, due to many of the same reasons noted above. Items to note are:

¢

A crew that works together over an extended period refines the work practices and takes
advantage of the savings. 100% of these savings are passed on to ITC on a continual
basis in the Alliance model.

By developing a solid core of field leaders, assimilating new craft workers into the crew,
due to increased workload, is more easily accomplished. The core individuals are able to
bring the new group up to speed quickly.

The Alliance model is good for employee retention as the craft understands that they
cannot hop between multiple confractors and still work on ITC property,

The relationships formed, at every level in our organizations, allow for quick resolution
of any issues that arise. Expectations are clear and management is driven fo show
continuous improvement and added value.

Beyond the savings captured in the productivity improvements, the largest area of
savings in a project is vnrealized risk and contingency dollars that must be accounted for
in any estimate. Although certain risk, such as weather, can have a huge impact on the
cost of a project, early involvement and pre-planning allows us to mitigate risk and push
all savings back to 1TC,

Page 2 of 3



I am surc there are many other relevant items to note pertaining to the Alliance mode] and
would look forward to discuss any of these in more detail. Please give me a call and we can

discuss at your convenience.

Very truly yours,
M. J. ELECTRIC, LLC

ol e

Edward E, Farrington

Senior Vice President, Utility Division

DID#906-776-4557
farrington@mijelectric.com

EFid
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Southwirs Company

One Southwire Drive
Carroliton, GA 30119, USA
Telephone {770) 832.4242
www.mysouthwite.com

@ Southwire’

April 20, 2012

Steve Sczytko
27175 Encrgy Way
Novi, MI 48377

ITC Holdings and Sonthwire Company have been alliance partners since 2005, We, at Southwire
Company, feel this alliance partnership has bought about many important and valuable
advantages to ITC, Please take a moment to review some of these advantages I have listed

below.

Engineering Assistance & Training
In addition to our products, Southwire is the leader in our industry for technical service and
support to our electric utility customers. Some examples of technical assistance mcIude
« Preconstruction clinics and training
Assistance with sag and tension calculations
Assistance with thermal rating
Clarification of operational information for conductor
Presentations on line design and conductor choice
Improving power transmission in limited corridors
« Detailed analysis of failed conductor

[ I N )

o

Some specific examples of Southwire providing 1TC with technical assistance include:
o Annual VR2 training classes held in the Midwest region
o Promptly responding to VR2 installation issues
e Inthe field installation observations
¢ Detailed field report summaries
¢ Analysis of conductor samples




Emergency Respense
Southwire’s Emergency Response Plan specifically describes the system Southwire has in place

to respond to our customer's needs in a crisis situation. Events that create a crisis situation range
from natural disasters (hurricanes, tornados, ice storms, earthquakes, floods, and other
phenomena) to the man-made interruptions in service. This is standard service for Southwire;
however, in the event we incur extraordinary but reasonable charges for freight, raw materials,
ete, we reserve the right to recover those charges.

Southwire operates 24 hours a day, 7 days a week and has personnel on call for the purposes of
initiating this-plan in the event of a customer emergency.

Once the emergency has oceunrred and ITC has surveyed affected areas, the procurement process
begins, ITC will contact Southwire with an order detailing product and quantities and Southwire
will begin locating or producing the material. If product is in stock, we will ship material ASAP.
However, if material is not in stock, we will begin the production process, which could begin
with obtaining raw materials. If raw materials are in stock, we can begin the production process.

When a customer demand exceeds the normal production capacity, Southwire will utilize non-
standard routing to manufacture the products. Southwire has substantial flexibility in its
manufacturing process within each plant. We also have flexibility in producing products at
multiple plant locations. It is Southwire’s practice to move emergency production orders to the
front of the line in our manufacturing schedule,

Southwirc has 9 Master Service Centers located strategically around the United States to allow
same day shipment of orders. Southwire also maintains inventory at its 10 wire and cable
manufacturing locations. These warehouses are manned 24 hours a day, 7 days a week.
Southwire has a dedicated fleet of trucks and good relations with multiple transportation
providers to ensure we can ship our products to any location as soon as we can determine where

they are needed.

Production Capacity & Delivery Commitment
Southwire is committed o providing the highest level of delivery performance possible. As

previously discussed, steel core wire and aluminum rod availability has significant impacts on
conductor deliveries.

In regards to steel core, this sifuation has slightly improved. We are committed to aligning our
steel suppliers with our systems to manage production schedules in a manner that meets ITC
project needs and requirements, Ilowever, the situation with aluminum rod in the industry has
become even more tight and complicated. Fortunately for Southwire, we operate 3 Aluminum
Rod Mills in Hawesville, Kentucky, Our KY Rod Mill produces approximately 38 million Ibs of
aluminum rod each month, We supply all of our manufacturing plants with our own rod frém

this manufacturing facility.

AsITC expands and grows geographically, Southwire grows as well. Since 2010, Southwire has
invested approximately $20 million in manufacturing equipment and equipment upgrades to




service transmission customers including ITC. Some examples include the Drum Twister in
Heflin, AL, Bare Transmission Line in Carroliton, GA and other equipment upgrades.

We are currently giving preferential allocation within our production schedules to ITC as your
work plans dictate. Additionally, we are not expanding our customer base due to high
transmission demand. We remain focused on servicing our alliance customers to the highest
potential. We also work diligently to give ITC precise and timely information regarding delivery
schedules, We understand the need to delivery commitment compliance and are confident that
we can meet your expectations by working together to manage material production and delivery

according to your forecasts and plans.

In closing, it is clear to see there are many advantages to the ITC/Southwire alliance partnership,
With ITC’s recent acquisition of Entergy’s transmission assets, these benefits will all be
significant focal points for ITC, As stated in the alliance agreement, Southwire is committed to
supplying ITC at the same high level of response, quality, value and integrity. We look forward
to continuing our ajliance with ITC, Please let us know if we can assist in any manner,

Sincerely,

_r //%»/%ﬁ

William W. Watson
Vice President, Energy Sales
Southwire Company



A Div. of Northern Ster Industries, Ing. Phone: (900) 774-0440

@ .. Box 788 /3201 E. ¥ndustrin! Dr. Fax: {906} 779-4219
7 SYSTEMS E@NYR.L feon hzgunwin.nﬂ 498?]1:191?; ) ww;':tcmscontro}.com
. N People, Pawer. Partnarships,
April 22,2012

ITC Holdings

Attention: Steve Sczytko
Director of Supply Chain
27175 Energy Way
Novi, MI 48377

Subject (1) ITC/Entergy Transaction Benefits

Dear Steve:

Thank you for including Systems Control in your request regarding obtaining regulator approval
for the ITC/Entergy Transaction.

Since the start of the formal ITC and Systems Control Business Partnership in 2007, and
informal in priors years, the business partnership has been forged and executed based upon
streamlining processes, standardization, continuous improvement and helping drive consistency
and reliability in every product we design, manufacture and deliver across all ITC businesses.

Standardization

From the start of our business relationship with ITC, we have made significant progress with
standardization of both panels and control buildings. The collaborative panel standardization
process across all ITC business units has resulted in thousands of dollars in savings. This has
included standard control and relay pane! standards and RTU standards. The standards have
resulted in best practices from Systems Control and ITC streamlining the engineering, drafiing,
manufacturing, testing and field checkout. The collaborative process has resulted in examining
major components installed and replaced in the panels striving for best possible cost, quality,
customer service and reduction in lead-time.

The same has been accomplished with Equipment Enclosures (substation conirol centers). The
standardization has been optimized into primarily 3 or 4 designs, saving thousands of dollars of
engineering, drafting, manufacturing, testing and field checkout.

Integrated Systems

ITC and Systems Control have worked in a collaborative fashion to provide integrated systems.
Systems Control state of the art facility which provides engineering, design, manufaciuring, and
testing all under one roof allows for the true integrating of a system whether it’s a RTU pane] or



a complete Equipment Enclosure. Our unique design and manufacturing facilitics/environment
provides the platform for exposure to best in class ideas being used by utility customers all
across North America. These best in class ideas are leveraged to assist ITC with improving all
products and processes provided to ITC.

In addition, Systems Controf employs a continuous improvement culture with lean initiatives
executed in every part of our business with counsel and insight from some of the world experts
of lean and proven idcas implemented from the Toyota Production System (TPS).

All these improvements are passed along to ITC in the form of labor hour reductions and
material costs improvements resulting in thousands of dollars in savings.

Reliability

The North American Electricity Grid is the world’s largest and most complex system of power
generation, fransmission and distribution. Systems Control keenly understands the magnitude
and responsibility we underfake of keeping the system operational, Systems Control’s entire
organization is dedicated to the reliability of the product we design, manufacture, test and
deliver all across North America.

The Systems Control engineering/design resources are on the front line of reviewing our
customers and our designs/drawings to confirm compliance and configuration control prior to
release for manufacturing. We keenly understand the expectations of ITC and all the design

parameters,

The configuration control and reliability continues in the factory with robust processes and
procedures in place to ensure consistency and reliability, This includes one of the most critical
of all processes involving the grid reliability, ensuring precise installation of a lug on a wire with
a process only known to Systems Conirol ....”Every Person ...Every Shifi .. Every

Crimper”. This process, albeit seems rather simple, is absolutely critical to reliable product
being delivered, installed and operational for the Jong term in a substation.

Finally, we take the responsibility of delivering a reliable product to a customer very seriously,
so the last step of our processes is to do complete functional testing of the panels and complete
testing of the integrated Equipment Enclosure. This festing process detects drawing or product
issues before departure from Systems Control eliminating costly field/substation issues when the
product arrives at the job site.

The reliability engrained in our processes and culture of our people save thousands of dollars in
issues surfacing at substation installation and check out. More importantly, it saves potentially
hundreds of thousands of dollars which would result from an outage.

Summary

The cost efficiencies that can be gained with the ITC/Entergy transaction wil} contain all the
above efficienctes which were achieved between ITC and Systems Control to date and represent




hundreds of thousands of dollars of actual cost savings and a much larger amount avoided with
the reliability of the products delivered.

The ITC and Systems Control template for success is rooted in standardization, continuous
improvement and reliability working together in a collaborative environment never losing focus
of the cornerstone of our business of Extraordinary Customer Service.

Best Regards,
SYSTEMS CONTROL
Al Blomarz
Senior Vice President
ABMmb
CC: Steve Pontbriand
Jon Harry
Brad Lebouef

Encl,




NEWMARK

April 20, 2012

Atin: Steve Sczytko

RE: Cost Efficiencies

Dear Steve,

Valmont Newmark is pleased to provide a response to your inquiry regarding possible cost efficiencies thal may be
achieved as a result of your recent acquisition of Entergy. Typically, when two companics come together by

acquisition, the joint company (ITC in this instance) benefits in terms of cost efficiency. An acquisition is able to create
economies of scale which in furn generates cost efficiency. As ITC and Entergy form a new and bigger company, the
construction of transmission lincs will done on a much larger scale and when the construction level increases, there are

strong chances that the cost of construction per mite will be reduced.

Below are some areas that Valmont has identified that could possibly improve cost efficiency for ITC:

Materials: Based on the increased capifal expenditures that ITC is projecting over the next several years, an
opportunity may exist Valniont to explore mill direct buys that could lead to reduced material costs and scrap,
Standardization of Structures: Valmont Engineering is willing to work with ITC Engineering to create
*Standard Structures’ for each voltage class in an effort to reduce both drafting and engineering time which
will result in a reduced lead time for structure delivery and altow ITC the ability to construct more
transmission projects on an annual basis,

Lead Time: Accurate project forecasting allows Valmont to reserve production space and provide ITC
structures well below current industry tead times, At opportunity exists to iinprove upon this already reduced
lead time if ITC is able to provide Valmont an accurate forecast for all project regnirements at least twelve
months in advance of the planned construction date.

Dedicated Resources: Due to the increased volume associated with ITC projects as a result of the Entergy
acquisition, Valmont is commited to adding additional resources to our Drafting, Engincering, Project
Administration, Project Management and Sales departinents to ensure that structures will be delivered on time
for all planned ITC Projects.

Emergency Response/Storm Restoration Stocking Program: Vablmeont has the ability to stock structures
and deliver them in as litlle as two weeks or less throughout 1TC’s entire service area. This proven program

granis I'TC the ability to both replace structures affected by storm events in a timely manner and avoide
outages,

Please let me know if you have any questions or require additional information.

Sincerely,

Take Klump

Strategic Account Manager
Valmont-Newmark

Utility Steel Group
570-971-8005




BEFORE THE MISSOURI PUBLIC SERVICE COMMISSION

In the Matter of the Joint Application

of Entergy Arkansas, Inc., Mid South
TransCo LLC, Transmission Company
Arkansas, LLC and ITC Midsouth LLC
for Approval of Transfer of Assets and
Certificate of Convenience and Necessity,
and Merger and, in connection therewith,
Certain Other Related Transactions

Fiile No. EQ-2013-0396

EXHIBIT JEJ-13

HIGH LEVEL ITC MANAGEMENT REPORTING STRUCTURE
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BEFORE THE MISSOURI PUBLIC SERVICE COMMISSION

In the Matter of the-Joint Application

of Entergy Arkansas, Inc., Mid South
TransCo LLC,Transmission Company
Atkansas, LLC and ITC Midsouth LLC
for Approval of Transfer of Assets and
Certificate of Convenience and Necessity,
and Merger and, in connection therewith,
Certain Other Related Transactions

File No. EO-2013-0396

EXHIBIT JEI-14
FORM OF

: TRANSITION SERVICES AGREEMENT



FORM OF

TRANSITION SERVICES AGREEMENT

This Transition Services Agreement (this “Agreement”) is dated as of | |, by
and among Transmission Company Arkansas, LLC, a Michigan limited liability company (“AR
Wires Sub”), Transmission Company Louisiana I, LLC, a Michigan limited ligbility company
(“LA 1 Wires Sub™), Transmission Company Louisiana II, LLC, 2 Michigan limited liability
company (“LA 2 Wires Sub”), Transmission Company Mississippi, LLC, a Michigan limited
liability company (“MS Wires Sub”), Transmission Company New Orleans, LLC, a Michigan
limited liability company (“NOLA Wires Sub™), Transmission Company Texas, LLC, a
Michigan limited liability company (“TX Wires Sub”, and, together with AR Wires Sub, LA 1
Wires Sub, LA 2 Wires Sub, NOLA Wires Sub and MS Wires Sub, each a “Service Recipient™),
Entergy Arkansas, Inc., an Arkansas corporation (“Arkansas OpCo”), Entergy Guif States
Louisiana, L.L.C., a Louisiana limited liability company (“Gulf States OpCo®), Entergy
Louisiana, LLC, a Texas limited liability company (“Louisiana OpCo™), Entergy Mississippi,
Inc., a Mississippi corporation (“Mississippi OpCo™); Entergy New Orleans, Inc., a Louisiana -
corporation (“New Orleans OpCo”) and Entergy Texas, Inc., a Texas corporation (“Texas
OpCo™ and, together with Arkansas OpCo, Gulf States OpCo, Louisiana OpCo, Mississippi
OpCo and New Orleans OpCo, the “Utility OpCos™) and Entergy Services, Inc., 2 Delaware
corporation (“ESI"). Each Utility OpCo and ESI is referred herein, individually, as a “Service
Provider” and each Service Provider and each Service Recipient are referred herein, individually
as a “Party” and, collectively, as the “Parties”.

RECITALS

WHEREAS, Entergy Corporation, ultimate parent of each Service Provider and a
Delaware corporation (“Entergy™), ITC Holdings Corp., a Michigan corporation (“ITC"), Mid
South TransCo LLC, a Delaware limited liability company (“TransCo”), and each Service
Provider have entered info a Separation Agreement dated as of December 4, 2011 (the
“Separation Agreement”), putsuant to which the Transmission Business shall be transferred to
Service Recipients (the “Separation™);

WHEREAS, Entergy, ITC, TransCo and Ibis Transaction Subsidiary LLC, a Delaware

limited liability company (“Merger Sub”) have entered into a Merger Agreement, dated as of

December 4, 2011 (the “Merger Agreement™), pursuant to which Merger Sub shall be merged
(the “Merger”) with and into TransCo, with TransCo surviving the Merger as a wholly owned
subsidiary of ITC and all of the common units representing limited liability company
membership units of TransCo shall be converted into the right to receive shares of common stock
of ITC;

WHEREAS, after the Separation, the Service Recipients will own and operate the
Transmission Business which was formerly owned and operated by the Utility OpCos (the
“TransCo Transmission Business”);



WHEREAS, each Service Provider and each Service Recipient desire to enter into an
agreement whereby each Service Provider and its Affiliates, on the terms and conditions set forth
in this Agreement, will provide certain Services to each Service Recipient exclusively for the
benefit of the Transmission Business and not for the benefit of ITC’s other Affiliates; and

WHEREAS, to facilitate the effective and efficient transfer of the Transmission Business
from ownership and operation by Entergy and its Affiljates to ownership and operation by ITC’s
Affiliates, each Service Recipient desires to purchase and each Service Provider is willing to
furnish certain services upon the terms and conditfions hereinafier set forth.

NOW, THEREFORE, in consideration of the mutual promises contained herein, and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and intending to be legally bound hereby, each Service Provider and each Service
Recipient agrees as follows:

1. Definitions.

Capitalized terms, as used herein, have the meanings set forth below or elsewhere
in this Agreement, '

(a} “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,

(b) *Affiliate” means, with respect to any Person, any other Person directly or
indirectly controlling, controlied 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,

(¢) “Business Day” means any day that is not a Saturday, a Sunday or other
day that is a statatory 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.

(d) “Closing Date” means the date on which the consummation of the Merger
ocours as provided in the Merger Agreement.
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(e) “Code” means the United States Internal Revenue Code of 1986 (or any
successor statute), as amended from time fo time.

{f) “Confidential Business Information™ means all Information, data or
material other than Confidential Operational Information, including (i)
earnings reports and forecasts, (i) macro-economic reports and forecasts,
(iii) business and strategic plans, (iv) general market evaluations and
surveys, (v) litigation presentations and risk assessments, (vi) budgets and
(vii) financing and credit-related information.

{(g) “Confidential Information” means Confidential Business Information and
Confidential Operational Information concerning a Party and/or its .
Affiliates which has been disclosed by a Party or its Affiliates to the other
Party or its Affiliates in connection with this Agreement, in written, oral

_(including by recording), electronic or visual form, or otherwise has come
into the possession of the other Party, including pursuant to the access
provisions of this Agreement or the provision or receipt of Services
{except to the extent that such information can be shown to have been (i)
in the public domain through no action of such Party or its Affiliates, (ii)
lawfully acquired from other sources by such Party or its Affiliates to
which it was furnished, (iii) is independently developed by & Party or its
Affiliates after the date hereof without reference to the Confidential
Business Information or Confidential Operational Information of the other
Party or its Subsidiaries and without a breach of this Agreement or (iv)
approved for release by written authorization of the disclosing Party
and/or the third-party owner of the disclosed information; provided,
however, in the case of clause (ii} that, to the furnished Party’s knowledge,
such sources did not provide such information in breach of any
confidentiality obligations).

(h) “Confidential Operational Information™ means all operational Information,
data or material including (i) specifications, ideas and concepts for
products, services and operations, (ii) quality assurance policies,
procedures and specifications, (iii) customer information, (iv) software,
(v) training materials and information and (vi) all other know-how,
methodologies, procedures, techniques and trade secrets related to design,
development and operational processes.

(i) *“Contract” means any legally binding written or oral agreement, contract,

subcontract, lease, understanding, instrument, note, option, wairanty, sales

order, purchase order, license, sublicense, insurance policy, benefit plan or
commitment or undertaking of any nature.

(i} “Debt Exchange” means the exchange by Entergy of the Entergy
Exchangeable Debt for the TransCo Securities, as provided in Section
2.01(¢} of the Separation Agreement.
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(k) “Distribution” means Entergy’s disposition of one hundred percent
(100%) of the TransCo Common Units to its shareholders either (i)
through a dividend of TransCo Common Units to Entergy shareholders on
a pro rata basis (a “Spin-Off) or (i) through an offer to exchange (an
“Exchange Offer”) TransCo Common Units for currently outstanding

- shares of Entergy’s common stock (“Entergy Common Stock™), ora
combination of a Spin-Qff and Exchange Offer as Entergy may elect in its
sole discretion, as provided in the Merger Agreement.

(1) “Entergy Coniribution” means Entergy’s contribution of the equity
interests of each TransCo Sub to TransCo as provided in Section 1.06 of
the Separation Agreement.

(m)“Entergy Exchangeable Debt” shall mean the notes or other forms of
indebtedness issued by Entergy, or the agreements and other arrangements
with unrelated creditors to purchase existing Entergy Corporate Debt, in
connection with the Debt Exchange, as provided in Section 2.01(a) of the
Separation Agreement.

(n) “Entergy Group” means Entergy and each of its Subsidiaries.
(o) “FERC” means the Federal Energy Regulatory Comnission.

(p) “Force Majeure” means any cause or causes not reasonably within the
control of a Party, occurring without the fanlt or negligence of such Party,
and the effects of which could not have been avoided by such Party
through the exercise of reasonable diligence.

(q) “Governmental Authority” means any federal, state, local, foreign or
international cowt, government, departiment, commission, board, burean,
agency, official or other regulatory, administrative or governmental
authority or self-regulatory organization.

() “Information” means information in written, oral, electronic or other
tangible or intangible forms, stored in any medium, including studies,
reports, records, books, Contracts, instruments, surveys, discoveries, ideas,
concepts, know-how, techniques, designs, specifications, drawings,
blueprints, diagrams, models, prototypes, samples, flow charts, data,
computer data, disks, disketies, tapes, computer programs or other
software, marketing plans, cusiomer names, communications by or o
attorneys (including attorney-client privileged communications), memos
and other materials prepared by attorneys or under their direction
(inclnding attorney work product), and other technical, financial,
employee or business information or data, but in any case excluding back-
up tapes.

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

(1) “Intended Tax-Free Treatment” means that (1) 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 gualifies 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.

(u) “Interest Rate” means a fluctuating interest rate equal at all times to the
prime rate, as reported in The Wall Sireet Journal on the last business day
of the calendar month in which the applicable Invoice was received, plus
one percent (1%), but in no case higher than the maximum rate permitted
by Law.

(v) “Internal Restructoring” means the corporate restructuring steps set forth
in Sections 1.02, 1.03, 1.04, and 1,05 of the Separation Agreement.

(W) “IRS” means the United States Department of the Treasury Internal
Revenue Service.

(x) “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,

(v} “NERC” means the North American Electric Reliability Corporation or its
successor organization.

(z) “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 authotity of any court, administrative agency or
other Governmental Authority or any arbifrator or arbitration panel or (ii)
Contract with any Governmental Authority entered into in connection with
any Action.



(aa) “Person” means an individual, a partnership, a corporation, a
limited Liability company, an association, & joint stock company, a trust, a
joint venture, an unincorporated organization or a Governmental
Authority.

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

(cc) “Ruling Request” means the private letter ruling request filed by
Entergy with the IRS pursuant to the Merger Agreement,

(dd) “Service Provider Infrastructure” means the information
technology systems, communications systems and other systems,
hardware, software, processes, models, algorithms, know-how and other
technology used by or on behalf of Service Provider in connection with
the provision of any of the Services.

(ec) “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 outsianding capital 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 enfity) shall at the time be held,
directly or indirectly, by such Person.

(ff) “Tax Opinion” means the written opinion of Cooley LLP, counsel to
Entergy, dated as of the Closing Date, in form and substance reasonably
satisfaciory 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 fogether 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 fo Entergy, the Entergy sharcholders and
TransCo, (C) the Debt Exchange will qualify for tax-free treatment to
Entergy under Section 361 (c) of the Code, and (D) the Merger will not
cause Section 355(e) of the Code to apply to the Distribution.

(zg) “TransCo Common Units” means the common units representing
limited liability company membership interests of TransCo,

(hh) “TransCo Group” means TransCo, and each of the TransCo Subs.
6



(ii) “TransCo Securities” means the senior securities of TransCo issued by
Entergy pursuant to Sections 1.06 and 2.01(b) of the Separation
Agreement.

(5) “TransCo Subs” means each Service Recipient, each formed in connection

with the Internal Restructuring,
(kk) “Transmission” means the movement, delivery or transfer of

electric energy through interconnected lines and associated equipment at
nominal voltages that are greater than or equal to 69 kV between points of
supply and points at which it is transformed for delivery to customers or is
delivered to other electric systems.

(1) “Transmission Assets” means the transmission assets of each Service
Recipient fransferred pursuant to and subject to the conditions of the
Separation Agreement.

(mm) . “Transmission Business” means the business function of Entergy
conducted by the Entergy Group (including the Utility OpCos) through the
ownership, operation, management and maintenance of and investiment in
assets for Transmission; provided, however, the Transmission Business
shall not include any Transmission Assets owned or used by Entergy’s
Wholesale Commaeodities reporting segment (as described in Entergy’s
Securities and Exchange Act of 1934 filings),

{un) “Utility OpCo Software/IP License Agreement” means each of
those certain Utility OpCo Software/IP License Agreements, dated as of

the date hereof and entered into by each Utility OpCo and its respective
Service Recipient and ESL

(oo} “Work Product™means reports, surveys, promotional materials,
photographs, logos, artwork, graphics, signs, computer code, software,
scripis, processes, models, algorithms, know-how, documentation, data,
information, specifications or other matertals, writings or work of
authorship and other technology, content or other Inteliectual Property
Rights.

2. Services.

(a) Each Service Recipient hereby engages the applicable Service Provider,
and the applicable Service Provider hereby accepts such engagement, to
provide, or cause to be provided, to each Service Recipient, during the
Term of this Agreement, the services described on Schedule A hereto
(which shall be deemed to include any services closely, primarily or
substantially related to the services described on Schedule A) (the
“Services”} to be provided by the applicable Service Provider identified on
Schedule A or an alternative Service Provider if the applicable Service
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Provider is unable to perform such services (provided that Service
Provider will be liable in all instances for the performance of such

* obligations) with respect to the Transmission Assets and the TransCo
Transmission Business, in accordance with the terms and conditions set
forth in this Agreement. Notwithstanding anything to the contrary in this
Agreement, Services shall only include those that are performed under the
direction, supervision, and control of the Service Recipient.

- (b) Omitted Services. If, after the date hercof and prior to one hundred eighty
(180) calendar days after the date hereof, Service Recipient identifies a
Service that was omitted from inclusion in the Services to be received by
Service Recipient under this Agreement and that was historically provided
by Entergy or an Affiliate of Entergy in support of the Transmission
Assets owned by Service Recipient, and is necessary or desirable to the
efficient and effective operation of the TransCo Transmission Business
{an “Omitted Service’), then, provided that the provision of such service
does not materially hinder (as reasonably determined by the applicable
Service Provider) the applicable Service Provider’s conduct of its business
in the ordinary course, such Omitted Service shall be added and
considered as part of the Services to be provided by such Service Provider,
subject to FERC approval. The applicable Parties shall cooperate and act
in good faith to reach agreement on the specific terms and conditions
applicable to such Omitted Service, provided, that if such Omitied Service
is substantially similar to any other Service provided by any Service
Provider under this Agreement, the specific terms and conditions shall be
substantially similar to the specific terms and conditions applicable to such
other Service. Upon the applicable Parties’® agreement on the specific
terms and conditions applicable to an Omitied Service, the applicable
Parties shall execute an amendment to this Agreement that provides for
the substitution of the relevant Schedule or additions of supplements to the
relevant Schedule, in order fo describe such Omitted Service and the
agreement upon the ofher specific terms and conditions applicable thereto,
The Partics agree that the fees for any Omitted Services shall be
determined by Section 5.

(c¢) Additional Services. In the event that the Parties identify and agree upon
an additiona! Service (that is otherwise not listed on Schedule A or is not
an Omitted Service) to be provided under this Agreement, as well as the
specific terms and conditions applicable thereto (an “Additional Service™),
the Parties shall execute an amendment to this Agreement that provides
for the substitution of the relevant Schedule, or additions io this
Agreement of additional schedules, in order to describe such Additional
Service, and the agreed upon specific terms and conditions applicable
thereto, subject to FERC approval. Schedule A and all such additional
schedules, if any, are collectively referred to herein as the “Schedules.”
The Schedules are hereby incorporated by reference into this Agreement,
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provided, however, that in the event of a conflict between any Schedule
and the terms of this Agreement, this Agreement shall govern. The Parties
agree that the fees for any Additional Services shall be determined by
Section 5.

Replacement Service Providers. Each Service Provider shall use
commercially reasonable efforts in cooperating with Service Recipient to
effect, as provided in this Agreement and at Service Recipient’s expense,
without undue delay, the transition from such Service Provider to any such
other qualified service providers as Service Recipient may designate in
writing from time to time to replace such Service Provider as the service
providers of any or all Services hereunder (the “Replacement Service
Providers™).

Impracticability. Subject to the provisions of subsection {f) below, each
Service Provider shall not be required to provide any Service to the extent:
(1) that the performance of the Services would (A) require such Service
Provider or any of its Affiliates to violate any applicable Laws (including
any applicable codes or standards of conduct established by any other
Governmental Authority with respect fo their activities subject to the
jurisdiction of such other Governmental Authority) or any internal policy
reasonably adopted in order to comply with any applicable Laws; (B)
result in a material breach of any software license, lease or other Contract
in effect as of the date of this Agreement; or {C) be inconsistent with the
Ruling, the Tax Opinion, or the representations or statement of facts made
or refied on in connection with the Ruling or the Tax Opinion; or (ii) as
provided in Section 19. Any claim of a Service Provider of
impracticability under this subsection will be made in writing delivered to
the address listed in Section 15 for the Service Recipients.

Cooperation. In the event that there is nonperformance of any Service as a
result of impracticability pursuant to subsection (e) above, the Parties
agree to work together in good faith to arrange for an alternative means by
which the applicable Service Recipient may obfain, at its sole discretion,
cost and expense, the Service so affected. Subject 1o Section 10, the
Parties shall cooperate with each other in connection with the alternative
performance of the Services, including producing on a timely basis all
Contracts, documents and other information that is reasonably requested
with respect to the alternative performance of Services; provided,
however, that such cooperation shall not unreasonably disrupt the normal
operations of the Parties; and provided, further, however, the Party
requesting cooperation shall pay all reasonable out-of-pocket cosis and
expenses incurred by the Party or its Affiliates furnishing such requested
cooperation, unless otherwise expressly provided in this Agreement. The
Parties shall assist and cooperate with each other on a mutually agreeable
basis to facilitate (i) the timely and orderly assumption by the Service
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Recipient or its Affiliates (or a provider unaffiliated with Entergy) of
providing the Services and (if) the orderly transition of all data,
information and other matters that support or relate to the operations
and/or functions that are the subject of any Services, taking into account
the need to minimize both the cost of such transition and the disruption to
the ongoing business activities of the Parties, and each Party shall in good
faith make available to the other Party the personnel and resources
reasonably needed to plan for and facilitate such timely and orderly
trangition.

(g) No Financing fo Service Recipient. Unless otherwise expressly required
under the terms of any relevant Schedule hereto, in no event shall any
Service Provider or its Affiliates be required to (i) lend any funds to
Service Recipient or its Affiliates, (ii) expend funds for any additional
equipment or material or property (real or personat) on behalf of Service
Recipient other than in the ordinary course of business consistent with past
practice as conducted prior to the Separation, or (ifi) make any payments
or disbursements on behalf of Service Recipient, except 1o the extent
Service Recipient has previously delivered, or will deliver by future
payment, to such Service Provider sufficient funds fo make any such
expendifures, payment or disbursement,

(h) No_Assumption or Modification of Obligations. Except o the extent
necessary in the provision of the Services as contemplated herein, nothing
herein shall be deemed to (i) constitute the assumption by any Service
Provider or any of its Affiliates, or the agreement to assume by any
Service Provider or any of its Affiliates, any duties, obligations or
liabilities of any Service Recipient or its Affiliates whatsoever; or (i)
alter, amend or otherwise modify any right or obligation of any party
under the Separation Agreement.

(i) Application of Resources. Unless otherwise expressly required under the
terms of any relevant Schedule hereto or the Separation Agreement, in
providing the Services, each Service Provider or its Affiliates shall not be
obligated to: (i) expend funds and other resources beyond levels that
would be customary and reasonable to provide Services that are similar to
the relevant Services; (ii) maintain the employment of any specific
employee, contractor or subcontractor, or to hire any additional employee
or subcontractor; (ill) purchase, lease or license any additional (measured
as of the date hereof) equipment or materials (expressly excluding any
renewal or extension of any leases or licenses required for such Service
Provider to perform the relevant Services during the relevant Services
Term or any equipment or materials historically used in support of the
Transmission Business); or (iv) pay any of Service Recipient’s costs
related (o its or any of its Affiliates® receipt of the Services.

(i) Transitional Nature of Services; Changes. The Parties acknowledge the
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transitional nature of the Services and agree that notwithstanding anything
to the contrary herein, each Service Provider may make changes from
time-to-time in the manner of performing its Services if such Service
Provider is making similar changes in performing similar services for
itself and/or its Affiliates; provided, that such Service Provider must
provide Service Recipient with at least thirty (30) days prior written notice
of such changes.

Collective Bargaining Emplovees. Notwithstanding any provision in this
Agreement to the conirary, a bargaining unit employee of any Service
Provider who is covered by a coliective bargaining agreement will not be
obligated to perform any Services under this Agreement unless either (a)
the Service Provider interprets those Services fo be consistent with the
applicable collective bargaining agreement; or (b) if the Service Provider
is able to negotiate and agree with the collective bargaining
representative(s) of the bargaining unit employee(s) asked to perform
those services, which may require incurring additional costs to the Service
Provider, and which are approved in advance by the Service Recipient.

(k

S

(I} Service Provider Emplovee Responsibilities. Under the overall supervision
and specifications of Service Recipient, each Service Provider shall be

responsible for: (1) employing its personnel directly; (2) training,
managing and supervising all of such Service Provider’s employees;

(3) paying of compensation, benefits and labor costs {including, without
limitation, workers’ compensation obligations) attributable to such Service
Provider’s employees; (4) withholding and remitting such Service
Provider’s employee’s share of all federal, state and local income taxes,
FICA, payroll taxes, unemployment taxes and occupational taxes owed by
such Service Provider’s employees; (5) issuing or causing to be issued
Internal Revenue Service W-2 forms for such Service Provider employees
who perform services at or for the Transmission Assets; (6) determining
the safety of its employees; and (7) complying with all other legal
requirements relating to the Service Provider’s employees.

3. Subcontractors. Subject to Service Recipient’s prior written consent, which
consent shall not be unreasonably withheld, to the extent any Service requires the
use of any reasonably qualified third party subcontractor, at the Service
Recipient’s option, such subcontractor shall be directly contracted, directed and
controlled by the Service Recipient and no contractual relationship will exist
between any Service Provider and any such subcontractor. In no event shall any
Service Provider be required to subcontract some or all of the Services to any
subconiractor,

4, Service Recipient Responsibilities.

(a) Service Recipient agrees to supervise the activities to be performed by
Service Provider and reasonably cooperate with Service Provider in
11



connection with the performance of the Services.

(b) To the extent that access to the Transmission Assets or other property or
facilities of Service Recipient, or to the personnel of Service Recipient, is
at any time reasonably necessary or appropriate in connection with the
performance of the Services, each Service Recipient agrees to grant such
access to Service Provider and its representatives on a commercially
reasonable basis, subject to any NERC or FERC limitations or restrictions
(including adherence with FERC’s Order No. 717, Standards of Conduct
for Transmission Providers). A Service Provider shall not be responsibie
for any loss, damage, fine, penalty, cost, expense, delay, interruption,
breach, non-performance or other failure of any of the Services to the
exfent resulting from or arising out of or in connection with any failure by
any Service Recipient to provide access to the extent reasonably necessary
or appropriate in connection with the performance of the applicable
Service to the Transmission Assets or any other of its properties, facilities
or personnel in connection with the performance of such Services on a
commercially reasonabie basis,

5. Compensation.

() As consideration for the Services, the applicable Service Recipient shall
reimburse and pay to the applicable Service Provider all reasonable and
verifiable costs incident to the Services, including but not limited to,
material costs, labor costs, labor costs adders, costs associated with third
party vendors and consultants and any and all associated overheads,
atlocated in accordance with the same methodology employed historically
by Entergy and its Affiliates in connection with the provision. of services
to affiliated entities and business units; provided that, for purposes of this
provision, “costs” means fully-loaded costs without any profit factor
(“Reimbursable Costs”).

(b) Within three (3) business days after the end of each calendar month, each
Service Provider shall provide each Service Recipient an estimate of the
amounts expected to be invoiced for that month, including capital project .
work order numbers and other reasonable documentation to support the
charges and distribution of charges.

Within fifteen (15) calendar days after the end of each calendar month
during the term of this Agreement, the applicable Service Provider shall
submit to each Service Recipient an itemized invoice (such invoice to set
forth a description of the Services provided, including capital project work
order numbers and other reasonable documentation to support the charges
and distribution of charges thereon and any sales, use and other similar
taxes imposed on the sale of such Services) (an “Invoice™) for all Services
provided to each Service Recipient during such calendar month and any
outstanding reimbursable}zxpenscs or charges incurred by such Service




Provider hereunder and the amount payable by each Service Recipient for
such Services and expenses or charges pursuant to this Agreement,

(c) Subject to subsections (d), (e) and (f) below, each Service Recipient shall
pay in full any amount payable to Service Provider hereunder within thirty
(30) Business Days of receipt of the applicable Invoice in accordance with
any wire instructions set forth on the Invoice.

(d) If any Service Recipient disputes in good faith any pottion of the amount
due on any proper Invoice, such Service Recipient shall notify the
applicable Service Provider in writing of the nature and basis of the
dispute within twenty (20} Business Days after Service Recipient’s receipt
of such Invoice; provided, however, that the Service Recipient shall be

" required fo-pay any amount in dispute. Otherwise, the amount stated on
the Invoice shall be deemed to be accurate and correct and shall not be
subject to dispute or contest by any Service Recipient or any Affiliate
thereof, The Parties shall use their reasonable best efforts to resolve the
dispute prior to the payment due date and thereafter. Upon a resolution of
any dispute, the applicable Party will refund to the other Party the amount
that has been agreed by such Parties.

(e) Any applicable federal, state and local sales, excise, ad valorem, use or
similar taxes, if any, imposed in connection with the Services, except for
federal, state and local income taxes payable by any Service Provider, will
be reimbursed by Service Recipients,

(f) Any amount not paid by Service Recipients when due hereunder shall bear
interest at a rate equal to the Interest Rate, per annum, accrued from the
due date of such payment until such payment is actually received by the
applicable Service Provider,

6. Service Coordinators. Service Recipients and Service Providers shall create a
transition committee (the “Transition Committee™) and each group of Service
Recipients and Service Providers shall appoint one {1) senior representative and
an alternate in case such person is not available from time to time to the
Transition Committee for the Term (each such person, a “Service Coordinator™).
The names, contact information and title of the initial Service Coordinators and
their alternates are set forth on Exhibit B. Each Service Coordinator shall have
the authority and responsibilify to:

(a) oversee matters relating to the respective appointing Party that are set
forth in this Agreement;

(b) represent the appointing Party in relation to this Agreement and make

appropriate decisions on day-to-day issues subject to the terms of this
Agreement; ‘

13




4 AteANJLLARANARAL AW

(¢) coordinate the technical aspects of the Services and consult on the

operation and management of the Services;

(d) monitor any Party’s compliance with its obligations under this Agreement

and review the performance of the Services; and

(e) facilitate the resolution of any dispute between the Parties, according to

Section 12 and Exhibit C.

. Books and Records. Each Service Provider shall keep records and books of

account showing all charges, disbursements or expenses made or incwred by it in
performing the Services and shall preserve such records and books of account for
a period of six (6) years following incurrence of such expenses, or longer if
required by applicable law; provided, that this Section 7 does not preclude any
Service Provider from preserving such records for a longer period pursuant to its
records management programs, policies or procedures.

., Access to Records; Andits.

{a) During the Term of this Agreement and for a period of four (4) years

thereafter, and subject to the ferms of this A greement (including, without
limitation, Section 7 above) Service Recipients, directly or through
authorized representatives, at such Service Provider’s facilities shall, upon
ten (10) calendar days’ prior written notice to the applicable Service
Provider, during Service Provider’s business hours, have access to and the
right to inspect and make copies of any and all books, records (including
training records of applicable personnel providing Services), accounts,
invoices, canceled checks, payrolls and other documents and papers of
every kind held by such Service Provider pertaining to the performance of
the Services and all charges, disbursements and expenses made or incurred
by such Service Provider in performing the Services and all information
related fo the calculation of overhead costs by such Service Provider. In
addition, Service Recipients, at their sole cost and expense, may from time
to time but not more than two (2} times during the Term and for a period
of six (6) months thereafter (and not more than two (2) fimes during any
six {(6) month period or as more frequently required by a Governmental
Authority) audit any document, information or matter reasonably relating
to Service Provider’s invoicing under this Agreement through its own staff
or through contractors, agents, audifors or advigers, provided that such
persons are bound by a confidentiality provision substantially similar to
that contained in Section 10. Subject to compensation under Section 5, the
applicable Service Provider agrees to reasonably cooperate with any
request by any Service Recipient to have access to and inspect or audit
such materials; provided that such Service Recipient will permit the
applicable Scrvice Provider the opportunity to deliver any information
required by Service Recipient prior to such Service Recipient carrying out
any inspection or audit hiereunder which may render an inspection or audit
' 14




visit unnecessary. Notwithstanding the foregoing, in no event shall such
Service Recipient have access to records related to employee personnel
matters, tax matters, or privileged or confidential materials; unless, with
respect to confidential materials that do not otherwise constitute employee
personnel matters, tax matters or privileged materials, access is required
by applicable law or an order by a Governmental Authority (but, in all
events, subject to the provisions of Section 10).

{b) Without prejudice to any Party’s other rights under this Agreement, if any
Service Recipient’s exercise of its rights under this Section results in audit
findings that any Party has failed to perform its material obligations under
this Agreement, such Service Recipient will make the audit findings
available to such Service Provider, and the Parties will use all reasonable
efforts to agree to 2 remedial plan and a timetable for achievement of the
planned actions and/or improvements. Following agreement of the
timetable, such Service Provider will implement that plan in accordance
with the agreed timetable and will confinm its completion by a notice in
writing o such Service Recipient. If such Service Provider fails to agree
or implement such plan, such Service Recipient will be entitled to
terminate this Agreement ot any part thereof pursuant to the provisions of
Section 9. If any Service Recipient’s exercise of its rights under this
Section results in audit findings that any Reimbursable Costs have been
overpaid by any Service Recipient, then upon receiving notice of such
audit findings, and review of and agreement to the audit results by Service
Provider, the appropriate reduction will be made to the next applicable
Invoice(s) or, if there is no further Invoice, Service Provider shall refund
such amount promptly (but in any event within fthirty (30) business days).

9, Term and Termination.

{a) Term. The term of this Agreement shall commence as of the date hereof
and shall continue for a period of twelve (12) months thereafter, unless
earlier terminated pursuant to the terms of this Agreement (as may be
extended pursuant fo this Section 9(a), (the “Term™)) If, but only to the
extent, reasonably necessary to continue the transition of any Service from
Service Provider to other providers (including any Service Recipient or its
Affiliates), any Service Recipients may elect, by delivering written notice

" to the Service Provider no later than three (3) months prior to the end of
the then in effect Term, to extend any such Service and the term of this
Agreement with respect to such Service by a period of up to six (6)
months, Service Recipients shall have the right to elect to extend the term
of this Agreement in accordance with this Section 9(a) up to, but no more
than, two (2) times. After the expiration of the Term, the Parties shall not
have a duty to provide Services or to negotiate regarding the exfension of
the Term except as set forth in this Section 9(a). If a Service Recipient
elects to extend this Agreement for six months under this Section 9(a),
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Service Recipient will report to FERC prior to the beginning of any
extended term of this Agreement, the services that will continue to be
provided by Service Provider and when the provision of those services
will be completely fransitioned to the Service Recipient or third parties.

(b) Termination for Cause. Any Service Recipients or any Service Provider

(©

that is not a Defaulting Party as defined herein (a “Non-defaulting Party™)
may terminate this Agreement or the provision of any portion of the
Services to be provided by the applicable Service Provider hereunder, at
any time and, subject fo any limitations under this Agreement, pursue all
rights and remedies available to it at law, in equity or otherwise if any of
the following shall occur with respect to any other Party (the “Defaulting
Party”): (i) any Defaulting Party fails to pay any obligation hereunder
when due and such failure continues for twenty (20) Business Days after
receipt of notice of such failure from any Non-defaulting Party (excluding
any charges disputed in good faith in accordance with Section 5(d)); (ii)
any Defaulting Party fails to perform any material obligation hereunder
(other than payment obligations) and such failure continues for at least
twenty (20) Business Days after receipt of written notice of such faflure
from any Non-defaulting Party, provided, that if the Defaulting Party
begins promptly and diligently to cure such breach in accordance with this
provision and such breach is not capable of being cured within sach
twenty (20) Business Day period, the Defaulting Party shall have up to an
additional twenty (20) Business Days to cure such breach if it
demonstrates that it is reasonably capable of curing such breach within
such additional twenty (20) Business Day period; or (iii) the Defaulting
Party becomes insolvent or bankrupt, becomes the subject of an “order of
relief” as that term is defined in the United States Bankruptcy Code, has a
receiver or trustee appointed over ifs property or makes any assignment
for the benefit of its creditors.

Termination by Mutual Consent. The provision of any portion of the
Services by any Service Provider hereunder, may be terminated at any
time upon the mutual written consent of the applicable Service Provider
and applicable Service Recipient. This Agreement may be terminated at
any time upon the mutual consent of all of the Parties.

(d) Termination for Convenience. Notwithstanding anything else set forth

herein, Service Recipient may, upon not less than two (2) months prior
written notice to Service Provider, terminate or suspend the provision by
any Service Provider of any particular Service or portion of the Services
that Service Recipient elects to perform using its own employees or
another service provider selected by Service Recipient in its sole
discretion; provided, that the applicable Parties shall cooperate in good
faith (i) if applicable, to implement a mutually agreeable plan for the
transition to Service Recipient or any Replacement Service Provider of
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such services and (i1} to amend the Schedules as necessary or appropriate
to reflect the termination of the provision by such Service Provider of such
Services. Nothing in this Agreement shall require any Service Recipient
fo obtain from any Service Provider any Service in any particular
minimum volume or with any particular minimum frequency.

(e) Payment after Termination. Upon the early termination of this Agreement
{or any applicable portion thereof) for any reason, Service Recipient shall
be responsible for any additional charges incurred as a result of such carly
termination, subject to the applicable Service Provider's duty to reasopably
mitigate such costs.

(D) Returp of Leased Property or Licensed Software. Each Service Recipient
shall be liable for all costs and expenses incurred by each Service Provider

or any of its Affiliates resulting from any delay or failure of such Service
‘Recipient to retum to such Service Provider or any licensort, as applicable,
any leased property or licensed software that is included as part of the
Services provided to such Service Recipient upon (i} the termination of the
relevant Services as provided herein, or (ii) the expiration of the term of
the applicable lease or license, provided that such Services Provider has
provided such Service Recipient with at least thirty (30) days prior written
notice of such expiration.

(g) Final Accounting, Within one hundred twenty (120} days of completion
of the Services, each Service Provider shall perform a final accounting of
the Reimbursable Costs under this Agreement. Should there be any
remaining reimbursable costs or any overpayments, Service Provider will
issue a final invoice to each Service Recipient and, subject to Section 5(d),
the owing Party shall remit payment to the owed Party within thirty (30)
days of receipt of such invoice.

10. Confidentiality.

(a) The Parties shall hold, and shall cause each of their respective Affiliates to
hold, and each of the foregoing shall cause their respective directors,
officers, employees, agents, consultants and advisors to hold, in strict
confidence, and not to disclose or release or use, for any purpose other
than as expressly permitted pursuant to this Agreement, without the prior
written consent of the other Party, any and all Confidential Information
concerning the other Party or such Party’s Affiliates; provided, that the
Parties may disclose, or may permit disclosure of, Confidential
Information (i) to their respective audifors, attorneys, financial advisors,
bankers and other appropriate consultants and advisors who have a need to
know such information for auditing and other non-commercial purposes
and are informed of their obligation to hold such information confidential

to the same extent as is applicable to the Parties and in respect of whose
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failure to comply with such obligations, the applicable Party will be
responsible, (ii) if the Parties or any of their respective Affiliates are
required or compelled fo disclose any such Confidential Information by
judicial or administrative process or by other requirements of Law or stock
exchange rule, (iii) as required in connection with any legal or other
proceeding by one Party against any other Party or, (iv) as necessary in
order to permit a Party to prepare and disclose its financial statements, or
other required disclosures required by Law or such applicable stock
exchange. Notwithstanding the foregoing, in the event that any demand or
request for disclosure of Confidential Information is made pursuant to
clause (if) above, each Party, as applicable, shall promptly notify the other
of the existence of such request or demand and, to the extent commercially
practicable, shall provide the other Party thirty (30) calendar days (or such
lesser period as is commercially practicable) to seek an appropriate
protective order or other remedy, which such Parties will cooperate in
obtaining,: In the event that such appropriate protective order or other
remedy is not obtained, the Party whose Confidential Information is
required to be disclosed shall or shall cause the other applicable Party or
Parties to furnish, or cause to be furnished, only that portion of the
Confidential Information that is legally required to be disclosed and shall
take commercially reasonable steps to ensure that confidential treatment is
accorded such information.

{b) Upon the written request of a Party, the other Party shall take reasonable
steps to prompily (1) deliver to such requesting Party all original copies of
Confidential Information (whether written or electronic) concerning such
requesting Party and/or its Affiliates that is in the possession of the non-
requesting Party and that is not material to and is neither required by nor
relates to the business of the non-requesting Party and (ii) if specifically
requested by such requesting Party, destroy any copies of such
Confidential Information (including any extracts therefrom), unless such
delivery or destruction would violate any Law; provided, that the non-
requesting Party shall not be obligated to destroy Confidential Information
that is required by or relates to the business of such Party. Upon the
written request of such requesting Party, the other Party shall cause one of
its duly authorized officers to certify in writing to such requesting Party
that the requirements of the preceding sentence have been satisfied in full.

11. Disclaimer of Representations and Warranties. EXCEPT AS EXPRESSLY
PROVIDED IN SECTION 2, OR OTHERWISE IN ANY SCHEDULE
HERETQ, EACH PARTY ACKNOWLEDGES AND AGREES THAT
NEITHER ANY SERVICE PROVIDER NOR ANY MEMBER OF ITS GROUP
MAKES ANY REPRESENTATIONS OR WARRANTIES, WHETHER
STATUTORY, EXPRESS, OR IMPLIED, TO ANY SERVICE RECIPIENT OR
ANY OF ITS SUBSIDIARIES WITH RESPECT TO THE SERVICES, THE
STANDARD OR LEVEL OF CARE, QUALITY, SKILL OR WORKMANSHIP
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OF THE SERVICES, ANY EQUIPMENT OR MATERIALS PROVIDED
UNDER THIS AGREEMENT, OR OTHERWISE HEREUNDER, INCLUDING
ANY WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, OR ANY WARRANTIES ARISING FROM
COURSE OF DEALING OR USAGE OF TRADE.

12. Dispute Resolution. Without limiting any of the rights of the Parties under this
Agreement, all disputes, claims or controversies arising under this Agreement, the
Schedules hereto or the Services performed hereunder shall be resolved through
the dispute resolution provisions contained in Exhibit C.

13. Indemnification.

(a)

(b)

Indemnification by Service Recipient. Except where a Service Recipient
Indemnitee is entitled to indemmification by a Service Provider under
Section 13(b)(ii), and except as provided in Secfion 13(d), each Service
Recipient shall, severally, not jointly, indemnify and hold each Service
Provider, each of their Affiliates, and each of their respective officers,
directors, managers, employees, atiomeys, agents, subagents, confractors
and subcontractors {each a “Service Provider Indemnitee™), harmless
against any damages, liabilities, penalties, fines, judgments, assessments,
losses, fees, costs or expenses (including, without limitation, reasonable
fees and expenses of counsel) arising in connection with any Action,
demand, suit or cause of action (each a “Claing™), to the extent resulting
from any act done or suffered by any Service Provider, its Affiliates,
employees (or their heirs or beneficiaries) or contractors (or their heirs or
beneficiaries) in connection with its performance under this Agreement;
provided, that Service Recipient shall not be required to hold any Service
Provider Indemnitee harmless pursuant to this Section 13(a) to the extent
any such Claim has arisen as a result of the willful misconduct, bad faith
or gross negligence of any Service Provider. The obligations under this
Section 13(a) shall survive the termination or expiration of this
Agreement,

Indemnification by Service Provider. Except as provided in Section 13(d),
each Service Provider shall, severally, not jointly, indemnify and hold

Service Recipients, each of their Affiliates, and each of their respective
officers, managers, divectors, employees, attorneys, agents, subagents,
contractors and subcontractors (each a “Service Recipient mdemnitee™)
hanmless against any damages, liabilities, penalties, fines, judgments,
assessments, losses, fees, costs or expenses (including, without limitation,
reasonable fees and expenses of counsel) arising in connection with any (i)
Claim to the extent resulting from the willful misconduet, bad faith or
gross negligence of such Service Provider, such Service Provider’s
Affiliates, or the respective officers, directors, attorneys, employces,
agents, subagents or contractors of each in the performance of Services
hereunder by such Servic;agProvider and (ii) Claims brought by such




Service Provider's employees and contractors, except (A) any such Claim
that has primarily arisen as a result of the willful misconduct, bad faith or
gross negligence of any Service Recipient Indemnitee, or (B) acts of
discrimination, harassiment, retaliation, defamation or other intenfional
forts committed by any Service Recipient Indemnitee. The obligations
under this Section 13(b) shall survive the termination or expiration of this
Agreement,

(c) Defense of Indemnified Claims.

®

(i

(iir)

If any Service Provider Indemnitee or any Service Recipient
Indemnitee (an “Indemmitee”) receives notice of any claim
(including, without limitation, the commencement of any Action)
with respect to which a Service Provider or Service Recipient is
obligated to provide indemnification (the “Indemnitor™), the
Indemnitee shall promptly give the Indemnitor written notice of
such Claim, provided, that Indemnitee’s failure or delay in
providing such notice shall not affect Indemnitor’s indemnity
obligation hereunder except to the extent Indemnitor’s ability to
defend or setile a Claim is materially impaired thercby. The notice
shall specify, if known, the nature of the Claim and the amount or
an estimate of the amount of Liability arising from the Claim,

The Indemnitee shall permit the Indemnitor to assume the defense
of any such Claim if Indemnitor, in its sole discretion, chooses to
do so; provided, that counsel for the Indemnitor, who shall conduct
the defense of the Claim, shall be approved by the Indemnitee,
whose approval shall not be unreasonably withheld.
Notwithstanding the foregoing, (A) if the Indemnitee reasonably
determines that there may be a conflict between the positions of
the Indemnitor and the Indemnitee in connection with the Claim,
or that there may be legal defenses available to the Indemnitee
different from or in addition fo those available to the Indemnitor,
then counsel for the Indemnitee shall be entitled to conduct a
defense to the extent reasonably necessary to protect the inferests
of the Indemnitee, at Indemnitor’s reasonable cost and expense and
(B} in any event, the Indemnitee shall be entitled, at its own cost
and expense, to have Indemnitee’s counsel participate in, though
not conduct, the defense.

The Indemnitor shall not, except with the consent of each
Indemnitee, consent fo the entry of any judgment, or enter info any
settlement that (i) does not include as an unconditional term the
giving by the claimant or plaintiff to the Indemnitee a release from
all lability in respect of the Claim or (ii) includes any injunctive
relief affecting the Indemnitee or any admission of guilt or
wrongdoing with })‘%SpeCt to the Indemnitee. The Indemnitee shall
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not settle or compromise any Claim for which if asserts a right to
indemnification without the prior written consent of the
Indemnitor, which consent shall not be unreasonably withheld. If
Indemnitee settles or compromises a Claim without the prior
written consent of the Indemnitor, the Indemmitor shall have no
obligation to indemnify Indemnitee for such Claim.

(d) NO PARTY, NOR ANY OF ITS AFFILIATES OR AGENTS, OR
THEIR RESPECTIVE DIRECTORS, OFFICERS, MANAGERS,
EMPLOYEES, AGENTS, SUBAGENTS, CONTRACTORS,
SUBCONTRACTORS OR REPRESENTATIVES, SHAEL BE

. LIABLE UNDER THIS AGREEMENT TO ANY OTHER PARTY,
OR ANY OTHER PARTY’S AFFILIATES, AGENTS OR THEIR
RESPECTIVE DIRECTORS, OFFICERS, MANAGERS,
EMPLOYEES, AGENTS, SUBAGENTS, CONTRACTORS,
SUBCONTRACTORS OR REPRESENTATIVES, FOR ANY
INDIRECT, SPECIAL, PUNITIVE, INCIDENTAL OR
CONSEQUENTIAL DAMAGES ARISING OUT OF, OR IN ANY
WAY RELATED TO, THE SERVICES PROVIDED UNDER THIS
AGREEMENT, INCLUDING, WITHOUT LIMITATION, () ANY
ALLEGED BREACH OF FIDUCIARY DUTY, (II) LOSS OF
PROFITS OR BUSINESS OPPORTUNITIES, (1I) DAMAGES
SUFFERED AS A RESULT OF THE LOSS OF THE USE OF THE
FACILITIES OR EQUIPMENT, (IV) COST OF PURCHASED OR
REPLACEMENT POWER, (V) COST OF CAPITAL, (V1)
DAMAGE TO REPUTATION, (VII) DAMAGE TO CREDIT
WORTHINESS OR CREDIT STANDING OR (VIIT) DIMINUTION
OF STOCK PRICE OR VALUE, WITH RESPECT TO ANY |
CLAIM BASED ON OR IN ANY WAY CONNECTED WITH THIS
AGREEMENT, WHETHER ARISING IN CONTRACT
(INCLUDING, WITHOUT LIMITATION, BREACH OF
WARRANTY), TORT (INCLUDING, WITHOUT LIMITATION,
NEGLIGENCE, STRICT LIABILITY OR BREACH OF
FIDUCIARY DUTY), UNDER THE LAWS OF REAL PROPERTY,
OR UNDER ANY OTHER LEGAL OR EQUITABLE THEORY
AND REGARDLESS AS TO WHETHER ANY OR ALL OF THE
PARTIES KNEW OR SHOULD HAVE KNOWN OF THE
POSSIBILITY OF SUCH DAMAGES.

14. Intellectual Property and Data.

(a) Service Recipient Data. Service Recipients shall own all Service
Recipient Data. “Service Recipient Data™ means all (x) data and
information legally or beneficially owned by any Service Recipient (or
their Affiliates) prior to the execution of this Agreement, whether in the
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possession of any Service Provider, any Service Recipient or any of their
respective Affiliates, and (y) data, information and reports comprising the
results of data processing and other operations undertaken by any Service
Provider in providing the Services, but excluding (i) system configuration,
monitoring, performance and other technical and operational data and
information relating to any Service Provider Infrastructure (including any
such data and information generated in providing the Services) and (ii)
data and information {other than Service Recipient Data) owned or held by
any Service Provider (or their Affiliates) prior to the performance of the
applicable Services for any Service Recipient.

(b) Work Product.

1) Except as expressly set forth in Section 14(a), any and all Work
Product created under this Agreement by a Party shall be owned A
exclusively by the Service Recipients, except any enhancements or
other modifications that may be made to any Service Provider
Infrastructure to provide any Services to any Service Recipient
shall be owned exclusively by such Service Provider.

(ii)  To the extent that any right, title or interest in or fo any Intellectual
Property Rights or data vests in a Party or its Affiliates, by
operation of law or otherwise, in a manner contrary to the agreed
upon ownership as set forth in this Agreement, such Party shall,
and hereby does, perpetually and irrevocably assign to the other
relevant Party any and all such right, title and interest throughout
the world in and fo such Intellectual Property Rights and data, fiee
and clear of all liens and encumbrances, to the other relevant Party
without the need for any further action by any Party. Each Party
will, and will cause its Affiliates (and its and their respective
agents and contactors) to, take all acts and execute all documents
necessary to secure the other relevant Party’s ownership rights, as
reasonably requested by the relevant Party intended to own the
same under this Section 14.

(c) Intellectual Property icenses — To Service Recipient.

(i} With respect to any Work Product (i) for which a copy is
specifically delivered to any Service Recipient as part of the
Services (as opposed to used by or on behalf of any Service
Provider for the benefit of, but not delivered to, any Service
Recipient) and (i) owned by any Service Provider, all Service
Providers and all Service Recipients agree that such Work
Product 1s deemed licensed to the Service Recipients, from and
after 1ts delivery to the Service Recipients, pursuant to and in
accordance with the terms and conditions of the Utility OpCo
Software/TP License Agreements.
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(i) Subject to the terms and conditions of this Agreement, and any
third party agreements pursuant to which any Service Provider
obtains rights to the applicable Intelicctual Property Rights and
data, all Service Providers hereby grant to all Service Recipients
a limited, non-exclusive, non-sublicensable (except o their
Affiliates, and fo their contractors solely for performing services
for the benefit of the Service Recipients and their Affiliates),
non-fransferable (except as part of a permitied assignment of this
Agreement pursuant to Section 16), royalty-free license to make
a reasonable number of copies of, and use (and to the extent
expressly agreed o by any Service Provider, fo create derivative
works from and otherwise modify), during the Term, such
Intellectual Property Rights or data (other than Service Recipient
Data and Work Product licensed pursuant to Section J14{c)(i})

* that is provided or otherwise made available by or on behalf of
any Service Provider to any Service Recipient for that Service
Recipients' and its Affiliates' recoipt and use of the Services
under this Agreement. The foregoing license grant is (1) limited
to use of such Intellectual Property Rights and data in connection
with the Services, and (2) granted on an “AS [S, WHERE IS”
basis, with all faults, and af the relevant Service Recipient's sole
risk.

(dy Intellectual Property Licenses — To Service Provider.

{i) Subject to the terms and conditions of this Agreement, and any
third party agreements pursuant to which any Service Recipient
obtains rights o the applicable Intellectual Property Rights and
data, Service Recipients hereby grant to Service Providers a
limited, non-exclusive, non-sublicensable (except to their
Affiliates, and fo their contractors solely for performing services
for the benefit of any Service Provider and its Affiliates), non-
transferable (except as part of a permitted assignment of this
Agreement pursuant to Section 16), royaity-fiee license to make
a reasonable number of copies of, and use {(and to the extent
expressly agreed to by any Service Recipient or contemplated by
the Services, 1o create derivative works from and otherwise
modify), during the Term, such Intellectual Property Rights or
data that is provided or otherwise made available by or on behalf
of any Service Recipient to any Service Provider for that Service
Provider's and its Affiliates’ (and their contractors’) provision of
the Services under this Agreement. The foregoing license grant
is limited to use of such Intellectual Property Rights and data in
connection with the Services and granted on an “AS IS, WHERE
IS basis, witit all faults, and at the relevant Service Provider’s
sole risk, provided that the foregoing disclaimer and assumption
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of risk is subject to and shall not limit the relevant Service
Recipient’s indemnification obligations set forth in Section
13(a).

() Access to Data. Without limiting the foregoing in this Section 14, and
subject to applicable law, regulation and privacy policies, each Service
Provider will use commercially reasonable efforts to promptly provide to
each Service Recipient the Service Recipient Data and the Work Product
to which each Service Recipient has a perpetual license pursuart to
Section 14(c)(i}, in accordance with any mutually agreed delivery
schedule. Such data shall be delivered in a mutually agreed format (but in
no event other than a generally commercially available format if the
Parties are unable to agree on format). Service Recipients shall be
responsible for the actual out of pocket costs of Service Providers for such
deliveries, to the extent such costs are not already included in the cost for
the associated Services.

(f) Reservation of Rights. Except as set forth in the preceding sections of this
Section 14, all Service Providers and their Affiliates, and their licensors,
on the one hand, and all Service Recipients and their Affiliates, and their
licensors, on the other hand, retain all right, title and interest in and to their
respective Intellectual Property Rights and data, and no other license or
other right, express or implied, is granted to any Party with respect to the
other Parties’ and their Affiliates', and their licensors', ntellectual
Property Rights or data under this Agreement. Notwithstanding the
foregoing, each Party and its Affiliates may independently create or
acquire any Intellectual Property Rights or data that is the same or similar
to the Intellectual Property Rights or data deemed to be owned by the
other Party hereunder; provided that such independent creation or
acquisition is not breach of the obligations sef forth in Section 10
regarding confidentiality,

15. 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 deemed 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:
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If to Service Provider:
If to EST

If to Arkansas OpCo:

If to Gulf States OpCo:

If to Louisiana OpCo:

If to Mississippi OpCo:

If to New Orleans OpCo:

25

Entergy Services, Inc.

639 Loyola Avenue

New Orleans, Louisiana 70113

Atin: J. Wayne Leonard, Chief Executive
Officer

Facsimile: (504) 576-2776

Entergy Arkansas, Inc.

425 West Capitol Avenue

Little Rock, Arkansas 72201

Atin: Hugh T. McDonald, Chairman of
the Board, President and Chief Executive
Officer

Facsimile: (501) 377-3599

Entergy Gulf States Louisiana, L.L.C.
446 North Boulevard

Baton Rouge, Louisiana 70802

Attm: William H, Mohl, Chairman of the
Board, President and Chief Executive
Officer

Facsimile: (225) 381-5749

Entergy Louisiana, LLC

4809 Jefferson Highway

Jefferson, Louisiana 70121

Attn: William H. Mohl, Chairman of the
Board, President and Chiel Executive
Officer

Facsimile: (225) 381-5749

Entergy Mississippi, Inc.

308 East Pearl Sireet

Jackson, Mississippi 39201

Attn: Haley R. Fisackerly, Chairman of
the Board, President and Chief Executive
Officer

Facsimile: (601) 969-2400

Entergy New Orleans, Inc.

505 Magnolia Street

New Orleans, Louisiana 70119

Atin: Charles L. Rige, Jr., Chairman of the
Board, President and Chief Executive
Officer



If to Texas OpCo:

in each case, with a copy to
(which shall not constitute
notice}.

Ifto Service Recipient:
Ifto AR Wires Sub:

Ifto LA 1 Wires Sub:

Fio LA 2 Wires Sub:

If to MS Wires Sub:
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Facsimile: (504) 670-3605

Entergy Texas, Inc.

350 Pine Street

Beaumont, Texas 77701

Att: Sallie Rainer, Chairman of the
Board, President and Chief Bxecutive
Officer

Facsimile: (409) 981-2449

Skadden, Arps, Slate, Meagher & Flom
LLP
1440 New York Avenue, N.W.
Washington, D.C. 20005
Atin; Pankaj K. Sinha, Esq.

Michae) P, Rogan, Esq.
Facsimile: (202) 393-5760

Transmission Company Arkansas, LLC
c¢fo ITC Holdings Corp,

27175 Energy Way

Novi, MI 48377

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

Transmission Company Louisiana I, LLC
¢/o ITC Holdings Corp.

27175 Energy Way

Novi, M1 48377

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

Transmission Company Louisiana II, LLC
c/o ITC Holdings Corp.,

27175 Energy Way

Novi, M1 48377

Atin: Daniel J. Oginsky, Senior Vice
President and General Counsel

Facsimile: (248) 946-3562

Transmission Company Mississippi, LLC
¢/o ITC Holdings Corp.



27175 Energy Way

Novi, MI 48377

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

If to NOLA Wires Sub: Transmission Company New Orleans,
LIC
cfo ITC Holdings Corp.
27175 Energy Way
Novi, M1 48377
Attn: Daniel J, Oginsky, Senior Vice
President and General Counsel
Facsimile: (248) 946-3562

If to TX Wires Sub: Transmission Company Texas, LLC
c/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 Simpson Thacher & Bartlett LLP
not constitute notice): 425 Lexington Avenue
New York, NY 10017-3954
Attn: Andrew W. Smith, Esq.
Facsimile: (212) 455-2502

16. Assignability; Binding Effect. This Agreement is not-assignable by any Party
without the prior written consent of the other Parties and any attempt to 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.

17. 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
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.

18. Interpretation.
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(8)

(b)

The article, section and schedule headings contained in this Agreement are
for reference purposes only and are not part of this Agreement and shall
not, in any way, affect the meaning or interpretation of this Agreement.

This Agreement shall not be construed more strongly against any Party

hereto regardless of which Party is responsible for its preparation, it being

agreed that this Agreement was fully negotiated by both Parties,

Notwithstanding anything else herein to the contrary, this Agreement shaill
be construed consistent with all rules, requirements and procedures of the
FERC and any other applicabie regulatory authority.

19. Excusable Delays. If because of Force Majeure, a Party is unable to carry out its
obligations {(other than the obligation to make a payment) as provided for pursuant
to this Agreement, and upon such Party giving written notice to the other Party of
such Force Majeure, then such Party’s obligation to perform shall be suspended
from and after the date of the notice to the extent made necessary by such Force
Majeure and during its continuance. The notice shall specify the nature of the
Force Majeure, the obligation that such Party is unable to perform or furnish due
to Force Majeure, and such Party’s best estimate of the probable duration of the
Force Majeure, Each Party shall use commercially reasonable efforts to avoid or
eliminate such Force Majeure insofar as possible with & minimum of delay and to
resume performance as soon as and to the extent practicable.

20. Insurance.

(a)

(b)

At all times during the term of this Agreement, the Parties agree to
maintain, at their own cost and expense, general and automobile liability
and worker’s compensation in the manner, and amounts, as are usual and
customary for similarly situated companies. Notwithstanding any
provision of this Agreement to the contrary, each Party may provide any
of the insurance coverages required herein through a regplarly maintained
program of self-insurance. Each policy of insurance to be maintained
hereunder shall name the other Party, including its Affiliates, and the
officers, directors and employees of each, as additional insureds.

Policies. Upon request, each Party shall provide to any other Party,
properly exccuted and current certificates of insurance with respect to all
insurance policies required to be maintained by such Party under this
Agreement. Certificates of insurance shall provide the following
information:
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{i) name of insurance company, policy number and expiration date;

(ii} the coverage required and the limits on each, including the
amount of deductibles or self-insured retentions, which shall be
for the account of the Party maintaining such policy; and

(iii)a statement indicating that the other Party shall endeavor to
provide notice of cancellation of any required insurance policies
in accordance with policy provisions.

(c) Raiing, Unless otherwise agreed, all insurance policies shall be obtained
and maintained with companies rated A or better by Best’s Key Rating
Guide, and each party shall, upon request, provide the other party with an
insurance certificate confirming compliance with the requirements of this

Section 20(c).

(d) Subrogation. The Parties shall each obtain from the insurance companies
providing the coverage required by this Agreement, the permission of such
insurers to allow such Party to waive all rights of subrogation and such
Party does hereby waive all rights of said insurance companies to
subrogation against the other Party, its Affiliates, Subsidiaries, assignees,
officers, directors and employees.

(¢} Claims-Made Policies. If any insurance is written on a “claims made” or
“claims first made” basis, the primary insured Party shall maintain the
coverage for a minimum of three (3) years afier the fermination of this
Agreement,

(D Indemnification. In the event any Party fails to maintain the required
insurance coverage and a Claim is made or suffered, such Party shall
indemnify and hold harmless the other Parties from any and all claims for
which the required insurance would have provided coverage.

21. Entire Agreement. This Agreement (including any and all Schedules, Exhibits
and Attachments hereto) constitutes the entire agreement between the Parties
concerning the subject matter of this Agreement and supersedes other prior
agreements and understandings, both written and oral, between the Partics
concerning the subject matter of this Agreement.
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22. Limit of Relationship: Statutory Emplover. No Party shall represent that an
employer/employee, partnership, joint venture or agency relationship exists

between them, nor shall any Party have the power nor will any Party represent
that it has the power to bind the other Party hereto to any Contract.
Notwithstanding any provision in this Agreement to the contrary, each Party
mutually agrees that it is their intention to recognize the Service Recipient for the
particular state as the statutory employer of any Service Provider’s employees
{whether direct employees or statutory employees) working in that particular
state, in accordance with that state’s applicable state law solely for purposes of
providing each Service Recipient with statutory immunity from tort Claims under
applicable state law, while the employees are performing Services. In connection
with any Claims for personal injury or workers compensation made or.payable to
any employee of any Service Provider (or its heirs or beneficiaries), each Service
Recipient shall seek coverage under such Service Recipient’s applicable workers
compensation policies in order 6 avoid or reduce the exposure of any
indemnification obligation of any Service Provider under Section 13(a).

23. Waiver, No waiver, amendment, fermination or discharge of this Agreement or
any of the terms or provisions hereof, shall be binding upon any Parly uniess
confirmed in writing, No waiver by any Party of any term or provision of this
Agreement or of any default hereunder shall affect such Party’s right thereafter to
enforce such term or provision or to exercise any right or remedy in the event of
any other default, whether or not similar.

24, 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 remaining 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.

25. Binding Effect. This Agreement shal] be binding upon and shall inure to the
benefit of the Parties hereto and their respective successors and permitted assigns.

26. Counterparts. This Agreement may be executed in multiple counterparts (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 shall
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 all 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

fransmitted or communicated through the use of a facsimile machine or other
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electronic means as a defense to the formation of a contract and each such Party
forever waives any such defense.

27. Further Assurances. Upon the reasonable request of the other Party, each Party
hereto agrees to take any and all actions necessary or appropriate fo give effect to
the terms set forth in this Agreement.

28, Survival. Notwithstanding any thing in this Agreement to the contrary, Sections

Agreement.
29. Several Liability. The obligations and liabilities under this Agreement of each

Service Provider and each Service Recipient shall be several and not joint.

[Signature Pages Follow]
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IN WITNESS WHEREOF, each Party has caused this Agreement to be signed by their
respective duly authorized officers as of the date first above written.
SERVICE PROVIDERS
ENTERGY SERVICES, INC.

By:

Name;
Title:

ENTERGY ARKANSAS, INC.

By:

Name:
Title:

ENTERGY GULF STATES LOUISIANA, L.L.C,

By:

Name;
Title:

ENTERGY LOUISIANA, LL.C

By

Name:
Title:

ENTERGY MISSISSIPPL, INC,

By:

Name:
Title;

Signature Page to Transition Services Agreement



ENTERGY NEW ORLEANS, INC.

By:

Name:
Title:

ENTERGY TEXAS, INC.

By:

Name:
‘Title:

SERVICE RECIPIENTS

TRANSMISSION COMPANY ARKANSAS, LIC

By:

Name:
Title;

TRANSMISSION COMPANY LOUISIANA I,
LLC

By:

Name;
Title:

TRANSMISSION COMPANY LOUISIANA I,
LLC

By:

Name:
Title:

TRANSMISSION COMPANY MISSISSIPPL, LLC

By:

Name:
Title:

Signature Page to Transition Services Agreement



TRANSMISSION COMPANY NEW ORLEANS,
LLC

By

Name:
Title:

TRANSMISSION COMPANY TEXAS, LLC

By:

Name:
Title:

' Signature Page to Transition Services Agreement




EXHIBIT A

SERVICES TO BE PROVIDED




EXHIBIT B

Service Coordinators

[To come]



EXHIBIT C

Dispute Resolution Provisions

Except as otherwise provided in this Agreement, in the event of a controversy, dispute or
claim arising out of, in connection with, or in relation to the interpretation, performance,
nonperformance, validity, termination or breach of this Agreement or otherwise arising out of]
or in any way related to this Agreement or the transactions coniemplated hereby or thereby
(collectively, the “Agreement Disputes”), the Service Coordinators shall negotiate in good faith
for a reasonable period of time to settle such Agreement Dispute; provided, that (i) such
reasonable period shall not, unless otherwise agreed by the relevant Parties in writing, exceed
fifteen (15) calendar days from the time of receipt by a Party of writien notice of such
Agreement Dispute and (ii) the relevant employees from both Parties with knowledge and
interest in the dispute shall first have tried fo resolve the differences between the Parties,
Nothing said or disclosed, nor any document produced, in the course of any negotiations,
conferences and discussions in connection with efforts to settle an Agreement Dispute that is
not otherwise independently discoverable shall be offered or received as evidence or used for
impeachment or for any other purpose, but shall be considered as fo have been disclosed for
settlement purposes. :

If a satisfactory resolution is not achieved between the Service Coordinators, upon
mutual agreement by the Parties, the Parties may submit the dispute to non-binding mediation,
or in the absence of such mutual agreement, any Party may resort to any other remedy available
at law or equity.
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 1 - FIELD SUPPORT SERVICES

Service Name Service Description
1. Field Operating - Planned | Provide operating labor, materials
Maintenance Activitiss and equipment for the switching

and tagging of the transmission
systemn where transmission
resources are not geographically
available as necessary to support
planned maintenance work.

2. Field Operating -
Unplanned Restoration
Activities

Provide operating labor, materials
and equipment for the switching
and tagging of the transmission
system where fransmission
resources are not geographically
available as necessary fo respond
to unplanned events and outages.

1 3. Unplanned Restoration
Activities

Provide labor, materials &
equipment for the restoration and
repair of the transmission system.

4. Project Construction

Provide necessary labor, materials
and equipment to perform
construction activities on projects
(primarily distribution-related but
that have transmission system
components) that have
commenced, but are not
completed, prior to Closing.

5. Project Management

Provide project tracking and
project management services for
capital construction of projects
{(primarily distribution-related but
that also involve transmission
systemn assets and non-electrical
portions of the transmission
substations and dual function
substations) that have commenced,
but are not completed, prior to
Closing.
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

6. Safety and Skills Training

Provide safety and skills-based
training to field personnel.

7. Vehicles, Tools and
Equipment

Provide use of agreed upon
vehicles, tools and equipment
necessary for the operation and
maintenance of the transmission
system.

8. Warehousing

Provide warehousing services for
fransmission materials to manage
mveniory, pull stock, and add to
stock.

9. Warchousing Equipment

Provide use of agreed upon
miscellaneous equipment for
warehousing and management of
warchouse inventory. (e.g.
forklifts, cranes, efc.)

10. Materials Management

Provide materials management
services necessary to perform
capital projects on projects
commenced, but not completed,
prior to closing and related to the
Transmission Business.

11. Maintenance Support

Provide necessary labor, materials
and equipment, as described
below, to perform maintenance
activities on the transmission
system,

11.1 Provide agreed upon power
equipment and relay test labor,
materials and equipment for
installation, testing and periodic
maintenance of major equipment,
relay systems, SCADA/RTU
systems and fault recorder systems
on the fransmission system.

11.2 Provide vegetation
management services for
transmission system easements
and rights of way.
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

11.3, Provide electrical iabor,
maferials, miscellaneous materials,
and equipment for the
maintenance of the electrical
portions of the transmission
substations.

12, Telecom Support

Provide telecom engineering and
consulting and field telecom
support services for new or
exisfing telecom infrastructure and
equipment utilized in operation,
monitoring and control of the
transmission system,

12,1 Administer and manage
existing third-party telecom
circuits used in operation,
monitoring and control of the
transmission system until service
obligations are transferred to
Service Recipient.
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TRANSITION SERVICE AGREEMENT Page 4
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 2 - ENGINEERING SUPPORT SERVICES

Service Name Service Description
1. Storage and Access to Provide continued storage of and
Engineering Drawings access to drawings, records and

other technical information until
separation can be completed,

2. Right of Way and Easement | Provide technical support services
Acquisition {non-legal) for the acquisition of
rights of way and easements for
the transmission line projects
commenced, but not completed,
ptior to closing and related to the

Transmission Business.
3, Community Approval Provide engineering assistance and
Process Support consulting as requested in

connection with the community
approval process, including
communuty approval meetings,
zoning board of appeals meetings,
community informational
meetings and other related
activities.

4, Acquisition of Permits . | Provide assistance and consnlting
as requested in connection with
acquisition and maintenance of
various permits required to
implement projects, including
building, soil erosion control,
wetlands, road ROW and state
permits and other related

activities,
5. Engineering Design and Provide engineering and design
Document Management services necessary to prepare
Support construction documents for new

installations and capital
modifications to the transmission
system for projects commenced,
but not completed, prior fo closing
and related to the Transmission
Business.




TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

6. System Protection and
SCADA Support

Provide system protection
engineering and consulting
services for new or existing relay
protection and control schemes,
SCADA systems, RTUs, and
disturbance monitoring systems at
fransmission substations and dual
function substations,

7. Engineering and Technical
Support Services

Provide engineering and technical
support services described below,
as necessary, fo provide scope
review and estimates, review
proposed project sketches, provide
input to studies and other related
services.

7.1. Provide overhead lines
engineering and technical support
services related to the
Transmission Business.

7.2. Provide substation design
engineering and technical support
services related to the
Transmission Business,
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 3 - SITE ACCESS SERVICES

Service Name

Service Description

1. Physical Security Monitoring
and Access Control

Provide physical security
monitoring, aceess control and
select security guard services for
transferred facilities.

2. Physical Security Incident
Response

Provide incident response and

investigative services related to
physical security for transferred
facilities (e.g., for copper theft).
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 4 — CORPORATE SUPPORT SERVICES

Service Name

Service Description

1. Data for Transmission Service
Billing

Provide monthly load
information and other data
necessary for MISO billing
process for transmission service
unti! other meter data
arrangements are completed.

2. OASIS Administration
Support

Provide support in
administration of Service
Recipient’s QASIS site.

3. Reissuance of Financial
Statements, Consents, Comfort
Letters, Agreed Upon
Procedures and Reissuance of
Independent Auditor Opinions

Provide re-issued financial
statements previously delivered
pursuant to Section 5.03 of the
Merger Agreement and support
new consents, comfort [etters or
agreed upon procedures relating
to those financial statements as
required for Service Recipient’s
futwre SEC, FERC or similar
filings and Debt Offering
memoranda. Service Provider to
include customary management
and legal representations as
needed, Service Provider agrees
to support its own Independent
Auditors’ requests related to any
reissued opinion(s) on new
financial statements.

4. Access to Business Systems

Provide access to business
systems necessary for continuity
of business and operations in
accordance with the IT
Implementation Plan (such
business systems do not include
Entergy’s enterprise-wide
systems such as PeopleSoft HR,
PeopleSoft Financials, Indus
Asset Suite, and PowerPlant) and
services and support related
thereto.

]
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

5. CIP Compliance

Provide ITC with NERC CIP
Program governance support
services as necessary to suppolt
policy, procedure, control, and
process transition activities.

6. Building Facilities Operation
and Maintenance

Provide continued operation and
maintenance services for all
buildings that are part of the
transaction whether they are
owned or leased.

7. Office Support Functions

Provide equipment use and
support services to Service
Recipient’s employees that share
office space with Service
Provider’s employees.

8. Regulatory Support

Provide information and access
to relevant documents in
connection with regulatory
proceedings commenced, but not
completed, prior to Closing (e.g.,
CCN proceedings, ERSC or
other regulatory data requests).
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FORM OF

TRANSITION SERVICES AGREEMENT

This Transition Services Agreement (this “Agreement™) is dated as of | ], by
and among Transmission Company Arkansas, LLC, a Michigan limited liability company (“AR
Wires Sub™), Transmission Company Louisiana I, LLC, 2 Michigan limited liability company
(“LA 1 Wires Sub”), Transmission Company Louisiana IT, I.L.C, a Michigan limited liability
company (“LA 2 Wires Sub™), Transmission Company Mississippi, LL.C, a Michigan limited
liability company (“MS Wires Sub™), Transmission Company New Orleans, LLC, a Michigan
limited liability company (“NOLA Wires Sub™), Transmission Company Texas, LLC, a
Michigan limited liability company (“TX Wires Sub”, and, together with AR Wires Sub, LA 1
Wires Sub, LA 2 Wires Sub, NOLA Wires Sub and MS Wires Sub, each a “Service Provider”),
Entergy Arkansas, Inc., an Arkansas corporation (“Arkansas OpCo”), Entergy Gulf States
Louisiana, L.L.C., a Louisiana limited liability company (“Gulf States OpCo”), Entergy
Louisiana, LLC, a Texas limited liability company (*Louisiana QpCo™), Entergy Mississippi,
Inc., a Mississippi corporation (“Mississinpi OpCo”), Entergy New Orleans, Inc., a Louisiana
corporation (“New Orleans OpCo”) and Entergy Texas, Inc., a Texas corporation (“Texas
OpCo” and, together with Arkansas OpCo, Gulf States OpCo, Louisiana OpCo, Mississippi
OpCo and New Orleans OpCo, the “Utilify OpCos”) and Entergy Services, Inc., a Delaware
corporation (“EST). Each Utility OpCo and ESI is referred herein, individually, as a “Service
Recipient” and each Service Provider and each Service Recipient are referred herein,
individually as a “Party” and, collectively, as the “Parties”,

RECITALS

WHEREAS, Entergy Corporation, ultimate parent of each Service Recipient and a
Delaware corporation (“Entergy™), ITC Holdings Corp., a Michigan corporation (*ITC"), Mid
South TransCo LLC, a Delaware limited liability company (“TransCo"), and each Service
Recipient have entered into a Separation Agreement dated as of December 4, 2011 (the
“Separation Agreement™), pursuant to which the Transmission Business shall be transferred to
Service Providers (the “Separation™);

WHEREAS, Entergy, ITC, TransCo and Ibis Transaction Subsidiary LLC, a Delaware
limited liability company (*Merger Sub”) have entered into a Merger Agreement, dated as of
December 4, 2011 (the “Merger Agreement™), pursuant to which Merger Sub shall be merged
(the “Merger”) with and into TransCo, with TransCo surviving the Merger as a wholly owned
subsidiary of ITC and all of the common units representing limited liability company
membership units of TransgCo shall be converted into the right to receive shares of common stock
of ITC;

WHEREAS, after the Separation, the Service Providers will own and operate the
Transmission Business which was formerly owned and operated by the Utility OpCos (the
“TransCo Transmission Business™};



WHEREAS, cach Service Provider and each Service Recipient desire to enter into an
agreement whereby cach Service Provider and its Affiliates, on the terms and conditions set forth
in this Agreement, will provide certain Services to each Service Recipient exclusively for the
benefit of such Service Recipient and not for the benefit of Entergy’s other Affiliates other than
other Service Recipients; and

WHEREAS, to facilitate the effective and efficient transfer of the Transmission Business
from ownership and operation by Entergy and its Affiliates to ownership and operation by ITC’s
Affiliates, each Service Recipient desires to purchase and each Service Provider is willing to
furnish certain services upon the terms and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the mutual promises contained herein, and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and infending to be legally bound hereby, each Service Prov1de1 and each Service
Recipient agrees as follows:

1. Definitions.

Capitalized terms, as used herein, have the meanings set forth below or elsewhere
in this Agreement.

(a) “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 infernational Governmental Authority or
any arbitration or mediation fribunal.

(b) “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 “controlied 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,

(c) “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.

(d) “Closing Date” means the date on which the consummation of the Merger
occurs as provided in the Merger Agreement.
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(e} “Code” means the United States Internal Revenue Code of 1986 (or any
successor stafute), as amended from time to time.

(f) “Confidential Business Information” means all Information, data or
material other than Confidential Operational Information, including (i)
earnings reports and forecasts, (i1) macro-economic reports and forecasts,
(iii) business and strategic plans, {iv) general market evaluations and
surveys, (v) litigation presentations and risk assessments, (vi) budgets and
(vii) financing and credit-related information,

(g) “Confidential Information” means Confidential Business Information and
Confidential Operational Information concerning a Party and/or its
Affiliates which has been disclosed by a Party or its Affiliates to the other
Party or its Affiliates in connection with this Agreement, in written, oral
(including by recording), electronic or visual form, or otherwise has come
into the possession of the other Party, including pursuant to the access
provisions of this Agreement or the provision or receipt of Services
{except to the extent that such information can be shown to have been (i)
in the public domain through no action of such Party or its Affiliates, (ii)
lawfully acquired from other sources by such Party or its Affiliates to
which it was furnished, (iii} is independently developed by a Party or its
Affiliates after the date hereof without reference to the Confidential
Business Information or Confidential Operational Information of the other
Party or its Subsidiaries and without a breach of this Agreement or (iv}
approved for release by written authorization of the disclosing Party
and/or the third-party owner of the disclosed information; provided,
however, in the case of clause (ii) that, 1o the furnished Party’s knowledge,
such sources did not provide such information in breach of any
confidentiality obligations}.

(h) “Confidential Operational Information” means all operational Information,
data or material including (i) specifications, ideas and concepts for
praducts, services and operations, (if) quality assurance policies,
procedures and specifications, (iil) customer information, (iv) software,
(v) training materials and information and (vi) all other know-how,
methodologies, procedures, techniques and trade secrets related to design,
development and operational processes, '

(i) “Contract” means any legally binding written or oral agreement, contract,
subcontract, lease, understanding, instrument, note, option, warranty, sales
order, purchase order, license, sublicense, insurance policy, benefit plan or
commitment or undertaking of any nature.

() “Debt Exchange” means the exchange by Entergy of the Entergy
Exchangesble Debt for the TransCo Securities, as provided in Section
2.01(c) of the Separation Agreement.




(k) “Distribution”™ means Entergy’s disposition of one hundred percent

Y

(100%) of the TransCo Common Units to its shareholders either (i)
through a dividend of TransCo Common Units to Entergy shareholders on
a pro rata basis (a “Spin-Off”) or (i1} 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, as provided in the Merger Agreement.

“Entergy Contribution” means Entergy’s contribution of the equity
interests of each TransCo Sub to TransCo as provided in Section 1.06 of
the Separation Agreement,

(m)“Entergy Exchangeable Debt” shall mean the notes or other forms of

indebtedness issued by Entergy, or the agreements and other arrangements
with unrelated creditors to purchase existing Entergy Corporate Debt, in
connection with the Debt Exchange, as provided in Section 2.01(a) of the
Separation Agreement.

(n) “Entergy Group” means Entergy and each of its Subsidiaries.

(0) “FERC” means the Federal Energy Regulatory Commission.

(p) “Force Majeurg” means any cause or causes not reasonably within the

conirol of a Party, occurring without the fault or negligence of such Party,
and the effects of which could not have been avoided by such Party
through the exercise of reasonable diligence.

(@) “Govermnmental Authority” means any federal, state, local, foreign or

)

(s)

international court, government, department, commission, board, bureau,
agency, official or other regulatory, administrative or governmental
authority or self-regulatory organization.

“Information” means information in written, oral, electronic or other
tangible or intangible forms, stored in any medium, including studies,
reports, records, books, Confracts, instruments, surveys, discoveries, ideas,
concepts, know-how, techniques, designs, specifications, drawings,
blueprints, diagrams, models, prototypes, samples, flow charts, data,
computer data, disks, disketies, tapes, computer programs or other
software, marketing plans, customer names, communications by or to
attorneys (inchuding attorney-client privileged communications), memos
and other materials prepared by attorneys or under their direction
(including attorney work product), and other technical, financial,
employee or business information or data, but in any case excluding back-
up tapes,

“Intellectual Property Rights” means all worldwide intellectual property
and industrial property rights, including without limitation, all (a) patents,
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inventions, technology, processes and designs, (b) trademarks, frade
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 (¢)
any applications, registrations, renewals, foreign counterparts, extensions,
continuations, confinuations-in-part, re-examinattons, 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 Coede 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 fo Section 368(a) of the Code.

(u) “Inferest Rate” means a fluctuating interest rate equal at all times to the
prime rate, as reported in The Wall Street Journal on the last business day
of the calendar month in which the applicable Invoice was received, plus
one percent {1%), but in no case higher than the maximum rate permitied
by Law.

(v) “Intemnal Restructuring” means the corporate restructuring steps set forth
in Sections 1.02, 1.03, 1.04, and 1.05 of the Separation Agreement,

(w)“IRS” means the United States Department of the Treasury Internal
Revenue Service.

(x) “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.

(y) “NERC” means the North American Electric Reliability Corporation or its
successor organization,

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

(aa) “Person’ means an individual, a partership, a corporation, a
limited liability company, an association, a joint stock company, a trust, a
5
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joint venture, an unincorporated organization or a Governmental
Authority.

(bb) “Ruling” means the private letier ruling, substantially to the effect
that the Distribution, the Entergy Coniribution, and the Internal
Restructuring will qualify for the treatment described in clauses (i)
through (iii} of the definition of Intended Tax-Free Treatment, including
any amendment or supplemental ruling thereto, issued by the IRS in
response fo the Ruling Request.

(cc) “Ruling Request” means the private letter ruling request filed by
Entergy with the IRS pursuant to the Merger Agreement.

(dd) “Service Provider Infrastructure” means the information
technology systems, communications systems and other systems,
hardware, software, processes, models, algorithms, know-how and other
technology used by or on behalf of Service Provider in connection with
the provision of any of the Services.

(ee) “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 capital stock o1 other voting securities or interests
having voting power under ordinary circuinstances 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.

(ff) “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 fax-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 fo Sections 368(a)(1)(D) and 355 of
the Code that is tax-free to Entergy, the Entergy shareholders and
TransCo, (C) the Debt Exchange will qualify for tax-free treatment to
Entergy under Section 361(¢) of the Code, and (D) the Merger will not
cause Section 355(e) of the Code to apply to the Distribution.

(g2) “TransCo Common Units” means the common units representing
limited lisbility company membership inferests of TransCo,

(bh) “TransCo Securities” means the senior securities of TransCo
issued by Entergy pursuant to Sections 1.06 and 2.01(b) of the Separation
Agreement,




(i) “Transmigsion” means the movement, delivery or transfer of electric
energy through interconnected lines and associated equipment at nominal
voltages that are greater than or equal to 69 kV between points of supply
and points at which it is transformed for delivery to customers or is '
delivered to other electric systems.

(i) “Transmission Assets” means the transmission assets of each Service
Provider transferred pursuant to and subject to the conditions of the

Separation Agreement,
(kk) “Transmission Business” means the business function of Entergy

conducted by the Entergy Group (including the Utility OpCos) through the
.ownership, operation, management and maintenance of and invesiment in
assets for Transmission; provided, however, the Transmission Business
shall not include any Transmission Assets owned or used by Entergy’s
Wholesale Commodities reporting segment (as described in Entergy’s
Securities and Exchange Act of 1934 filings).

(I) “Work Product” means reports, surveys, promotional materials,
photographs, logos, artwork, graphics, signs, computer code, software,
scripts, processes, models, algorithms, know-how, documentation, data,
information, specifications or other materials, writings or work of
authorship and other technology, content or other Intellectual Property
Rights.

2. Services.

(2) Each Service Recipient hereby engages the applicable Service Provider,
and the applicable Service Provider hereby accepts such engagement, to
provide, or cause to be provided, to each Service Recipient, during the
Term of this Agreement, the services described on Schedule A hereto
(which shall be deemed to include any services closely, primarily or
substantially related to the services described on Schedule A) (the
“Services”) to be provided by the applicable Service Provider identified on -
Schedule A, or an alternative Service Provider if the applicable Service
Provider is unable fo perform such services (provided that Service
Provider will be liable in all instances for the performance of such
obligations), in accordance with the terms and conditions set forth in this
Agreement, Notwithstanding anything to the contrary in this Agreement,
Services shall only include those that are performed under the direction,
supervision, and control of the Service Recipient.

(b) Omitted Services. If, after the date hereof and prior to one hundred eighty
(180) calendar days after the date hereof, Service Recipient identifies a
Service that was omitted from inclusion in the Services to be received by
Service Recipient under this Agreement and that was historically provided
by Entergy or an Affiliate of Entergy in support of the Transmission
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Assets owned by Service Recipient, and is necessary or desirable to the
efficient and effective operation of the TransCo Transmission Business
{an “Omitted Service”), then, provided that the provision of such service
does not-materially hinder (as reasonably determined by the applicable
Service Provider) the applicable Service Provider’s conduct of its business
in the ordinary course, such Omitted Service shall be added and
congidered as part of the Services to be provided by such Service Provider,
subject to FERC approval. The applicable Parties shall cooperate and act

"in good faith to reach agreement on the specific terms and conditions
applicable to such Omitted Service, provided, that if such Omitted Service
is substantially similar to any other Service provided by any Service
Provider under this Agreement, the specific terms and conditions shall be
substantially similar fo the specific terms and conditions applicable to such
other Service. Upon the applicable Parties® agreement on the specific
terms and conditions applicable to an Omitted Service, the applicable
Parties shall execute an amendment to this Agreement that provides for
the substitution of the relevant Schedule or additions of supplements to the
relevant Schedule, in order to describe such Omitted Service and the
agreement upon the other specific terms and conditions applicable therefo.
The Parties agree that the fees for any Omifted Services shall be
determined by Section 5, .

(c) Additional Services. In the event that the Parties identify and agree upon
an additional Service (that is otherwise not listed on Schedule A or is not
an Omitted Service) to be provided under this Agreement, as well as the
specific terms and conditions applicable thereto (an “Additional Service”),
the Parties shall execute an amendment to this Agreement that provides
for the substitution of the relevant Schedule, or additions to this
Agreement of additional schedules, in order to describe such Additional
Service, and the agreed upon specific terms and conditions applicable
thereto, subject to FERC approval. Schedule A and all such additional
schedules, if any, are collectively referred to herein as the “Schedules.”
The Schedules are hereby incorporated by reference into this Agreement,
provided, however, that in the event of a conflict between any Schedule
and the terms of this Agreement, this Agreement shall govern. The Parties
agree that the fees for any Additional Services shall be determmed by
Section 5.

(d) Replacement Service Providers, Each Service Provider shall use
commercially reasonable efforts in cooperating with Service Recipient to
effect, as provided in this Agreement and at Service Recipient’s expense,
without unduoe delay, the transition from such Service Provider to any such
other qualified service providers as Service Recipient may designate in
writing from time to time to replace such Service Provider as the service
providers of any or all Services hereunder (the “Replacement Service
Providers)




(e) Impracticability. Subject to the provisions of subsection (f) below, each

Service Provider shall not be required to provide any Service to the extent:
* (i) that the performance of the Services would (A) require such Service

Provider or any of its Affiliates to violate any applicable Laws (including
any applicable codes or standards of conduct established by any other
Governmental Authority with respect to their activities subject to the
jurisdiction of such other Governmental Authority} or any internal policy
reasonably adopted in order to comply with any applicable Laws; (B)
result in a material breach of any software license, lease or other Contract
in effect as of the dafe of this Agreement; or (C) be inconsistent with the
Ruling, the Tax Opinion, or the representations or statement of facts made
or relied on in connection with the Ruling or the Tax Opinion; or (ii) as
provided in Section 19. Any claim of a Service Provider of
impracticability under this subsection will be made in writing delivered to
the address listed in Section 15 for the Service Recipients.

(f) Cooperation. In the event that there is nonperformance of any Service as a
result of impracticability pursuant to subsection (e} above, the Parties
agree to work fogether in good faith to arrange for an altermative means by
which the applicable Service Recipient may obtain, at its sole discretion,
cost and expense, the Service so affected. Subject to Section 10, the
-Parties shall cooperate with each other in connection with the alternative
performance of the Services, including producing on a timely basis all
Contracts, documents and other information that is reasonably requested
with respect to the alternative performance of Services; provided,
however, that such cooperation shall not unreasonably disrupt the normal
operations of the Parties; and provided, further, however, the Party
requesting cooperation shall pay all reasonable out-of-pocket costs and
expenses incurred by the Party or its Affiliates furnishing such requested
cooperation, unless otherwise expressly provided in this Agreement. The
Parties shall assist and cooperate with each other on & mutually agreeable
basis to facilitate (i) the timely and ordetly assumption by the Service
Recipient or its Affiliates (or a provider unaffiliated with ITC) of
providing the Services and (ii) the orderly fransition of all data,
information and other matters that support or relate fo the operations
and/or functions that are the subject of any Services, taking into account

" the need to minimize bath the cost of such transition and the disruption to
the ongoing business activities of the Parties, and each Party shall in good
faith make available to the other Party the personnel and resources
reasonably needed to plan for and facilitate such timely and orderly
fransition.

(g) No Financing to Service Recipient. Unless otherwise expressly required
under the terms of any relevant Schedule hercto, in no event shall any
Service Provider or its Affiliates be required to (i) lend any funds to
Service Recipient or its Affiliates, (ii) expend funds for any additional
equipment or material or property {real or personal) on behalf of Service
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. Recipient other than in the dr&inary course of business, or (iii) make any

payments or disbursements on behalf of Service Recipient, except to the
extent Service Recipient has previously delivered, or will deliver by future
payment, to such Service Provider sufficient funds to make any such
expenditures, payment or disbursement.

(h) No Assumption or Modification of Obligations. Except to the extent

necessary in the provision of the Services as contemplated herein, nothing
herein shall be deemed to (i) constitute the assumption by any Service
Provider or any of its Affiliates, or the agreement to assume by any
Service Provider or any of its Affiliates, any duties, obligations or
liabilities of any Service Recipient or its Affiliates whatsoever; or (ii)
alter, amend or otherwise modify any right or obligation of any party
under the Separation Agreement,

Application of Resources. Unless otherwise expressly required undet the
terms of any relevant Schedule hereto or the Separation Agreement, in
providing the Services, each Service Provider or its Affiliates shall not be
obligated to: (1) expend funds and other resources beyond levels that
would be customary and reasonable to provide Services that are similar to
the relevant Services; (i) maintain the employment of any specific
employee, contractor or subcontractor, or to hire any additional employee
or subcontractor; (iii) purchase, lease or license any additional (measured
ag of the date hereof) equipment or materials (expressly excluding any

. renewal or extension of any lcases or licenses required for such Service

@

Provider to perform the relevant Services during the relevant Services
Term); or (iv) pay any of Service Recipient’s costs related to its or any of
its Affiliates’ receipt of the Services.

Transitional Nature of Services; Changes, The Parties acknowledge the
transitional nature of the Services and agree that notwithstanding anything
to the contrary herein, each Service Provider may make changes from
time-to-time in the manner of performing its Services if such Service
Provider is making similar changes in performing similar services for
itself and/or its Affiliates; provided, that such Service Provider must
provide Service Recipient with at lcast thirty (30) days prior written notice
of such changes.

(k) Collective Bargaining Employees. Nofwithstanding any provision in this

Agreement to the contrary, a bargaining unit employee of any Service
Provider who is covered by a collective bargaining agreement will not be
obligated to perform any Services under this Agreement unless either (a)
the Service Provider interprets those Services to be consistent with the
applicable collective bargaining agreement; or (b} if the Service Provider
is able to negotiate and agree with the collective bargaining
representative(s) of the bargaining unit employee(s) asked to perform
those services, which may require incurring additional costs to the Service

10
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Provider, and which are approved in advance by the Service Recipient. -

(I} Service Provider Employee Responsibilities. Under the overall supervision
and specifications of Service Recipient, each Service Provider shall be
responsible for; (1) employing its personnel directly or through an
Affiliate; (2) training, managing and supervising all of such Service
Provider's employees; (3) paying of compensation, benefits and labor
costs (including, without limitation, workers’ compensation obligations)
attributable to such Service Provider’s employees; (4) withholding and
remitiing such Service Provider’s employee’s share of all federal, state
angd local income taxes, FICA, payroll taxes, unemployment taxes and
occupational taxes owed by such Service Provider’s employees; (5)
issuing or causing to be issned Internal Revenue Service W-2 forms for
such Service Provider employees or Affiliate employees who perform
services for the Service Recipients; (6) determining the safety of its
employees; and (7) complying with all other legal requirements relating to
the Service Provider’s employees.

3. Subcontractors. Subject to Service Recipient’s prior written consent, which
consent shaill not be unreasonably withheld, 1o the extent any Service requires the
use of any reasonably qualified third party subcontractor, at the Service
Recipient’s option, such subcontractor shall be directly contracted, directed and
controlled by the Service Recipient and no contractual relationship will exist
between any Service Provider and any such subcontractor. Inno event shall any
Service Provider be required to subcontract some or all of the Services to any
subcontractor.

4, Service Recipient Responsibilities.

{a) Service Recipient agrees to supervise the activifies to be performed by
Service Provider and reasonably cooperate with Service Provider in
connection with the performance of the Services.

(b) To the extent that access fo the property or facilities of Service Recipient,
or to the personnel of Service Recipient, is at any time reasonably
necessary or appropriate in connection with the performance of the
Services, each Service Recipient agrees to grant such access to Service
Provider and its representatives on a commercially reasonable basis,
subject to any NERC or FERC limitations or restrictions (including
adherence with FERC’s Order No. 717, Standards of Conduct for
Transmission Providers). A Service Provider shall not be responsible for
any loss, damage, fine, penalty, cost, expense, delay, interruption, breach,
non-performance of other failure of any of the Services to the extent
resulting from or arising out of or in connection with any failure by any
Service Recipient fo provide access to the extent reasonably necessary or
appropriate in connection with the performance of the applicable Service
to any of its properties, facilities or personnel in connection with the

11



. performance of such Services on a commercially reasonable basis,

5. Compensation,

(a) As consideration for the Services, the applicable Service Recipient shall
reimburse and pay to the applicable Service Provider all reasonable and
verifiable costs incident to the Services, including but not limited to,
mafterial costs, labor costs, labor costs adders, costs associated with third
party vendors and consuitants and any and all associated overheads,
allocated in accordance with the same methodoelogy employed historically
by ITC and its Affiliates in connection with the provision of services to
affiliated entities and business units; provided that, for purposes of this
provision, “costs” means fully-loaded costs without any profit factor
(“Reimbursable Costs™).

(b) Within three (3) business days after the end of each calendar month, each
Service Provider shall provide each Service Recipient an estimate of the
amounts expected to be invoiced for that month, including capital project
work order numbers and other reasonable documentation to support the
charges and distribution of charges.

Within fifteen {15) calendar days after the end of each calendar month
during the term of this Agreement, the applicable Service Provider shall
submit to each Service Recipient an itemized invoice (such invoice to set
forth a description of the Services provided, including capital project work
order numbers and other reasonable documentation fo support the charges
and distribution of charges thereon and any sales, use and other similar
taxes imposed on the sale of such Services) (an “Invoice”™) for all Services
provided to each Service Recipient during such calendar month and any
outstanding reimbursable expenses or charges incurred by such Service
Provider hereunder and the amount payable by each Service Recipient for
such Services and expenses or charges pursuant to this Agreement,

(c) Subject to subsections (d), (¢) and (f) below, each Service Recipient shall
pay in full any amount payable to Service Provider hereunder within thirty
(30) Business Days of receipt of the applicable Invoice in accordance with
any wire instructions set forth on the Invoice.

(d) If any Service Recipient disputes in good faith any portion of the amount
due on any proper Invoice, such Service Recipient shall notify the
applicable Service Provider in writing of the nature and basis of the
dispute within twenty (20) Business Days after Service Recipient’s receipt
of such Invoice; provided, however, that the Service Recipient shall be
required to pay any amount in dispute. Otherwise, the amount stated on
the Invoice shall be deemed to be accurate and correct and shall not be
subject to dispute or contest by any Service Recipient or any Affiliate
thereof. The Parties shall use their reasonable best efforts to resolve the
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disputé prior to the payment due date and thereafter. Upon a resolution of
-any dispute, the applicable Party will refund to the other Party the amount
that has been agreed by such Parties.

(e) Any applicable federal, state and local sales, excise, ad valorem, use or
similar taxes, if any, imposed in connection with the Services, except for
federal, state and local income taxes payable by any Service Provider, will
be reimbursed by Service Recipients,

() Any amount not paid by Service Recipients when due hereunder shall bear
interest at a rate equal to the Interest Rate, per annum, accrued from the
due date of such payment until such payment is actually received by the
applicable Service Provider.

. Service Coordinators. Service Recipients and Service Providers shall create a
transition committee (the “Transition Committee™) and each group of Service
Recipients and Service Providers shall appoint one (1) senior representative and
an alternate in case such person is not available from time to time to the
Transition Committee for the Term (each such person, a “Service Coordinator™.
The names, contact information and title of the initial Service Coordinators and
their alternates are set forth on Exhibit B. Each Service Coordinator shall have
the authority and responsibility to:

(2) oversce matters relating to the respective appointing Party that are set
forth in this Agreement;

(b) represent the appointing Party in relation to this Agreement and make
appropriate decisions on day-to-day issues subject to the terms of this
Agreement;

(¢) coordinate the technical aspects of the Services and consult on the
operation and management of the Services;

(d) monitor any Party’s compliance with its obligations under this Agreement
and review the performance of the Services: and

(e) facilitate the resolution of any dispute between the Parties, according to
Section 12 and Exhibit C.

. Books and Records, Each Service Provider shall keep records and books of
account showing all charges, disbursements or expenses made or incutred by it in
performing the Services and shall preserve such records and books of account for
a period of six {6) years following incurrence of such expenses, or longer if
required by applicable law; provided, that this Section 7 does not preclude any
Service Provider from preserving such records for a longer period pursuant to its
records management programs, policies or procedures.

. Access to Records; Audits.
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(a) During the Term of this Agreement and for a period of four (4) years
thereafier, and subject to the terms of this Agreement (including, without
limitation, Section 7 above) Service Recipients, directly or through
authorized representatives, at such Service Provider’s facilities shall, upon
ten (10) calendar days® prior written notice to the applicable Service
Provider, during Service Provider’s business hours, have access to and the
right to inspect and make copies of any and all books, records (inclading
training records of applicable personnel providing Services), accounts,
invoices, canceled checks, payrolls and other documents and papers of
every kind held by such Service Provider pertaining to the performance of
the Services and all charges, disbursements and expenses made or incurred
by such Service Provider in performing the Services and all information
related to the caleulation of overhead costs by such Service Provider. In
addition, Service Recipients, at their sole cost and expense, may from time
fo time but not more than two (2) times during the Term and for a period
of six (6) months thereafter (and not more than two {2} times during any
six (6) month period or as more frequently required by a Governmental
Authority) audit any document, information or matier reasonably relating
to Service Provider’s invoicing under this Agreement through its own staff
or through contractors, agents, auditors or advisers, provided that such
persons are bound by a confidentiality provision substantially similar to
that contained in Section 10. Subject to compensation under Section 5, the
applicable Service Provider agrees to reasonably cooperate with any
request by any Service Recipient to have access to and inspect or audit
such materials; provided that such Service Recipient will permit the
applicable Service Provider the opportunity to deliver any information
required by Service Recipient prior to such Service Recipient carrying out
any inspection or audit hereunder which may render an inspection or-audit
visit unnecessary. Notwithstanding the foregoing, in no event shall such
Service Recipient have access to records related to employee personnel
matters, tax matters, or privileged or confidential materials; unless, with
respect to confidential materials that do not otherwise constitute employee
personnel matters, tax matters or privileged materials, access is reguired
by applicable law or an order by a Governmental Authority (but, in all
events, subject 1o the provisions of Section 10).

(b) Without prejudice to any Party’s other rights under this Agreement, if any
Service Recipient’s exercise of its rights under this Section results in audit
findings that any Party has failed to perform its material obligations under
this Agreement, such Service Recipient will make the audit findings
available to such Service Provider, and the Parties will use all reasonable
efforts to agree to a remedial plan and a timetable for achievement of the
planned actions and/or improvements. Following agreement of the
timetable, such Service Provider will implement that plan in accordance
with the agreed timetable and will confirm its completion by a notice in
writing to such Service Recipient. If such Service Provider fails to agree
or implement such plan, such Service Recipient will be entitled to
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ferminate this Agreement or any part thereof pursuant to the provisions of
© Section 9. .If any Service Recipient’s exeércise of its rights under this
‘Section resuits in audit findings that any Reimbursable Costs have been
overpaid by any Service Recipient, theh upon receiving notice of such
audit findings, and review of and agreement to the audit results by Service
Provider, the appropriate reduction will be made to the next applicable
Invoice(s) or, if there is no further Invoice, Service Provider-shall refund
such amount promptly (but in any event within thirty (30) business days).

9. Term and Termination,

(a) Term, The term of this Agreement shall commence as of the date hereof
and shall continue for a period of twelve (12) months thereafier, unless
earlier terminated pursuant fo the terms of this Agreement (as may be
extended pursuant to this Section 9(a), (the “Term”)) If, but only to the
extent, reasonably necessary fo continue the transition of any Service from
Service Provider to other providers (including any Service Recipient or its
Affiliates), any Service Recipients may elect, by delivering written notice
to the Service Provider no later than three (3) months prior to the end of
the then in effect Term, to extend any such Service and the term of this
Agreement with respect to such Service by a period of up to six (6)
months. Service Recipients shall have the right to elect to extend the term
of this Agreement in accordance with this Section 9(a) up to, but no more
than, two (2) times. After the.expiration of the Term, the Parties shall not
have a duty to provide Services or to negotiate regarding the extension of
the Term except as set forth in this Section 9(a). If a Service Recipient
elects to extend this Agreement for six months under this Section 9(a),
Service Provider will report to FERC, prior to the beginning of any
extended ferm of this Agreement, the services that will continue to be
provided by Service Provider and when the provision of those services
will be completely transitioned to the Service Recipient or third parties,

(b} Termination for Canse. Any Service Recipients or any Service Provider
that is not a Defaulting Party as defined herein (a “Non-defaulting Party™)
may terminate this Agreement or the provision of any portion of the
Services to be provided by the applicable Service Provider hereunder, at
any time and, subject fo any limitations under this Agreement, pursue all
rights and remedies available to it at law, in equity or otherwise if any of
the following shall occur with respect to any other Party (the “Defaulting
Party™): (i) any Defaulting Party fails to pay any obligation hereunder
when due and such failure continues for twenty (20} Business Days after
receipt of notice of such failure from any Non-defaulting Party (exchuding
any charges disputed in good faith in accordance with Section 5(d)}; (if)
any Defaulting Party fails to perform any material obligation hereunder
{other than payment obligations) and such failure continues for at least
twenfy (20) Business Days after receipt of written notice of such failure
from any Non-defaulting Party, provided, that if the Defaulting Party
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{c)

begins promptly and diligently to cure such breach in accordance with this
provision and such breach is not capable of being cured within such
twenty (20) Business Day period, the Defaunlting Party shall have up to an
additional twenty (20) Business Days to cure-siich breach if it
demonstrates that it is reasonably capable of curing such breach within
such additional twenty (20) Business Day period; or (iii) the Defaulting
Party becomes insolvent or bankrapt, becomes the subject of an “order of
relief” as that term is defined in the United States Bankruptey Code, hasa
receiver or trustee appointed over ifs property or makes any assignment
for the benefit of its credifors.

Termination by Mutual Consent. The provision of any portion of the
Services by any Service Provider hereunder, may be terminated at any
time upon the mutual written consent of the applicable Service Provider
and applicable Service Recipient. This Agreement may be terminated at
any time upon the mutual consent of all of the Parties.

{d) Termination for Convenience. Notwithstanding anything else set forth

(©)

®

herein, Service Recipient may, upon not less than two (2)months prior
written noticé to Service Provider, terminate or suspend the provision by
any Service Provider of any particular Service or portion of the Services
that Service Recipient elects to perform using its own employees or
another service provider selected by Service Recipient in its sole
discretion; provided, that the applicable Parties shall cooperate in good
faith (i) if applicable, to implement a mutually agreeable plan for the
fransition to Service Recipient or any Replacement Service Provider of
such services and (ii) to amend the Schedules as necessary or appropriate
io reflect the termination of the provision by such Service Provider of such
Services. Nothing in this Agreement shall require any Service Recipient
to obtain from any Service Provider any Service in any particular
minimum volume or with any particular minimum frequency.

Payment after Termination. Upon the early termination of this Agreement
(or any applicable portion thereof) for any reason, Service Recipient shall
be responsible for any additional charges incurred as a result of such early
termination, subject to the applicable Service Provider's duty to reasonably
mitigate such costs.

Return of Leased Property or Licensed Software, Each Service Recipient
shall be liable for all costs and expenses incurred by each Service Provider
or any of its Affiliates resulting from any delay or failure of such Service

Recipient to refurn to such Service Provider or any licensor, as applicable,
any leased property or licensed software that is included as part of the
Services provided to such Service Recipient upon (i) the termination of the
relevant Services as provided herein, or (it} the expiration of the term of
the applicable lease or license, provided that such Services Provider has
provided such Service Recipient with at least thirty (30) days prior written

16



A ANAAewALESANALL & X

notice of such expiration.

-(g) Final Accounting, Within one hundred twenty (120} days of completion
of the Services, each Service Provider:shall perform a final-accounting of
the Reimbursable Costs under this Agreement. Should there be any
remaining reimbursable costs or any overpayments, Service Provider will

- issue a final invoice fo each Service Recipient and, subject to Section 5(d},
the owing Party shall remit payment to the owed Party within thirty (30)
days of receipt of such invoice.

10. Confidenfiality.

(a) The Parties shall hold, and shall cause each of their respective Affiliates to
hold, and each of the foregoing shall cause their respective directors,
officers, employees, agents, consultants and advisors o hold, in strict
confidence, and not to disclose or release or use, for any purpose other
than as expressly permitted pursuant to this Agreement, without the prior
written consent of the other Party, any and all Confidential Information
concerning the other Party or such Party’s Affiliates; provided, that the
Parties may disclose, or may permit disclosure of, Confidential
Information (i) to their respective auditors, attorneys, financial advisors,
bankers and other appropriate consultants and advisors who have a need to
know such information for auditing and other non-commercial purposes
and are informed of their obligation fo hold such information confidential
to the same extent as is applicable fo the Parties and in respect of whose
failure to comply with such obligations, the applicable Party will be
responsible, (ii) if the Parties or any of their respective Affiliates are
required or compelled to disclose any such Confidential Information by
judicial or administrative process or by other requirements of Law or stock
exchange rule, (iii) as required in connection with any legal or other
proceeding by one Party against any other Party or, (iv) as necessary in
order to permit a Party fo prepare and disclose its financial statements, or
other required disclosures required by Law or such applicable stock
exchange. Notwithstanding the foregoing, in the event that any demand or
request for disclosure of Confidential Information is made pursuant to
clause (ii) above, each Party, as applicable, shall promptly notify the other
of the existence of such request or demand and, to the extent commercially
practicable, shall provide the other Party thirty (30) calendar days (or such
lesser period as is commercially practicable) to seek an appropriate
protective order or other remedy, which such Parties will cooperate in
obtaining. In the event that such appropriate protective order or other
remedy is not obtained, the Party whose Confidential Information is
required to be disclosed shall or shall cause the other applicable Party or
Parties to furnish, or cause 10 be furnished, only that portion of the
Confidential Information that is Jegally required to be disclosed and shall
take commercially reasonable steps to ensure that confidential treatment is
accorded such information.
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(b) Upon the written request.of a Party, the other Party shall take reasonable
steps-to promptly (i) deliver fo such requesting Party all original copies of

. Confidential Information (whether written or electrohic) concerning such

' requesting Party and/or its Affiliatés that is in the possession of the non-

requesting Party and that is not material to and is neither required by nor
relates to the business of the non-requesting Party and (ii) if specifically
requested by such requesting Party, destroy any copies of such
Confidential Information (including any exfracts therefrom), unless such
delivery or destruction would violate any Law; provided, that the non-
requesting Party shall not be obligated to destroy Confidential Information
that is required by or relates to the business of such Party. Upon the
written request of such requesting Party, the other Party shall cause one of
its duly authorized officers to certify in writing to such requesting Party
that the requirements of the preceding sentence have been satisfied in full.

11. Disclaimer of Representations and Warranties. EXCEPT AS EXPRESSLY
PROVIDED IN SECTION 2, OR OTHERWISE IN ANY SCHEDULE
HERETO, EACH PARTY ACKNOWLEDGES AND AGREES THAT
NEITHER ANY SERVICE PROVIDER NOR ANY MEMBER OF ITS GROUP
MAKES ANY REPRESENTATIONS OR WARRANTIES, WHETHER
STATUTORY, EXPRESS, OR IMPLIED, TO ANY SERVICE RECIPIENT OR
ANY OF ITS SUBSIDIARIES WITH RESPECT TO THE SERVICES, THE
STANDARD OR LEVEL OF CARE, QUALITY, SKILL OR WORKMANSHIP
OF THE SERVICES, ANY EQUIPMENT OR MATERIALS PROVIDED
UNDER THIS AGREEMENT, OR OTHERWISE HEREUNDER, INCLUDING
ANY WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, OR ANY WARRANTIES ARISING FROM
COURSE OF DEALING OR USAGE OF TRADE,

12. Dispute Resolution. Without limiting any of the rights of the Parties under this
Agreement, all disputes, claims or controversies arising under this Agreement, the
Schedules hereto or the Services performed hereunder shall be resolved through
the dispute resolution provisions contained in Exhibit C,

13. Indemnification,

(a) Indemnification by Service Recipient. Except where a Service Recipient
Indemnitee is entitied to indemnification by a Service Provider under
Section 13(b)(ii}, and except as provided in Section 13(d), each Service
Recipient shall, severally, not joinfly, indemnify and hold each Service
Provider, each of their Affiliates, and each of their respective officers,
directors, managers, employees, attorneys, agents, subagents, contractors
and subcontractors (each a “Service Provider Indemnites™), harmless
against any damages, liabilities, penalties, fines, judgments, assessments,
losses, fees, costs or expenses (including, without limitation, reasonable
fees and expenses of counsel) arising in connection with any Action,
demand, suit or cause of action {each a “Claim™), to the extent resulting
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from any act done or suffered by any Service Providet, its Affiliates,
employees (or their heirs or beneficiaries) or contractors {or their heirs or
beneficiaries) in connection with its performance under this Agreement;
provided, that Service Recipient shall not be required to hold any Service
Provider Indemnitee harmless pursuant fo this Section 13(a) to the extent
any such Claim has arisen as a result of the willful misconduct, bad faith
or gross negligence of any Service Provider. The obligations under this
Section 13(a) shall survive the termination or expiration of this
Agreement,

{b) Indemnification by Service Provider. Except as provided in Section 13(d},
each Service Provider shall, severally, not jointly, indemnify and hold

Service Recipients, each of their Affiliates, and each of their respective
officers, managers, directors, employees, attorneys, agents, subagents,
contractors and snbeontractors (each a “Service Recipient Indemnitee’”)
harmless against any damages, labilities, penalties, fines, judgments,
assessments, losses, fees, costs ot expenses (including, without limitation,
reasonable fees and expenses of counsel) arising in connection with any (i)
Claim to the extent resulting from the willful misconduct, bad faith or
gross negligence of such Service Provider, such Service Provider's
Affiliates, or the respective officers, directors, attorneys, employees,
agents, subagents or confractors of each in the performance of Services
hereunder by such Service Provider and (ii) Claims brought by such
Service Provider’s employees and contractors, except (A) any such Claim
that has primarily arisen as a result of the willful misconduct, bad faith or
gross negligence of any Service Recipient Indemnitee, or (B) acis of
discrimination, harassment, retaliation, defamation or other intentional
torts committed by any Service Recipient Indemnitee. The obligations
under this Section 13(b} shall survive the termination or expiration of this
Agreement.

(¢} Defense of Indemnified Claims,

(i) - If any Service Provider Indemnifee or any Service Recipient
Indemnitee (an “Indemnitee”) receives notice of any Claim
(including, without limitation, the commencement of any Action)
with respect to which a Service Provider or Service Recipient is
obligated to provide indemnification (the “Indemnitor”), the
Indemnitee shall promptly give the Indemnitor written notice of
such Claim, provided, that Indemnitee's failure or delay in
providing such notice shall not affect Indemnitor’s indemnity
obligation hereunder except to the extent Indemmnitor’s ability to
defend or settle a Claim is materially impaired thereby. The notice
shall specify, if known, the nature of the Claim and the amount or
an estimate of the amount of Liability arising from the Claim.

(ii)  The Indemnitee shall permit the Indemnitor to assume the defense
19
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of any such Claim if Indemnitor, in its sole discretion, chooses fo
do so; provided, that counsel for the Indemnitor, who shall conduct
the defense of the Claim, shall be approved by the Indernnitee,
whose approval shall not be unreasonably withheld.
Notwithstanding the foregoing, (A) if the Indemnifee reasonably
deiermines that there may be a conflict between the positions of
the Indemnitor and the Indemnitee in connection with the Claim,
or that there may be legal defenses available to the Indemnitee
different from or in addition to those available to the Indemnitor,
then counsel for the Indemnitee shall be entitled to conduct a
defense to the extent reasonably necessary to protect the interests
of the Indemnitee, at Indemnitor’s reasonable cost and expense and
(B) in any event, the Indemnitee shall be entitled, at its own cost
and expense, to have Indemnitee’s counsel participate in, though
not condugct, the defense,

(iii)  The Indemnitor shall not, except with the consent of each

Indemnitee, consent to the entry of any judgment, or enter into any

- settlement that (1) does not include as an unconditional term the
giving by the claimant or plaintiff to the Indemnitee a release from
all liability in respect of the Claim or (i) includes any injunctive
relief affecting the Indemnitee or any admission of guilt or
wrongdoing with respect to the Indemnitee. The Indemnitee shall
not settle or compromise any Claim for which it asserts a right to
indemnification without the prior written consent of the
Indemnitor, which consent shall not be unreasonably withheld. If
Indemnitee setfles or compromises a Claim without the prior
written consent of the Indemnitor, the Indemnitor shall have no
obligation to indemnify Indemnitee for such Claim,

(d) NO PARTY, NOR ANY OF ITS AFFILIATES OR AGENTS, OR
THEIR RESPECTIVE DIRECTORS, OFFICERS, MANAGERS,
EMPLOYEES, AGENTS, SUBAGENTS, CONTRACTORS,
SUBCONTRACTORS OR REPRESENTATIVES, SHALL BE
LIABLE UNDER THIS AGREEMENT TO ANY OTHER PARTY,
OR ANY OTHER PARTY’S AFFILIATES, AGENTS OR THEIR
RESPECTIVE DIRECTORS, OFFICERS, MANAGERS,
EMPLOYEES, AGENTS, SUBAGENTS, CONTRACTORS,
SUBCONTRACTORS OR REPRESENTATIVES, FOR ANY
INDIRECT, SPECIAL, PUNITIVE, INCIDENTAL OR
CONSEQUENTIAL DAMAGES ARISING OUT OF, OR IN ANY
WAY RELATED TO, THE SERVICES PROVIDED UNDER THIS
AGREEMENT, INCLUDING, WITHOUT LIMITATION, (I) ANY
ALLEGED BREACH OF FIDUCIARY DUTY, (I} LOSS OF
PROFITS OR BUSINESS OPPORTUNITIES, (IIT) DAMAGES
SUFFERED AS A RESULT OF THE LOSS OF THE USE OF THE
FACILITIES OR EQUIPMENT, (1V) COST OF PURCHASED OR
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REPLACEMENT POWER, (V) COST-OF CAPITAL, (V)
DAMAGE TO REPUTATION, (VI[) DAMAGE TO CREDIT
WORTHINESS OR CREDIT STANDING OR (VIII) DIMINUTION
OF STOCK PRICE OR VALUE, WITH RESPECT TO ANY
CLAIM BASED ON OR IN ANY WAY CONNECTED WITH THIS

. AGREEMENT, WHETHER ARISING IN CONTRACT
(INCLUDING, WITHOUT LIMITATION, BREACH OF
WARRANTY), TORT (INCLUDING, WITHOUT LIMITATION,
NEGLIGENCE, STRICT LIABILITY OR BREACH OF
FIDUCIARY DUTY), UNDER THE LAWS OF REAL PROPERTY,
OR UNDER ANY OTHER LEGAL OR EQUITABLE THEORY
AND REGARDLESS AS TO WHETHER ANY OR ALL OF THE
PARTIES KNEW OR SHOULD HAVE KNOWN OF THE
POSSIBILITY OF SUCH DAMAGES. :

14, Intellectual Property and Data.

(a) Service Recipient Data, Service Recipients shall own all Service
Recipient Data, “Service Recipient Data” means all (x} data and
information legally or beneficially owned by any Service Recipient (or
their Affiliates) prior to the execution of this Agreement (after giving
effect to the transfer of assets in the Separation), whether in the possession
of any Service Provider, any Service Recipient or any of their respective
Affiliates, and (y) data, information and reports comprising the results of
data processing and other operations undertaken by any Service Provider
in providing the Services, but excluding (i} system configuration,
monitoring, performance and other technical and operational data and
information relating to any Service Provider Infrastructure (including any
such data and information generated in providing the Services) and (ii)
data and information (other than Service Recipient Data) owned or held by
any Service Provider (or their Affiliates) prior to the performance of the
applicable Services for any Service Recipient.

(b) Work Product.

i) Except as expressly set forth in Section 14(a), any and all Work
Product created under this Agreement by a Party shall be owned
exclusively by the Service Recipients, except any enhancements or
other modifications that may be made to any Service Provider
Infrastructure to provide any Services to any Service Recipient
shall be owned exclusively by such Service Provider.

ity  To the extent that any right, title or interest in or to any Intellectual
Property Rights or data vests in a Party or its Affiliates, by
operation of law or otherwise, in a manner contrary to the agreed
upon ownership as sef forth in this Agreement, such Party shall,
and hereby does, perpetually and irrevocably assign to the other
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relevant Party any and all such right, title and interest throughout
the world in and to such Intellectual Property Rights and data, free
and clear of all liens and encumbrances, to the other relevant Party
without the need for any further action by any Party, Each Party
will, and will cause its Affiliates (and its and their respective

* agents and contactors) to, take all acts and execute all documents
necessary to secure the other relevant Party’s ownership rights, as
reasonably requested by the relevant Party intended to own the
same under this Section 14.

(¢) Intellectual Property Licenses — To Service Recipient.

(i) With respect to any Work Product (i) for which a copy is
specifically delivered to any Service Recipient as part of the
Services {(as opposed to used by or on behalf of any Service
Provider for the benefit of, but not delivered to, any Service
Recipient} and (i1} owned by any Service Provider, all Service
Providers hereby grant to all Service Recipients a non-exclusive,
sublicensable, fully transferable (in whole or in part), royalty-
free, fully paid-up license to use, copy, modify, create derivative
works from, and otherwise exploit, such Work Product for any
and all purposes and through any and all means, in each case,
now known or hercafter created or discovered. The foregoing
Hcense grant is (1) without restriction as to field or manner of use
and (2) granted on an “AS IS, WHERE 15" basis, with all faults,
and at the relevant Service Recipient’s sole risk.

(i1) Subject to the terms and conditions of this Agreement, and any
third party agreements pursuant to which any Service Provider
obtains rights to the applicable Intellectual Property Rights and
data, all Service Providers hereby grant to all Service Recipients
a limited, non-exclusive, non-sublicensable (except to their
Affiliates, and to their contractors solely for performing services
for the benefit of the Service Recipients and their Affiliates),
non-transferable (except as part of a permifted assignment of this
Agreement pursuant to Section 16), royalty-free license to make
a reasonable number of copies of, and use (and to the extent
expressly agreed to by any Service Provider, to create derivative
works from and otherwise modify), during the Term, such
Intellectual Property Rights or data (other than Service Recipient
Data and Work Product licensed pursuant to Section 14{c)(i})
that is provided or otherwise made available by or on behalf of
any Service Provider to any Service Recipient for that Service
Recipients' and its Affiliates' receipt and use of the Services
under this Agreement. The foregoing license grant is (1) limited
to use of such Intellectual Property Rights and data in connection

“with the Services, and (2) granted on an “AS 1S, WHERE 18"
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basis, with all faults, and at the relevant Service Recipient's sole
risk. '

{(d) Intellectual Property Licenses — To Service Provider.

(i} Subject to the terms and conditions of this Agreement, and any
third party agreements pursuant o which any Service Recipient
obtains rights to the applicable Intellectual Property Rights and
data, Service Recipients hereby grant to Service Providers a
limited, non-exchisive, non-sublicensable {except to their
Affiliates, and to their contractors solely for performing services
for the benefit of any Service Provider and its Affiliates), non-
transferable (except as part of a permitted assignment of this
Agreement pursuant to Section 16), royalty-free license to make
a reasonable number of copies of, and use (and fo the extent
expressly agreed to by any Service Recipient or contemplated by
the Services, to create derivative works from and otherwise
modify), during the Term, such Intellectual Property Rights or
data that is provided or otherwise made available by or on behalf
of any Service Recipient 10 any Service Provider for that Service
Provider's and its Affiliates’ (and their contractors’) provision of
the Services under this Agreement. The foregoing license grant
is limited to use of such Intellectual Property Rights and data in
connection with the Services and granted on an “AS IS, WHERE
IS” basis, with all faults, and at the relevant Service Provider's
sole risk, provided that the foregoing disclaimer and assumption
of risk is subject to and shall not limit the relevant Service
Recipient’s indemnification obligations set forth in Section
13(a).

(e} Access to Data, Without limiting the foregoing in this Sectign 14, and

®

subject to applicable law, regulation and privacy policies, each Service
Provider will use commercially reasonable efforts to promptly provide to
each Service Recipient the Service Recipient Data and the Work Product
to which each Service Recipient has a perpetual license pursuant to
Section 14(c)(1), in accordance with any mutually agreed delivery
schedule. Such data shall be delivered in a mutually agreed format (but in
no event other than a generally commercially available format if the
Partics are unable fo agree on format). Service Recipients shall be
responsible for the actual out of pocket costs of Service Providers for such
deliveries, 1o the extent such costs are not already included in the cost for
the associated Services.

Reservation of Rights. Except as set forth in the preceding sections of this
Section 14, all Servige Providers and their Affiliates, and their Heensors,
on the one hand, and all Service Recipients and their Affiliates, and their
licensors, on the other hand, retain all right, title and interest in and to their
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respective Intellectual Property Rights and data, and no other license or
other right, express or implied, is granted to any Party with respect to the
other Parties’ and their Affiliates', and their licensors', Intellectual
Property Rights or data under this Agreement. Notwithstanding the
foregoing; each Party and its Affiliates may independently créate or
acquire any Intellectual Property Rights or data that is the same or similar
to the Intellectval Property Rights or data deemed to be owned by the
other Party hereunder; provided that such independent creation or
acquisition is not breach of the obligations set forth in Section 10
regarding confidentiality.

15. 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
{ransmigsion is promptly confirmed and any facsimile transmission received after
5:00 p.m. Eastern time shall be deemed 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:

If to Service Recipignt:
Ifto BSL Entergy Services, Inc.

639 Loyola Avenue

New Orleans, Louisiana 70113

At J. Wayne Leonard, Chief Executive
Officer

Facsimile: (504) 576-2776

If to Arkansas OpCo: Entergy Arkansas, Inc.
425 West Capitol Avenue
Little Rock, Atkansas 72201
Atin: Hugh T. McDonald, Chairman of
the Board, President and Chief Executive
Officer
Facsimile: (501) 377-3599

If to Gulf States OpCo: Entergy Gulf States Louisiana, L.L.C,
446 North Boulevard
Baton Rouge, Louisiana 70802
Attn: William H. Mohl, Chairman of the
Board, President and Chief Executive
Officer
Facsimile: (225) 381-5749

If to Louisiana OpCo: Entergy Louisiana, LLC
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4809 Jefferson Highway

Jefferson, Louisiana 70121

Attn: William H. Mohl, Chairman of the
Board, President and Chief Executive
Officer

Facsimile: (225) 381-5749

If to Mississippi OpCo: Entergy Mississippi, Inc,
308 East Pear} Strect
Jackson, Mississippi 39201
Atin: Haley R, Fisackerly, Chairman of
the Board, Prosident and Chief Executive
Officer
Facsimile: (601) 969-2400

If to New Orleans OpCo: Entergy New Orleans, Inc.
505 Magnolia Street
New Orleans, Louisiana 70119
Afm: Charles L. Rice, Jr., Chairman of the
Board, President and Chief Executive
Officer
Facsimile: (504) 670-3605

Ifto Texas OpCo: Entergy Texas, Inc.
350 Pine Street
Beaumont, Texas 77701
At Sallie Rainer, Chairman of the
Board, President and Chief Executive
Officer
Facsimile: (409) 981-2449

in each case, with a copy to Skadden, Arps, Slate, Meagher & Flom
(which shall not constitute LLP
notice): 1440 New York Avenue, NW.
Washington, D.C. 20005
Attn: Pankaj K. Sinha, Esq.
Michae] P. Rogan, Esqg,
Facsimile: (202) 393-5760

If to Service Provider:
Ifto AR Wires Sub: Transmission Company Arkansas, LLC
c¢/o ITC Holdings Corp.
27175 Energy Way
Novi, MI 48377
Attn: Daniel J. Oginsky, Senior Vice
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Ifto LA 1 Wires Sub;

Ifto LA 2 Wires Sub:

If to MS Wires Sub:

If to NOLA Wires Sub;

If to TX Wires Sub:

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

206

President and General Counsel
Facsimile: (248) 946-3562

Transmission Company Louisiana [, LLC
¢/o ITC Holdings Corp.

27175 Energy Way

Novi, M1 48377

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

Transmission Company Louisiana II, LLC
c/o ITC Holdings Corp.

- 27175 Energy Way
- Novi, M1 48377 -

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

Transmission Company Mississippi, LLC
¢/o ITC Holdings Comp.

27175 Energy Way

Novi, MI 48377

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

" Transmission Company New Orleans,

LIC

cfo ITC Holdings Corp.

27175 Energy Way

Novi, MI 48377

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

Transmission Company Texas, LLC
¢/o ITC Holdings Corp.

27175 Energy Way

Novi, M1 48377

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

Simpson Thacher & Bartlett LLP
425 Lexington Avenue



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

16. Assignability; Binding Effect. This Agreement is not assignable by any Party
without the prior written consent of the other Parties and any attempt to assign

this Agreement without such consent shall be void and of no effect. This
Agreement shall be binding upon and inure {o the benefit of the Parties and their
respective successors and permitted assigns.

17. 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
choice or conflict of Jaw 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,

18. Inferpretation.

(a) The article, section and schedule headings contained in this Agreement are
for reference purposes only and are not part of this Agreement and shall
not, in any way, affect the meaning or interpretation of this Agreement.

{(b) This Agreement shall not be construed more strongly against any Party
hereto regardless of which Party is responsible for its preparation, it being
agreed that this Agreement was fully negotiated by both Parties.
Notwithstanding anything else herein to the contrary, this Agreement shall
be construed consistent with all rules, requirements and procedures of the
FERC and any other applicable regulatory authority.

19. Excusable Delavs. If because of Force Majeure, a Party is unable to carry out its
obligations (other than the obligation to make a payment) as provided for pursuant
to this Agreement, and upon such Party giving written notice to the other Party of
such Force Majeure, then such Party’s obligation to perform shall be suspended
from and after the date of the notice to the extent made necessary by such Force
Majeure and during its continuance. The notice shall specify the nature of the
Force Majeure, the obligation that such Party is unable to perform or furish due
to Force Majeure, and such Party’s best estimate of the probable duration of the
Force Majeure. Each Party shall use commercially reasonable efforts to avoid or
climinate such Force Majeure insofar as possible with a minimum of delay and to
resume performance as soon as and to the extent practicable.

20. Insurance.

{(a) At all times during the term of this Agreement, the Parties agree fo
maintain, at their own cost and expense, general and automobile liability
and worker’s compensation in the manner, and amounts, as are usual and
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customary for similarly situated companies. Notwithstanding any
provision of this Agreement to the contrary, each Party may provide any
of the insurance coverages required herein through a regularly maintained
program of self-insurance. Each policy of insurance to be maintained
hereunder shall name the other Party, including its Affiliates, and the
officers, directors and employees of each, as additional insureds.

(b} Policies. Upon request, each Party shall provide to any other Party,
properly executed and current certificates of insurance with respect to all
insurance policies required to be maintained by such Party under this
Agreement, Certificates of insurance shall provide the following
information:

(i) name of insurance company, policy number and expiration date;

(if) the coverage required and the limits on each, including the
amount of deductibles or self-insured retentions, which shall be
for the account of the Party maintaining such policy; and

(iii)a statement indicating that the other Party shall endeavor to
provide notice of cancellation of any required insurance policies
in accordance with policy provisions.

{c) Rating, Unless otherwise agreed, all insurance policies shall be obtained
and maintained with companies rated A or better by Best’s Key Rating
Guide, and each party shall, upon request, provide the other party with an
insurance certificate confirming compliance with the requirements of this

Section 20(c).

(d) Subrogation. The Parties shall each obtain from the insurance companies
providing the coverage required by this Agreement, the permission of such
insurers to allow such Party to waive all rights of subrogation and such
Party does hereby waive all rights of said insurance companies to
subrogation against the other Party, its Affiliates, Subsidiaries, assignecs,
officers, directors and employees.

(e) Claims-Made Policies. If any insurance is writien on a “claims made” or
“claims first made” basis, the primary insured Party shall maintain the
coverage for a minimum of three (3) years after the termination of this
Agreement.

(f) Indemnification. In the event any Party fails to maintain the required
insurance coverage and a Claim is made or suffered, such Party shall
indemmnify and hold harmless the other Parties from any and all claims for
which the reguired insurance woulid have provided coverage.

21. Entire Agreement, This Agreement (including any and all Schedules, Exhibits
- and Attachments hereto) constitutes the entire agreement between the Parties
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concerning the subject matter of this Agreement and supersedes other prior
agreements and understandings, both written and oral, between the Parties
conceming the subject matter of this Agreement.

22. Limit of Relationship; Statutory Emplover. No Party shall represent that an

23.

employer/employee, parinership, joint venture or agency relationship exists
between them, nor shall any Party have the power nor will any Party represent
that it has the power to bind the other Party hereto to any Contract.
Notwithstanding any provision in this Agreement to the contrary, each Party
mutually agrees that it is their intention to recognize the Service Recipient for the
particular state as the statutory employer of any Service Provider’s employees
(whether direct employees or statutory employees) working in that particular
state, in accordance with that state’s applicable state law solely for purposes of
providing each Service Recipient with statutory immunity from tort Claims under
applicable state law, while the employees are performing Services. In connection
with any Claims for personal injury or workers compensation made or payable to
any employee of any Service Provider {or its heirs or beneficiaries), each Service
Recipient shall seek coverage under such Service Recipient’s applicable workers
compensation policies in order to avoid or reduce the exposure of any
indemnification obligation of any Service Provider under Section 13(a).

Waiver, No waiver, amendment, termination or discharge of this Agreement or
any of the terms or provisions hereof, shall be binding upon any Party unless
confirmed in writing. No waiver by any Party of any term or provision of this
Agreement or of any default hereunder shall affect such Party’s tight thereafter to
enforce such term or provision or to exercise any right or remedy in the event of
any other default, whether or not similar.

24, Severability. Any term or provision of this Agreement which is invalid or
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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 remaining 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.

Binding Effect. This Agreement shall be binding upon and shall inure fo the
benefit of the Parties hereto and their respective successors and permitied assigns.

26. Counterparts. This Agreement may be executed in muitiple counterparts (any

one of which need not contain the signatures of more than one Party), cach of
which shall be deemed to be an original but alf of which taken fogether shall
constitute one and the same agreement. This Agreement, and any amendments
hereto, to the exfent signed and delivered by means of a facsimile machine or
other electronic transmission, shall be freated in all 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
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of any Party, the other Party shall re-execute original forms thereof and deliver
them to the requesting Party, N& Party shall raise the use of a facsimile machine
or other electronic means to deliver a signature or the fact that any signature was
transmitted or communicated through the use of a facsimile machine or other
electronic means as a defense to the formation of a contract and each such Party
forever waives any such defense.

27. Further Assurances. Upon the reasonable request of the other Party, each Party
hereto agrees to take any and all actions necessary or appropriate to give effect to
the terms set forth in this Agreement,

28. Survival. Notwithstanding any thing in this Agreement to the contrary, Sections
5,7,8,9,10,11, 12, 13, and 14 shall survive any expiration or {ermination of this
Agreement,

29. Several Liability. The obligations and liabilities under this Agreement of each
- Service Provider and each Service Recipient shall be several and not joint,

[Signature Pages Follow]
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IN WITNESS WHEREOF, each Party has caused this Agrecment (o be signed by their
respective duly authorized officers as of the date first above written.

SERVICE RECIPIENTS

ENTERGY SERVICES, INC.

By:

Name:
Title:

ENTERGY ARKANSAS, INC.

By:

Name:
Title:

ENTERGY GULF STATES LOUISIANA, L.L.C.

By

Name;
Title:

ENTERGY LOUISIANA, L1.C

By

Name:
Title:

ENTERGY MISSISSIPP], INC.

By:

Name:
Title;

Signature Page to Transiiion Services Agreement



ENTERGY NEW ORLEANS, INC,

By

Name:
Title;

ENTERGY TEXAS, INC,

By:

Name:
Title:

SERVICE PROVIDERS

TRANSMISSION COMPANY ARKANSAS, LLC

By:
Name;
Titte:

TRANSMISSION COMPANY LOUISIANA I,
LLC

By:

Name:
Title:

TRANSMISSION COMPANY LOUISIANA 11,
LLC :

By:

Name:
Title:

TRANSMISSION COMPANY MISSISSIPPI, LLC

By:

Name:
Title:

Signature Page to Transition Services Agreement



TRANSMISSION COMPANY NEW ORLEANS,
LLC

By:

Name:
Title;

TRANSMISSION COMPANY TEXAS, LLC

By:

Name:
Title:

Signature Page to Transition Services Agreement



EXHIBIT A
Services

[To come)

Al



EXHIBIT B

Service Coordinatoxrs

[To come]



EXHIBIT C

Dispute Resolution Provisions

Except as otherwise provided in this Agreement, in the event of a controversy, dispute or
claim arising out of, in connection with, or in relation to the interpretation, performance,
nonperformance, validity, termination or breach of this Agreement or otherwise arising out of,
or in any way related to this Agreement or the transactions contemplated hereby or thereby
(collectively, the “Agreement Disputes™), the Service Coordinators shall negotiate in good faith
for a reasonable period of time to settle such Agreement Dispute; provided, that (i) such
reasonable period shall not, unless otherwise agreed by the relevant Parties in writing, exceed
fifteen (15) calendar days from the time of receipt by & Party of written notice of such
Agreement Dispute and (ii) the relevant employees from both Parties with knowledge and
interest in the dispute shall first have tried io resolve the differences between the Parties,
Nothing said or disclosed, nor any document produced, in the course of any negotiations,
conferences and discussions in connection with efforts to seftle an Agreement Dispute that is
not otherwise independently discoverable shall be offered or received as evidence or used for
impeachment or for any other purpose, but shall be considered as to have been disclosed for
settlement purposes.

If a satisfactory resolution is not achieved between the Service Coordinators, upon
mutual agreement by the Parties, the Parties may submit the dispute to non-binding mediation,
or in the absence of such mutual agreement, any Party may resort to any other remedy available
at law or equity.
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 1 - FIELD SUPPORT SERVICES

_Service Name Service Description
1. Field Operating - Planned | Provide operating labor, materials
Maintenance Activities and equipment for (a} the

inspection, maintenance, and/or
replacement of relays and high
voltage breakers and (b) switching
and tagging of the Distribution
systemt, in each instance wheye
Distribution resources are not
geographically availabie as
necessary to support planned
maintenance work.

2. Field Operating -
Unplanned Restoration
Activities

Provide operating labor, materials
and equipment for the switching
and tagging of the Distribution
system where Distribution
resources are not geographically
available as necessary to respond to
unplanned events and outages.

3. Unplanned Restoration
Activities

Provide labor, materials &
equipment for the restoration and
repair of the Distribution system
where Distribution resources are
not geographically available ag
necessary to respond to unplanned
events and outages.

4. Project Constraction

Provide necessary labor, materials
and equipment to perform
construction activifies on projects
(primarily transmission-related but
that have distribution system
components) that have
commenced, but are not completed,
prior to Closing.

5. Project Management

Provide project tracking and
project management services for
capital construction projects
(primarily transmission-related but
that have distribution system assets
or non-electrical portions of
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

distribution substations or dual
function substations), that have
commenced, but are not completed,
prior to Closing.

6. Vehicies, Tools and
Equipment

Provide use of agreed-upon
vehicles, tools and equipment
necessary for the operation and
maintenance of the Distribution
systent.

7. Warehousing

Provide warehousing services for
Distribution materials to manage
inventory, pull stock, and add to
stock .

8. Warchousing Equipment

Provide use of agreed upon
miscellaneous equipment for
warehousing and management of
warchouse inventory (e.g. forklifts,
cranes).

9. Mainienance Support

Provide necessary labor, materials
and equipment to perform
maintenance activities on the.
Distribution system.

9.1 Provide agreed upon power
equipment & relay test labor,
materials and equipment: for
installation, testing and periodic
mainfenance of major equipment,
relay systems, SCADA/RTU
systems and fanit recorder systems
on the Distribution system.

9.2 Provide electrical labor,
materials, miscellaneous materials,
and equipment for the maintenance
of the electrical portions of the
Distribution substations,

10. Generation Step-Up
Transformers; Ninemile 6

Provide field operations and
engineering technical support for
generation step-up transformers
and the Ninemile 6 project.
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

, Service Name Service Description
1. Storage and Access to Provide continued storage of and
Engineering Drawings access to drawings, records and

other technical information until
separation can be completed.

2. Right of Way and
Easement Acquisition

Provide technical support services
{non-legal) for the acquisition of
rights of way and easements for
Distribution substation projects
commenced, but not completed,
prior to Closing,

3. Community Approval
Process Support

Provide engineering assistance and
consulting as requested by Buyer in
connection with the community
approval processes that cross over
the transaction close period,
including community approval
meetings, zoning board of appeals
meetings, community informational
meetings and other related
activities. '

4. Acquisition of Permits

Provide assistance and consulting
as requested in connection with
acquisition and maintenance of
various permits required to
implement projects, including
building, soil erosion conirol,

-1 weflands, road ROW and state

permits and other related activities.

5. Engineering Design and
Document Management
Support

Provide engineering and design
services necessary o prepare
construction documents for new
installations and capital
modifications to the Distribution
system for projects commenced,
but not completed, prior to Closing.

6. System Protection and
SCADA Support

Provide system protection
engineering and consuliing services
for new or existing distribution
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TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

relay protection and control
schemes, SCADA systems, RTUs,
and distribution disturbance
monitoring systems at Distribution
substations and dual function
substafions.

7. Engineering and Technical
Support Services

Provide engineering and technical
support services as necessary for
projects commencing, but not
completed, prior to Closing for
Distribufion substation, system
protection, metering, and SCADA.
engineering and design needs,

7.1. Provide substation design
engineering and technical support
services to provide scope review
and estimates, review proposed
project sketches, and provide input
to studies and other related
services.

8. Loadshed Program Support

Provide access and engincering
services to maintain and operate the
EMS controlled automated
loadshed program.

9. Generator Interconnection
Transition Support

Provide technical and project-close-out
support for generation interconnection
projects retating to Entergy’s
distribution system that commence,
but are not completed, prior to
Closing.

10. Customer Interface
Support

Serve as the customer interface for
large retail projects that commence,
buf are nof completed, prior io
Closing,

11. Balancing Authority
Support

Provide access to software and
equipment for Balancing Authority
employees.
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TRANSITION SERVICE AGREEMENT Page §
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 3 — SITE ACCESS SERVICES

Service Name Service Description
1. Physical Security Monitoring | Provide physical security
and Access Control monitoring, access control and

select security guard services for
transferred facilities,




TRANSITION SERVICE AGREEMENT
SCHEDULE A: SERVICES TO BE PROVIDED

SECTION 4 — CORPORATE SUPPORT SERVICES

Service Name

Serviee Description

1. Access to Business Systems

Provide access to business systems
necessary for continvity of business
and operations in accordance with
the IT Implementation Plan (such
business systems do not include
ITC's enterprise-wide systems such
as PeopleSoft HR, PeopleSoft
Financials, PeopleSoft Supply
Chain, and PowerPlant) and
services and support related thereto,

2, Office Support Functions

Provide eguipment use and support
services to Service Recipient’s
employees that share office space
with Service Provider’s employees,

3. Regulatory Support

Provide information and access to
relevant documents in connection
with regulatory proceedings
commenced, but not completed,
prior to Closing (e.g.. CCN
application proceedings, ERSC or
other regulatory data requests)

4. RTO Transition

Provide assistance and consulting as

| requested by Service Recipient in

connection with integration into the
MISORTQ.

5. Record Maintenance

Provide oversight of record
maintenance as required io support
transition.

6. Settlements Support

Provide support as required post-
Closing to allow Service Recipient
to perform billing for transmission,
including any equalization per
MB88§-2, for time periods prior to
Closing
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