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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-K

(Mark One)

M  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF TH E SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2014
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission File Number: 001-32576

ITC HOLDINGS CORP.

(Exact Name of Registrant as Specified in Its Charter)

Michigan 32-0058047
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization) Identification No.)

27175 Energy Way
Novi, Michigan 48377
(Address Of Principal Executive Offices, Including Zip Code)
(248) 946-3000
(Registrant’s Telephone Number, Including Area Code)
Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common stock, without par value New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act of 1933. Yes ™M No O

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of
1934.YesO No ™

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes @ No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes M No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant’s knowledge, in definitive proxy or information, statements incorporated by reference in Part 1l of this Form
10-K or any amendment to this Form 10-K. OO

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer & Accelerated filer O Non-accelerated filer O Smaller Reporting Company O

(Do not check if a smaller reporting company)
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No M

The aggregate market value of the registrant’s common stock held by non-affiliates on June 30, 2014 was approximately $5.6 billion , based
on the closing sale price as reported on the New York Stock Exchange. For purposes of this computation, all executive officers, directors and 10%
beneficial owners of the registrant are assumed to be affiliates. Such determination should not be deemed an admission that such officers,
directors and beneficial owners are, in fact, affiliates of the registrant.

The number of shares of the Registrant’'s Common Stock, without par value, outstanding as of February 20, 2015 was 155,196,031 .

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive Proxy Statement for the Registrant’'s 2015 Annual Meeting of Shareholders (the “Proxy Statement”) filed

pursuant to Regulation 14A are incorporated by reference in Part Il of this Form 10-K.
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DEFINITIONS

Unless otherwise noted or the context requires, all references in this report to:

ITC Holdings Corp. and its subsidiaries

“ITC Great Plains” are references to ITC Great Plains, LLC, a wholly-owned subsidiary of ITC Grid Development, LLC;
“ITC Grid Development” are references to ITC Grid Development, LLC, a wholly-owned subsidiary of ITC Holdings;
“ITC Holdings” are references to ITC Holdings Corp. and not any of its subsidiaries;

“ITC Midwest” are references to ITC Midwest LLC, a wholly-owned subsidiary of ITC Holdings;

“ITCTransmission” are references to International Transmission Company, a wholly-owned subsidiary of ITC Holdings;
“METC” are references to Michigan Electric Transmission Company, LLC, a wholly-owned subsidiary of MTH,;

“MISO Regulated Operating Subsidiaries” are references to ITCTransmission, METC and ITC Midwest together;

“MTH” are references to Michigan Transco Holdings, LLC, the sole member of METC and an indirect wholly-owned
subsidiary of ITC Holdings;

“Regulated Operating Subsidiaries” are references to ITCTransmission, METC, ITC Midwest and ITC Great Plains together;
and

“We,” “our” and “us” are references to ITC Holdings together with all of its subsidiaries.

Other definitions

“Consumers Energy” are references to Consumers Energy Company, a wholly-owned subsidiary of CMS Energy
Corporation;

“DTE Electric” are references to DTE Electric Company, a wholly-owned subsidiary of DTE Energy;
“DTE Energy” are references to DTE Energy Company;

“Entergy Transaction” are references to the transaction whereby the electric transmission business of Entergy Corporation
was to be separated and subsequently merged with a wholly-owned subsidiary of ITC Holdings. The proposed transaction
was terminated in December 2013;

“FPA” are references to the Federal Power Act;

“FERC" are references to the Federal Energy Regulatory Commission;

“ICC” are references to the Illinois Commerce Commission;

“IP&L" are references to Interstate Power and Light Company, an Alliant Energy Corporation subsidiary;
“ISO” are references to Independent System Operators;

“lUB” are references to the lowa Utilities Board;

“KCC” are references to the Kansas Corporation Commission;

“kVv” are references to kilovolts (one kilovolt equaling 1,000 volts);

“kW” are references to kilowatts (one kilowatt equaling 1,000 watts);

“LIBOR” are references to the London Interbank Offered Rate;

“MISO” are references to the Midcontinent Independent System Operator, Inc., a FERC-approved RTO which oversees the
operation of the bulk power transmission system for a substantial portion of the Midwestern United States and Manitoba,
Canada, and of which ITCTransmission, METC and ITC Midwest are members;
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* “MOPSC?" are references to the Missouri Public Service Commission;

» “MPSC” are references to the Michigan Public Service Commission;

* “MPUC" are references to the Minnesota Public Utilities Commission;

* “MW” are references to megawatts (one megawatt equaling 1,000,000 watts);
* “NERC" are references to the North American Electric Reliability Corporation;
» “NOLSs" are references to net operating loss carryforwards for income taxes;

» “OCC" are references to Oklahoma Corporation Commission;

» “PSCW" are references to the Public Service Commission of Wisconsin;

» “RTOQ” are references to Regional Transmission Organizations; and

» “SPP” are references to Southwest Power Pool, Inc., a FERC-approved RTO which oversees the operation of the bulk power
transmission system for a substantial portion of the South Central United States, and of which ITC Great Plains is a member.

EXPLANATORY NOTE

The share and per share data in this Form 10-K reflect the three-for-one stock split that occurred on February 28, 2014.
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PART I

ITEM 1. BUSINESS.
Overview

Our business consists primarily of the electric transmission operations of our Regulated Operating Subsidiaries. In 2002, ITC
Holdings was incorporated in the State of Michigan for the purpose of acquiring ITCTransmission. ITCTransmission was originally
formed in 2001 as a subsidiary of DTE Electric, an electric utility subsidiary of DTE Energy, and was acquired in 2003 by ITC
Holdings. METC was originally formed in 2001 as a subsidiary of Consumers Energy, an electric and gas utility subsidiary of CMS
Energy Corporation, and was acquired in 2006 by ITC Holdings. ITC Midwest was formed in 2007 by ITC Holdings to acquire the
transmission assets of IP&L in December 2007. ITC Great Plains was formed in 2006 by ITC Holdings and became a FERC-
jurisdictional entity in 2009. We operate high-voltage systems in Michigan’s Lower Peninsula and portions of lowa, Minnesota,
lllinois, Missouri, Kansas and Oklahoma that transmit electricity from generating stations to local distribution facilities connected to
our systems.

Our business strategy is to operate, maintain and invest in transmission infrastructure in order to enhance system integrity and
reliability, to reduce transmission constraints and to allow new generating resources to interconnect to our transmission systems.
We also are pursuing development projects not within our existing systems, which are also intended to improve overall grid
reliability, reduce transmission constraints and facilitate interconnections of new generating resources, as well as to enhance
competitive wholesale electricity markets.

As electric transmission utilities with rates regulated by the FERC, our Regulated Operating Subsidiaries earn revenues through
tariff rates charged for the use of their electric transmission systems by our customers, which include investor-owned utilities,
municipalities, cooperatives, power marketers and alternative energy suppliers. As independent transmission companies, our
Regulated Operating Subsidiaries are subject to rate regulation only by the FERC. The rates charged by our Regulated Operating
Subsidiaries are established using cost-based formula rate templates as discussed in “ltem 7 Management's Discussion and
Analysis of Financial Condition and Results of Operations — Cost-Based Formula Rates with True-Up Mechanism.”

Development of Business

We are actively developing transmission infrastructure required to meet reliability needs and energy policy objectives. Our long-
term growth plan includes continued investment in current transmission systems, generator interconnections and our ongoing
development projects. Refer to “Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Capital Investment and Operating Results Trends” for additional details about our long-term capital investment program totaling
$4.5 billion for the period 2014 through 2018 of which $794.0 million has been invested through December 31, 2014 . Refer to the
discussion of risks associated with our strategic development opportunities in “Item 1A Risk Factors.”

Current Transmission Systems

We expect to invest approximately $2.2 billion from 2014 through 2018 at our Regulated Operating Subsidiaries in order to
maintain and replace the current transmission infrastructure, enhance system integrity and reliability and accommodate load
growth.

Regional Infrastructure

We expect to invest approximately $1.2 billion from 2014 through 2018 to develop and build regional transmission infrastructure
to address system needs.

Included in this amount are the portions of the four North Central Multi-Value Projects (“MVPs”) approved by MISO in December
2011 that we will build, own and operate as well as the Thumb Loop Project. The four MVPs are located in south central Minnesota,
northern and southeast lowa, southwest Wisconsin, and northeast Missouri and will be constructed by ITC Midwest. We currently
estimate we will invest approximately $800 million in our portions of these four MVPs from 2014 through 2018. The Thumb Loop
Project is located in ITCTransmission’s region and consists of a 140-mile, double-circuit 345 kV transmission line and related
substations that will serve as the backbone of the transmission system needed to accommodate future wind development projects
in Michigan. We estimate ITCTransmission will invest a total of approximately $510 million in the project which is currently
anticipated to be completed in 2015. Through December 31, 2014 , ITCTransmission has invested $465.8 million in the Thumb
Loop Project.
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Based on the anticipated growth of generating resources, we also foresee the need to construct additional transmission facilities
that will provide interconnection opportunities for generating facilities. These investments may include, but are not limited to the
backbone transmission network, transmission for renewable resources and transmission for interconnection of other generating
facilities.

Development Projects

We expect to invest approximately $1.1 billion from 2014 through 2018 to construct various development projects, or portions
thereof, that are expected to result from the competitive process established pursuant to FERC Order No. 1000 (“Order 1000")
described below and through other initiatives to upgrade the existing transmission grid and regional transmission facilities, primarily
to improve overall grid reliability, reduce transmission constraints, enhance competitive markets and facilitate interconnections of
new generating resources, including wind generation and other renewable resources necessary to achieve state and federal policy
goals. Additionally, we may pursue other non-traditional transmission investment opportunities not described above.

Segments

We have one reportable segment consisting of our Regulated Operating Subsidiaries. Additionally, we have other subsidiaries
focused primarily on business development activities and a holding company whose activities include corporate debt and equity
financings and general corporate activities. A more detailed discussion of our reportable segment, including financial information
about the segment, is included in Note 18 to the consolidated financial statements.

Operations

As transmission-only companies, our Regulated Operating Subsidiaries function as conduits, allowing for power from generators
to be transmitted to local distribution systems either entirely through their own systems or in conjunction with neighboring
transmission systems. Third parties then transmit power through these local distribution systems to end-use consumers. The
transmission of electricity by our Regulated Operating Subsidiaries is a central function to the provision of electricity to residential,
commercial and industrial end-use consumers. The operations performed by our Regulated Operating Subsidiaries fall into the
following categories:

* asset planning;
 engineering, design and construction;
* maintenance; and
* real time operations.
Asset Planning

The Asset Planning group uses detailed system models and load forecasts to develop our system expansion capital plans.
Expansion capital plans identify projects that would address potential future reliability issues and/or produce economic savings for
customers by eliminating constraints.

The Asset Planning group works closely with MISO and SPP in the development of our system expansion capital plans by
performing technical evaluations and detailed studies. As the regional planning authorities, MISO and SPP approve regional system
improvement plans which include projects to be constructed by their members, including our Regulated Operating Subsidiaries.

Engineering, Design and Construction

The Engineering, Design and Construction group is responsible for design, equipment specifications, maintenance plans and
project engineering for capital, operation and maintenance work. We work with outside contractors to perform various aspects of
our engineering, design and construction, but retain internal technical experts who have experience with respect to the key
elements of the transmission system such as substations, lines, equipment and protective relaying systems.

Maintenance

We develop and track preventive maintenance plans to promote safe and reliable systems. By performing preventive
maintenance on our assets, we can minimize the need for reactive maintenance, resulting in improved reliability. Our Regulated
Operating Subsidiaries contract with Utility Lines Construction Services, Inc. (“ULCS"),




Table of Contents

which is a division of Asplundh Tree Expert Co., to perform the majority of their maintenance. The agreement with ULCS provides
us with access to an experienced and scalable workforce with knowledge of our system at an established rate.

Real Time Operations

System Operations — From our operations facility in Novi, Michigan, transmission system operators continuously monitor the
performance of the transmission systems of our Regulated Operating Subsidiaries, using software and communication systems to
perform analysis to plan for contingencies and maintain security and reliability following any unplanned events on the system.
Transmission system operators are also responsible for the switching and protective tagging function, taking equipment in and out
of service to ensure capital construction projects and maintenance programs can be completed safely and reliably.

Local Balancing Authority Operator — Under the functional control of MISO, ITCTransmission and METC operate their electric
transmission systems as a combined Local Balancing Authority (“LBA”) area, known as the Michigan Electric Coordinated Systems
(“MECS"). From our operations facility in Novi, Michigan, our employees perform the LBA functions as outlined in MISQO’s Balancing
Authority Agreement. These functions include actual interchange data administration and verification and MECS LBA area
emergency procedure implementation and coordination. ITC Midwest and ITC Great Plains are not responsible for LBA functions
for their respective assets.

Operating Contracts

Our Regulated Operating Subsidiaries have various operating contracts, including numerous interconnection agreements with
generation and transmission providers that address terms and conditions of interconnection. The following significant agreements
exist at our Regulated Operating Subsidiaries:

ITCTransmission

DTE Electric operates the electric distribution system to which ITCTransmission’s transmission system connects. A set of three
operating contracts sets forth the terms and conditions related to DTE Electric’'s and ITCTransmission’s ongoing working
relationship. These contracts include the following:

Master Operating Agreement. The Master Operating Agreement (the “MOA”"), dated as of February 28, 2003, governs the
primary day-to-day operational responsibilities of ITCTransmission and DTE Electric and will remain in effect until terminated by
mutual agreement of the parties (subject to any required FERC approvals) unless earlier terminated pursuant to its terms. The
MOA identifies the control area coordination services that ITCTransmission is obligated to provide to DTE Electric. The MOA
also requires DTE Electric to provide certain generation-based support services to ITCTransmission.

Generator Interconnection and Operation Agreement. DTE Electric and ITCTransmission entered into the Generator
Interconnection and Operation Agreement (the “GIOA”), dated as of February 28, 2003, in order to establish, re-establish and
maintain the direct electricity interconnection of DTE Electric’'s electricity generating assets with ITCTransmission’s transmission
system for the purposes of transmitting electric power from and to the electricity generating facilities. Unless otherwise
terminated by mutual agreement of the parties (subject to any required FERC approvals), the GIOA will remain in effect until
DTE Electric elects to terminate the agreement with respect to a particular unit or until a particular unit ceases commercial
operation.

Coordination and Interconnection Agreement. The Coordination and Interconnection Agreement (the “CIA”), dated as of
February 28, 2003, governs the rights, obligations and responsibilities of ITCTransmission and DTE Electric regarding, among
other things, the operation and interconnection of DTE Electric’'s distribution system and ITCTransmission’s transmission
system, and the construction of new facilities or modification of existing facilities. Additionally, the CIA allocates costs for
operation of supervisory, communications and metering equipment. The CIA will remain in effect until terminated by mutual
agreement of the parties (subject to any required FERC approvals).

METC

Consumers Energy operates the electric distribution system to which METC'’s transmission system connects. METC is a party to
a number of operating contracts with Consumers Energy that govern the operations and maintenance of its transmission system.
These contracts include the following:
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Amended and Restated Easement Agreement. Under the Amended and Restated Easement Agreement (the “Easement
Agreement”), dated as of April 29, 2002 and as further supplemented, Consumers Energy provides METC with an easement to
the land, which we refer to as premises, on which a majority of METC's transmission towers, poles, lines and other transmission
facilities used to transmit electricity at voltages of at least 120 kV are located, which we refer to collectively as the facilities.
Consumers Energy retained for itself the rights to, and the value of activities associated with, all other uses of the premises and
the facilities covered by the Easement Agreement, such as for distribution of electricity, fiber optics, telecommunications, gas
pipelines and agricultural uses. Accordingly, METC is not permitted to use the premises or the facilities covered by the
Easement Agreement for any purposes other than to provide electric transmission and related services, to inspect, maintain,
repair, replace and remove electric transmission facilities and to alter, improve, relocate and construct additional electric
transmission facilities. The easement is further subject to the rights of any third parties that had rights to use or occupy the
premises or the facilities prior to April 1, 2001 in a manner not inconsistent with METC's permitted uses.

METC pays Consumers Energy annual rent of $10.0 million , in equal quarterly installments, for the easement and related
rights under the Easement Agreement. Although METC and Consumers Energy share the use of the premises and the facilities
covered by the Easement Agreement, METC pays the entire amount of any rentals, property taxes, inspection fees and other
amounts required to be paid to third parties with respect to any use, occupancy, operations or other activities on the premises or
the facilities and is generally responsible for the maintenance of the premises and the facilities used for electric transmission at
its expense. METC also must maintain commercial general liability insurance protecting METC and Consumers Energy against
claims for personal injury, death or property damage occurring on the premises or the facilities and pay for all insurance
premiums. METC is also responsible for patrolling the premises and the facilities by air at its expense at least annually and to
notify Consumers Energy of any unauthorized uses or encroachments discovered. METC must indemnify Consumers Energy for
all liabilities arising from the facilities covered by the Easement Agreement.

METC must notify Consumers Energy before altering, improving, relocating or constructing additional transmission facilities
covered by the Easement Agreement. Consumers Energy may respond by notifying METC of reasonable work and design
restrictions and precautions that are needed to avoid endangering existing distribution facilities, pipelines or communications
lines, in which case METC must comply with these restrictions and precautions. METC has the right at its own expense to
require Consumers Energy to remove and relocate these facilities, but Consumers Energy may require payment in advance or
the provision of reasonable security for payment by METC prior to removing or relocating these facilities, and Consumers
Energy need not commence any relocation work until an alternative right-of-way satisfactory to Consumers Energy is obtained at
METC's expense.

The term of the Easement Agreement runs through December 31, 2050 and is subject to 10 automatic 50-year renewals
after that time unless METC provides one year’s notice of its election not to renew the term. Consumers Energy may terminate
the Easement Agreement 30 days after giving notice of a failure by METC to pay its quarterly installment if METC does not cure
the non-payment within the 30-day notice period. At the end of the term or upon any earlier termination of the Easement
Agreement, the easement and related rights terminate and the transmission facilities revert to Consumers Energy.

Amended and Restated Operating Agreement. Under the Amended and Restated Operating Agreement (the “Operating
Agreement”), dated as of April 29, 2002, METC agrees to operate its transmission system to provide all transmission customers
with safe, efficient, reliable and nondiscriminatory transmission service pursuant to its tariff. Among other things, METC is
responsible under the Operating Agreement for maintaining and operating its transmission system, providing Consumers Energy
with information and access to its transmission system and related books and records, administering and performing the duties
of control area operator (that is, the entity exercising operational control over the transmission system) and, if requested by
Consumers Energy, building connection facilities necessary to permit interaction with new distribution facilities built by
Consumers Energy. Consumers Energy has corresponding obligations to provide METC with access to its books and records
and to build distribution facilities necessary to provide adequate and reliable transmission services to wholesale customers.
Consumers Energy must cooperate with METC as METC performs its duties as control area operator, including by providing
reactive supply and voltage control from generation sources or other ancillary services and reducing load. The Operating
Agreement is effective through 2050 and is subject to 10 automatic 50-year renewals after that time, unless METC provides one
year’s notice of its election not to renew.
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Amended and Restated Purchase and Sale Agreement for Ancillary Services. The Amended and Restated Purchase and
Sale Agreement for Ancillary Services (the “Ancillary Services Agreement”) is dated as of April 29, 2002. Since METC does not
own any generating facilities, it must procure ancillary services from third party suppliers, such as Consumers Energy. Currently,
under the Ancillary Services Agreement, METC pays Consumers Energy for providing certain generation based services
necessary to support the reliable operation of the bulk power grid, such as voltage support and generation capability and
capacity to balance loads and generation. METC is not precluded from procuring these ancillary services from third party
suppliers when available. The Ancillary Services Agreement is subject to rolling one-year renewals starting May 1, 2003, unless
terminated by either METC or Consumers Energy with six months prior written notice.

Amended and Restated Distribution-Transmission Interconnection Agreement. The Amended and Restated Distribution-
Transmission Interconnection Agreement (the “DT Interconnection Agreement”), dated April 1, 2001 and amended and restated
as of March 1, 2013, provides for the interconnection of Consumers Energy’s distribution system with METC’s transmission
system and defines the continuing rights, responsibilities and obligations of the parties with respect to the use of certain of their
own and the other party’s properties, assets and facilities. METC agrees to provide Consumers Energy interconnection service
at agreed-upon interconnection points, and the parties have mutual responsibility for maintaining voltage and compensating for
reactive power losses resulting from their respective services. The DT Interconnection Agreement is effective so long as any
interconnection point is connected to METC, unless it is terminated earlier by mutual agreement of METC and Consumers
Energy.

Amended and Restated Generator Interconnection Agreement. The Amended and Restated Generator Interconnection
Agreement (the “Generator Interconnection Agreement”), dated as of April 29, 2002 and amended as of May 2, 2014, specifies
the terms and conditions under which Consumers Energy and METC maintain the interconnection of Consumers Energy’s
generation resources and METC's transmission assets. The Generator Interconnection Agreement is effective either until it is
replaced by any MISO-required contract, or until mutually agreed by METC and Consumers Energy to terminate, but not later
than the date that all listed generators cease commercial operation.

ITC Midwest

IP&L operates the electric distribution system to which ITC Midwest’s transmission system connects. ITC Midwest is a party to a
number of operating contracts with IP&L that govern the operations and maintenance of its transmission system. These contracts
include the following:

Distribution-Transmission Interconnection Agreement. The Distribution-Transmission Interconnection Agreement (the
“DTIA"), dated as of December 17, 2007, governs the rights, responsibilities and obligations of ITC Midwest and IP&L, with
respect to the use of certain of their own and the other parties’ property, assets and facilities and the construction of new
facilities or modification of existing facilities. Additionally, the DTIA sets forth the terms pursuant to which the equipment and
facilities and the interconnection equipment of IP&L will continue to connect ITC Midwest's facilities through which ITC Midwest
provides transmission service under the MISO Transmission and Energy Markets Tariff. The DTIA will remain in effect until
terminated by mutual agreement by the parties (subject to any required FERC approvals) or as long as any interconnection point
of IP&L is connected to ITC Midwest's facilities, unless modified by written agreement of the parties.

Large Generator Interconnection Agreement. ITC Midwest, IP&L and MISO entered into the Large Generator
Interconnection Agreement (the “LGIA”), dated as of December 20, 2007 and amended as of August 6, 2013, in order to
establish, re-establish and maintain the direct electricity interconnection of IP&L’s electricity generating assets with ITC
Midwest's transmission system for the purposes of transmitting electric power from and to the electricity generating facilities. The
LGIA will remain in effect until terminated by ITC Midwest or until IP&L elects to terminate the agreement if a particular unit
ceases commercial operation for three consecutive years.

Operations Services Agreement For 34.5 kV Transmission Facilities. ITC Midwest and IP&L entered into the Operations
Services Agreement for 34.5 kV Transmission Facilities (the “OSA"), effective as of January 1, 2011, under which IP&L performs
certain operations functions for ITC Midwest's 34.5 kV transmission system on behalf of ITC Midwest. The OSA provides that
when ITC Midwest upgrades 34.5 kV facilities to higher operating voltages it may notify IP&L of the change and the OSA is no
longer applicable to those facilities. The
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OSA will remain in full force and effect until December 31, 2015 and will extend automatically from year to year thereafter until
terminated by either party upon not less than one year prior written notice to the other party.

ITC Great Plains

Amended and Restated Maintenance Agreement. Mid-Kansas Electric Company LLC (“Mid-Kansas”) and ITC Great Plains
have entered into a Maintenance Agreement (the “Mid-Kansas Agreement”), dated as of August 24, 2010, and amended June
20, 2013, pursuant to which Mid-Kansas has agreed to perform various field operations and maintenance services related to
certain ITC Great Plains facilities. The Mid-Kansas Agreement has an initial term of 10 years and automatic 10-year renewals
unless terminated (1) due to a breach by the non-terminating party following notice and failure to cure, (2) by mutual consent of
the parties, or (3) by ITC Great Plains under certain limited circumstances. Services must continue to be provided for at least six
months subsequent to the termination date in any case.

Maintenance Agreement. Midwest Energy, Inc. (“Midwest Energy”) and ITC Great Plains entered into a maintenance
agreement (the “Midwest Energy Agreement”) dated as of June 25, 2012, pursuant to which Midwest Energy agreed to perform
various field operations and maintenance service related to certain ITC Great Plains facilities. The Midwest Energy Agreement
had an initial term of three years with automatic three-year renewals unless terminated (1) due to a material breach by the non-
terminating party following notice and failure to cure or (2) by mutual consent of the parties. In December 2014, ITC Great Plains
and Midwest Energy mutually agreed to terminate the Midwest Energy Agreement. Services will continue to be provided through
the effective termination date of June 24, 2015.

Regulatory Environment

Many regulators and public policy makers support the need for further investment in the transmission grid. The growth in
electricity generation, wholesale power sales and consumption combined with historically inadequate transmission investment have
resulted in significant transmission constraints across the United States and increased stress on aging equipment. These problems
will continue without increased investment in transmission infrastructure. Transmission system investments can also increase
system reliability and reduce the frequency of power outages. Such investments can reduce transmission constraints and improve
access to lower cost generation resources, resulting in a lower overall cost of delivered electricity for end-use consumers. After the
2003 blackout that affected sections of the Northeastern and Midwestern United States and Ontario, Canada, the Department of
Energy (the “DOE") established the Office of Electric Transmission and Distribution (now the Office of Electricity Delivery and
Energy Reliability), focused on working with reliability experts from the power industry, state governments and their Canadian
counterparts to improve grid reliability and increase investment in the country’s electric infrastructure. In addition, the FERC has
signaled its desire for substantial new investment in the transmission sector by implementing various financial and other incentives.

The FERC has also issued orders to promote non-discriminatory transmission access for all transmission customers. In the
United States, electric transmission assets are predominantly owned, operated and maintained by utilities that also own electricity
generation and distribution assets, known as vertically integrated utilities. The FERC has recognized that the vertically-integrated
utility model inhibits the provision of non-discriminatory transmission access and, in order to alleviate this potential discrimination,
the FERC has mandated that all transmission systems over which it has jurisdiction must be operated in a comparable, non-
discriminatory manner such that any seller of electricity affiliated with a transmission owner (“TO") or operator is not provided with
preferential treatment. The FERC has also indicated that independent transmission companies can play a prominent role in
furthering its policy goals and has encouraged the legal and functional separation of transmission operations from generation and
distribution operations.

The FERC requires compliance with certain reliability standards by transmission owners and may take enforcement actions for
violations, including fines of up to $1.0 million per day. NERC is responsible for developing and enforcing these mandatory reliability
standards. We continually assess our transmission systems against standards established by NERC, as well as the standards of
applicable regional entities under NERC that have been delegated certain authority for the purpose of proposing and enforcing
reliability standards. Finally, utility holding companies are subject to FERC regulations related to access to books and records and
the requirement of the FERC to review and approve mergers and consolidations involving utility assets and utility holding
companies in certain circumstances.
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Federal Regulation

As electric transmission companies, our Regulated Operating Subsidiaries are regulated by the FERC. The FERC is an
independent regulatory commission within the DOE that regulates the interstate transmission and certain wholesale sales of natural
gas, the transmission of oil and oil products by pipeline and the transmission and wholesale sale of electricity in interstate
commerce. The FERC also administers accounting and financial reporting regulations and standards of conduct for the companies
it regulates. In 1996, in order to facilitate open access transmission for participants in wholesale power markets, the FERC issued
Order No. 888. The open access policy promulgated by the FERC in Order No. 888 was upheld in a United States Supreme Court
decision, State of New York vs. FERC, issued on March 4, 2002. To facilitate open access, among other things, FERC Order No.
888 encouraged investor owned utilities to cede operational control over their transmission systems to 1ISOs, which are not-for-profit
entities.

As an alternative to ceding operating control of their transmission assets to 1SOs, certain investor owned utilities began to
promote the formation of for-profit transmission companies, which would assume control of the operation of the grid. In December
1999, the FERC issued Order No. 2000, which strongly encouraged utilities to voluntarily transfer operational control of their
transmission systems to RTOs. RTOs, as envisioned in Order No. 2000, would assume many of the functions of an I1SO, but the
FERC permitted greater flexibility with regard to the organization and structure of RTOs than it had for ISOs. RTOs could
accommodate the inclusion of independently owned, for-profit companies that own transmission assets within their operating
structure. Independent ownership would facilitate not only the independent operation of the transmission systems but also the
formation of companies with a greater financial interest in maintaining and augmenting the capacity and reliability of those systems.
RTOs such as MISO and SPP monitor electric reliability and are responsible for coordinating the operation of the wholesale electric
transmission system and ensuring fair, non-discriminatory access to the transmission grid.

Order 1000 amends certain existing transmission planning and cost allocation requirements to ensure that FERC-jurisdictional
services are provided at just and reasonable rates and on a basis that is just and reasonable and not unduly discriminatory or
preferential. With respect to transmission planning, Order 1000: (1) requires that each public utility transmission provider participate
in a regional transmission planning process that produces a regional transmission plan; (2) requires that each public utility
transmission provider amend its Open Access Transmission Tariff to describe procedures that provide for the consideration of
transmission needs driven by public policy requirements in the local and regional transmission planning processes; (3) removes a
federal right of first refusal for certain new transmission facilities from FERC-approved tariffs and agreements; and (4) improves
coordination between neighboring transmission planning regions for new interregional transmission facilities. MISO and SPP have
made multiple compliance filings with the FERC to implement these requirements. Certain of the new provisions relating to the
requirements described above have been approved but others remain under review by the FERC.

Order 1000 could potentially lead to greater competition for certain future transmission projects, including within our current
operating areas. We are currently exploring opportunities resulting from Order 1000 within MISO and SPP as well as other RTOs.

Revenue Requirement Calculations and Cost Sharing f  or Projects with Regional Benefits

The cost based formula rates used by our Regulated Operating Subsidiaries continue to evolve to include revenue requirement
calculations for various types of projects. Network revenues continue to be the largest component of revenues recovered through
our formula rates. However, regional cost sharing revenues are growing as a result of projects that have been identified by MISO or
SPP as having regional benefits, and therefore eligible for regional cost recovery under their tariffs. Separate calculations of
revenue requirement are performed for projects that have been approved for regional cost sharing and these separate calculations
impact only which parties ultimately pay for the transmission services related to these projects and do not impact our financial
results.

We have projects that are eligible for regional cost sharing under the MISO tariff, such as certain network upgrade projects, and
the MVPs, including the Thumb Loop Project. Additionally, certain projects at ITC Great Plains are eligible for recovery through a
region-wide charge in the SPP tariff including the Kansas V-Plan Project. Certain of these projects are described in more detail in
“ltem 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations — Capital Project Updates and
Other Recent Developments.”
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State Regulation

The regulatory agencies in the states where our Regulated Operating Subsidiaries’ assets are located do not have jurisdiction
over rates or terms and conditions of service. However, they typically have jurisdiction over siting of transmission facilities and
related matters as described below. Additionally, we are subject to the regulatory oversight of various state environmental quality
departments for compliance with any state environmental standards and regulations.

ITCTransmission and METC
Michigan

The MPSC has jurisdiction over the siting of certain transmission facilities. Additionally, ITCTransmission and METC have the
right as independent transmission companies to condemn property in the state of Michigan for the purposes of building or
maintaining transmission facilities.

ITCTransmission and METC are also subject to the regulatory oversight of the Michigan Department of Environmental Quality,
the Michigan Department of Natural Resources and certain local authorities for compliance with all environmental standards and
regulations.

ITC Midwest
lowa

The IUB has the power of supervision over the construction, operation and maintenance of transmission facilities in lowa by any
entity, which includes the power to issue franchises. lowa law further provides that any entity granted a franchise by the IUB is
vested with the power of condemnation in lowa to the extent the IUB approves and deems necessary for public use. A city has the
power, pursuant to lowa law, to grant a franchise to erect, maintain and operate transmission facilities within the city, which
franchise may regulate the conditions required and manner of use of the streets and public grounds of the city and may confer the
power to appropriate and condemn private property.

ITC Midwest also is subject to the regulatory oversight of certain state agencies (including the lowa Department of Natural
Resources) and certain local authorities with respect to the issuance of environmental, highway, railroad and similar permits.

Minnesota

The MPUC has jurisdiction over the construction, siting and routing of new transmission lines or upgrades of existing lines
through Minnesota’s Certificate of Need and Route Permit Processes. Transmission companies are also required to participate in
the State’s Biennial Transmission Planning Process and are subject to the state’s preventative maintenance requirements.
Pursuant to Minnesota law, ITC Midwest has the right as an independent transmission company to condemn property in the State
of Minnesota for the purpose of building new transmission facilities.

ITC Midwest is also subject to the regulatory oversight of the Minnesota Pollution Control Agency, the Minnesota Department of
Natural Resources, the MPUC in conjunction with the Department of Commerce and certain local authorities for compliance with
applicable environmental standards and regulations.

Illinois

The ICC exercises jurisdiction over siting of new transmission lines through its requirements for Certificates of Public
Convenience and Necessity and Right-Of-Way acquisition that apply to construction of new or upgraded facilities.

ITC Midwest also is subject to the regulatory oversight of the lllinois Environmental Protection Agency, the Illinois Department of
Natural Resources, the lllinois Pollution Control Board and certain local authorities for compliance with all environmental standards
and regulations.

Missouri

Because ITC Midwest is a “public utility” and an “electrical corporation” under Missouri law, the MOPSC has jurisdiction to
determine whether ITC Midwest may operate in such capacity. The MOPSC also exercises jurisdiction
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with regard to other non-rate matters affecting this Missouri asset such as transmission substation construction, general safety and
the transfer of the franchise or property.

ITC Midwest is also subject to the regulatory oversight of the Missouri Department of Natural Resources for compliance with all
environmental standards and regulations relating to this transmission line.

Wisconsin

ITC Midwest is a “public utility” and independent transmission owner in Wisconsin. The PSCW in a May 2014 order granted ITC
Midwest a certificate of authority to transact public utility business in the state. In a separate May 2014 order, the PSCW also
recognized ITC Holdings Corp. as a public utility holding company under Wisconsin statutes.

The PSCW exercises jurisdiction over the siting of new transmission lines through the issuance of certificates of authority and
certificates of public convenience and necessity. Upon receipt of such certificates for a transmission project, ITC Midwest has
condemnation authority as a foreign transmission provider under Wisconsin law. ITC Midwest is also subject to the jurisdiction of
certain local and state agencies, including the Wisconsin Department of Natural Resources, relating to environmental and road
permits.

ITC Great Plains
Kansas

ITC Great Plains is a “public utility” in Kansas and an “electric utility” pursuant to state statutes. The KCC issued an order
approving the issuance of a limited certificate of convenience to ITC Great Plains for the purposes of building, owning and operating
SPP transmission projects in Kansas. In addition to its certificate of authority, the KCC has jurisdiction over the siting of electric
transmission lines.

ITC Great Plains is also subject to the regulatory oversight of the Kansas Department of Health and Environment for compliance
with all environmental standards and regulations relating to the construction phase of any transmission line.

Oklahoma

ITC Great Plains has approval from the OCC to operate in Oklahoma, pursuant to Oklahoma Statutes as an electric public utility
providing only transmission services. The OCC does not exercise jurisdiction over the siting of any transmission lines.

ITC Great Plains may be subject to the regulatory oversight of Oklahoma Department of Environmental Quality for compliance
with environmental standards and regulations relating to construction of proposed transmission lines.

Sources of Revenue

See “Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations — Results of Operations
— Operating Revenues” for a discussion of our principal sources of revenue.

Seasonality

The cost-based formula rates with a true-up mechanism in effect for all our Regulated Operating Subsidiaries, as discussed in
“ltem 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations — Cost-Based Formula Rates
with True-Up Mechanism,” mitigate the seasonality of net income for our Regulated Operating Subsidiaries. Our Regulated
Operating Subsidiaries accrue or defer revenues to the extent that the actual revenue requirement for the reporting period is higher
or lower, respectively, than the amounts billed relating to that reporting period. For example, to the extent that amounts billed are
less than our revenue requirement for a reporting period, a revenue accrual is recorded for the difference and the difference results
in no net income impact.

Operating cash flows are seasonal at our MISO Regulated Operating Subsidiaries, in that cash received for revenues is typically
higher in the summer months when peak load is higher.

Principal Customers

Our principal transmission service customers are DTE Electric, Consumers Energy and IP&L, which accounted for
approximately 22.2% , 24.2% and 29.0% , respectively, of our consolidated billed revenues for the year ended
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December 31, 2014 . One or more of these customers together have consistently represented a significant percentage of our
operating revenue. These percentages of total billed revenues of DTE Electric, Consumers Energy and IP&L include the collection
of 2012 revenue accruals and deferrals and exclude any amounts for the 2014 revenue accruals and deferrals that were included in
our 2014 operating revenues, but will not be billed to our customers until 2016 . Refer to “ Item 7 Management ’ s Discussion and
Analysis of Financial Condition and Results of Operations - Cost-Based Formula Rates with True-Up Mechanism ” for a discussion
on the difference between billed revenues and operating revenues. Our remaining revenues were generated from providing service
to other entities such as alternative electricity suppliers, power marketers and other wholesale customers that provide electricity to
end-use consumers and from transaction-based capacity reservations. Nearly all of our revenues are from transmission customers
in the United States. Although we may recognize allocated revenues from time to time from Canadian entities reserving
transmission over the Ontario or Manitoba interface, these revenues have not been and are not expected to be material to us.

Billing

MISO is responsible for billing and collecting the majority of our transmission services provided by our MISO Regulated
Operating Subsidiaries and independently administers the transmission tariff in the MISO service territory. As the billing agent for
our MISO Regulated Operating Subsidiaries, MISO independently bills DTE Electric, Consumers Energy, IP&L and other customers
on a monthly basis and collects fees for the use of our MISO Regulated Operating Subsidiaries’ transmission systems.

SPP is responsible for billing and collection for the transmission services provided by ITC Great Plains and independently
administers the transmission tariff in the SPP service territory. As the billing agent for ITC Great Plains, SPP independently bills
customers on a monthly basis and collects fees for the use of ITC Great Plains’ transmission systems.

See “Item 7A Quantitative and Qualitative Disclosures about Market Risk — Credit Risk” for discussion of our credit policies.
Competition

Each of our MISO Regulated Operating Subsidiaries operates the primary transmission system in its respective service area
and, therefore, effectively has no competitors for certain projects. However, the competitive environment is evolving due to the
implementation of Order 1000. See further discussion of Order 1000 above under “Regulatory Environment — Federal Regulation.”
For our subsidiaries focused on development opportunities for transmission investment in other service areas, the incumbent
utilities or other entities with transmission development initiatives may compete with us by seeking approval to be named the party
authorized to build new capital projects that we are also pursuing. Because our Regulated Operating Subsidiaries are currently the
only transmission companies that are independent from electricity market participants, we believe we are best able to develop
these projects in a non-discriminatory manner. However, there are no assurances we will be selected to develop projects that other
entities are also pursuing.

Employees
As of December 31, 2014 , we had 587 employees. We consider our relations with our employees to be good.
Environmental Matters

Our operations are subject to federal, state and local environmental laws and regulations, which impose limitations on the
discharge of pollutants into the environment, establish standards for the management, treatment, storage, transportation and
disposal of hazardous materials and of solid and hazardous wastes, and impose obligations to investigate and remediate
contamination in certain circumstances. Liabilities for failing to investigate or remediate contamination, as well as other liabilities
concerning hazardous materials or contamination, such as claims for personal injury or property damage, may arise at many
locations, including formerly owned or operated properties and sites where wastes have been treated or disposed of, as well as at
properties currently owned or operated by us. Such liabilities may arise even where the contamination does not result from
noncompliance with applicable environmental laws. Under a number of environmental laws, such liabilities may also be joint and
several, meaning that a party can be held responsible for more than its share of the liability involved, or even the entire share.
Environmental requirements generally have become more stringent and compliance with those requirements more expensive. We
are not aware of any specific developments that would increase our costs for such compliance
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in a manner that would be expected to have a material effect on our results of operations, financial position or liquidity.

Our assets and operations also involve the use of materials classified as hazardous, toxic or otherwise dangerous. Many of the
properties our Regulated Operating Subsidiaries own or operate have been used for many years, and include older facilities and
equipment that may be more likely than newer ones to contain or be made from such materials. Some of these properties include
aboveground or underground storage tanks and associated piping. Some of them also include large electrical equipment filled with
mineral oil, which may contain or previously have contained polychlorinated biphenyls (commonly known as PCBs). Our facilities
and equipment are often situated close to or on property owned by others so that, if they are the source of contamination, the
property of others may be affected. For example, aboveground and underground transmission lines sometimes traverse properties
that we do not own, and, at some of our transmission stations, transmission assets (owned or operated by us) and distribution
assets (owned or operated by our transmission customers) are commingled.

Some properties in which we have an ownership interest or at which we operate are, and others are suspected of being,
affected by environmental contamination. We are not aware of any claims pending or threatened against us with respect to
environmental contamination, or of any investigation or remediation of contamination at any properties, that entail costs likely to
materially affect us. Some facilities and properties are located near environmentally sensitive areas such as wetlands.

Claims have been made or threatened against electric utilities for bodily injury, disease or other damages allegedly related to
exposure to electromagnetic fields associated with electric transmission and distribution lines. While we do not believe that a causal
link between electromagnetic field exposure and injury has been generally established and accepted in the scientific community, if
such a relationship is established or accepted, the liabilities and costs imposed on our business could be significant. We are not
aware of any claims pending or threatened against us for bodily injury, disease or other damages allegedly related to exposure to
electromagnetic fields and electric transmission and distribution lines that entail costs likely to have a material adverse effect on our
results of operations, financial position or liquidity.

Filings Under the Securities Exchange Act of 1934

Our internet address is http://www.itc-holdings.com . You can access free of charge on our web site all of our reports filed
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), including our annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those reports. These
reports are available as soon as practicable after they are electronically filed with the Securities and Exchange Commission (the
“SEC"). Also on our web site are our:

» Corporate Governance Guidelines;
+ Code of Business Conduct and Ethics; and

« Committee Charters for the Audit and Finance Committee, Compensation Committee and Nominating/Corporate Governance
Committee.

Our Code of Business Conduct and Ethics applies to all directors, officers and employees, including our Chairman, President
and Chief Executive Officer and our Senior Vice President, Chief Financial Officer and Treasurer. We will post any amendments to
the Code of Business Conduct and Ethics, and any waivers that are required to be disclosed by the rules of either the SEC or the
New York Stock Exchange (the “NYSE"), on our web site within the required periods. The information on our web site is not
incorporated by reference into this report.

To learn more about us, please visit our website at http://www.itc-holdings.com . We use our website as a channel of distribution
of material company information. Financial and other material information regarding us is routinely posted on our website and is
readily accessible.

You may also read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE,
Washington DC, 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-
SEC-0330. The SEC also maintains an internet site that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC. The address is http://www.sec.gov .
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ITEM 1A. RISK FACTORS.

Risks Related to Our Business

Certain elements of our Regulated Operating Subsidi  aries’ formula rates can be and have been challenged, whic  h could
result in lowered rates and/or refunds of amounts p reviously collected and thus have an adverse effect on our business,
financial condition, results of operations and cash flows.

Our Regulated Operating Subsidiaries provide transmission service under rates regulated by the FERC. The FERC has
approved the cost-based formula rate templates used by our Regulated Operating Subsidiaries to calculate their respective annual
revenue requirements, but it has not expressly approved the amount of actual capital and operating expenditures to be used in the
formula rates. All aspects of our Regulated Operating Subsidiaries’ rates approved by the FERC, including the formula rate
templates, the rates of return on the actual equity portion of their respective capital structures, the approved targeted capital
structures and the data inputs provided by our Regulated Operating Subsidiaries for calculation of each year’s rate, are subject to
challenge by interested parties at the FERC, or by the FERC on its own initiative in a proceeding under Section 206 of the FPA. In
addition, end-use consumers and entities supplying electricity to end-use consumers may attempt to influence government and/or
regulators to change the rate setting methodologies that apply to our Regulated Operating Subsidiaries, particularly if rates for
delivered electricity increase substantially. If a challenger can establish that any of these aspects are unjust, unreasonable, unduly
discriminatory or preferential, then the FERC will make appropriate prospective adjustments to them and/or disallow any of our
Regulated Operating Subsidiaries’ inclusion of those aspects in the rate setting formula. This could result in lowered rates and/or
refunds of amounts collected after the date that a Section 206 challenge is filed, any of which could have a material adverse effect
on our business, financial condition, results of operations and cash flows.

In November 2013, certain parties filed a joint complaint with the FERC under Section 206 of the FPA, requesting that the FERC
find the base rate of return on equity for all MISO transmission owners, including ITCTransmission, METC and ITC Midwest, to be
unjust and unreasonable. The joint complainants are seeking a FERC order reducing the base rate of return on equity used in our
formula transmission rate from 12.38% to 9.15% , capping the equity component of MISO transmission owners’ capital structures,
which would reduce the targeted equity component of ITCTransmission’s, METC'’s and ITC Midwest’s capital structures from 60%
to 50% , and terminating the return on equity adders approved for ITCTransmission and METC. On October 16, 2014, the FERC
issued an order rejecting this complaint as to ITCTransmission's and METC'’s equity adders and MISO transmission owner capital
structures. A hearing was ordered on the complaint's allegations as to the base rate of return on equity for all MISO transmission
owners. In the event a refund is required upon resolution of the complaint, the refund effective date would be November 12, 2013.
Also, on February 12, 2015, an additional complaint was filed under Section 206 of the FPA seeking a FERC order reducing the
regional base ROE rate used in our MISO Regulated Operating Subsidiaries’ formula transmission rates to 8.67%, to be effective
for the period beginning February 12, 2015. An unfavorable resolution of the November 2013 complaint in excess of the amount
accrued for the refund liability, or the February 2015 complaint could significantly reduce our future revenues and net income and
therefore could have a material adverse effect on our future results of operations, cash flows and financial condition.

Our actual capital investment may be lower than pla  nned, which would cause a lower than anticipated ra  te base and
therefore our revenues and earnings compared to our current expectations. In addition, we expect to in  vest in strategic

development opportunities to improve the efficiency and reliability of the transmission grid, but we c annot assure you
that we will be able to initiate or complete any of these investments. In addition, we expect to incur expenses related to
the pursuit of development opportunities which may be higher than forecasted.

Each of our operating subsidiaries’ rate base, revenues and earnings are determined in part by additions to property, plant and
equipment and when those additions are placed in service. We anticipate making significant capital investments over the next
several years, the amounts of which could change significantly due to factors beyond our control. If our operating subsidiaries’
capital investment and the resulting in-service property, plant and equipment are lower than anticipated for any reason, our
operating subsidiaries will have a lower than anticipated rate base thus causing their revenue requirements and future earnings to
be potentially lower than anticipated.

We are pursuing broader strategic development investment opportunities including those related to building regional
transmission facilities and interconnections for generating resources, among others. Incumbent utilities
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or other transmission development entities may compete with us by deciding to pursue capital projects that we are pursuing.

Any capital investment at our operating subsidiaries or as a result of our broader strategic development initiatives may be lower
than our published estimates due to, among other factors, the impact of actual loads, forecasted loads, regional economic
conditions, weather conditions, union strikes, labor shortages, material and equipment prices and availability, our ability to obtain
financing for such expenditures, if necessary, limitations on the amount of construction that can be undertaken on our system or
transmission systems owned by others at any one time, regulatory requirements relating to our rate construct, environmental
issues, siting, regional planning, cost recovery or other issues, or as a result of legal proceedings and variances between estimated
and actual costs of construction contracts awarded and the potential for greater competition. Our ability to engage in construction
projects resulting from pursuing these initiatives is subject to significant uncertainties, including the factors discussed above, and
will depend on obtaining any necessary regulatory and other approvals for the project and for us to initiate construction, our
achieving status as the builder of the project in some circumstances and other factors. Therefore, we can provide no assurance as
to the actual level of investment we may achieve at our operating subsidiaries or as a result of the broader strategic development
initiatives.

In addition, we expect to incur expenses to pursue strategic development investment opportunities. If these expenses are higher
than anticipated, our future results of operations, cash flows and financial condition could be materially and adversely affected.

The regulations to which we are subject may limit o ur ability to raise capital and/or pursue acquisiti ons, development
opportunities or other transactions or may subject us to liabilities.

Each of our Regulated Operating Subsidiaries is a “public utility” under the FPA and, accordingly, is subject to regulation by the
FERC. Approval of the FERC is required under Section 203 of the FPA for a disposition or acquisition of regulated public utility
facilities, either directly or indirectly through a holding company. Such approval is also required to acquire a significant interest in
securities of a public utility. Section 203 of the FPA also provides the FERC with explicit authority over utility holding companies’
purchases or acquisitions of, and mergers or consolidations with, a public utility. Finally, each of our Regulated Operating
Subsidiaries must also seek approval by the FERC under Section 204 of the FPA for issuances of its securities (including debt
securities).

We are also pursuing development projects for construction of transmission facilities and interconnections with generating
resources. These projects may require regulatory approval by Federal agencies, including the FERC, applicable RTOs and state
and local regulatory agencies. Failure to secure such regulatory approval for new strategic development projects could adversely
affect our ability to grow our business and increase our revenues. If we fail to obtain these approvals when necessary, we may
incur liabilities for such failure.

Changes in energy laws, regulations or policies cou Id impact our business, financial condition, result s of operations
and cash flows

Each of our Regulated Operating Subsidiaries is regulated by the FERC as a “public utility” under the FPA and is a transmission
owner in MISO or SPP. We cannot predict whether the approved rate methodologies for any of our Regulated Operating
Subsidiaries will be changed. In addition, the U.S. Congress periodically considers enacting energy legislation that could assign
new responsibilities to the FERC, modify provisions of the FPA or provide the FERC or another entity with increased authority to
regulate transmission matters. We cannot predict whether, and to what extent, our Regulated Operating Subsidiaries may be
affected by any such changes in federal energy laws, regulations or policies in the future. While our Regulated Operating
Subsidiaries are subject to FERC'’s exclusive jurisdiction for purposes of rate regulation, changes in state laws affecting other
matters, such as transmission siting and construction, could limit investment opportunities available to us.

If amounts billed for transmission service for our Regulated Operating Subsidiaries’  transmission systems are lower
than expected, or our actual revenue requirements a  re higher than expected, the timing of collection o f our revenues
would be delayed.

If amounts billed for transmission service are lower than expected, which could result from lower network load or point-to-point
transmission service on our Regulated Operating Subsidiaries’ transmission systems due to a weak economy, changes in the
nature or composition of the transmission assets of our Regulated Operating Subsidiaries and surrounding areas, poor
transmission quality of neighboring transmission systems, or for any other reason, the timing of the collection of our revenue
requirement would likely be delayed until such circumstances
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are adjusted through the true-up mechanism in our Regulated Operating Subsidiaries’ formula rate templates. In addition, if the
revenue requirements of our Regulated Operating Subsidiaries are higher than expected, due to higher actual expenditures
compared to the forecasted expenditures used to develop their billing rates or for any other reason, the timing of the collection of
our Regulated Operating Subsidiaries ' revenue requirements would likely be delayed until such circumstances are reflected
through the true-up mechanism in our Regulated Operating Subsidiaries ' expected, formula rate templates. The effect of such
under-collection would be to reduce the amount of our available cash resources from what we had expected, until such under-
collection is corrected through the true-up mechanism in the formula rate template, which may require us to increase our
outstanding indebtedness, thereby reducing our available borrowing capacity, and may require us to pay interest at a rate that
exceeds the interest to which we are entitled in connection with the operation of the true-up mechanism.

Each of our MISO Regulated Operating Subsidiaries d  epends on its primary customer for a substantial po rtion of its
revenues, and any material failure by those primary customers to make payments for transmission servic es could have
a material adverse effect on our business, financia | condition, results of operations and cash flows

ITCTransmission derives a substantial portion of its revenues from the transmission of electricity to DTE Electric’s local
distribution facilities. DTE Electric accounted for approximately 66.8% of ITCTransmission’s total billed revenues for the year ended
December 31, 2014 and is expected to constitute the majority of ITCTransmission’s revenues for the foreseeable future. DTE
Electric is rated BBB+/stable and A2/stable by Standard & Poor's Ratings Services and Moody’'s Investors Services, Inc.,
respectively. Similarly, Consumers Energy accounted for approximately 77.4% of METC's total billed revenues for the year ended
December 31, 2014 and is expected to constitute the majority of METC's revenues for the foreseeable future. Consumers Energy is
rated BBB/stable and A3/stable by Standard & Poor’'s Ratings Services and Moody’s Investors Service, Inc., respectively. Further,
IP&L accounted for approximately 84.2% of ITC Midwest's total billed revenues for the year ended December 31, 2014 and is
expected to constitute the majority of ITC Midwest's revenues for the foreseeable future. IP&L is rated A-/stable and A3/stable by
Standard & Poor’'s Ratings Services and Moody's Investors Service, Inc., respectively. These percentages of total billed revenues
of DTE Electric, Consumers Energy and IP&L include the collection of 2012 revenue accruals and deferrals and exclude any
amounts for the 2014 revenue accruals and deferrals that were included in our 2014 operating revenues, but will not be billed to our
customers until 2016 .

Any material failure by DTE Electric, Consumers Energy or IP&L to make payments for transmission services could have an
adverse effect on our business, financial condition, results of operations and cash flows.

A significant amount of the land on which our asset s are located is subject to easements, mineral righ  ts and other
similar encumbrances. As a result, we must comply w ith the provisions of various easements, mineral ri ghts and other
similar encumbrances, which may adversely impact th eir ability to complete construction projects in a timely manner.

METC does not own the majority of the land on which its electric transmission assets are located. Instead, under the provisions
of an Easement Agreement with Consumers Energy, METC pays annual rent of $10.0 million to Consumers Energy in exchange for
rights-of-way, leases, fee interests and licenses which allow METC to use the land on which its transmission lines are located.
Under the terms of the Easement Agreement, METC’s easement rights could be eliminated if METC fails to meet certain
requirements, such as paying contractual rent to Consumers Energy in a timely manner. Additionally, a significant amount of the
land on which our other subsidiaries’ assets are located is subject to easements, mineral rights and other similar encumbrances. As
a result, they must comply with the provisions of various easements, mineral rights and other similar encumbrances, which may
adversely impact their ability to complete their construction projects in a timely manner.

We contract with third parties to provide services for certain aspects of our business. If any of thes e agreements are
terminated, we may face a shortage of labor or repl  acement contractors to provide the services formerl y provided by
these third parties.

We enter into various agreements and arrangements with third parties to provide services for construction, maintenance and
operations of certain aspects of our business, which, if terminated could result in a shortage of a readily available workforce to
provide these services. If any of these agreements or arrangements is terminated for any reason, we may face difficulty finding a
qualified replacement work force to provide such services, which could have an adverse effect on our ability to carry on our
business and on our results of operations.
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Hazards associated with high- voltage electricity transmission may result in susp ension of our operations or the
imposition of civil or criminal penalties.

Our operations are subject to the usual hazards associated with high-voltage electricity transmission, including explosions, fires,
inclement weather, natural disasters, mechanical failure, unscheduled downtime, equipment interruptions, remediation, chemical
spills, discharges or releases of toxic or hazardous substances or gases and other environmental risks. The hazards can cause
personal injury and loss of life, severe damage to or destruction of property and equipment and environmental damage, and may
result in suspension of operations and the imposition of civil or criminal penalties. We maintain property and casualty insurance, but
we are not fully insured against all potential hazards incident to our business, such as damage to poles, towers and lines or losses
caused by outages.

We are subject to environmental regulations and to laws that can give rise to substantial liabilities from environmental
contamination.

We are subject to federal, state and local environmental laws and regulations, which impose limitations on the discharge of
pollutants into the environment, establish standards for the management, treatment, storage, transportation and disposal of
hazardous materials and of solid and hazardous wastes, and impose obligations to investigate and remediate contamination in
certain circumstances. Liabilities to investigate or remediate contamination, as well as other liabilities concerning hazardous
materials or contamination such as claims for personal injury or property damage, may arise at many locations, including formerly
owned or operated properties and sites where wastes have been treated or disposed of, as well as at properties we currently own
or operate. Such liabilities may arise even where the contamination does not result from noncompliance with applicable
environmental laws. Under a number of environmental laws, such liabilities may also be joint and several, meaning that a party can
be held responsible for more than its share of the liability involved, or even the entire share. Environmental requirements generally
have become more stringent in recent years, and compliance with those requirements more expensive.

We have incurred expenses in connection with environmental compliance, and we anticipate that each will continue to do so in
the future. Failure to comply with the extensive environmental laws and regulations applicable to each could result in significant civil
or criminal penalties and remediation costs. Our assets and operations also involve the use of materials classified as hazardous,
toxic, or otherwise dangerous. Some of our facilities and properties are located near environmentally sensitive areas such as
wetlands and habitats of endangered or threatened species. In addition, certain properties in which we operate are, or are
suspected of being, affected by environmental contamination. Compliance with these laws and regulations, and liabilities
concerning contamination or hazardous materials, may adversely affect our costs and, therefore, our business, financial condition
and results of operations.

In addition, claims have been made or threatened against electric utilities for bodily injury, disease or other damages allegedly
related to exposure to electromagnetic fields associated with electric transmission and distribution lines. We cannot assure you that
such claims will not be asserted against us or that, if determined in a manner adverse to our interests, such claims would not have
a material effect on our business, financial condition and results of operations.

We are subject to various regulatory requirements, including reliability standards; contract filing re quirements;
reporting, recordkeeping and accounting requirement s; and transaction approval requirements. Violation s of these
requirements, whether intentional or unintentional, may result in penalties that, under some circumsta  nces, could have
a material adverse effect on our business, financia | condition, results of operations and cash flows.

The various regulatory requirements to which we are subject include reliability standards established by the NERC, which acts
as the nation’s Electric Reliability Organization approved by the FERC in accordance with Section 215 of the FPA. These standards
address operation, planning and security of the bulk power system, including requirements with respect to real-time transmission
operations, emergency operations, vegetation management, critical infrastructure protection and personnel training. Failure to
comply with these requirements can result in monetary penalties as well as non-monetary sanctions. Monetary penalties vary
based on an assigned risk factor for each potential violation, the severity of the violation and various other circumstances, such as
whether the violation was intentional or concealed, whether there are repeated violations, the degree of the violator's cooperation in
investigating and remediating the violation and the presence of a compliance program. Penalty
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amounts range from $1,000 to a maximum of $1.0 million per day, depending on the severity of the violation. Non-monetary
sanctions include potential limitations on the violator's activities or operation and placing the violator on a watchlist for major
violators. Despite our best efforts to comply and the implementation of a compliance program intended to ensure reliability, there
can be no assurance that violations will not occur that would result in material penalties or sanctions. If any of our subsidiaries were
to violate the NERC reliability standards, even unintentionally, in any material way, any penalties or sanctions imposed against us
could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Certain of our subsidiaries are also subject to requirements under Sections 203 and 205 of the FPA for approval of transactions;
reporting, recordkeeping and accounting requirements; and for filing contracts related to the provision of jurisdictional services.
Under FERC policy, failure to file jurisdictional agreements on a timely basis may result in foregoing the time value of revenues
collected under the agreement, but not to the point where a loss would be incurred. The failure to obtain timely approval of
transactions subject to FPA Section 203, or to comply with applicable reporting, recordkeeping or accounting requirements under
FPA Section 205, could subject us to penalties that could have a material adverse effect on our financial condition, results of
operations and cash flows.

Acts of war, terrorist attacks, cyber attacks, natu ral disasters, severe weather and other catastrophi ¢ events may have a
material adverse effect on our business, financial condition, results of operations and cash flows.

Acts of war, terrorist attacks, cyber attacks, natural disasters, severe weather and other catastrophic events may negatively
affect our business, financial condition and cash flows in unpredictable ways, such as increased security measures and disruptions
of markets. Energy related assets, including, for example, our transmission facilities and DTE Electric’'s, Consumers Energy’s and
IP&L’s generation and distribution facilities that we interconnect with, may be at risk of acts of war, terrorist attacks, and cyber
attacks, as well as natural disasters, severe weather and other catastrophic events. In addition to any physical damage caused by
such events, cyber attacks targeting our information systems could impair our records, networks, systems and programs, or
transmit viruses to other systems. Such events or the threat of such events may increase costs associated with heightened security
requirements. In addition, such events or threats may have a material effect on the economy in general and could result in a decline
in energy consumption, which may have a material adverse effect on our business, financial condition, results of operations and
cash flows.

Risks Relating to Our Corporate and Financial Struc  ture

ITC Holdings is a holding company with no operation s, and unless we receive dividends or other payment s from our
subsidiaries, we may be unable to pay dividends and fulfill our other cash obligations.

As a holding company with no business operations, ITC Holdings’ material assets consist primarily of the stock and membership
interests in our subsidiaries. Our only sources of cash to pay dividends to our shareholders are dividends and other payments
received by us from time to time from our subsidiaries, the proceeds raised from the sale of our debt and equity securities and
borrowings under our various credit agreements. Each of our subsidiaries, however, is legally distinct from us and has no
obligation, contingent or otherwise, to make funds available to us for the payment of dividends to ITC Holdings’ shareholders or
otherwise. The ability of each of our Regulated Operating Subsidiaries and our other subsidiaries to pay dividends and make other
payments to us is subject to, among other things, the availability of funds, after taking into account capital expenditure
requirements, the terms of its indebtedness, applicable state laws and regulations of the FERC and the FPA. Our Regulated
Operating Subsidiaries target a FERC-approved capital structure of 60% equity and 40% debt that may limit the ability of our
Regulated Operating Subsidiaries to use net assets for the payment of dividends to ITC Holdings. While we currently intend to
continue to pay quarterly dividends on our common stock, we have no obligation to do so. The payment of dividends is within the
absolute discretion of our board of directors and will depend on, among other things, our results of operations, working capital
requirements, capital expenditure requirements, financial condition, contractual restrictions, anticipated cash needs and other
factors that our board of directors deems relevant.

20




Table of Contents

We have a considerable amount of debt and our relia  nce on debt financing may limit our ability to fulf ill our debt
obligations and/or to obtain additional financing.

We have a considerable amount of debt and our consolidated indebtedness includes various debt securities and borrowings
which utilize indentures and revolving and term loan credit agreements that we rely on as sources of capital and liquidity. This
financing strategy can have several important consequences, including, but not limited to, the following:

If future cash flows are insufficient, we may not be able to make principal or interest payments on our debt obligations, which
could result in the occurrence of an event of default under one or more of those debt instruments.

We may need to increase our indebtedness in order to make the capital expenditures and other expenses or investments
planned by us.

Our indebtedness has the general effect of reducing our flexibility to react to changing business and economic conditions
insofar as they affect our financial condition and, therefore, may pose substantial risk to our shareholders. A substantial
portion of the dividends and payments in lieu of taxes we receive from our subsidiaries will be dedicated to the payment of
interest on our indebtedness, thereby reducing the funds available for working capital, capital expenditures and the payment
of dividends on our common stock.

In the event of bankruptcy, reorganization or liquidation, our senior or subordinated creditors and the senior or subordinated
creditors of our subsidiaries will be entitled to payment in full prior to any distributions to the holders of shares of our common
stock.

We currently have debt instruments outstanding with relatively short remaining maturities. Our ability to secure additional
financing prior to or after these facilities mature, if needed, may be substantially restricted by the existing level of our
indebtedness and the restrictions contained in our debt instruments. Additionally, the interest rates at which we might secure
additional financings may be higher than our currently outstanding debt instruments or higher than forecasted at any point in
time, which could adversely affect our business, financial condition, results of operations and cash flows .

Market conditions could affect our access to capital markets, restrict our ability to secure financing to make the capital
expenditures and investments and pay other expenses planned by us which could adversely affect our business, financial
condition, cash flows and results of operations.

We may incur substantial additional indebtedness in the future. The incurrence of additional indebtedness would increase the
risks described above.

Certain provisions in our debt instruments limit ou r financial and operating flexibility.

Our debt instruments on a consolidated basis, including senior notes, secured notes, first mortgage bonds and revolving and
term loan credit agreements , contain numerous financial and operating covenants that place significant restrictions on, among
other things, our ability to:

incur additional indebtedness;
engage in sale and lease-back transactions;
create liens or other encumbrances;

enter into mergers, consolidations, liquidations or dissolutions, or sell or otherwise dispose of all or substantially all of our
assets;

create and acquire subsidiaries; and

pay dividends or make distributions on our stock or on the stock or member capital of our subsidiaries.

Our debt instruments also require us to meet certain financial ratios, such as maintaining certain debt to capitalization ratios. Our
ability to comply with these and other requirements and restrictions may be affected by changes in economic or business
conditions, results of operations or other events beyond our control. A failure to comply with the obligations contained in any of our
debt instruments could result in acceleration of related debt and the acceleration of debt under other instruments evidencing
indebtedness that may contain cross-acceleration or cross-default provisions.
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Adverse changes in our credit ratings may negativel y affect us.

Our ability to access capital markets is important to our ability to operate our business. Increased scrutiny of the energy industry
and the impact of regulation, as well as changes in our financial performance and unfavorable conditions in the capital markets
could result in credit agencies reexamining our credit ratings. A downgrade in our credit ratings could restrict or discontinue our
ability to access capital markets at attractive rates and increase our borrowing costs. A rating downgrade could also increase the
interest we pay under our revolving and term loan credit agreements .

Provisions in our Articles of Incorporation and byl aws, Michigan corporate law and our debt agreements may impede
efforts by our shareholders to change the direction or management of our company.

Our Articles of Incorporation and bylaws contain provisions that might enable our management to resist a proposed takeover.
These provisions could discourage, delay or prevent a change of control or an acquisition at a price that our shareholders may find
attractive. These provisions also may discourage proxy contests and make it more difficult for our shareholders to elect directors
and take other corporate actions. The existence of these provisions could limit the price that investors are willing to pay in the future
for shares of our common stock. These provisions include:

« arestriction limiting market participants from voting or owning 5% or more of the outstanding shares of our capital stock;

» a requirement that special meetings of our shareholders may be called only by our board of directors, the chairman of our
board of directors, our president or the holders of a majority of the shares of our outstanding common stock;

 advance notice requirements for shareholder proposals and nominations; and

« the authority of our board to issue, without shareholder approval, common or preferred stock, including in connection with our
implementation of any shareholders rights plan, or “poison pill.”

In addition, our revolving and term loan credit agreements provide that a change in a majority of ITC Holdings’ board of directors
that is not approved by the current ITC Holdings’' directors or acquiring beneficial ownership of 35% or more of ITC Holdings
outstanding common shares will constitute a default under those agreements.

Provisions in our Articles of Incorporation restric t market participants from voting or owning 5% or m ore of the
outstanding shares of our capital stock.

Certain of our Regulated Operating Subsidiaries have been granted favorable rate treatment by the FERC based on their
independence from market participants. The FERC defines a “market participant” to include any person or entity that, either directly
or through an affiliate, sells or brokers electricity, or provides ancillary services to an RTO. An affiliate, for these purposes, includes
any person or entity that directly or indirectly owns, controls or holds with the power to vote 5% or more of the outstanding voting
securities of a market participant. To help ensure that we and our subsidiaries will remain independent of market participants, our
Articles of Incorporation impose certain restrictions on the ownership and voting of shares of our capital stock by market
participants. In particular, the Articles of Incorporation provide that we are restricted from issuing any shares of capital stock or
recording any transfer of shares if the issuance or transfer would cause any market participant, either individually or together with
members of its “group” (as defined in SEC beneficial ownership rules), to beneficially own 5% or more of any class or series of our
capital stock. Additionally, if a market participant, together with its group members, acquires beneficial ownership of 5% or more of
any series of the outstanding shares of our capital stock, such market participant or any shareholder who is a member of a group
including a market participant will not be able to vote or direct or control the votes of shares representing 5% or more of any series
of our outstanding capital stock. Finally, to the extent a market participant, together with its group members, acquires beneficial
ownership of 5% or more of the outstanding shares of any series of our capital stock, our Articles of Incorporation allow our board of
directors to redeem any shares of our capital stock so that, after giving effect to the redemption, the market participant, together
with its group members, will cease to beneficially own 5% or more of that series of our outstanding capital stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.
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ITEM 2. PROPERTIES.

Our Regulated Operating Subsidiaries’ transmission facilities are located in Michigan’s Lower Peninsula and portions of lowa,
Minnesota, lllinois, Missouri, Kansas and Oklahoma. Our MISO Regulated Operating Subsidiaries have agreements with other
utilities for the joint ownership of specific substations and transmission lines. See Note 15 to the consolidated financial statements.

ITCTransmission owns the assets of a transmission system and related assets, including:

approximately 3,000 circuit miles of overhead and underground transmission lines rated at voltages of 120 kV to 345 kV;
approximately 18,300 transmission towers and poles;

station assets, such as transformers and circuit breakers, at 179 stations and substations which either interconnect
ITCTransmission’s transmission facilities or connect ITCTransmission’s facilities with generation or distribution facilities
owned by others;

other transmission equipment necessary to safely operate the system (e.g., monitoring and metering equipment);
warehouses and related equipment;
associated land held in fee, rights of way and easements;

an approximately 188,000 square-foot corporate headquarters facility and operations control room in Novi, Michigan,
including furniture, fixtures and office equipment; and

an approximately 40,000 square-foot facility in Ann Arbor, Michigan that includes a back-up operations control room.

ITCTransmission’s First Mortgage Bonds are issued under ITCTransmission’s first mortgage and deed of trust. As a result, the
bondholders have the benefit of a first mortgage lien on substantially all of ITCTransmission’s property.

METC owns the assets of a transmission system and related assets, including:

approximately 5,600 circuit miles of overhead transmission lines rated at voltages of 120 kV to 345 kV;
approximately 36,900 transmission towers and poles;

station assets, such as transformers and circuit breakers, at 100 stations and substations which either interconnect METC's
transmission facilities or connect METC's facilities with generation or distribution facilities owned by others;

other transmission equipment necessary to safely operate the system (e.g., monitoring and metering equipment); and

warehouses and related equipment.

METC ' s Senior Secured Notes are issued under METC ' s first mortgage indenture. As a result, the noteholders have the
benefit of a first mortgage lien on substantially all of METC ' s property.

METC does not own the majority of the land on which its assets are located, but under the provisions of its Easement
Agreement with Consumers Energy, METC has an easement to use the land, rights-of-way, leases and licenses in the land on
which its transmission lines are located that are held or controlled by Consumers Energy. See “ltem 1 Business — Operating
Contracts — METC — Amended and Restated Easement Agreement.”

ITC Midwest owns the assets of a transmission system and related assets, including:

approximately 6,600 circuit miles of transmission lines rated at voltages of 34.5 kV to 345 kV;
transmission towers and poles;

station assets, such as transformers and circuit breakers, at approximately 271 stations and substations which either
interconnect ITC Midwest's transmission facilities or connect ITC Midwest's facilities with generation or distribution facilities
owned by others;
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 other transmission equipment necessary to safely operate the system (e.g., monitoring and metering equipment);
» warehouses and related equipment; and
 associated land held in fee, rights of way and easements.

ITC Midwest's First Mortgage Bonds are issued under ITC Midwest's first mortgage and deed of trust. As a result, the
bondholders have the benefit of a first mortgage lien on substantially all of ITC Midwest’s property.

ITC Great Plains owns transmission and related assets including:
» approximately 440 miles of transmission lines rated at a voltage of 345 kV;
» approximately 1,900 transmission towers and poles;

» station assets, such as transformers and circuit breakers, at 8 stations and substations which either interconnect ITC Great
Plains’ transmission facilities or connect ITC Great Plains’ facilities with transmission, generation or distribution facilities
owned by others;

 other transmission equipment necessary to safely operate the system (e.g., monitoring and metering equipment); and
 associated land held in fee, rights of way and easements.

ITC Great Plains’ First Mortgage Bonds are issued under ITC Great Plains’ first mortgage and deed of trust. As a result, the
bondholders have the benefit of a first mortgage lien on substantially all of ITC Great Plains’ property.

The assets of our Regulated Operating Subsidiaries are suitable for electric transmission and adequate for the electricity
demand in our service territory. We prioritize capital spending based in part on meeting reliability standards within the industry. This
includes replacing and upgrading existing assets as needed.

ITEM 3. LEGAL PROCEEDINGS.

We are involved in certain legal proceedings before various courts, governmental agencies and mediation panels concerning
matters arising in the ordinary course of business. These proceedings include certain contract disputes, regulatory matters and
pending judicial matters. We cannot predict the final disposition of such proceedings. We regularly review legal matters and record
provisions for claims that are considered probable of loss.

Refer to Notes 4 and 16 to the consolidated financial statements for a description of certain pending legal proceedings, which is
incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.
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PART Il

ITEMS. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER

PURCHASES OF EQUITY SECURITIES.
Stock Price and Dividends

Our common stock is traded on the NYSE under the symbol “ITC”. As of February 20, 2015 , there were approximately 802
shareholders of record of our common stock.

The following tables set forth the high and low sales price per share of the common stock for each full quarterly period in 2014
and 2013, as reported on the NYSE, and the cash dividends per share paid during the periods indicated.

Year Ended December 31, 2014 High Low Dividends

Quarter ended December 31, 2014 $ 42.01 $ 3405 $ 0.1625
Quarter ended September 30, 2014 38.14 34.60 0.1625
Quarter ended June 30, 2014 38.43 34.26 0.1425
Quarter ended March 31, 2014 37.41 31.18 0.1425
Year Ended December 31, 2013 High Low Dividends

Quarter ended December 31, 2013 $ 3558 $ 2992 $ 0.1417
Quarter ended September 30, 2013 33.11 28.60 0.1417
Quarter ended June 30, 2013 31.23 28.24 0.1258
Quarter ended March 31, 2013 29.80 25.54 0.1258

The declaration and payment of dividends is subject to the discretion of ITC Holdings’ board of directors and depends on various
factors, including our net income, financial condition, cash requirements, future prospects and other factors deemed relevant by ITC
Holdings’ board of directors. As a holding company with no business operations, ITC Holdings’ material assets consist primarily of
the common stock or ownership interests in its subsidiaries. ITC Holdings’ material cash inflows are only from dividends and other
payments received from time to time from its subsidiaries and the proceeds raised from the sale of debt and equity securities. ITC
Holdings may not be able to access cash generated by its subsidiaries in order to pay dividends to shareholders. The ability of ITC
Holdings’ subsidiaries to make dividend and other payments to ITC Holdings is subject to the availability of funds after taking into
account the subsidiaries’ funding requirements, the terms of the subsidiaries’ indebtedness, the regulations of the FERC under FPA
and applicable state laws. The debt agreements to which we are parties contain numerous financial covenants that could limit ITC
Holdings’ ability to pay dividends, as well as covenants that prohibit ITC Holdings from paying dividends if we are in default under
our term loan credit facility. Further, each of our subsidiaries is legally distinct from ITC Holdings and has no obligation, contingent
or otherwise, to make funds available to ITC Holdings.

On February 6, 2014, our board of directors declared a three-for-one split of our common stock to be accomplished by means of
a stock distribution. The additional shares were distributed on February 28, 2014, to the shareholders of record on February 18,
2014. The share and per share data in this Form 10-K reflect this stock split. See further discussion in Note 13 to the consolidated
financial statements.

The board of directors intends to increase the dividend rate from time to time as necessary to maintain an appropriate dividend
payout ratio, subject to prevailing business conditions, applicable restrictions on dividend payments, the availability of capital
resources and our investment opportunities.

The transfer agent for the common stock is Computershare Trust Company, N.A., P.O. Box 43078 Providence, Rl 02940-3078.

In addition, the information contained in the Equity Compensation table under “Item 12 Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters” of this report is incorporated herein by reference.
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Stock Repurchases

The following table sets forth, the repurchases of common stock for the quarter ended December 31, 2014 :

Maximum Number (or

Total Number of Approximate Dollar
Shares Purchased as Value) of Shares that May
Part of Publicly Yet Be Purchased Under the
Total Number of Average Price Announced Plan or Plans or Programs (in millions)
Period Shares Purchased (1) Paid per Share Program (2) )
October 2014 771 $ 36.59 — % 146.0
November 2014 872 37.99 — 146.0
December 2014 653,358 36.56 651,120 120.0
Total 655,001 $ 36.57 651,120

1)
(@)

Shares purchased other than those purchased as part of a publicly announced plan were delivered to us by employees as
payment of tax withholding obligations due to us upon the vesting of restricted stock.

In April 2014, our board of directors authorized a share repurchase program for up to $250.0 million of common stock, which
expires in December 2015. Pursuant to such authorization, on June 19, 2014, ITC Holdings entered into an accelerated share
repurchase agreement with JP Morgan Chase (“ASR program”) for up to $150.0 million , with a minimum commitment of
$130.0 million , under which ITC Holdings was delivered 2.9 million shares with a fair market value of $104.0 million at the
commencement of the ASR program. On December 22, 2014, the ASR program was settled for $130.0 million and ITC
Holdings received an additional 651,120 shares as determined by the volume-weighted average share price during the term of
the ASR program less an agreed upon discount and adjusted for the initial share delivery. See Note 13 to the consolidated
financial statements for detailed discussion on the ASR program.
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ITEM 6. SELECTED FINANCIAL DATA.

The selected historical financial data presented below should be read together with our consolidated financial statements and
the notes to those statements and “ltem 7 Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” included elsewhere in this Form 10-K.

ITC Holdings and Subsidiaries
Year Ended December 31,

(In thousands, except per share data) 2014 2013 2012 2011 2010
OPERATING REVENUES (a) (b) $ 1,023,048 $ 941,272 % 830,535 $ 757,397 $ 696,843
OPERATING EXPENSES
Operation and maintenance 111,623 112,821 121,941 129,288 126,528
General and administrative (c) 115,031 149,109 112,091 82,790 78,120
Depreciation and amortization 128,036 118,596 106,512 94,981 86,976
Taxes other than income taxes 76,534 65,824 59,701 53,430 48,195
Other operating income and expense — net (2,005) (1,139) (769) (844) (297)
Total operating expenses 430,219 445,211 399,476 359,645 339,522
OPERATING INCOME 592,829 496,061 431,059 397,752 357,321
OTHER EXPENSES (INCOME)
Interest expense 186,636 168,319 155,734 146,936 142,553
Allowance for equity funds used during
construction (20,825) (30,159) (23,000) (16,699) (13,412)
Loss on extinguishment of debt 29,205 — — — —
Other income (1,103) (1,038) (2,401) (2,881) (2,340)
Other expense 4,511 6,571 4,218 3,962 2,588
Total other expenses (income) 198,424 143,693 134,551 131,318 129,389
INCOME BEFORE INCOME TAXES 394,405 352,368 296,508 266,434 227,932
INCOME TAX PROVISION 150,322 118,862 108,632 94,749 82,254
NET INCOME $ 244,083 $ 233,506 $ 187,876 $ 171,685 $ 145,678
Basic earnings per share (d) $ 156 $ 149 % 122 % 112 % 0.96
Diluted earnings per share (d) $ 154 % 147 % 120 $ 110 $ 0.95
Dividends declared per share (d) $ 0.610 $ 0535 $ 0.487 $ 0.458 $ 0.437
ITC Holdings and Subsidiaries
As of December 31,
(In thousands) 2014 2013 2012 2011 2010
BALANCE SHEET DATA:
Cash and cash equivalents $ 27,741 $ 34,275 % 26,187 $ 58,344 $ 95,109
Working capital (deficit) (276,198) (307,841) (805,085) (1213,939) 69,338
Property, plant and equipment — net 5,496,875 4,846,526 4,134,579 3,415,823 2,872,277
Goodwill 950,163 950,163 950,163 950,163 950,163
Total assets 6,974,089 6,282,243 5,564,809 4,823,366 4,307,873
Debt:
ITC Holdings 2,135,244 1,881,918 1,689,619 1,459,599 1,459,178
Regulated Operating Subsidiaries 1,968,342 1,730,194 1,457,608 1,185,423 1,037,718
Total debt 4,103,586 3,612,112 3,147,227 2,645,022 2,496,896
Total stockholders’ equity $ 1669557 $ 1,613,732 $ 1,414,855 $ 1,258,892 $ 1,117,433

ITC Holdings and Subsidiaries
Year Ended December 31,
(In thousands) 2014 2013 2012 2011 2010
CASH FLOWS DATA:




Expenditures for property, plant and equipment  $ 733,145 $ 821,588 $ 802,763 $ 556,931 $ 388,401
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(a) During 2014, we recognized an aggregate estimated regulatory liability for the potential refunds relating to the rate of return on
equity and capital structure complaint as described in Note 16 to the consolidated financial statements, which resulted in a
reduction in operating revenues of $46.9 million .

(b) During 2012, we initially recognized the FERC audit refund liability, which resulted in a reduction in operating revenues of $11.0
million . See Note 16 to the consolidated financial statements for discussion on the FERC audit refund.

(c) During 2014, 2013, 2012 and 2011, we expensed external legal, advisory and financial services fees of $0.4 million , $43.1
million , $19.4 million and $7.0 million , respectively, relating to the Entergy Transaction recorded within general and
administrative expenses as discussed in Note 17 to the consolidated financial statements.

(d) Per share data reflect the three-for-one stock split that occurred on February 28, 2014. See further discussion on the stock split
in Note 13 to the consolidated financial statements.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF

OPERATIONS.

Safe Harbor Statement Under The Private Securities  Litigation Reform Act of 1995

Our reports, filings and other public announcements contain certain statements that describe our management's beliefs
concerning future business conditions, plans and prospects, growth opportunities and the outlook for our business and the electric
transmission industry based upon information currently available. Such statements are “forward-looking” statements within the
meaning of the Private Securities Litigation Reform Act of 1995. Wherever possible, we have identified these forward-looking
statements by words such as “will,” “may,” “anticipates,” “believes,” “intends,” “estimates,” “expects,” “projects” and similar phrases.
These forward-looking statements are based upon assumptions our management believes are reasonable. Such forward-looking
statements are subject to risks and uncertainties which could cause our actual results, performance and achievements to differ
materially from those expressed in, or implied by, these statements, including, among others, the risks and uncertainties listed in
this report under “Item 1A Risk Factors” and in our other reports filed with the SEC from time to time.

" ou ” o ” o " ow ” o

Because our forward-looking statements are based on estimates and assumptions that are subject to significant business,
economic and competitive uncertainties, many of which are beyond our control or are subject to change, actual results could be
materially different and any or all of our forward-looking statements may turn out to be wrong. Forward-looking statements speak
only as of the date made and can be affected by assumptions we might make or by known or unknown risks and uncertainties.
Many factors mentioned in our discussion in this report will be important in determining future results. Consequently, we cannot
assure you that our expectations or forecasts expressed in such forward-looking statements will be achieved. Except as required by
law, we undertake no obligation to publicly update any of our forward-looking or other statements, whether as a result of new
information, future events, or otherwise.

Overview

Through our Regulated Operating Subsidiaries, we operate high-voltage systems in Michigan’s Lower Peninsula and portions of
lowa, Minnesota, lllinois, Missouri, Kansas and Oklahoma that transmit electricity from generating stations to local distribution
facilities connected to our systems. Our business strategy is to operate, maintain and invest in transmission infrastructure in order
to enhance system integrity and reliability, to reduce transmission constraints and to upgrade the transmission networks to support
new generating resources interconnecting to our transmission systems. We also are pursuing development projects not within our
existing systems, which are likewise intended to improve overall grid reliability, reduce transmission constraints and facilitate
interconnections of new generating resources, as well as enhance competitive wholesale electricity markets.

As electric transmission utilities with rates regulated by the FERC, our Regulated Operating Subsidiaries earn revenues through
tariff rates charged for the use of their electric transmission systems by our customers, which include investor-owned utilities,
municipalities, cooperatives, power marketers and alternative energy suppliers. As independent transmission companies, our
Regulated Operating Subsidiaries are subject to rate regulation only by the FERC. The rates charged by our Regulated Operating
Subsidiaries are established using cost-based formula
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rate templates, as discussed in “Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Cost-Based Formula Rates with True-Up Mechanism.”

Our Regulated Operating Subsidiaries’ primary operating responsibilities include maintaining, improving and expanding their
transmission systems to meet their customers’ ongoing needs, scheduling outages on system elements to allow for maintenance
and construction, maintaining appropriate system voltages and monitoring flows over transmission lines and other facilities to
ensure physical limits are not exceeded.

We derive nearly all of our revenues from providing electric transmission service over our Regulated Operating Subsidiaries’
transmission systems to investor-owned utilities such as DTE Electric, Consumers Energy and IP&L, and to other entities such as
alternative electricity suppliers, power marketers and other wholesale customers that provide electricity to end-use consumers and
from transaction-based capacity reservations on our transmission systems.

Significant recent matters that influenced our financial position and results of operations and cash flows for the year ended
December 31, 2014 or may affect future results include:

« Our capital investments of $793.5 million at our Regulated Operating Subsidiaries ( $252.3 million , $126.4 million , $286.3
million and $128.5 million at ITCTransmission, METC, ITC Midwest and ITC Great Plains, respectively) for the year ended
December 31, 2014 , resulting primarily from our focus on improving system reliability, increasing system capacity and
upgrading the transmission network to support new generating resources;

» Debt issuances as described in Note 8 to the consolidated financial statements and borrowings under our revolving and term
loan credit agreements in 2014 and 2013 to fund capital investment at our Regulated Operating Subsidiaries, resulting in
higher interest expense;

» Debt maturing within one year and the interest rates associated with the additional financing required as discussed in Note 8
to the consolidated financial statements;

 Loss on extinguishment of debt of $29.2 million related to the tender of ITC Holdings Senior Notes as described in Note 8 to
the consolidated financial statements;

» Recognition of estimated contingent liability of $47.8 million for the potential refunds, including interest, relating to the rate of
return on equity and capital structure complaint as described in Note 16 to the consolidated financial statements; and

* Repurchases of common stock of $130.0 million during 2014 under the ASR program as described in Note 13 to the
consolidated financial statements.

These items are discussed in more detail throughout Management’s Discussion and Analysis of Financial Condition and Results
of Operations.

Cost-Based Formula Rates with True-Up Mechanism

Our Regulated Operating Subsidiaries calculate their revenue requirements using cost-based formula rate templates and are
effective without the need to file rate cases with the FERC, although the rates are subject to legal challenge at the FERC. Under
their cost-based formula rate templates, each of our Regulated Operating Subsidiaries separately calculates a revenue requirement
based on financial information specific to each company. The calculation of projected revenue requirement for a future period is
used to establish the transmission rate used for billing purposes. The calculation of actual revenue requirements for a historic
period is used to calculate the amount of revenues recognized in that period and to calculate the over- or under-collection for that
period.

Under these formula rate templates, our Regulated Operating Subsidiaries recover expenses and earn a return on and recover
investments in property, plant and equipment on a current rather than a lagging basis. The formula rate templates for a given year
initially utilize forecasted expenses, property, plant and equipment, point-to-point revenues, network load at our MISO Regulated
Operating Subsidiaries and other items for the upcoming calendar year to establish projected revenue requirements for each of our
Regulated Operating Subsidiaries that are used as the basis for billing for service on their systems from January 1 to December 31
of that year. Our cost-based formula rate templates include a true-up mechanism, whereby our Regulated Operating Subsidiaries
compare their actual revenue requirements to their billed revenues for each year to determine any over- or under-collection of
revenue. The over- or under-collection typically results from differences between the projected revenue
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requirement used as the basis for billing and actual revenue requirement at each of our Regulated Operating Subsidiaries, or from
differences between actual and projected monthly peak loads at our MISO Regulated Operating Subsidiaries. In the event billed
revenues in a given year are more or less than actual revenue requirements, which are calculated primarily using information from
that year's FERC Form No. 1, our Regulated Operating Subsidiaries will refund or collect additional revenues, with interest, within a
two-year period such that customers pay only the amounts that correspond to actual revenue requirements for that given period.
This annual true-up ensures that our Regulated Operating Subsidiaries recover their allowed costs and earn their allowed returns.

Illustration of Formula Rate Setting

Line Item Instructions Amount
1 |Rate base (a) $ 1,000,000
2 |Multiply by 13-month weighted average cost of capital (b) 9.43%
3 |Allowed return on rate base (Line 1 x Line 2) $ 94,300
4 |Recoverable operating expenses (including depreciation and amortization) $ 150,000
5 |Income taxes 50,000
6 |Gross revenue requirement (Line 3 + Line 4 + Line 5) $ 294,300

(a) Consists primarily of in-service property, plant and equipment, net of accumulated depreciation.

(b) The weighted average cost of capital for purposes of this illustration is calculated as follows:

Weighted
Average
Percentage of Cost of
Total Capitalization Cost of Capital Capital
Debt 40.00% 5.00% = 2.00%
Equity 60.00% 12.38% = 7.43%

100.00% 9.43%

Revenue Accruals and Deferrals — Effects of Monthly Peak Loads

For our MISO Regulated Operating Subsidiaries, monthly peak loads are used for billing network revenues, which currently is
the largest component of our operating revenues. One of the primary factors that impacts the revenue accruals and deferrals at our
MISO Regulated Operating Subsidiaries is actual monthly peak loads experienced as compared to those forecasted in establishing
the annual network transmission rate. Under their cost-based formula rates that contain a true-up mechanism, our Regulated
Operating Subsidiaries accrue or defer revenues to the extent that their actual revenue requirement for the reporting period is
higher or lower, respectively, than the amounts billed relating to that reporting period. Although monthly peak loads do not impact
operating revenues recognized, network load affects the timing of our cash flows from transmission service. The monthly peak load
of our MISO Regulated Operating Subsidiaries is affected by many variables, but is generally impacted by weather and economic
conditions and is seasonally shaped with higher load in the summer months when cooling demand is higher.

ITC Great Plains does not receive revenue based on a peak load or a dollar amount per kW each month and therefore peak
load does not have a seasonal effect on operating cash flows. The SPP tariff applicable to ITC Great Plains is billed ratably each
month based on its annual projected revenue requirement posted annually by SPP.

Capital Investment and Operating Results Trends

We expect a general trend of increases in revenues and earnings for our Regulated Operating Subsidiaries over the long term.
The primary factor that is expected to continue to increase our actual revenue requirements in future years is increased rate base
that would result from our anticipated capital investment, in excess of depreciation, from our Regulated Operating Subsidiaries’
long-term capital investment programs to improve reliability, increase system capacity and upgrade the transmission network to
support new generating resources. In addition, our capital investment efforts relating to development initiatives are based on
establishing an ongoing
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pipeline of projects that would position us for long-term growth. Investments in property, plant and equipment, when placed in
service upon completion of a capital project, are added to the rate base of our Regulated Operating Subsidiaries.

Our Regulated Operating Subsidiaries strive for high reliability of their systems and to improve system accessibility for all
generation resources. The FERC requires compliance with certain reliability standards and may take enforcement actions against
violators, including fines of up to $1.0 million per day. NERC is responsible for developing and enforcing these mandatory reliability
standards. We continually assess our transmission systems against standards established by NERC, as well as the standards of
applicable regional entities under NERC that have been delegated certain authority for the purpose of proposing and enforcing
reliability standards. We believe we meet the applicable standards in all material respects, although further investment in our
transmission systems and an increase in maintenance activities will likely be needed to maintain compliance, improve reliability and
address any new standards that may be promulgated.

We also assess our transmission systems against our own planning criteria that are filed annually with the FERC. Based on our
planning studies, we see needs to make capital investments to (1) rebuild existing property, plant and equipment; (2) upgrade the
system to address demographic changes that have impacted transmission load and the changing role that transmission plays in
meeting the needs of the wholesale market, including accommodating the siting of new generation or to increase import capacity to
meet changes in peak electrical demand; (3) relieve congestion in the transmission systems; and (4) achieve state and federal
policy goals, such as renewable generation portfolio standards. The following table shows our expected and actual capital
investment for each of the Regulated Operating Subsidiaries and our development initiatives:

Actual Capital Forecasted Capital
Long-term Capital Investment for the Investment for the
Investment Program Year Ended Year Ending
Source of Investment 2014-2018 December 31, 2014 (a) December 31, 2015
(In millions)

ITCTransmission $ 647 $ 252.3 $170 — 200
METC 546 126.4 150 — 170
ITC Midwest (b) 1,991 286.3 380 — 405
ITC Great Plains 194 128.5 10—25
Development and other (c) 1,122 0.5 0—10
Total $ 4500 $ 794.0 $710 — 810

(a) Capital investment amounts differ from cash expenditures for property, plant and equipment included in our consolidated
statements of cash flows due in part to differences in construction costs incurred compared to cash paid during that period, as
well as payments for major equipment inventory that are included in cash expenditures but not included in capital investment
until transferred to construction work in progress, among other factors.

(b) ITC Midwest's investment program includes the 2011 MISO MVPs as discussed below under “Capital Project Updates and
Other Recent Developments — North Central Region Development.”

(c) Referto “Item 1 Business — Development of Business — Development Projects” for discussion on our development projects.

Investments in property, plant and equipment could vary due to, among other things, the impact of actual loads, forecasted
loads, regional economic conditions, weather conditions, union strikes, labor shortages, material and equipment prices and
availability, our ability to obtain any necessary financing for such expenditures, limitations on the amount of construction that can be
undertaken on our systems at any one time, regulatory approvals for reasons relating to rate construct, environmental, siting,
regional planning, cost recovery or other issues or as a result of legal proceedings and variances between estimated and actual
costs of construction contracts awarded. In addition, investments in transmission network upgrades for generator interconnection
projects could change from prior estimates significantly due to changes in the MISO queue for generation projects and other factors
beyond our control.
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Capital Project Updates and Other Recent Developmen ts
Thumb Loop Project

The Thumb Loop Project, an additional MVP, is located in ITCTransmission’s region and consists of a 140-mile, double-circuit
345 kV transmission line and related substations that will serve as the backbone of the transmission system needed to
accommodate future wind development projects in the Michigan counties of Tuscola, Huron, Sanilac and St. Clair. Construction
activities commenced for the Thumb Loop Project in 2012. Phase 1 of the Thumb Loop Project, consisting of 62 miles of 345 kV
transmission facilities has been placed into service. Phase 2, consisting of approximately 20 miles, was placed into service in May
2014. Through December 31, 2014 , ITCTransmission has invested $465.8 million in the Thumb Loop Project. We estimate
ITCTransmission will invest a total of approximately $510 million in the project, which is currently anticipated to be completed in
2015.

ITC Great Plains
Kansas V-Plan Project

The Kansas V-Plan Project is a 200-mile transmission line that runs between Spearville and Wichita, Kansas. ITC Great Plains
was responsible for constructing an approximately 120 mile portion of the project from Spearville to Medicine Lodge, Kansas. ITC
Great Plains commenced construction during 2012 and the project was placed in-service in 2014. Through December 31, 2014 ,
ITC Great Plains invested $315.0 million in the Kansas V-Plan Project and does not expect the remaining investment to be material.

Regulatory Assets

As of December 31, 2014 , we have recorded approximately $14.1 million of regulatory assets for start-up, development and
pre-construction expenses, including associated interest carrying charges, incurred by ITC Great Plains, which include certain costs
incurred for the KETA and the Kansas V-Plan Projects prior to construction. Based on ITC Great Plains’ FERC application under
which authority to recognize these regulatory assets was sought and the related FERC order granting such authority, ITC Great
Plains made a filing with the FERC under Section 205 of the FPA in May 2013 to recover these start-up, development and pre-
construction expenses, including associated carrying charges, in future rates. If FERC authorization is received, ITC Great Plains
will include the unamortized balance of the regulatory assets in its rate base and will amortize them over a 10 -year period
beginning at the later of the project in-service date or the FERC authorization date.

North Central Region Development

In December 2011, MISO approved a portfolio of MVPs which includes portions of four MVPs that we will construct, own and
operate. The four MVPs are located in south central Minnesota, northern and southeast lowa, southwest Wisconsin, and northeast
Missouri and will be constructed by ITC Midwest. We currently estimate we will invest approximately $800 million in our portions of
the MVPs from 2014 through 2018.

Development Bonuses

During 2014 , 2013 and 2012 , we recognized general and administrative expenses of $2.7 million , $3.4 million and $2.9
million , respectively, for bonuses for certain development projects, including the successful completion of certain milestones
relating to projects at ITC Great Plains. Development-related bonuses may be authorized and awarded in the future related to
development projects.

Rate of Return on Equity and Capital Structure Comp  laint

In November 2013, certain parties filed a joint complaint with the FERC under Section 206 of the FPA (the “Complaint”),
requesting that the FERC find the current 12.38% MISO regional base ROE rate for all MISO TOs, including ITCTransmission,
METC and ITC Midwest to no longer be just and reasonable. The complainants sought a FERC order reducing the regional base
ROE rate used in our MISO Regulated Operating Subsidiaries’ formula transmission rates to 9.15%, reducing the equity component
of our capital structure from the FERC approved 60% to 50% and terminating the ROE adders currently approved for certain ITC
Holdings operating companies, including adders currently utilized by ITCTransmission and METC.

We believe that the current ROE encourages transmission investment and offsets the burdens associated with maintaining the
independent transmission business model and RTO membership. ITCTransmission, METC and ITC Midwest filed responses during
the first quarter of 2014, separately and together with other MISO TOs, that
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seek dismissal of the Complaint for its failure to satisfy the requirements of FPA Section 206 and the FERC’s accompanying Rules,
or denial of the Complaint on the merits, with prejudice.

On October 16, 2014, FERC granted the complainants’ request in part by setting the MISO regional base ROE rate for hearing
and settlement procedures, while denying all other aspects of the Complaint. FERC found the complainants failed to show that the
use of actual or FERC-approved capital structures that include more than 50% equity are unjust and unreasonable. FERC also
denied the request to terminate ITCTransmission’s and METC’s ROE incentives. The order again reiterates that any TO'’s total
ROE rate is limited by the top end of a zone of reasonableness and the TO’s ability to implement the full amount of previously
granted ROE adders may be affected by the outcome of the hearing. FERC set the refund effective date as November 12, 2013.

During the fourth quarter of 2014, the MISO TOs engaged in the ordered FERC settlement procedures with the complainants but
were not able to reach resolution. On January 5, 2015, the Chief Judge issued an order which terminated settlement procedures
and set the matter for hearing. The order established a schedule for the proceeding for a hearing within 32 weeks of the order and
an initial decision within 47 weeks of the order. We expect FERC to establish a new base ROE rate to determine any refund liability
for the period of November 12, 2013 through February 11, 2015 (the “Initial Refund Period”). The new base ROE rate as well as
any ROE adders, subject to the limitations of the top end of any zone of reasonableness that is established, are expected to be
used to calculate the refund liability for the Initial Refund Period.

We believe it is probable that a refund will be required for the Initial Refund Period, and the estimated range of refunds is
expected to be from $47.8 million to $88.1 million for the period from November 12, 2013 through December 31, 2014 . During the
fourth quarter of 2014, ITCTransmission, METC, and ITC Midwest recorded an aggregate estimated regulatory liability of $47.8
million for the potential refunds as of December 31, 2014 , as there is no best estimate within the range of refunds. This amount has
been recorded as a reduction of revenues of $46.9 million and an increase in interest expense of $0.9 million in the consolidated
statements of operations, and resulted in an estimated after-tax reduction of net income of $28.9 million for the year ended
December 31, 2014 . Based on the estimated range of refunds identified above, we believe that it is reasonably possible that this
matter could result in an additional pre-tax refund of up to $40.3 million (or a $24.4 million after-tax reduction of net income) in
excess of the amount recorded as of December 31, 2014 . It is also possible the outcome of this matter could differ from the
estimated range of losses and materially affect our results of operations due to the uncertainty of the calculation of an authorized
ROE rate along with the zone of reasonableness under the newly adopted two-step DCF methodology, which is subject to
significant discretion by the FERC.

In a separate but related matter, in November 2014, METC, ITC Midwest and other MISO TOs filed a request with FERC under
FPA Section 205 for authority to include a 50 basis point incentive adder for RTO patrticipation in each of the TOs’ formula rates. On
January 5, 2015, FERC approved the use of this incentive adder, effective January 6, 2015. These adders would be applied to
METC'’s and ITC Midwest's base ROE rates in establishing their total authorized ROE rates, subject to the limitations of the top end
of any zone of reasonableness that is established. Additionally, on January 30, 2015, ITC Midwest filed a request with FERC under
FPA Section 205 for authority to include a 100 basis point incentive adder for independent transmission ownership, which is
currently authorized for ITCTransmission and METC. Finally, on February 12, 2015, an additional complaint was filed under Section
206 of the FPA seeking a FERC order reducing the regional base ROE rate used in our MISO Regulated Operating Subsidiaries’
formula transmission rates to 8.67%, to be effective for the period beginning February 12, 2015.

Stock Split

On February 6, 2014, our board of directors declared a three-for-one split of our common stock that occurred on February 28,
2014. The share and per share data in this Form 10-K reflect this stock split. See further discussion in Note 13 to the consolidated
financial statements.

Significant Components of Results of Operations
Revenues

We derive nearly all of our revenues from providing transmission, scheduling, control and dispatch services and other related
services over our Regulated Operating Subsidiaries’ transmission systems to DTE Electric, Consumers Energy, IP&L and to other
entities such as alternative electricity suppliers, power marketers and other wholesale customers that provide electricity to end-use
consumers and from transaction-based capacity
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reservations on our transmission systems. MISO and SPP are responsible for billing and collecting the majority of transmission
service revenues. As the billing agent for our Regulated Operating Subsidiaries, MISO and SPP collect fees for the use of our
transmission systems, invoicing DTE Electric, Consumers Energy, IP&L and other customers on a monthly basis.

Network Revenues are generated from network customers for their use of our electric transmission systems and consist of both
billed network revenues and accrued or deferred revenues as a result of our accounting under our cost-based formula rates that
contain a true-up mechanism. Refer to “ltem 7 Management's Discussion and Analysis of Financial Condition and Results of
Operations — Critical Accounting Policies — Revenue Recognition under Cost-Based Formula Rates with True-Up Mechanisms”
for a discussion of revenue recognition relating to network revenues. The monthly network revenues billed to customers using the
transmission facilities of our MISO Regulated Operating Subsidiaries are the result of a calculation which can be simplified into the
following:

(1) multiply the network load measured in kW achieved during the one hour of monthly peak usage for our transmission
systems by the appropriate monthly tariff rate by 12 by the number of days in that month; and

(2) divide the result by 365.

Network revenues from ITC Great Plains include the annual revenue requirements specific to projects that are charged
exclusively within one pricing zone within SPP or are classified as direct assigned network upgrades under the SPP tariff and
contain a true-up mechanism. Our annual projected project revenue requirements at ITC Great Plains are billed ratably each month
and therefore peak usage does not impact its billed network transmission revenues.

Point-to-Point Revenues consist of revenues generated from a type of transmission service for which the customer pays for
transmission capacity reserved along a specified path between two points on an hourly, daily, weekly or monthly basis. Point-to-
point revenues also include other components pursuant to schedules under the MISO and SPP transmission tariffs. Point-to-point
revenues are treated as a revenue credit to network or regional customers and are a reduction to gross revenue requirement when
calculating net revenue requirement under our cost-based formula rates.

Regional Cost Sharing Revenues are generated from transmission customers throughout RTO regions for their use of our
MISO Regulated Operating Subsidiaries’ network upgrade projects that are eligible for regional cost sharing under provisions of the
MISO tariff, including MVP projects such as the Thumb Loop Project. Regional cost sharing revenue also includes revenues
collected by transmission customers from other RTOs outside of MISO to allocate costs of certain transmission plant investments.
Additionally, certain projects at ITC Great Plains are eligible for recovery through a region-wide charge under provisions of the SPP
tariff. Regional cost sharing revenues consist of both billed regional cost sharing revenues and accrued or deferred revenues as a
result of our accounting under our cost-based formula rates that contain a true-up mechanism. The amount of the regional cost
sharing revenue accruals (deferrals) is estimated for each reporting period until such time as the regional cost sharing formula rate
templates based on actual costs are completed for each of our Regulated Operating Subsidiaries during the following year. A
portion of regional cost sharing revenues is not subject to a direct true-up but instead is treated as a revenue credit to regional or
network customers and is a reduction to gross revenue requirement when calculating net revenue requirement under our cost-
based formula rates.

Scheduling, Control and Dispatch Revenues are allocated to our MISO Regulated Operating Subsidiaries by MISO as
compensation for the services performed in operating the transmission system. Such services include monitoring of reliability data,
current and next day analysis, implementation of emergency procedures and outage coordination and switching. Beginning in 2013,
certain scheduling, control and dispatch revenues became subject to a true-up mechanism at our MISO Regulated Operating
Subsidiaries that ensures that our MISO Regulated Operating Subsidiaries recover their allowed costs.

Other Revenues consist of rental revenues, easement revenues, revenues relating to utilization of jointly owned assets under
our transmission ownership and operating agreements and amounts from providing ancillary services to customers. The majority of
other revenues are treated as a revenue credit and are a reduction to gross revenue requirement when calculating net revenue
requirement under our cost-based formula rates.
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Operating Expenses

Operation and Maintenance Expenses consist primarily of the costs of contractors to operate and maintain our transmission
systems and costs for our personnel involved in operation and maintenance activities.

Operation expenses include activities related to control area operations, which involve balancing loads and generation and
transmission system operations activities, including monitoring the status of our transmission lines and stations. Rental expenses
relating to land easements, including METC’s Easement Agreement, are also recorded within operation expenses.

Maintenance expenses include preventive or planned maintenance, such as vegetation management, tower painting and
equipment inspections, as well as reactive maintenance for equipment failures.

General and Administrative Expenses  consist primarily of costs for personnel in our legal, information technology, finance,
regulatory, human resources and business development organizations, general office expenses and fees for professional services.
Professional services are principally composed of outside legal, consulting, audit and information technology services.

Depreciation and Amortization Expenses  consist primarily of depreciation of property, plant and equipment using the straight-
line method of accounting. Additionally, this consists of amortization of various regulatory and intangible assets.

Taxes Other than Income Taxes consist primarily of property taxes and payroll taxes.
Other Items of Income or Expense

Interest Expense consists primarily of interest on debt at ITC Holdings and our Regulated Operating Subsidiaries. Additionally,
the amortization of debt financing expenses is recorded to interest expense. An allowance for borrowed funds used during
construction is included in property, plant and equipment accounts and is a reduction to interest expense. The amortization of gains
and losses on settled and terminated derivative financial instruments is also recorded to interest expense.

Allowance for Equity Funds Used During Construction (“AFUDC equity”) is recorded as an item of other income and is
included in property, plant and equipment accounts. The allowance represents a return on equity at our Regulated Operating
Subsidiaries used for construction purposes in accordance with FERC regulations. The capitalization rate applied to the
construction work in progress balance is based on the proportion of equity to total capital (which currently includes equity and long-
term debt) and the allowed return on equity for our Regulated Operating Subsidiaries.

Income Tax Provision

Income tax provision consists of current and deferred federal and state income taxes.
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Results of Operations

The following table summarizes historical operating results for the periods indicated:

Year Ended Percentage Year Ended Percentage
December 31, Increase Increase December 31, Increase Increase
(In thousands) 2014 2013 (Decrease) (Decrease) 2012 (Decrease) (Decrease)
OPERATING REVENUES $ 1,023,048 $ 941272 $ 81,776 8.7% $ 830,535 $ 110,737 13.3%
OPERATING EXPENSES
Operation and maintenance 111,623 112,821 (2,198) (1.1)% 121,941 (9,120) (7.5)%
General and administrative 115,031 149,109 (34,078) (22.9)% 112,091 37,018 33.0%
Depreciation and amortization 128,036 118,596 9,440 8.0% 106,512 12,084 11.3%
Taxes other than income taxes 76,534 65,824 10,710 16.3% 59,701 6,123 10.3%
Other operating income and expenses — net (2,005) (1,139) 134 (11.8)% (769) (370) 48.1%
Total operating expenses 430,219 445,211 (14,992) 3.4)% 399,476 45,735 11.4%
OPERATING INCOME 592,829 496,061 96,768 19.5% 431,059 65,002 15.1%
OTHER EXPENSES (INCOME)
Interest expense 186,636 168,319 18,317 10.9% 155,734 12,585 8.1%
Allowance for equity funds used during
construction (20,825) (30,159) 9,334 (30.9)% (23,000) (7,159) 31.1%
Loss on extinguishment of debt 29,205 — 29,205 n/a — — n/a
Other income (1,103) (1,038) (65) 6.3% (2,401) 1,363 (56.8)%
Other expense 4,511 6,571 (2,060) (31.3)% 4,218 2,353 55.8%
Total other expenses (income) 198,424 143,693 54,731 38.1% 134,551 9,142 6.8%
INCOME BEFORE INCOME TAXES 394,405 352,368 42,037 11.9% 296,508 55,860 18.8%
INCOME TAX PROVISION 150,322 118,862 31,460 26.5% 108,632 10,230 9.4%
NET INCOME $ 244083 $ 233506 $ 10,577 4.5% $ 187,876 $ 45,630 24.3%
Operating Revenues
Year ended December 31, 2014 compared to year ended December 31, 2013
The following table sets forth the components of and changes in operating revenues:
Percentage
2014 2013 Increase Increase
(In thousands) Amount Percentage Amount Percentage (Decrease) (Decrease)
Network revenues $ 763,954 747% $ 726,161 77.1% $ 37,793 5.2%
Regional cost sharing revenues 265,294 25.9 % 177,364 18.8% 87,930 49.6%
Point-to-point 17,788 1.7 % 17,312 1.8% 476 2.7%
Scheduling, control and dispatch 12,466 1.2% 12,226 1.3% 240 2.0%
Other 10,456 1.0% 8,209 1.0% 2,247 27.4%
Recognition of contingent liability for
return on equity complaint (46,910) (4.5)% — —% (46,910) n/a
Total $ 1,023,048 100.0% $ 941,272 100.0% $ 81,776 8.7%

Network revenues increased due primarily to higher net revenue requirements at our Regulated Operating Subsidiaries during
the year ended December 31, 2014 as compared to 2013 . Higher net revenue requirements were due primarily to higher rate

bases associated with higher balances of property, plant and equipment in-service in 2014 .

Regional cost sharing revenues increased due primarily to additional capital projects that have been identified by MISO and SPP
as eligible for regional cost sharing and these projects being placed in-service.

The recognition of the estimated contingent liability for potential refunds relating to the return on equity complaint resulted in a
reduction to operating revenues of $46.9 million during the fourth quarter of 2014 as described in
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Note 16 to the consolidated financial statements. We are not able to estimate whether any required refunds would be applied to all
components of revenues listed in the table above or only certain components.

Operating revenues for the years ended December 31, 2014 and 2013 include revenue accruals and deferrals as described in
Note 4 to the consolidated financial statements.

Year ended December 31, 2013 compared to year ended December 31, 2012

The following table sets forth the components of and changes in operating revenues:

Percentage
2013 2012 Increase Increase

(In thousands) Amount Percentage Amount Percentage (Decrease) (Decrease)
Network revenues $ 726,161 77.1% $ 669,048 80.6% $ 57,113 85%
Regional cost sharing revenues 177,364 18.8% 122,626 14.8% 54,738 44.6 %
Point-to-point 17,312 1.8% 17,439 2.1% (127) (0.7)%
Scheduling, control and dispatch 12,226 1.3% 15,077 1.8% (2,851) (18.9)%
Other 8,209 1.0% 6,345 0.7% 1,864 29.4 %
Total $ 941,272 100.0% $ 830,535 100.0% $ 110,737 13.3 %

Network revenues increased due primarily to higher net revenue requirements at our Regulated Operating Subsidiaries during
the year ended December 31, 2013 as compared to 2012. Higher net revenue requirements were due primarily to higher rate bases
associated with higher balances of property, plant and equipment in-service in 2013 and lower revenues in 2012 resulting from the
initial recognition of the FERC audit refund as described in Note 16 to the consolidated financial statements.

Regional cost sharing revenues increased due primarily to additional capital projects that have been identified by MISO as
eligible for regional cost sharing and these projects being placed in-service.

Scheduling, control and dispatch revenues decreased due primarily to the true-up mechanism initially implemented in 2013.

Operating revenues for the years ended December 31, 2013 and 2012 include revenue accruals and deferrals as described in
Note 4 to the consolidated financial statements.

Operating Expenses
Operation and maintenance expenses
Year ended December 31, 2014 compared to year ended December 31, 2013
Operation and maintenance expenses decreased due primarily to lower vegetation management requirements of $1.4 million .
Year ended December 31, 2013 compared to year ended December 31, 2012

Operation and maintenance expenses decreased due to lower vegetation management requirements of $4.8 million , lower
NERC compliance activities associated with surveying transmission overhead lines of $2.8 million and lower expenses associated
with overhead line maintenance activities of $1.5 million .

General and administrative expenses
Year ended December 31, 2014 compared to year ended December 31, 2013

General and administrative expenses decreased by $42.7 million due to legal, advisory and financial services fees incurred in
the prior period relating to the terminated Entergy Transaction. The decrease was partially offset by higher professional services
such as legal, advisory and financial services fees primarily for various development initiatives of $8.2 million unrelated to the
Entergy Transaction .

Year ended December 31, 2013 compared to year ended December 31, 2012

General and administrative expenses increased by $23.7 million due to higher legal, advisory and financial services fees for the
Entergy Transaction, $6.7 million due to higher compensation-related expenses primarily for personnel additions and $3.2 million
due to an increase in other professional services such as legal, advisory and financial services fees.
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Depreciation and amortization expenses
Year ended December 31, 2014 compared to year ended December 31, 2013

Depreciation and amortization expenses increased due primarily to a higher depreciable base resulting from property, plant and
equipment in-service additions.

Year ended December 31, 2013 compared to year ended December 31, 2012

Depreciation and amortization expenses increased due primarily to a higher depreciable base resulting from property, plant and
equipment in-service additions.

Taxes other than income taxes
Year ended December 31, 2014 compared to year ended December 31, 2013

Taxes other than income taxes increased due to higher property tax expenses primarily due to our Regulated Operating
Subsidiaries’ 2013 capital additions, which are included in the assessments for 2014 property taxes.

Year ended December 31, 2013 compared to year ended December 31, 2012

Taxes other than income taxes increased due to higher property tax expenses primarily due to our Regulated Operating
Subsidiaries’ 2012 capital additions, which are included in the assessments for 2013 property taxes.

Other expenses (income)
Year ended December 31, 2014 compared to year ended December 31, 2013

Interest expense increased primarily due to interest associated with the long-term debt issuances at ITC Holdings and the
Regulated Operating Subsidiaries which were used for refinancing of current debt maturities and general corporate purposes as
described in Note 8 to the consolidated financial statements.

AFUDC equity decreased due primarily to lower balances of construction work in progress eligible for AFUDC during the period.

The loss on extinguishment of debt in 2014 related to the tender and retirement of $115.6 million of the 5.875% ITC Holdings
Senior Notes and $54.7 million of the 6.375% ITC Holdings Senior Notes as described in Note 8 to the consolidated financial
statements.

Year ended December 31, 2013 compared to year ended December 31, 2012

Interest expense increased primarily due to interest associated with the long-term debt issuances at ITC Holdings and the
Regulated Operating Subsidiaries which were used for refinancing of current debt maturities and general corporate purposes as
described in Note 8 to the consolidated financial statements.

AFUDC equity increased due primarily to higher balances of construction work in progress eligible for AFUDC during the period.

Other income decreased and other expense increased primarily due to the gain recognized in other income for the investments
held for the supplemental benefit plans in 2012 and the loss recognized in other expense for such investments in 2013. See further
discussion in Note 11 to the consolidated financial statements.

Income Tax Provision
Year ended December 31, 2014 compared to year ended December 31, 2013

Our effective tax rates for the years ended December 31, 2014 and 2013 are 38.1% and 33.7% , respectively. Our effective tax
rate differs from our 35% statutory federal income tax rate due primarily to state income taxes as well as the tax effects of AFUDC
equity. The amount of income tax expense relating to AFUDC equity is recognized as a regulatory asset and not included in the
income tax provision. Additionally, during the fourth quarter of 2013, due to the cancellation of the Entergy Transaction, we
recognized tax benefits for expenses that were previously deemed non-deductible for tax purposes, including a decrease to the tax
provision of $5.6 million for expenses that were incurred in 2012 and 2011.
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Year ended December 31, 2013 compared to year ended December 31, 2012

Our effective tax rates for the years ended December 31, 2013 and 2012 are 33.7% and 36.6% , respectively. Our effective tax
rate differs from our 35% statutory federal income tax rate due primarily to state income taxes as well as the tax effects of AFUDC
equity. The amount of income tax expense relating to AFUDC equity is recognized as a regulatory asset and not included in the
income tax provision. Additionally, during the fourth quarter of 2013, due to the cancellation of the Entergy Transaction, we
recognized tax benefits for expenses that were previously deemed non-deductible for tax purposes, including a decrease to the tax
provision of $5.6 million for expenses that were incurred in 2012 and 2011.

Liquidity and Capital Resources

We expect to maintain our approach to fund our future capital requirements with cash from operations at our Regulated
Operating Subsidiaries, our existing cash and cash equivalents and amounts available under our revolving credit agreements (the
terms of which are described in Note 8 to the consolidated financial statements). In addition, we may from time to time secure debt
and equity funding in the capital markets, although we can provide no assurance that we will be able to obtain financing on
favorable terms or at all. As market conditions warrant, we may also from time to time repurchase debt or equity securities issued
by us, in the open market, in privately negotiated transactions, by tender offer or otherwise. We expect that our capital requirements
will arise principally from our need to:

» Fund capital expenditures at our Regulated Operating Subsidiaries. Our plans with regard to property, plant and equipment
investments are described in detail above under “ltem 7 Management's Discussion and Analysis of Financial Condition and
Results of Operations — Capital Investment and Operating Results Trends.”

e Fund business development expenses and related capital expenditures. We are pursuing development activities for
transmission projects which will continue to result in the incurrence of development expenses and could result in significant
capital expenditures.

» Fund working capital requirements.

e Fund our debt service requirements including principal repayments and periodic interest payments, which are further
described in detail below under “Item 7 Management's Discussion and Analysis of Financial Condition and Results of
Operations — Contractual Obligations.” We expect our interest payments to increase each year as a result of additional debt
we expect to incur to fund our capital expenditures and for general corporate purposes.

e Fund any potential share repurchases available under the Board of Directors authorized share repurchase program as
described in Note 13 to the consolidated financial statements.

» Fund contributions to our retirement benefit plans, as described in Note 11 to the consolidated financial statements. We
expect to contribute up to $13.0 million to these plans in 2015 . The impact of the growth in the number of participants in our
retirement benefit plans and changes in the requirements of the Pension Protection Act may require contributions to our
retirement benefit plans to be higher than we have experienced in the past.

In addition to the expected capital requirements above, any adverse determinations relating to the regulatory matters or
contingencies described in Notes 4 and 16 to the consolidated financial statements would result in additional capital requirements.

We believe that we have sufficient capital resources to meet our currently anticipated short-term needs. We rely on both internal
and external sources of liquidity to provide working capital and to fund capital investments. ITC Holdings’ sources of cash are
dividends and other payments received by us from our Regulated Operating Subsidiaries and any other subsidiaries we may have
in addition to the proceeds raised from the sale of our debt and equity securities. Each of our Regulated Operating Subsidiaries,
while wholly owned by ITC Holdings, is legally distinct from ITC Holdings and has no obligation, contingent or otherwise, to make
funds available to us.

We expect to continue to utilize our revolving credit agreements and our cash and cash equivalents as needed to meet our
short-term cash requirements. As described in Note 8 to the consolidated financial statements, we entered into new revolving credit
agreements in March 2014 at ITC Holdings and its Regulated Operating Subsidiaries with total borrowing capacity of $1.0 billion ,
an increase of $275.0 million from the prior revolving
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credit agreements. As of December 31, 2014 , we had consolidated indebtedness under our revolving and term loan credit
agreements of $473.8 million , with unused capacity under the agreements of $687.2 million . See Note 8 to the consolidated
financial statements for a detailed discussion of these agreements and borrowing and repayment activity during the years ended
December 31, 2014 and 2013 .

As of December 31, 2014 , we had approximately $175.0 million of debt maturing within one year, which we expect to refinance
with long-term debt. To address our long-term capital requirements and to repay debt maturing within one year, we expect that we
will need to obtain additional debt financing. Certain of our capital projects could be delayed in the event we experience difficulties
in accessing capital. We expect to be able to obtain such additional financing for both our short and long-term requirements as
needed, in amounts and upon terms that will be reasonably satisfactory to us due to our strong credit ratings and our historical
ability to obtain financing.

Credit Ratings

Credit ratings by nationally recognized statistical rating agencies are an important component of our liquidity profile. Credit
ratings relate to our ability to issue debt securities and the cost to borrow money, and should not be viewed as an indication of
future stock performance or a recommendation to buy, sell, or hold securities. Ratings are subject to revision or withdrawal at any
time and each rating should be evaluated independently of any other rating. Our current credit ratings are displayed in the following
table. An explanation of these ratings may be obtained from the respective rating agency.

Standard and Poor’s Moody'’s Investor
Issuer Issuance Ratings Services (a) Service, Inc. (b)
ITC Holdings Senior Unsecured Notes BBB+ Baa2
ITCTransmission First Mortgage Bonds A Al
METC Senior Secured Notes A Al
ITC Midwest First Mortgage Bonds A Al
ITC Great Plains First Mortgage Bonds A Al

(&) On December 6, 2013, Standard and Poor’s Ratings Services (“Standard and Poor's”) upgraded the senior unsecured credit
rating of ITC Holdings and reaffirmed the secured credit ratings of ITCTransmission, METC and ITC Midwest. On October 7,
2014, Standard and Poor’s issued a secured credit rating for ITC Great Plains. All of the ratings have a stable outlook.

(b) On April 15, 2014, Moody’s Investor Service, Inc. (“Moody’s”) reaffirmed the credit ratings for ITC Holdings and the MISO
Regulated Operating Subsidiaries and on October 8, 2014, issued a secured credit rating for ITC Great Plains. All of the ratings
have a stable outlook.

Covenants

Our debt instruments include senior notes, secured notes, first mortgage bonds and unsecured revolving and term loan credit
agreements containing numerous financial and operating covenants that place significant restrictions, which are described in Note
8 to the consolidated financial statements. As of December 31, 2014 , we were in compliance with all debt covenants. In the event
of a downgrade in our credit ratings, none of the covenants would be directly impacted, although the borrowing costs under our
revolving and term loan credit agreements would increase.
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Cash Flows

The following table summarizes cash flows for the periods indicated:

Year Ended December 31,

(In thousands) 2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 244083 $ 233,506 $ 187,876
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization expense 128,036 118,596 106,512
Recognition of and refund and collection of revenue accruals and deferrals — including
accrued interest (4,093) (11,972) (13,052)
Deferred income tax expense 90,373 76,703 67,285
Tax benefit for excess tax deductions of share-based compensation (7,767) (4,302) (23,022)
Other 50,869 36,665 1,924
Net cash provided by operating activities 501,501 449,196 327,523
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures for property, plant and equipment (733,145) (821,588) (802,763)
Other (1,556) (4,700) (6,298)
Net cash used in investing activities (734,701) (826,288) (809,061)
CASH FLOWS FROM FINANCING ACTIVITIES
Net issuance/repayment of long-term debt (including revolving and term loan credit
agreements) 462,639 464,425 501,740
Issuance of common stock 20,713 10,042 14,189
Dividends on common stock (95,595) (84,129) (75,153)
Refundable deposits from and repayments to generators for transmission network
upgrades — net (22,850) (5,955) (4,943)
Repurchase and retirement of common stock (134,284) (4,885) (7,266)
Tax benefit for excess tax deductions of share-based compensation 7,767 4,302 23,022
Other (11,724) 1,380 (2,208)
Net cash provided by financing activities 226,666 385,180 449,381
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (6,534) 8,088 (32,157)
CASH AND CASH EQUIVALENTS — Beginning of period 34,275 26,187 58,344
CASH AND CASH EQUIVALENTS — End of period $ 27,741 $ 34,275 % 26,187

Cash Flows From Operating Activities

Year ended December 31, 2014 compared to year ended December 31, 2013

Net cash provided by operating activities increased $52.3 million in 2014 compared to 2013 . The increase in cash provided by
operating activities was due primarily to an increase in cash received from operating revenues of $132.7 million during 2014
compared to 2013 . This increase was partially offset by higher interest payments (net of interest capitalized) of $30.2 million ,
higher income taxes paid of $24.4 million and an increase in payments of operating expenses of $12.1 million .

Year ended December 31, 2013 compared to year ended December 31, 2012

Net cash provided by operating activities increased $121.7 million in 2013 compared to 2012. The increase in cash provided by
operating activities was due primarily to an increase in cash received from operating revenues of $81.6 million and the timing of tax
payments, which resulted in lower income taxes paid of $21.1 million during 2013 compared to 2012. Additionally, there was a
decrease of $18.7 million in the recognized reductions of federal and state income tax liabilities related to tax benefits for excess tax
deductions of share-based compensation in 2013 as compared to 2012. These tax benefits are reflected as financing cash inflows.
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Cash Flows From Investing Activities
Year ended December 31, 2014 compared to year ended December 31, 2013

Net cash used in investing activities decreased $91.6 million in 2014 compared to 2013 . The decrease in cash used in investing
activities was due primarily to lower investments in property, plant and equipment during 2014 as we executed our capital
investment plan described above under “— Overview — Capital Investment and Operating Results Trends.”

Year ended December 31, 2013 compared to year ended December 31, 2012

Net cash used in investing activities increased $17.2 million in 2013 compared to 2012. The increase in cash used in investing
activities was due primarily to higher investments in property, plant and equipment during 2013 as we executed our capital
investment plan described above under “— Overview — Capital Investment and Operating Results Trends.”

Cash Flows From Financing Activities
Year ended December 31, 2014 compared to year ended December 31, 2013

Net cash provided by financing activities decreased $158.5 million in 2014 compared to 2013 . The decrease in cash provided
by financing activities was due primarily to a decrease in long-term debt issuances of $134.4 million during 2014 compared to 2013
as well as the net payment of $130.0 million for the ASR program as described in Note 13 to the consolidated financial statements.
Additionally, there was a net decrease of $20.8 million in amounts outstanding under our revolving and term loan credit agreements
and lower net proceeds of $16.9 million associated with refundable deposits for transmission network upgrades. These decreases
were partially offset by a decrease in payments of $153.4 million to retire long-term debt. See Note 8 to the consolidated financial
statements for detail on the issuances and retirements of long-term debt.

Year ended December 31, 2013 compared to year ended December 31, 2012

Net cash provided by financing activities decreased $64.2 million in 2013 compared to 2012. The decrease in cash provided by
financing activities was due primarily to the payments of $452.0 million to retire long-term debt at ITC Holdings and
ITCTransmission and the net decrease of $343.3 million in amounts outstanding under our revolving and term loan credit
agreements during 2013 compared to 2012. Additionally, there was a decrease of $18.7 million in the recognized reductions of
federal and state income tax liabilities related to tax benefits for excess tax deductions of share-based compensation in 2013 as
compared to 2012. These decreases were partially offset by the proceeds of $933.0 million received from the issuance of long-term
debt in 2013 as compared to the proceeds of $175.0 million received from the issuance of long-term debt in 2012.
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Contractual Obligations

The following table details our contractual obligations as of December 31, 2014 :

Less Than 1-3 4-5 More Than
(In thousands) Total 1 Year Years Years 5 Years
Debt:
ITC Holdings Senior Notes $ 1924684 $ — $ 574344 % 200,000 $ 1,150,340
ITC Holdings revolving credit agreement 53,500 — — 53,500 —
ITC Holdings term loan credit agreement 161,000 — 161,000 — —
ITCTransmission First Mortgage Bonds 585,000 — 100,000 — 485,000
ITCTransmission revolving credit agreement 14,300 — — 14,300 —
METC Senior Secured Notes 450,000 175,000 — — 275,000
ITC Midwest First Mortgage Bonds 525,000 — 40,000 35,000 450,000
ITC Midwest revolving credit agreement 191,200 — — 191,200 —
ITC Great Plains First Mortgage Bonds 150,000 — — — 150,000
ITC Great Plains revolving credit agreement 53,800 — — 53,800 —
Interest payments:
ITC Holdings Senior Notes 1,105,033 98,991 253,189 118,221 634,632
ITCTransmission First Mortgage Bonds 630,487 29,326 70,857 38,613 491,691
METC Senior Secured Notes 356,545 21,566 36,270 24,180 274,529
ITC Midwest First Mortgage Bonds 464,525 27,196 78,667 48,630 310,032
ITC Great Plains First Mortgage Bonds 186,593 6,240 18,720 12,480 149,153
Operating leases 5,435 850 2,185 934 1,466
Purchase obligations 44,192 42,272 1,280 640 —
Regulatory liabilities — revenue deferrals, including
accrued interest 73,883 39,972 33,911 — —
METC Easement Agreement 359,721 10,041 30,123 20,082 299,475
Total obligations $ 7,334,898 $ 451,454 $ 1,400,546 $ 811580 $ 4,671,318

Interest payments included above relate only to our fixed-rate long-term debt outstanding at December 31, 2014 . We also
expect to pay interest and commitment fees under our variable-rate revolving and term loan credit agreements that have not been
included above due to varying amounts of borrowings and interest rates under the facilities. In 2014 , we paid $8.7 million of interest
and commitment fees under our revolving and term loan credit agreements .

Operating leases include leases for office space, equipment and storage facilities. Purchase obligations represent commitments
primarily for materials, services and equipment that had not been received as of December 31, 2014 , primarily for construction and
maintenance projects for which we have an executed contract. The majority of the items relate to materials and equipment that
have long production lead times. See Note 16 to the consolidated financial statement for more information on our operating leases
and purchases obligations.

The regulatory liabilities — revenue deferrals, including accrued interest, included above represents the over-recovery of
revenues resulting from differences between the amounts billed to customers and actual revenue requirement at each of our
Regulated Operating Subsidiaries, as described in Note 4 to the consolidated financial statements. These amounts will offset future
revenue requirement for purposes of calculating our formula rates as part of the true-up mechanism in our rate construct.

The Easement Agreement provides METC with an easement for transmission purposes and rights-of-way, leasehold interests,
fee interests and licenses associated with the land over which the transmission lines cross. The cost for use of the rights-of-way is
$10.0 million per year. The term of the Easement Agreement runs through December 31, 2050 and is subject to 10 automatic 50-
year renewals thereafter unless METC gives notice of nonrenewal of at least one year in advance. Payments to Consumers Energy
under the Easement Agreement are charged to operation and maintenance expense.
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The contractual obligations table above excludes certain items, including contingent liabilities and other long-term liabilities, due
to uncertainty on the final outcome in addition to the timing and amount of future cash flows necessary to settle these obligations.
The amount of cash flows to be paid for pension and other postretirement obligations, to settle regulatory liabilities related to asset
removal costs and liabilities to refund deposits from generators for transmission network upgrades recorded in other current and
long term liabilities are not known with certainty. As a result, cash obligations for these items are excluded from the contractual
obligations table above.

Critical Accounting Policies

Our consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United
States of America (“GAAP”). The preparation of these consolidated financial statements requires the application of appropriate
technical accounting rules and guidance, as well as the use of estimates. The application of these policies necessarily involves
judgments regarding future events.

These estimates and judgments, in and of themselves, could materially impact the consolidated financial statements and
disclosures based on varying assumptions, as future events rarely develop exactly as forecasted, and even the best estimates
routinely require adjustment.

The following is a list of accounting policies that are most significant to the portrayal of our financial condition and results of
operations and/or that require management’s most difficult, subjective or complex judgments.

Regulation

Nearly all of our Regulated Operating Subsidiaries’ business is subject to regulation by the FERC. As a result, we apply
accounting principles in accordance with the standards set forth by the Financial Accounting Standards Board (“FASB”) for
accounting for the effects of certain types of regulation. Use of this accounting guidance results in differences in the application of
GAAP between regulated and non-regulated businesses and requires the recording of regulatory assets and liabilities for certain
transactions that would have been treated as expense or revenue in non-regulated businesses. As described in Note 5 to the
consolidated financial statements, we had regulatory assets and liabilities of $229.1 million and $200.0 million , respectively, as of
December 31, 2014 . Future regulatory changes or changes in the competitive environment could result in discontinuing the
application of the guidance for accounting for the effects of certain types of regulations. If we were to discontinue the application of
this guidance on our Regulated Operating Subsidiaries’ operations, we may be required to record losses relating to certain
regulatory assets or gains relating to certain regulatory liabilities. We also may be required to record losses of $48.8 million relating
to intangible assets at December 31, 2014 that are described in Note 6 to the consolidated financial statements.

We believe that currently available facts support the continued applicability of the standards for accounting for the effects of
certain types of regulation and that all regulatory assets and liabilities are recoverable or refundable under our current rate
environment.

Revenue Recognition under Cost-Based Formula Rates with True-Up Mechanism

Our Regulated Operating Subsidiaries recover expenses and earn a return on and recover investments in property, plant and
equipment on a current rather than a lagging basis under their forward-looking cost-based formula rates with a true-up mechanism.

Under their formula rates, our Regulated Operating Subsidiaries use forecasted expenses, property, plant and equipment, point-
to-point revenues and other items for the upcoming calendar year to establish their projected revenue requirement and for the
MISO Regulated Operating Subsidiaries, their component of the billed network rates for service on their systems from January 1 to
December 31 of that year. The cost-based formula rate templates include a true-up mechanism, whereby our Regulated Operating
Subsidiaries compare their actual revenue requirements to their billed revenues for each year in order to subsequently collect or
refund any under-recovery or over-recovery of revenues, as appropriate. The under- or over-collection typically results from
differences between the projected revenue requirement used as the basis for billing and actual revenue requirement at each of our
Regulated Operating Subsidiaries, and from differences between actual and projected monthly peak loads at our MISO Regulated
Operating Subsidiaries.

The true-up mechanism under our formula rates meet the requirements in the Accounting Standards Codification for accounting
for rate-regulated utilities and the effects of certain alternative revenue programs. Accordingly,
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revenue is recognized during each reporting period based on actual revenue requirements calculated using the cost-based formula
rate. Our Regulated Operating Subsidiaries accrue or defer revenues to the extent that their actual revenue requirement for the
reporting period is higher or lower, respectively, than the amounts billed relating to that reporting period. The true-up amount is
automatically reflected in customer bills within two years under the provisions of the formula rates. See Note 4 to the consolidated
financial statements for the regulatory assets and liabilities recorded at our Regulated Operating Subsidiaries’ as a result of the
formula rate revenue accruals and deferrals.

Valuation of Goodwill

We have goodwill resulting from our acquisitions of ITCTransmission and METC and ITC Midwest's acquisition of the IP&L
transmission assets. In accordance with the standards set forth by the FASB for goodwill, we are required to perform an impairment
test annually or whenever events or circumstances indicate that the value of goodwill may be impaired. In order to perform these
impairment tests, we determined fair value using quoted market prices in active markets, and valuation techniques based on
discounted future cash flows under various scenarios. We also considered estimates of market-based valuation multiples for
companies within our Regulated Operating Subsidiaries’ peer group. The market-based multiples involve judgment regarding the
appropriate peer group and the appropriate multiple to apply in the valuation and the cash flow estimates involve judgments based
on a broad range of assumptions, information and historical results. To the extent estimated market-based valuation multiples
and/or discounted cash flows are revised downward, we may be required to write down all or a portion of goodwill, which would
adversely impact earnings.

As of December 31, 2014 and 2013 , consolidated goodwill totaled $950.2 million . We completed our annual goodwill
impairment test as of October 1, 2014 and determined that no impairment exists. There were no events subsequent to October 1,
2014 that indicated impairment of our goodwill. We do not believe there is a material risk of our goodwill being impaired in the near
term at ITCTransmission, METC or ITC Midwest.

Contingent Obligations

We are subject to a number of federal and state laws and regulations, as well as other factors and conditions that potentially
subject us to environmental, litigation, income tax and other contingencies. Additionally, we have other contingent obligations that
may be required to be paid to developers based on achieving certain milestones relating to development initiatives. We periodically
evaluate our exposure to such contingencies and record reserves for those matters where a loss is considered probable and
reasonably estimable in accordance with GAAP. The adequacy of reserves can be significantly affected by external events or
conditions that can be unpredictable; thus, the ultimate outcome of such matters could materially affect our consolidated financial
statements. These events or conditions include, without limitation, the following:

» Changes in existing state or federal regulation by governmental authorities having jurisdiction over air quality, water quality,
control of toxic substances, hazardous and solid wastes and other environmental matters.

» Changes in existing federal income tax laws or Internal Revenue Service regulations.
« Identification and evaluation of lawsuits or complaints in which we may be or have been named as a defendant.

» Resolution or progression of existing matters through the legislative process, the courts, the FERC, NERC, the Internal
Revenue Service, or the Environmental Protection Agency.

» Completion of certain milestones relating to development initiatives.
Share-Based Awards

Our accounting for share-based payments requires us to determine the fair value of awards of ITC Holdings’ common stock
issued in the form of restricted stock and stock option awards. We use the value of ITC Holdings’ common stock at the date of the
grant in the calculation of the fair value of our share-based awards. The restricted stock awards are recorded at fair value at the
date of the grant. The fair value of stock options held by our employees is determined using a Black-Scholes option valuation
method, which is a valuation technique that is acceptable for share-based payment accounting. Key assumptions in determining fair
value include volatility, risk-free interest rate, dividend yield and expected term. In the event different assumptions were used, a
different fair value would be derived that could cause the related expense to be materially higher or lower. We amortize the fair
value of the awards on a straight-line basis (net of any estimated forfeitures) over the vesting period of the awards.
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Pension and Postretirement Costs

We sponsor certain retirement benefits for our employees, which include retirement pension plans and certain postretirement
health care, dental and life insurance benefits. Our periodic costs and obligations associated with these plans are developed from
actuarial valuations derived from a number of assumptions including rates of return on plan assets, the discount rates, the rate of
increase in health care costs, the amount and timing of plan sponsor contributions and demographic factors such as retirements,
mortality and turnover, among others. We evaluate these assumptions annually and update them periodically to reflect our actual
experience. Three critical assumptions in determining our periodic costs and obligations are discount rate, expected long-term
return on plan assets and the rate of increases in health care costs. The discount rate represents the market rate for synthesized
AA-rated zero-coupon bonds with durations corresponding to the expected durations of the benefit obligations and is used to
calculate the present value of the expected future cash flows for benefit obligations under our plans. In determining our long-term
rate of return on plan assets, we consider the current and expected asset allocations, as well as historical and expected long-term
rates of return on those types of asset classes. Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans as described in Note 11 to the consolidated financial statements.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have or are reasonably likely to have a material effect on our financial
condition.

Recent Accounting Pronouncements

See Note 3 to the consolidated financial statements.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK.
Commodity Price Risk

We have commaodity price risk at our Regulated Operating Subsidiaries arising from market price fluctuations for materials such
as copper, aluminum, steel, oil and gas and other goods used in construction and maintenance activities. Higher costs of these
materials are passed on to us by the contractors for these activities. These items affect only cash flows, as the amounts are
included as components of net revenue requirement and any higher costs are included in rates under their cost-based formula
rates.

Interest Rate Risk
Fixed Rate Debt

Based on the borrowing rates currently available for bank loans with similar terms and average maturities, the fair value of our
consolidated long-term debt and debt maturing within one year, excluding revolving and term loan credit agreements , was $3,985.6
million at December 31, 2014 . The total book value of our consolidated long-term debt and debt maturing within one year,
excluding revolving and term loan credit agreements , was $3,629.8 million at December 31, 2014 . We performed an analysis
calculating the impact of changes in interest rates on the fair value of long-term debt and debt maturing within one year, excluding
our revolving and term loan credit agreements , at December 31, 2014 . An increase in interest rates of 10% (from 7.0% to 7.7%,
for example) at December 31, 2014 would decrease the fair value of debt by $176.1 million , and a decrease in interest rates of
10% at December 31, 2014 would increase the fair value of debt by $189.6 million at that date.

Revolving and Term Loan Credit Agreements

At December 31, 2014 , we had a consolidated total of $473.8 million outstanding under our revolving and term loan credit
agreements , which are variable rate loans and fair value approximates book value. A 10% increase or decrease in borrowing rates
under the revolving and term loan credit agreements compared to the weighted average rates in effect at December 31, 2014
would increase or decrease the total interest expense by $0.6 million , respectively, for an annual period on a constant borrowing
level of $473.8 million .

Derivative Instruments and Hedging Activities

We may use derivative financial instruments, including interest rate swap contracts, to manage our exposure to fluctuations in
interest rates. The use of these financial instruments mitigates exposure to these risks and the variability of our operating results.
We are not a party to leveraged derivatives and do not enter into derivative
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financial instruments for trading or speculative purposes. In May 2014, we executed, settled and terminated $150.0 million of 10 -
year interest rate swaps in conjunction with the Senior Notes issued at ITC Holdings as described in Note 8 to the consolidated
financial statements. As of December 31, 2014 , we held 10-year interest rate swaps with a notional amount of $50.0 million , which
manage interest rate risk associated with the forecasted future issuance of fixed-rate debt related to the expected refinancing of the
maturing ITC Holdings 5.875% Senior Notes, due September 30, 2016 (“5.875% Senior Notes”). ITC Holdings entered into an
additional 10-year interest rate swap on January 14, 2015 with a notional amount of $25.0 million, which also manages interest rate
risk related to the expected refinancing of the 5.875% Senior Notes. See Note 8 to the consolidated financial statements for further
discussion on these interest rate swaps.

Credit Risk

Our credit risk is primarily with DTE Electric, Consumers Energy and IP&L, which were responsible for 22.2% , 24.2% and
29.0% , respectively, or $224.5 million , $244.7 million and $292.9 million , respectively, of our consolidated billed revenues for
2014 . These percentages of total billed revenues of DTE Electric, Consumers Energy and IP&L include the collection of 2012
revenue accruals and deferrals and exclude any amounts for the 2014 revenue accruals and deferrals that were included in our
2014 operating revenues, but will not be billed to our customers until 2016 . Refer to “ Item 7 Management ' s Discussion and
Analysis of Financial Condition and Results of Operations - Cost-Based Formula Rates with True-Up Mechanism ” for a discussion
on the difference between billed revenues and operating revenues. Under DTE Electric’'s and Consumers Energy’s current rate
structure, DTE Electric and Consumers Energy include in their retail rates the actual cost of transmission services provided by
ITCTransmission and METC, respectively, in their billings to their customers, effectively passing through to end-use consumers the
total cost of transmission service. IP&L currently includes in their retail rates an allowance for transmission services provided by ITC
Midwest in their billings to their customers. However, any financial difficulties experienced by DTE Electric, Consumers Energy or
IP&L may affect their ability to make payments for transmission service to ITCTransmission, METC and ITC Midwest, which could
negatively impact our business. MISO, as our MISO Regulated Operating Subsidiaries’ billing agent, bills DTE Electric, Consumers
Energy, IP&L and other customers on a monthly basis and collects fees for the use of the MISO Regulated Operating Subsidiaries’
transmission systems. SPP is the billing agent for ITC Great Plains and bills transmission customers for the use of ITC Great Plains
transmission systems. MISO and SPP have implemented strict credit policies for its members’ customers, which include customers
using our transmission systems. Specifically, MISO and SPP require a letter of credit or cash deposit equal to the credit exposure,
which is determined by a credit scoring model and other factors, from any customer using a member’s transmission system.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The following financial statements and schedules are included herein:

Management’s Report on Internal Control over Financial Reporting

Report of Independent Registered Public Accounting Firm

Report of Independent Registered Public Accounting Firm

Consolidated Statements of Financial Position as of December 31, 2014 and 2013

Consolidated Statements of Operations for the Years Ended December 31, 2014, 2013 and 2012

Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Cash Flows for the Years Ended December 31, 2014, 2013 and 2012

Notes to Consolidated Financial Statements

Schedule | - Condensed Financial Information of Registrant
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting. Our internal
control over financial reporting is designed to provide reasonable, not absolute, assurance as to the reliability of our financial
reporting and the preparation of financial statements in accordance with generally accepted accounting principles. Internal control
over financial reporting, no matter how well designed, has inherent limitations. Therefore, internal control over financial reporting
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and may not
prevent or detect all misstatements.

Under management’s supervision, an evaluation of the design and effectiveness of our internal control over financial reporting
was conducted based on the criteria set forth in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Our assessment included extensive documenting, evaluating and
testing of the design and operating effectiveness of our internal control over financial reporting. Based on this evaluation,
management concluded that our internal control over financial reporting was effective as of December 31, 2014 .

Deloitte & Touche LLP, an independent registered public accounting firm, as auditors of our consolidated financial statements,
has issued an attestation report on the effectiveness of our internal control over financial reporting as of December 31, 2014 .
Deloitte & Touche LLP’s report, which expresses an unqualified opinion on the effectiveness of our internal control over financial
reporting, is included herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
ITC Holdings Corp.:
Novi, Michigan

We have audited the accompanying consolidated statements of financial position of ITC Holdings Corp. and subsidiaries (the
“Company”) as of December 31, 2014 and 2013 , and the related consolidated statements of operations, comprehensive income,
changes in stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2014 . Our audits
also included the financial statement schedule listed in the Index at Item 15. These financial statements and financial statement
schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on the financial
statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of ITC Holdings
Corp. and subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the
three years in the period ended December 31, 2014 , in conformity with accounting principles generally accepted in the United
States of America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated
financial statements taken as a whole, present fairly, in all material respects, the information set forth therein.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
Company’s internal control over financial reporting as of December 31, 2014 , based on criteria established in the Internal Control -
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report
dated February 26, 2015 expressed an unqualified opinion on the Company'’s internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP

Detroit, Michigan
February 26, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
ITC Holdings Corp.:
Novi, Michigan

We have audited the internal control over financial reporting of ITC Holdings Corp. and subsidiaries (the “Company”) as of
December 31, 2014 , based on criteria established in the Internal Control - Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express
an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal
executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of directors,
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2014 , based on the criteria established in Internal Control — Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated financial statements and financial statement schedule as of and for the year ended December 31, 2014 of the
Company and our report dated February 26, 2015 expressed an unqualified opinion on those financial statements and financial
statement schedule.

/s/ DELOITTE & TOUCHE LLP

Detroit, Michigan
February 26, 2015
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ITC HOLDINGS CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(In thousands, except share data)
ASSETS

Current assets

Cash and cash equivalents

Accounts receivable

Inventory

Deferred income taxes

Regulatory assets

Prepaid and other current assets

Total current assets

Property, plant and equipment  (net of accumulated depreciation and amortization of $1,388,217 and $1,330,094,

respectively)
Other assets

Goodwill

Intangible assets (net of accumulated amortization of $24,917 and $21,616, respectively)

Regulatory assets

Deferred financing fees (net of accumulated amortization of $15,972 and $15,261, respectively)

Other
Total other assets
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities
Accounts payable
Accrued payroll
Accrued interest
Accrued taxes
Regulatory liabilities
Refundable deposits from generators for transmission network upgrades
Debt maturing within one year
Other
Total current liabilities
Accrued pension and postretirement liabilities
Deferred income taxes
Regulatory liabilities
Refundable deposits from generators for transmissio n network upgrades
Other
Long-term debt
Commitments and contingent liabilities (Notes 4 and 16)
STOCKHOLDERS' EQUITY

Common stock, without par value, 300,000,000 shares authorized, 155,140,967 and 157,500,795 shares issued and

outstanding at December 31, 2014 and 2013, respectively
Retained earnings
Accumulated other comprehensive income
Total stockholders’ equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to consolidated financial statements.
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December 31,

2014 2013
27,741 $ 34,275
100,998 89,348
30,892 31,986
14,511 17,225
5,393 6,334
7,281 12,370
186,816 191,538
5,496,875 4,846,526
950,163 950,163
48,794 49,328
223,712 182,105
30,311 25,585
37,418 36,998
1,290,398 1,244,179
6,074,089 $ 6,282,243
107,969 $ 111,145
23,502 21,930
50,538 53,049
41,614 29,805
39,972 46,187
10,376 23,283
175,000 200,000
14,043 13,980
463,014 499,379
69,562 53,704
656,562 562,938
160,070 106,986
9,384 19,328
17,354 14,064
3,928,586 3,412,112
923,191 1,014,435
741,550 592,970
4,816 6,327
1,669,557 1,613,732
6,974,089 $ 6,282,243
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ITC HOLDINGS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
OPERATING REVENUES
OPERATING EXPENSES
Operation and maintenance
General and administrative
Depreciation and amortization
Taxes other than income taxes
Other operating income and expense — net
Total operating expenses
OPERATING INCOME
OTHER EXPENSES (INCOME)
Interest expense — net
Allowance for equity funds used during construction
Loss on extinguishment of debt
Other income
Other expense
Total other expenses (income)
INCOME BEFORE INCOME TAXES
INCOME TAX PROVISION

NET INCOME

Basic earnings per common share
Diluted earnings per common share
Dividends declared per common share

Year Ended December 31,

2014

2013

2012

$ 1,023,048 $ 941,272 $ 830,535
111,623 112,821 121,941
115,031 149,109 112,091
128,036 118,596 106,512

76,534 65,824 59,701
(1,005) (1,139) (769)
430,219 445,211 399,476
592,829 496,061 431,059
186,636 168,319 155,734
(20,825) (30,159) (23,000)
29,205 — —
(1,103) (1,038) (2,401)
4,511 6,571 4,218
198,424 143,693 134,551
394,405 352,368 296,508
150,322 118,862 108,632

$ 244083 $ 233506 $ 187,876

$ 156 $ 149 $ 1.22

$ 154 $ 147 $ 1.20

$ 0.610 $ 0535 $ 0.487

See notes to consolidated financial statements.
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ITC HOLDINGS CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31,

(In thousands) 2014 2013 2012
NET INCOME $ 244083 $ 233506 $ 187,876
OTHER COMPREHENSIVE (LOSS) INCOME
Derivative instruments, net of tax (Note 13) (1,479) 24,304 (2,680)
Available-for-sale securities, net of tax (Note 13) (32) 71 —
TOTAL OTHER COMPREHENSIVE (LOSS) INCOME, NET OF TAX (1,511) 24,375 (2,680)
TOTAL COMPREHENSIVE INCOME $ 242572 $ 257,881 $ 185,196

See notes to consolidated financial statements.
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ITC HOLDINGS CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN
STOCKHOLDERS' EQUITY

(In thousands, except share and per share data)
BALANCE, DECEMBER 31, 2011

Net income

Repurchase and retirement of common stock

Dividends declared on common stock ($0.487 per share)
Stock option exercises

Shares issued under the Employee Stock Purchase Plan
Issuance of restricted stock

Forfeiture of restricted stock

Share-based compensation, net of forfeitures

Tax benefit for excess tax deductions of share-based compensation
Other comprehensive loss, net of tax (Note 13)

Other

BALANCE, DECEMBER 31, 2012

Net income

Repurchase and retirement of common stock

Dividends declared on common stock ($0.535 per share)
Stock option exercises

Shares issued under the Employee Stock Purchase Plan
Issuance of restricted stock

Forfeiture of restricted stock

Share-based compensation, net of forfeitures

Tax benefit for excess tax deductions of share-based compensation
Other comprehensive income, net of tax (Note 13)
BALANCE, DECEMBER 31, 2013

Net income

Repurchase and retirement of common stock

Dividends declared on common stock ($0.610 per share)
Stock option exercises

Shares issued under the Employee Stock Purchase Plan
Issuance of restricted stock

Forfeiture of restricted stock

Share-based compensation, net of forfeitures

Tax benefit for excess tax deductions of share-based compensation
Other comprehensive loss, net of tax (Note 13)
BALANCE, DECEMBER 31, 2014

Accumulated

Other Total
Common Stock Retained Comprehensive Stockholders’
Shares Amount Earnings Income (Loss) Equity

153,970,104 $ 943,444 $ 330,816 (15,368) $ 1,258,892
— — 187,876 — 187,876
(298,599) (7,266) = = (7,266)
— — (75,153) — (75,153)
2,555,160 12,593 — — 12,593
76,563 1,596 — — 1,596
475,797 — — — —
(33,483) — 30 — 30
— 15,592 — — 15,592
— 23,022 — — 23,022
= = = (2,680) (2,680)
— 353 — — 353
156,745,542 $ 989,334 $ 443,569 (18,048) $ 1,414,855
— — 233,506 — 233,506
(163,320) (4,885) — — (4,885)
— — (84,129) — (84,129)
499,014 8,165 — — 8,165
77,097 1,877 — — 1,877
384,576 — — — —
(42,114) — 24 — 24
— 15,642 — — 15,642
— 4,302 — — 4,302
— — — 24,375 24,375
157,500,795 $ 1,014,435 $ 592,970 6,327 % 1,613,732
— — 244,083 — 244,083
(3,673,226) (134,284) — — (134,284)
= = (95,595) = (95,595)
1,011,750 18,650 — — 18,650
69,230 2,063 — — 2,063
321,139 — — — —
(88,721) — 92 — 92
— 14,560 — — 14,560
— 7,767 — — 7,767
— — — (1,511) (1,511)
155,140,967 $ 923,191 $ 741,550 4816 $ 1,669,557

See notes to consolidated financial statements.
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ITC HOLDINGS CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS



(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization expense

Recognition of and refund and collection of revenue accruals and deferrals — including accrued
interest

Deferred income tax expense
Allowance for equity funds used during construction
Loss on extinguishment of debt
Other
Changes in assets and liabilities, exclusive of changes shown separately:
Accounts receivable
Inventory
Prepaid and other current assets
Accounts payable
Accrued payroll
Accrued interest
Accrued taxes
Tax benefit on the excess tax deduction of share-based compensation
Other current liabilities
Other non-current assets and liabilities, net
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures for property, plant and equipment
Proceeds from sale of marketable securities
Purchases of marketable securities
Other
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of long-term debt
Borrowings under revolving credit agreements
Borrowings under term loan credit agreements
Retirement of long-term debt - including extinguishment of debt costs
Repayments of revolving credit agreements
Repayments of term loan credit agreements
Issuance of common stock
Dividends on common and restricted stock
Refundable deposits from generators for transmission network upgrades
Repayment of refundable deposits from generators for transmission network upgrades
Repurchase and retirement of common stock
Tax benefit on the excess tax deduction of share-based compensation
Advance for forward contract of accelerated share repurchase program
Return of unused advance for forward contract of accelerated share repurchase program
Other
Net cash provided by financing activities
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT S
CASH AND CASH EQUIVALENTS — Beginning of period
CASH AND CASH EQUIVALENTS — End of period

Year Ended December 31,

2014 2013 2012
$ 244,083 233506 $ 187,876
128,036 118,596 106,512
(4,093) (11,972) (13,052)
90,373 76,703 67,285
(20,825) (30,159) (23,000)
29,205 — —
17,697 17,864 13,772
(11,869) (16,312) 1,721
1,094 5,371 (2,502)
5,089 16,891 (25,102)
(19,061) 17,638 (5,400)
525 1,619 1,583
(2,511) 8,341 1,066
19,756 6,113 24,247
(7,767) (4,302) (23,022)
(2,314) 1,630 2,912
34,083 7,669 12,627
501,501 449,196 327,523
(733,145) (821,588) (802,763)
495 20,844 5,935
(6,091) (22,250) (11,779)
4,040 (3,294) (454)
(734,701) (826,288) (809,061)
798,664 933,025 175,000
1,660,000 1,090,100 1,355,150
110,000 675,000 200,000
(298,625) (452,000) —
(1,618,400) (1,146,700) (1,228,410)
(189,000) (635,000) —
20,713 10,042 14,189
(95,595) (84,129) (75,153)
5,833 32,281 33,310
(28,683) (38,236) (38,253)
(134,284) (4,885) (7,266)
7,767 4,302 23,022
(20,000) = =
20,000 — —
(11,724) 1,380 (2,208)
226,666 385,180 449,381
(6,534) 8,088 (32,157)
34,275 26,187 58,344
$ 27,741 34275 $ 26,187

See notes to consolidated financial statements.
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ITC HOLDINGS CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL

ITC Holdings Corp. (“ITC Holdings,” and together with its subsidiaries, “we,” “our” or “us”) and its subsidiaries are engaged in the
transmission of electricity in the United States. Through our operating subsidiaries, ITCTransmission, METC, ITC Midwest and ITC
Great Plains (together, our “Regulated Operating Subsidiaries”), we operate high-voltage systems in Michigan’s Lower Peninsula
and portions of lowa, Minnesota, lllinois, Missouri, Kansas and Oklahoma that transmit electricity from generating stations to local
distribution facilities connected to our systems. Our business strategy is to operate, maintain and invest in transmission
infrastructure in order to enhance system integrity and reliability, to reduce transmission constraints and to allow new generating
resources to interconnect to our transmission systems. We also are pursuing transmission development projects not within our
existing systems, which are intended to improve overall grid reliability, lower electricity congestion and facilitate interconnections of
new generating resources, as well as to enhance competitive wholesale electricity markets.

Our Regulated Operating Subsidiaries are independent electric transmission utilities, with rates regulated by the FERC and
established on a cost-of-service model. ITCTransmission’s service area is located in southeastern Michigan and METC's service
area covers approximately two-thirds of Michigan’s Lower Peninsula and is contiguous with ITCTransmission’s service area. ITC
Midwest’s service area is located in portions of lowa, Minnesota, lllinois and Missouri and ITC Great Plains currently owns assets
located in Kansas and Oklahoma. The Midcontinent Independent System Operator, Inc. (“MISO”) bills and collects revenues from
ITCTransmission, METC, and ITC Midwest (“MISO Regulated Operating Subsidiaries”) customers. The Southwest Power Pool, Inc.
(“SPP”) bills and collects revenue from ITC Great Plains customers.

2 . SIGNIFICANT ACCOUNTING POLICIES

A summary of the major accounting policies followed in the preparation of the accompanying consolidated financial statements,
which conform to accounting principles generally accepted in the United States of America (“GAAP”), is presented below:

Principles of Consolidation — ITC Holdings consolidates its majority owned subsidiaries. We eliminate all intercompany
balances and transactions.

Use of Estimates — The preparation of the consolidated financial statements in accordance with GAAP requires us to use
estimates and assumptions that impact the reported amounts of assets, liabilities, revenues and expenses, and the
disclosure of contingent assets and liabilities. Actual results may differ from our estimates.

Regulation — Our Regulated Operating Subsidiaries are subject to the regulatory jurisdiction of the FERC, which issues
orders pertaining to rates, recovery of certain costs, including the costs of transmission assets and regulatory assets,
conditions of service, accounting, financing authorization and operating-related matters. The utility operations of our
Regulated Operating Subsidiaries meet the accounting standards set forth by the Financial Accounting Standards Board
(“FASB?”) for the accounting effects of certain types of regulation. These accounting standards recognize the cost based rate
setting process, which results in differences in the application of GAAP between regulated and non-regulated businesses.
These standards require the recording of regulatory assets and liabilities for certain transactions that would have been
recorded as revenue and expense in non-regulated businesses. Regulatory assets represent costs that will be included as a
component of future tariff rates and regulatory liabilities represent amounts provided in the current tariff rates that are
intended to recover costs expected to be incurred in the future or amounts to be refunded to customers.

Cash and Cash Equivalents — We consider all unrestricted highly-liquid temporary investments with an original maturity of
three months or less at the date of purchase to be cash equivalents.
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Consolidated Statements of Cash Flows — The following table presents certain supplementary cash flows information for
the years ended December 31, 2014 , 2013 and 2012 :

Year Ended December 31,

(In thousands) 2014 2013 2012
Supplementary cash flows information:
Interest paid (net of interest capitalized) $ 185288 $ 155,112 $ 148,598
Income taxes paid — net 44,524 20,092 41,174

Supplementary non-cash investing and financing activities:
Additions to property, plant and equipment and other long-lived assets (a) $ 90,949 $ 68,276 $ 94,218
Allowance for equity funds used during construction 20,825 30,159 23,000

(@) Amounts consist of current liabilities for construction labor and materials that have not been included in investing
activities. These amounts have not been paid for as of December 31, 2014 , 2013 or 2012 , respectively, but have been
or will be included as a cash outflow from investing activities for expenditures for property, plant and equipment when
paid.

Excess tax benefits are recognized as an addition to common stock pursuant to the share-based compensation
accounting standards. Cash retained as a result of those excess tax benefits are presented in the statement of cash flows as
cash inflows from financing activities and cash outflows from operating activities.

Accounts Receivable — We recognize losses for uncollectible accounts based on specific identification of any such items.
As of December 31, 2014 and 2013 , we did not have an accounts receivable reserve.

Inventories — Materials and supplies inventories are valued at average cost. Additionally, the costs of warehousing
activities are recorded here and included in the cost of materials when requisitioned.

Property, Plant and Equipment — Depreciation and amortization expense on property, plant and equipment was $118.9
million , $109.4 million and $97.3 million for 2014 , 2013 and 2012 , respectively.

Property, plant and equipment in service at our Regulated Operating Subsidiaries is stated at its original cost when first
devoted to utility service. The gross book value of assets retired less salvage proceeds is charged to accumulated
depreciation. The provision for depreciation of transmission assets is a significant component of our Regulated Operating
Subsidiaries’ cost of service under FERC-approved rates. Depreciation is computed over the estimated useful lives of the
assets using the straight-line method for financial reporting purposes and accelerated methods for income tax reporting
purposes. The composite depreciation rate for our Regulated Operating Subsidiaries included in our consolidated statements
of operations was 2.1% , 2.2% and 2.4% for 2014 , 2013 and 2012 , respectively. The composite depreciation rates include
depreciation primarily on transmission station equipment, towers, poles and overhead and underground lines that have a
useful life ranging from 48 to 60 years . The portion of depreciation expense related to asset removal costs is added to
regulatory liabilities or deducted from regulatory assets and removal costs incurred are deducted from regulatory liabilities or
added to regulatory assets. Our Regulated Operating Subsidiaries capitalize to property, plant and equipment an allowance
for the cost of equity and borrowings used during construction (“AFUDC”") in accordance with FERC regulations. AFUDC
represents the composite cost incurred to fund the construction of assets, including interest expense and a return on equity
capital devoted to construction of assets. The AFUDC debt of $5.1 million , $8.0 million and $7.0 million for 2014 , 2013 and
2012 , respectively, was a reduction to interest expense. Certain projects at ITC Great Plains have been granted an incentive
to include construction work in progress balances in rate base and we do not record AFUDC on those projects.

For acquisitions of property, plant and equipment greater than the net book value (other than asset acquisitions accounted
for under the purchase method of accounting that result in goodwill), the acquisition premium is recorded to property, plant
and equipment and amortized over the estimated remaining useful lives of the assets using the straight-line method for
financial reporting purposes and accelerated methods for income tax reporting purposes.
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Property, plant and equipment includes capital equipment inventory stated at original cost consisting of items that are
expected to be used exclusively for capital projects.

Property, plant and equipment at ITC Holdings and non-regulated subsidiaries is stated at its acquired cost. Proceeds
from salvage less the net book value of assets disposed of is recognized as a gain or loss on disposal. Depreciation is
computed based on the acquired cost less expected residual value and is recognized over the estimated useful lives of the
assets on a straight-line method for financial reporting purposes and accelerated methods for income tax reporting purposes.

Generator Interconnection Projects and Contributions in Aid of Construction — Certain capital investment at our Regulated
Operating Subsidiaries relates to investments we make under generator interconnection agreements. The generator
interconnection agreements typically consist of both transmission network upgrades, which are a category of upgrades
deemed by FERC to benefit the transmission system as a whole, as well as direct connection facilities, which are needed to
interconnect the generating facility to the transmission system and primarily benefit the generating facility.

Our investments in transmission facilities are recorded to property, plant and equipment, and are recorded net of any
contribution in aid of construction. Contributions in aid of construction of $19.7 million , $2.6 million and $11.3 million were
recorded as reductions to property, plant and equipment during the years ended December 31, 2014 , 2013 or 2012 ,
respectively, and are included as reductions of expenditures for property, plant and equipment in our consolidated statements
of cash flows when received. We also receive refundable deposits from the generator for certain investment in network
upgrade facilities in advance of construction, which are recorded to current or non-current liabilities depending on the
expected refund date.

Available-For-Sale Securities — We have certain investments in debt and equity securities which are classified as
available-for-sale securities. These investments currently fund our two supplemental nonqualified, noncontributory, retirement
benefit plans for selected management employees as described in Note 11 . Unrealized gains recorded for the investments
are recognized, net of tax, in the accumulated other comprehensive income component of equity. Any unrealized losses
(where cost exceeds fair market value) on the investments will also be recorded in the accumulated other comprehensive
income component of equity unless the unrealized loss is other than temporary, in which case it would be recorded as
investment loss in earnings.

Impairment of Long-Lived Assets — Other than goodwill, our long-lived assets are reviewed for impairment whenever
events or changes in circumstances indicate the carrying amount of an asset may not be recoverable. If the carrying amount
of the asset exceeds the expected undiscounted future cash flows generated by the asset, an impairment loss is recognized
resulting in the asset being written down to its estimated fair value.

Goodwill and Intangible Assets — We comply with the standards set forth by the FASB for goodwill and other intangible
assets. Under these standards, goodwill and other intangibles with indefinite lives are not subject to amortization. However,
goodwill and other intangibles with indefinite lives are subject to fair value-based rules for measuring impairment, and
resulting write-downs, if any, are to be reflected in operating expense. In order to perform these impairment tests, we
determined fair value using valuation techniques based on discounted future cash flows under various scenarios and we also
considered estimates of market-based valuation multiples for companies within the peer group of the reporting unit that has
goodwill recorded. These accounting standards require that goodwill be reviewed at least annually for impairment and
whenever facts or circumstances indicate that the value of goodwill may be impaired. We have goodwill recorded relating to
the acquisitions of each our MISO Regulated Operating Subsidiaries. We completed our annual goodwill impairment test for
each of our MISO Regulated Operating Subsidiaries as of October 1, 2014 and determined that no impairment exists. There
were no events subsequent to October 1, 2014 that indicated impairment of our goodwill. We do not believe there is a
material risk of our goodwill being impaired in the near term at ITCTransmission, METC or ITC Midwest. Our intangible
assets have finite lives and are amortized over their useful lives, refer to Note 6 .

Deferred Financing Fees and Discount or Premium on Debt — The costs related to the issuance of long-term debt are
recorded to deferred financing fees and are amortized over the life of the debt issue. The debt discount or premium related to
the issuance of long-term debt is recorded to long-term debt and amortized over the life of the debt issue. We recorded to
interest expense the amortization of deferred financing fees
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and the amortization of our debt discounts for 2014 , 2013 and 2012 of $4.1 million , $4.1 million and $4.0 million ,
respectively.

Asset Retirement Obligations — We comply with the standards set forth by the FASB for asset retirement obligations. As
defined in the standards, a conditional asset retirement obligation refers to a legal obligation to perform an asset retirement
activity in which the timing and/or method of settlement are conditional on a future event that may or may not be within our
control. We have identified conditional asset retirement obligations primarily associated with the removal of equipment
containing polychlorinated biphenyls (“PCBs”) and ashestos. We record a liability at fair value for a legal asset retirement
obligation in the period in which it is incurred. When a new legal obligation is recorded, we capitalize the costs of the liability
by increasing the carrying amount of the related long-lived asset. We accrete the liability to its present value each period and
depreciate the capitalized cost over the useful life of the related asset. At the end of the asset’s useful life, we settle the
obligation for its recorded amount or incur a gain or loss. The standards for asset retirement obligations applied to our
Regulated Operating Subsidiaries require us to recognize regulatory assets or liabilities for the timing differences between
when we recover legal asset retirement obligations in rates and when we would recognize these costs under the standards.
There have not been any significant changes to our asset retirement obligations in 2014 . Our asset retirement obligations as
of December 31, 2014 and 2013 of $5.9 million and $5.7 million , respectively, are included in other liabilities.

Financial Instruments — We comply with the standards set forth by the FASB for derivatives and hedging in accounting for
financial instruments. For derivative instruments that have been designated and qualify as hedges of the exposure to
variability in expected future cash flows, the gain or loss on the derivative is initially reported as a component of other
comprehensive income (loss) and reclassified to the consolidated statement of operations when the underlying hedged
transaction affects net income. Any hedge ineffectiveness is recognized in net income immediately at the time the gain or
loss on the derivative instruments is calculated. Refer to Note 8 for additional discussion regarding derivative instruments.

Contingent Obligations — We are subject to a number of federal and state laws and regulations, as well as other factors
and conditions that potentially subject us to environmental, litigation and other risks. We periodically evaluate our exposure to
such risks and record reserves for those matters where a loss is considered probable and reasonably estimable in
accordance with GAAP. The adequacy of reserves can be significantly affected by external events or conditions that can be
unpredictable; thus, the ultimate outcome of such matters could materially affect our consolidated financial statements.

Revenues — Revenues from the transmission of electricity are recognized as services are provided based on FERC-
approved cost-based formula rate templates. We record a reserve for revenue subject to refund when such refund is
probable and can be reasonably estimated. The reserve is recorded as a reduction to operating revenues.

The cost-based formula rate templates at our Regulated Operating Subsidiaries include a true-up mechanism, whereby
they compare their actual revenue requirements to their billed revenues for each year to determine any over- or under-
collection of revenue requirements and record a revenue accrual or deferral for the difference. Refer to Note 4 under “Cost-
Based Formula Rates with True-Up Mechanism” for a discussion of our revenue accounting under our cost-based formula
rate templates.

Share-Based Payment — We have an Amended and Restated 2003 Stock Purchase and Option Plan for Key Employees
of ITC Holdings Corp. and its subsidiaries (“2003 Plan”) and a Second Amended and Restated 2006 Long-Term Incentive
Plan (“LTIP") pursuant to which we grant various share-based awards, including options and restricted stock. Compensation
expense is recorded for restricted stock awards that are expected to vest based on their fair value at grant date, and is
amortized over the expected vesting period. We recognize expense for stock options that are expected to vest based on their
fair value at grant date on a straight-line basis over the requisite service period and not for each separately vesting portion of
the award. For certain stock option awards, expense is recognized in the period when the service condition is met upon
retirement eligibility. The grant date is the date at which our commitment to issue share based awards to the employee or a
director arises, which is generally the later of the board approval date, the date of hire of the employee or the date of the
employee’s compensation agreement which contains the commitment to issue the award.
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We also have an Employee Stock Purchase Plan (“ESPP”) which is a compensatory plan. Compensation expense is
recorded based on the fair value of the purchase options at the grant date, which corresponds to the first day of each
purchase period, and is amortized over the purchase period.

Comprehensive Income (Loss) — Comprehensive income (loss) is the change in common stockholders’ equity during a
period arising from transactions and events from non-owner sources, including net income, any gain or loss recognized for
the effective portion of our interest rate swaps and any unrealized gain or loss associated with our available-for-sale
securities.

Income Taxes — Deferred income taxes are recognized for the expected future tax consequences of events that have
been recognized in the financial statements or tax returns. Deferred tax assets and liabilities are determined based on the
differences between the financial statements and tax bases of various assets and liabilities using the tax rates expected to be
in effect for the year in which the differences are expected to reverse.

The accounting standards for uncertainty in income taxes prescribe a recognition threshold and a measurement attribute
for tax positions taken, or expected to be taken, in a tax return that may not be sustainable.

We file income tax returns with the Internal Revenue Service and with various state and city jurisdictions. We are no
longer subject to U.S. federal tax examinations for tax years 2010 and earlier. State and city jurisdictions that remain subject
to examination range from tax years 2010 to 2013 . In the event we are assessed interest or penalties by any income tax
jurisdictions, interest would be recorded as interest expense and penalties would be recorded as other expense.

3. RECENT ACCOUNTING PRONOUNCEMENTS
Revenue Recognition

In May 2014, the FASB issued authoritative guidance requiring entities to apply a new model for recognizing revenue from
contracts with customers. The guidance will supersede the current revenue recognition guidance and require entities to evaluate
their revenue recognition arrangements using a five step model to determine when a customer obtains control of a transferred good
or service. The guidance is effective for annual reporting periods beginning after December 15, 2016 and may be adopted using a
full or modified retrospective application. We do not expect the guidance to have a material impact on our results of operations,
cash flows, or financial position.

Going Concern

In August 2014, the FASB issued authoritative guidance on (1) how to perform a going concern assessment and (2) when going
concern disclosures are required under U.S. GAAP. The guidance extends the responsibility for performing a going concern
assessment to company management; previously this requirement existed only in auditing literature. The standard is expected to
enhance the timeliness, clarity, and consistency of going concern disclosures. The guidance is effective for the annual period
ending after December 15, 2016, and for interim periods and annual periods thereafter. Early application is permitted. We do not
expect the standard to have a material impact on our consolidated financial statements, including our disclosure.

4 . REGULATORY MATTERS

Order on Formula Rate Protocols

In 2012, the FERC issued an order initiating a proceeding pursuant to Section 206 of the FPA to determine whether the formula
rate protocols under the MISO Tariff are sufficient to ensure just and reasonable rates. Our MISO Regulated Operating Subsidiaries
were named in the order. In May 2013, the FERC issued an order that determined the formula rate protocols are insufficient to
ensure just and reasonable rates and directed MISO and its member transmission owners (“TOs”) to file revised formula rate
protocols. In September 2013, MISO and its TOs, including our MISO Regulated Operating Subsidiaries, filed revised formula rate
protocols which require our MISO Regulated Operating Subsidiaries to provide additional information for certain aspects of the
formula rates used to calculate their respective annual revenue requirements. On March 20, 2014, FERC issued an order
conditionally accepting MISO and its TOs’ September 2013 filing and required a further compliance filing, which MISO and its TOs
made on May 19, 2014. On January 22, 2015, the FERC conditionally accepted the May 19,
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2014 compliance filing, subject to a further compliance filing. We do not expect the revised formula rate protocols to impact our
results of operations, cash flows or financial condition.

Complaint of IP&L

In 2012, IP&L filed a complaint with the FERC against ITC Midwest’'s policy for reimbursement of certain network upgrades
under Section 206 of the FPA. The complaint challenged ITC Midwest's FERC-approved reimbursement policy for up to 100%
reimbursement of the costs funded upfront by qualifying generators for network upgrades.

In July 2013, FERC issued an order indicating that the use of Attachment FF was no longer just and reasonable for generator
interconnections on the ITC Midwest system and required MISO, on behalf of ITC Midwest, to prospectively revise ITC Midwest's
Attachment FF of the MISO Tariff to conform ITC Midwest's policy to the default generator interconnection cost recovery provisions
used in most other MISO pricing zones. The order does not modify agreements executed or filed unexecuted prior to July 18, 2013.
In August 2013, MISO made the required compliance filing to revise ITC Midwest's Attachment FF of the MISO Tariff and ITC
Midwest filed for rehearing of this matter with FERC. On February 20, 2014, FERC issued an order which accepted the required
revisions to ITC Midwest's Attachment FF for the MISO Tariff, making them effective as of July 18, 2013 but denied ITC Midwest's
request for rehearing.

Under the default MISO cost recovery provisions in effect for new generator interconnection agreements (“GIAs”) on MISQO’s
system, ITC Midwest intends to utilize the option that exists to elect to fund network upgrades and recover such costs from the
interconnection customer. We do not expect the revised policy to have a material impact on our results of operations, cash flows or
financial condition.

FERC Audit Refund

See “FERC Audit of ITC Midwest” in Note 16 for a discussion of the FERC audit refund.
Rate of Return on Equity and Capital Structure Comp  laint

See “Rate of Return on Equity and Capital Structure Complaint” in Note 16 for a discussion of the complaint.
Cost-Based Formula Rates with True-Up Mechanism

The transmission rates at our Regulated Operating Subsidiaries are set annually, using the FERC-approved formula rates, and
the rates remain in effect for a one -year period. By completing their formula rate templates on an annual basis, our Regulated
Operating Subsidiaries are able to adjust their transmission rates to reflect changing operational data and financial performance,
including the amount of network load on their transmission systems (for our MISO Regulated Operating Subsidiaries), operating
expenses and additions to property, plant and equipment when placed in service, among other items. The FERC-approved formula
rates do not require further action or FERC filings for the calculated joint zone rates to go into effect, although the rates are subject
to legal challenge at the FERC. Our Regulated Operating Subsidiaries will continue to use formula rates to calculate their
respective annual revenue requirements unless the FERC determines the rates to be unjust and unreasonable or another
mechanism is determined by the FERC to be just and reasonable.

Our cost-based formula rate templates include a true-up mechanism, whereby our Regulated Operating Subsidiaries compare
their actual revenue requirements to their billed revenues for each year to determine any over- or under-collection of revenue
requirements. Revenue is recognized for services provided during each reporting period based on actual revenue requirements
calculated using the formula rate templates. Our Regulated Operating Subsidiaries accrue or defer revenues to the extent that the
actual revenue requirement for the reporting period is higher or lower, respectively, than the amounts billed relating to that reporting
period. The amount of accrued or deferred revenues is reflected in customer bills within two years under the provisions of the
formula rate templates.
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The net changes in regulatory assets and liabilities associated with our Regulated Operating Subsidiaries’ formula rate revenue
accruals and deferrals, including accrued interest, were as follows during the year ended December 31, 2014 :

(In thousands) Total

Balance as of December 31, 2013 $ (60,196)
Net refund of 2012 revenue deferrals and accruals, including accrued interest 27,260
Net revenue deferral for the year ended December 31, 2014 (21,045)
Net accrued interest payable for the year ended December 31, 2014 (2,122)
Balance as of December 31, 2014 $ (56,103)

Regulatory assets and liabilities associated with our Regulated Operating Subsidiaries’ formula rate revenue accruals and
deferrals and associated accrued interest are recorded in the consolidated statements of financial position as follows:

(In thousands) Total

Current assets $ 5,393
Non-current assets 12,387
Current liabilities (39,972)
Non-current liabilities (33,911)
Balance as of December 31, 2014 $ (56,103)

ITC Great Plains Start-up, Development and Pre-cons  truction Regulatory Assets

As of December 31, 2014 , we have recorded a total of $14.1 million of regulatory assets for start-up, development and pre-
construction expenses, including associated interest carrying charges, incurred by ITC Great Plains, which include certain costs
incurred for the KETA Project and the Kansas V-Plan Project prior to construction. ITC Great Plains made a filing with the FERC
under Section 205 of the FPA in May 2013 to recover these start-up, development and pre-construction expenses, including
associated carrying charges, in future rates. If FERC authorization is received, ITC Great Plains will include the unamortized
balance of the regulatory assets in its rate base and will amortize them over a 10 -year period beginning at the later of the project
in-service date or the FERC authorization date. The amortization expense will be recovered through ITC Great Plains’ cost-based
formula rate template beginning in the period in which amortization begins.

ITC Midwest's Rate Discount

As part of the orders by the lowa Utility Board and the Minnesota Public Utilities Commission approving ITC Midwest's asset
acquisition, ITC Midwest agreed to provide a rate discount of $4.1 million per year to its customers for eight years, beginning in the
first year customers experience an increase in transmission charges following the consummation of the ITC Midwest asset
acquisition. Beginning in 2009 and extending through 2016, ITC Midwest’'s net revenue requirement was or will be reduced by $4.1
million for each year. The rate discount is recognized as a reduction in revenues when we provide the service and charge the
reduced rate that includes the rate discount.
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5. REGULATORY ASSETS AND LIABILITIES
Regulatory Assets

The following table summarizes the regulatory asset balances at December 31, 2014 and 2013 :

(In thousands) 2014 2013
Regulatory Assets:
Current:

Revenue accruals (including accrued interest of $120 and $114 as of December 31, 2014 and $ 5393 $ 6,334
2013, respectively)

Non-current:

Revenue accruals (including accrued interest of $75 and $27 as of December 31, 2014 and 12,387 3,037
2013, respectively)
ITCTransmission ADIT Deferral (net of accumulated amortization of $35,856 and $32,826 as of 24,746 27,776
December 31, 2014 and 2013, respectively)
METC ADIT Deferral (net of accumulated amortization of $18,869 and $16,511 as of December 23,587 25,945
31, 2014 and 2013, respectively)
METC Regulatory Deferrals (net of accumulated amortization of $6,172 and $5,400 as of 9,257 10,029
December 31, 2014 and 2013, respectively)
Income taxes recoverable related to AFUDC equity 87,168 75,798
ITC Great Plains start-up, development and pre-construction 14,054 13,916
Pensions and postretirement 34,151 15,079
Income taxes recoverable related to implementation of the Michigan Corporate Income Tax 8,869 8,869
Accrued asset removal costs 7,337 170
Other 2,156 1,486
Total non-current 223,712 182,105
Total $ 229,105 $ 188,439

Revenue Accruals

Refer to discussion of revenue accruals in Note 4 under “Cost-Based Formula Rates with True-Up Mechanism.” Our Regulated
Operating Subsidiaries do not earn a return on the balance of the revenue accruals, but do accrue interest carrying costs which are
subject to rate recovery along with the principal amount of the revenue accrual.

ITCTransmission ADIT Deferral

The carrying amount of the ITCTransmission Accumulated Deferred Income Tax (“ADIT”) Deferral is the remaining unamortized
balance of the portion of ITCTransmission’s purchase price in excess of the fair value of net assets acquired approved for inclusion
in future rates by the FERC. ITCTransmission earns a return on the remaining unamortized balance of the ITCTransmission ADIT
Deferral that is included in rate base. The original amount recorded for this regulatory asset of $60.6 million is recognized in rates
and amortized on a straight-line basis over 20 years. ITCTransmission recorded amortization expense of $3.0 million annually
during 2014 , 2013 and 2012 , which is included in depreciation and amortization and recovered through ITCTransmission’s cost-
based formula rate template.

METC ADIT Deferral

The carrying amount of the METC ADIT Deferral is the remaining unamortized balance of the portion of METC’s purchase price
in excess of the fair value of net assets acquired from Consumers Energy approved for inclusion in future rates by the FERC. The
original amount recorded for the regulatory asset for METC ADIT Deferral of $42.5 million is recognized in rates and amortized on a
straight-line basis over 18 years beginning January 1, 2007. METC earns a return on the remaining unamortized balance of the
regulatory asset for METC ADIT Deferral that is included in rate base. METC recorded amortization expense of $2.4 million
annually during 2014 , 2013 and 2012 , which is included in depreciation and amortization and recovered through METC'’s cost-
based formula rate template.
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METC Regulatory Deferrals

METC has deferred, as a regulatory asset, depreciation and related interest expense associated with new transmission assets
placed in service from January 1, 2001 through December 31, 2005 that were included on METC'’s balance sheet at the time MTH
acquired METC from Consumers Energy (the “METC Regulatory Deferrals”). The original amount recorded for the regulatory asset
for METC Regulatory Deferrals of $15.4 million is recognized in rates and amortized over 20 years beginning January 1, 2007.
METC earns a return on the remaining unamortized balance of the METC Regulatory Deferrals that is included in rate base. METC
recorded amortization expense of $0.8 million annually during 2014 , 2013 and 2012 , which is included in depreciation and
amortization and recovered through METC'’s cost-based formula rate template.

Income Taxes Recoverable Related to AFUDC Equity

Accounting standards for income taxes provide that a regulatory asset be recorded if it is probable that a future increase in taxes
payable relating to the book depreciation of AFUDC equity that has been capitalized to property, plant and equipment will be
recovered from customers through future rates. We do not earn a return on this regulatory asset and the related deferred tax
liabilities do not reduce rate base.

ITC Great Plains Start-up, Development and Pre-Cons  truction

The start-up, development and pre-construction regulatory assets consists of certain costs incurred by ITC Great Plains from
inception through the effective date of the ITC Great Plains’ cost-based formula rate, including costs which had been incurred to
develop and acquire transmission assets in the SPP region and certain costs incurred for the KETA Project and Kansas V-Plan
Project prior to construction. These costs relate primarily to obtaining various state, SPP and FERC approvals necessary for ITC
Great Plains to own transmission assets and build new facilities in the SPP region, efforts to establish the ITC Great Plains’ cost-
based formula rate, the establishment of ITC Great Plains as a public utility in Kansas and Oklahoma, obtaining the necessary
approvals and authorizations for the state regulators in Kansas and Oklahoma, as well as engineering studies, routing studies and
education and outreach to stakeholders on ITC Great Plains’ efforts to bring these projects to the SPP region, and other costs
incurred specific to the KETA and V-Plan Projects prior to construction.

The start-up, development and pre-construction regulatory assets accrue carrying charges at a rate equivalent to ITC Great
Plains’ weighted average cost of capital, adjusted annually based on ITC Great Plains’ actual weighted average cost of capital
calculated in its formula rate template for that year. The carrying charges began to accrue in March 2009 and will continue until
such time that the regulatory assets are included in rate base. The equity component of these carrying charges including applicable
taxes, totaling $10.5 million as of December 31, 2014 , is not recorded for GAAP accounting and reporting as the equity return does
not meet the recognition criteria of incurred costs eligible for deferral under GAAP. ITC Great Plains made a filing with the FERC
under Section 205 of the FPA in May 2013 to recover these start-up, development and pre-construction expenses, including
associated carrying charges, in future rates. If FERC authorization is received, ITC Great Plains will include the unamortized
balance of the start-up, development and pre-construction regulatory assets in its rate base and will amortize them over a 10 -year
period beginning at the later of the project in-service date or the FERC authorization date. The amortization expense will be
recovered through ITC Great Plains’ cost-based formula rate template beginning in the period in which amortization begins.

Pensions and Postretirement

Accounting standards for defined benefit pension and other postretirement plans for rate-regulated entities allow that amounts
that otherwise would have been charged and or credited to accumulated other comprehensive income are recorded as a regulatory
asset or liability. As the unrecognized amounts recorded to this regulatory asset are recognized, expenses will be recovered from
customers in future rates under our cost based formula rates. Our Regulated Operating Subsidiaries do not earn a return on the
balance of the pension and postretirement regulatory asset.

Income Taxes Recoverable Related to Implementation  of the Michigan Corporate Income Tax

In May 2011, the Michigan Business Tax (“MBT") was repealed and replaced with the Michigan Corporate Income Tax (“CIT"),
effective January 1, 2012. Under the CIT, we are taxed at a rate of 6.0% on federal taxable income that is attributed to our
operations in the state of Michigan, subject to certain adjustments. In addition to the traditional income tax, the MBT had also
included a modified gross receipts tax which allowed for deductions and credits for certain activities, none of which are part of the
CIT. The change in Michigan tax law required us to
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remove deferred income tax balances recognized under the MBT and establish new deferred income tax balances under the CIT in
2011, and the net result was incremental deferred state income tax liabilities at both ITCTransmission and METC. Under our cost-
based formula rates with true-up mechanism, the future taxes receivable as a result of the tax law change is expected to be
collected from customers through future rates and has resulted in the recognition of a regulatory asset. ITCTransmission and METC
do not earn a return on the balance of the CIT regulatory asset and the related net deferred tax liabilities do not reduce rate base.

Accrued Asset Removal Costs

The carrying amount of the accrued asset removal costs represents the difference between costs incurred to remove property,
plant and equipment and the estimated removal costs that have been recovered in rates. The portion of depreciation expense
included in our depreciation rates related to asset removal costs reduces this regulatory asset and removal costs incurred are
added to this regulatory asset. In addition, this regulatory asset has also been adjusted for differences between when legal asset
retirement obligations are settled and when such obligations are recognized under the standards set forth by the FASB. Our
Regulated Operating Subsidiaries include this item, excluding the cost component related to the recognition of our legal asset
retirement obligations under the standards set forth by the FASB, as a reduction to accumulated depreciation for rate-making
purposes, which is an increase to rate base.

Regulatory Liabilities

The following table summarizes the regulatory liability balances at December 31, 2014 and 2013 :

(In thousands) 2014 2013
Regulatory Liabilities:
Current:

Revenue deferrals (including accrued interest of $1,853 and $1,535 as of December 31, 2014 $ 39972 $ 33,120
and 2013, respectively) (a)

FERC audit refund (including accrued interest of $2,095 as of December 31, 2013) (b) — 13,067
Total current 39,972 46,187
Non-current:
Revenue deferrals (including accrued interest of $541 and $581 as of December 31, 2014 and 33,911 36,447
2013, respectively) (a)
Accrued asset removal costs 70,705 67,571
Estimated potential refund related to return on equity complaint (including accrued interest of 47,780 —
$870 as of December 31, 2014) (c)
Excess state income tax deductions 7,504 2,968
Other 170 —
Total non-current 160,070 106,986
Total $ 200,042 $ 153,173

(a) Refer to discussion of revenue deferrals in Note 4 under “Cost-Based Formula Rates with True-Up Mechanism.” Our Regulated
Operating Subsidiaries accrue interest on the true-up amounts which will be refunded through rates along with the principal
amount of revenue deferrals in future periods.

(b) Refer to discussion of FERC audit refund in Note 16 under “FERC Audit of ITC Midwest.”

(c) Refer to discussion of the estimated potential refund in Note 16 under “Rate of Return on Equity and Capital Structure
Complaint.”

Accrued Asset Removal Costs

The carrying amount of the accrued asset removal costs represents the difference between incurred costs to remove property,
plant and equipment and the estimated removal costs included in rates. The portion of depreciation expense included in our
depreciation rates related to asset removal costs is added to this regulatory liability and removal expenditures incurred are charged
to this regulatory liability. Our Regulated Operating Subsidiaries include this item within accumulated depreciation for rate-making
purposes, which is a reduction to rate base.
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Excess State Income Tax Deductions

We have taken income tax deductions that exceed the tax basis of property and the unrealized income tax benefits resulting
from these deductions are expected to be refunded to customers through future rates when the income tax benefits are realized.
This regulatory liability and the related deferred tax assets do not affect rate base.

6 . GOODWILL AND INTANGIBLE ASSETS
Goodwill

At December 31, 2014 and 2013 , we had goodwill balances recorded at ITCTransmission, METC and ITC Midwest of $173.4
million , $453.8 million and $323.0 million , respectively, which resulted from the ITCTransmission acquisition, the METC acquisition
and ITC Midwest's asset acquisition, respectively.

Intangible Assets

Pursuant to the METC acquisition in October 2006, we have identified intangible assets with finite lives derived from the portion
of regulatory assets recorded on METC's historical FERC financial statements that were not recorded on METC'’s historical GAAP
financial statements associated with the METC Regulatory Deferrals and the METC ADIT Deferral. The carrying amount of the
intangible asset for METC Regulatory Deferrals at December 31, 2014 and 2013 is $23.7 million and $25.7 million , respectively,
and is amortized over 20 years beginning January 1, 2007. The carrying amount of the intangible asset for METC ADIT Deferral at
December 31, 2014 and 2013 is $10.5 million and $11.5 million , respectively, and is amortized over 18 years beginning January 1,
2007, which also corresponds to the amortization period established in the METC rate case settlement. METC earns an equity
return on the remaining unamortized balance of both the intangible asset for METC Regulatory Deferrals and the intangible asset
for METC ADIT Deferral and recovers the amortization expense through METC's cost-based formula rate template.

ITC Great Plains has recorded intangible assets for payments and obligations made by ITC Great Plains to certain transmission
owners to acquire rights which are required under the SPP tariff to designate ITC Great Plains to build, own and operate projects
within the SPP region, including the KETA Project and the Kansas V-Plan Project. The carrying amount of these intangible assets
was $14.6 million and $12.1 million (net of accumulated amortization of $0.7 million and $0.4 million , respectively) as of
December 31, 2014 and 2013, respectively. The amortization period for these intangible assets is 50 years .

During each of the years ended December 31, 2014 , 2013 and 2012 , we recognized $3.3 million , $3.2 million and $3.1
million , respectively, of amortization expense of our intangible assets. We expect the annual amortization of our intangible assets
that have been recorded as of December 31, 2014 to be as follows:

(In thousands)

2015 $ 3,331
2016 3,331
2017 3,331
2018 3,331
2019 3,331
2020 and thereafter 32,139

Total $ 48,794
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7 . PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment — net consisted of the following at December 31, 2014 and 2013 :

(In thousands) 2014 2013
Property, plant and equipment
Regulated Operating Subsidiaries:

Property, plant and equipment in service $ 6,396,449 $ 5,641,240
Construction work in progress 391,788 423,433
Capital equipment inventory 68,170 75,470
Other 13,151 22,460
ITC Holdings and other 15,534 14,017
Total 6,885,092 6,176,620
Less: Accumulated depreciation and amortization (1,388,217) (2,330,094)
Property, plant and equipment — net $ 5496875 $ 4,846,526

Additions to property, plant and equipment in service and construction work in progress during 2014 and 2013 were due
primarily for projects to upgrade or replace existing transmission plant to improve the reliability of our transmission systems as well
as transmission infrastructure to support generator interconnections and investments that provide regional benefits such as our
Multi-Value Projects.
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8 . DEBT

The following amounts were outstanding at December 31, 2014 and 2013 :

(Amounts in thousands) 2014 2013
ITC Holdings 6.04% Senior Notes, Series A, due September 20, 2014 (a) $ — % 50,000
ITC Holdings 5.875% Senior Notes due September 30, 2016 (net of discount of $6 and $9, respectively) (b) 139,338 254,991
ITC Holdings 6.23% Senior Notes, Series B, due September 20, 2017 50,000 50,000
ITC Holdings 6.375% Senior Notes due September 30, 2036 (net of discount of $166 and $174, respectively) (b) 200,174 254,826
ITC Holdings 6.05% Senior Notes due January 31, 2018 (net of discount of $487 and $644, respectively) 384,513 384,356
ITC Holdings 5.50% Senior Notes due January 15, 2020 (net of discount of $654 and $787, respectively) 199,346 199,213
ITC Holdings 4.05% Senior Notes due July 1, 2023 (net of discount of $606 and $677, respectively) 249,394 249,323
ITC Holdings 3.65% Senior Notes due June 15, 2024 (net of discount of $1,258) 398,742 —
ITC Holdings 5.30% Senior Notes due July 1, 2043 (net of discount of $763 and $791, respectively) 299,237 299,209
ITC Holdings Term Loan Credit Agreement due September 30, 2016 161,000 140,000
ITC Holdings Revolving Credit Agreement due May 17, 2016 (c) _ _
ITC Holdings Revolving Credit Agreement due March 28, 2019 53,500 —
ITCTransmission 6.125% First Mortgage Bonds, Series C, due March 31, 2036 (net of discount of $79 and $82,
respectively) 99,921 99,918
ITCTransmission 5.75% First Mortgage Bonds, Series D, due April 1, 2018 (net of discount of $37 and $49, respectively) 99,963 99,951
ITCTransmission 4.625% First Mortgage Bonds, Series E, due August 15, 2043 (net of discount of $437 and $452,
respectively) 284,563 284,548
ITCTransmission 4.27% First Mortgage Bonds, Series F, due June 10, 2044 100,000 —
ITCTransmission Revolving Credit Agreement due May 17, 2016 (c) — 41,100
ITCTransmission Revolving Credit Agreement due March 28, 2019 14,300 —
METC 5.75% Senior Secured Notes due December 10, 2015 (a) 175,000 175,000
METC 6.63% Senior Secured Notes due December 18, 2014 (a) — 50,000
METC 5.64% Senior Secured Notes due May 6, 2040 50,000 50,000
METC 3.98% Senior Secured Notes due October 26, 2042 75,000 75,000
METC 4.19% Senior Secured Notes due December 15, 2044 150,000 —
METC Revolving Credit Agreement due May 17, 2016 (c) _ 67,200
METC Revolving Credit Agreement due March 28, 2019 _ _
ITC Midwest 6.15% First Mortgage Bonds, Series A, due January 31, 2038 (net of discount of $405 and $423, respectively) 174,595 174,577
ITC Midwest 7.12% First Mortgage Bonds, Series B, due December 22, 2017 40,000 40,000
ITC Midwest 7.27% First Mortgage Bonds, Series C, due December 22, 2020 35,000 35,000
ITC Midwest 4.60% First Mortgage Bonds, Series D, due December 17, 2024 75,000 75,000
ITC Midwest 3.50% First Mortgage Bonds, Series E, due January 19, 2027 100,000 100,000
ITC Midwest 4.09% First Mortgage Bonds, Series F, due April 30, 2043 100,000 100,000
ITC Midwest Revolving Credit Agreement due May 31, 2017 (c) _ 111,000
ITC Midwest Revolving Credit Agreement due March 28, 2019 191,200 —
ITC Great Plains 4.16% First Mortgage Bonds, Series A, due November 26, 2044 150,000 —
ITC Great Plains Term Loan Credit Agreement due November 28, 2014 (a) — 100,000
ITC Great Plains Revolving Credit Agreement due February 16, 2015 (c) _ 51,900
ITC Great Plains Revolving Credit Agreement due March 28, 2019 53,800 —
Total debt $ 4,103,586 $ 3,612,112

(2) As of December 31, 2014 and 2013 , there was $175.0 million and $200.0 million , respectively, of debt included within debt
maturing within one year that is classified as a current liability in the consolidated statements of financial position.

(b) The debt obligations were patrtially retired prior to maturity date through the cash tender offer described below.
(c) The debt obligations were retired prior to maturity date.
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The annual maturities of debt as of December 31, 2014 are as follows:

(In thousands)

2015 $ 175,000
2016 300,344
2017 90,000
2018 485,000
2019 312,800
2020 and thereafter 2,745,340

Total $ 4,108,484
ITC Holdings

Term Loan Credit Agreements

On December 20, 2013, ITC Holdings entered into an unsecured, unguaranteed term loan credit agreement, due September 30,
2016, with an initial borrowing capacity of $200.0 million , which was borrowed in full as of March 31, 2014. As of December 31,
2014 and 2013, ITC Holdings had $161.0 million and $140.0 million outstanding under this agreement, respectively. The term loan
bears interest at a variable rate, subject to adjustment based on ITC Holdings’ credit rating. The proceeds were used for general
corporate purposes, including the repayment of borrowings under the ITC Holdings’ revolving credit agreement. The weighted-
average interest rate on the borrowing outstanding under this agreement was 1.3% at December 31, 2014 .

Cash Tender Offer

In May 2014, ITC Holdings commenced a cash tender offer for any and all of the outstanding $255.0 million ITC Holdings
5.875% Senior Notes due September 30, 2016 and $255.0 million ITC Holdings 6.375% Senior Notes due September 30, 2036,
under which $115.6 million of the 5.875% Senior Notes and $54.7 million of the 6.375% Senior Notes were validly tendered on May
30, 2014. All of the Senior Notes validly tendered were subsequently retired with the proceeds from the $400.0 million 3.65% Senior
Notes described below. ITC Holdings incurred a loss on extinguishment of debt of $29.2 million related to the tender premium, the
write-off of deferred debt issuance costs and other related expenses.

Senior Unsecured Notes

On July 3, 2013, ITC Holdings issued $250.0 million aggregate principal amount of its 4.05% Senior Notes, due July 1, 2023 and
$300.0 million aggregate principal amount of its 5.30% Senior Notes, due July 1, 2043. The proceeds from these issuances were
used to repay its $267.0 million of 5.25% Senior Notes due July 15, 2013, amounts borrowed under ITC Holdings’ various term loan
credit agreements and for general corporate purposes.

On June 4, 2014, ITC Holdings issued $400.0 million aggregate principal amount of its 3.65% Senior Notes, due June 15, 2024.
The proceeds from the issuance were used for the cash tender offer described above and for general corporate purposes, primarily
the repayment of borrowings under the ITC Holdings revolving credit agreement. These ITC Holdings Senior Notes were issued
under its 2013 indenture. All issuances of ITC Holdings Senior Notes are unsecured.

ITCTransmission

On August 14, 2013, ITCTransmission issued $285.0 million aggregate principal amount of 4.625% First Mortgage Bonds,
Series E, due August 15, 2043. The proceeds from the issuance were used to repay its term loan credit agreement of $185.0
million and $100.0 million outstanding under an intercompany advance agreement between ITCTransmission and ITC Holdings.

On June 10, 2014, ITCTransmission issued $75.0 million of the total face amount of $100.0 million of 4.27% First Mortgage
Bonds, Series F, due June 10, 2044 (“First Mortgage Bonds, Series F”). ITCTransmission issued the remaining $25.0 million of
First Mortgage Bonds, Series F on August 22, 2014 . The proceeds from both issuances were used for general corporate purposes,
primarily the repayment of borrowings under the ITCTransmission revolving credit agreement. ITCTransmission’s First Mortgage
Bonds are issued under its first mortgage and deed of trust and secured by a first mortgage lien on substantially all of its property.
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METC
Term Loan Credit Agreement

On January 31, 2014, METC entered into an unsecured, unguaranteed term loan credit agreement due February 2, 2015, under
which METC borrowed the maximum of $50.0 million available under the agreement. The proceeds were used for general
corporate purposes, primarily the repayment of borrowings under the METC revolving credit agreement. This borrowing was repaid
in full in the fourth quarter of 2014.

Senior Secured Notes

On December 17, 2014, METC issued $150.0 million of 4.19% Senior Secured Notes, due December 15, 2044. The proceeds
were used to repay the $50.0 million of 6.63% Senior Secured Notes due December 18, 2014 and the $50.0 million borrowed under
METC's term loan credit agreement described above and for general corporate purposes, including the repayment of borrowings
under METC'’s revolving credit agreement. The METC Senior Secured Notes are issued under its first mortgage indenture and
secured by a first mortgage lien on substantially all of its real property and tangible personal property.

ITC Midwest

On April 4, 2013, ITC Midwest issued $100.0 million aggregate principal amount of 4.09% First Mortgage Bonds, Series F, due
April 30, 2043. The proceeds from the issuance were used to refinance existing indebtedness, partially fund capital expenditures
and for general corporate purposes. ITC Midwest's First Mortgage Bonds are issued under its first mortgage and deed of trust and
secured by a first mortgage lien on substantially all of its property.

ITC Great Plains

Term Loan Credit Agreement

On May 30, 2013, ITC Great Plains entered into an unsecured, unguaranteed term loan credit agreement due November 28,
2014, under which ITC Great Plains had borrowed the maximum $100.0 million as of December 31, 2013. The proceeds were used
to refinance existing indebtedness, fund capital expenditures and for general corporate purposes. This borrowing was repaid in full
in the fourth quarter of 2014.

First Mortgage Bonds

On November 26, 2014, ITC Great Plains issued $150.0 million of 4.16% First Mortgage Bonds, Series A, due November 26,
2044. The proceeds were used to repay the $100.0 million borrowed under the ITC Great Plains’ term loan credit agreement
described above and for general corporate purposes, including the repayment of borrowings under the ITC Great Plains’ revolving
credit agreement. ITC Great Plains’ First Mortgage Bonds are issued under its first mortgage and deed of trust and secured by a
first mortgage lien on substantially all of its property.

Derivative Instruments and Hedging Activities

We may use derivative financial instruments, including interest rate swap contracts, to manage our exposure to fluctuations in
interest rates. The use of these financial instruments mitigates exposure to these risks and the variability of our operating results.
We are not a party to leveraged derivatives and do not enter into derivative financial instruments for trading or speculative
purposes. The interest rate swaps listed below manage interest rate risk associated with the forecasted future issuance of fixed-rate
debt related to the expected refinancing of the maturing ITC Holdings 5.875% Senior Notes, due September 30, 2016. As of
December 31, 2014 , ITC Holdings had $139.3 million outstanding under the 5.875% Senior Notes subsequent to the cash tender
offer described above.

Interest Rate Swaps Notional Amount Fixed Rate Original Term Effective Date

(Amounts in millions)

August 2014 swap $ 25.0 3.217% 10 years September 2016
October 2014 swap 25.0 3.075% 10 years September 2016
Total $ 50.0

The 10 -year term interest rate swaps call for ITC Holdings to receive interest quarterly at a variable rate equal to LIBOR and to
pay interest semi-annually at various fixed rates effective for the 10 -year period beginning
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September 30, 2016 after the agreements have been terminated. The agreements include a mandatory early termination provision
and will be terminated no later than the effective date of the interest rate swaps of September 30, 2016. The interest rate swaps
have been determined to be highly effective at offsetting changes in the fair value of the forecasted interest cash flows associated
with the expected debt issuance attributable to changes in benchmark interest rates from the trade date of the interest rate swaps
to the issuance date of the debt obligation. On January 14, 2015, ITC Holdings entered into an additional interest rate swap
contract with terms comparable to the interest rate swaps described above, consisting of an additional $25.0 million notional
amount of a 10 -year term interest rate swap with a fixed rate of 2.301% .

As of December 31, 2014 , there has been no material ineffectiveness recorded in the consolidated statement of operations. The
interest rate swaps qualify for hedge accounting treatment, whereby any gain or loss recognized from the trade date to the effective
date for the effective portion of the hedge is recorded net of tax in accumulated other comprehensive income (“AOCI"). This amount
will be accumulated and amortized as a component of interest expense over the life of the forecasted debt. As of December 31,
2014 , the fair value of the derivative instruments was a liability of $1.9 million recorded to other non-current liabilities. None of the
interest rate swaps contain credit-risk-related contingent features. Refer to Note 12 for additional fair value information.

In May 2014, we executed, settled and terminated $150.0 million of 10 -year interest rate swaps in conjunction with the Senior
Notes issued at ITC Holdings described above. A summary of the terminated interest rate swaps is provided below:

Weighted Average Comparable
Fixed Rate of Reference Rate Loss on Settlement
Interest Rate Swaps Amount Interest Rate Swaps of Senior Notes Derivative Date
(Amounts in millions)
10-year interest rate swaps $ 150.0 2.65% 2.53% $ 1.6 May 2014

The interest rate swaps qualified for hedge accounting treatment and the loss of $1.6 million was recognized as of
December 31, 2014 for the effective portion of the hedges and recorded net of tax in AOCI. This amount is being amortized as a
component of interest expense over the life of the related debt.

Revolving Credit Agreements

On March 28, 2014, ITC Holdings and its Regulated Operating Subsidiaries entered into new unsecured, unguaranteed
revolving credit agreements maturing in March 2019, which replaced their existing revolving credit agreements. At December 31,
2014 , ITC Holdings and its Regulated Operating Subsidiaries had the following unsecured revolving credit facilities available:

Total Weighted Average
Available Outstanding Unused Interest Rate on Commitment

(Amounts in millions) Capacity Balance (a) Capacity Outstanding Balance Fee Rate (b)
Revolving Credit Agreements:

ITC Holdings $ 400.0 $ 535 $ 346.5 1.4% (c) 0.175%

ITCTransmission 100.0 14.3 85.7 1.1% (d) 0.10%

METC 100.0 — 100.0 n/a ) 0.10%

ITC Midwest 250.0 191.2 58.8 1.1% (d) 0.10%

ITC Great Plains 150.0 53.8 96.2 1.1% (d) 0.10%
Total $ 1,000.0 $ 3128 $ 687.2

(&) Included within long-term debt.
(b) Calculation based on the average daily unused commitments, subject to adjustment based on the borrower’s credit rating.

(c) Loan bears interest at a rate equal to LIBOR plus an applicable margin of 1.25% or at a base rate, which is defined as the
higher of the prime rate, 0.50% above the federal funds rate or 1.00% above the one month LIBOR, plus an applicable margin
of 0.25%, subject to adjustments based on ITC Holdings’ credit rating.
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(d) Loans bear interest at a rate equal to LIBOR plus an applicable margin of 1.00% or at a base rate, which is defined as the
higher of the prime rate, 0.50% above the federal funds rate or 1.00% above the one month LIBOR, subject to adjustments
based on the borrower’s credit rating.

Covenants

Our debt instruments contain numerous financial and operating covenants that place significant restrictions on certain
transactions, such as incurring additional indebtedness, engaging in sale and lease-back transactions, creating liens or other
encumbrances, entering into mergers, consolidations, liquidations or dissolutions, creating or acquiring subsidiaries, selling or
otherwise disposing of all or substantially all of our assets and paying dividends. In addition, the covenants require us to meet
certain financial ratios, such as maintaining certain debt to capitalization ratios and maintaining certain interest coverage ratios. As
of December 31, 2014 , we were not in violation of any debt covenant.

9. EARNINGS PER SHARE

We report both basic and diluted earnings per share. Our restricted stock and deferred stock units contain rights to receive
nonforfeitable dividends and thus, are participating securities requiring the two-class method of computing earnings per share.

A reconciliation of both calculations for the years ended December 31, 2014 , 2013 and 2012 is presented in the following table
(see additional information below under “Stock Split” for the recast share and per share data for the years ended December 31,
2013 and 2012 as a result of the three-for-one stock split):

Year Ended December 31,

(In thousands, except share, per share data and per  centages) 2014 2013 2012

Numerator:
Net income $ 244083 % 233,506 $ 187,876
Less: dividends declared and paid — common and restricted shares (95,503) (84,104) (75,124)
Undistributed earnings 148,580 149,402 112,752
Percentage allocated to common shares (a) 99.2% 99.1% 98.7%
Undistributed earnings — common shares 147,391 148,057 111,286
Add: dividends declared and paid — common shares 94,824 83,351 74,202
Numerator for basic and diluted earnings per common share $ 242,215 $ 231,408 $ 185,488

Denominator:
Basic earnings per common share — weighted average common shares

outstanding 155,363,848 155,736,384 152,462,514
Incremental shares for stock options and employee stock purchase plan —
weighted average assumed conversion 1,453,804 1,288,620 2,227,671
Diluted earnings per common share — adjusted weighted average shares and
assumed conversion 156,817,652 157,025,004 154,690,185
Per common share net income:

Basic $ 156 $ 149 $ 1.22
Diluted $ 154 % 147  $ 1.20
(@) Weighted average common shares outstanding 155,363,848 155,736,384 152,462,514
Weighted average restricted shares (participating securities) 1,277,128 1,472,967 1,976,505
Total 156,640,976 157,209,351 154,439,019

Percentage allocated to common shares 99.2% 99.1% 98.7%
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The incremental shares for stock options and the ESPP are included in the diluted earnings per share calculation using the
treasury stock method, unless the effect of including them would be anti-dilutive. The outstanding stock options and ESPP shares
and the anti-dilutive stock options and ESPP shares excluded from the diluted earnings per share calculations were as follows:

2014 2013 2012
Outstanding stock options and ESPP shares (as of December 31) 4,603,292 5,169,828 4,810,287
Anti-dilutive stock options and ESPP shares (for the year ended December 31) 550,178 912,570 1,697,835

Stock Split

Below are the effects of the stock split on earnings per share for the years ended December 31, 2013 and 2012 :

(In thousands, except per share and share data) Reported Adjustment Adjusted
For the year ended December 31, 2013
Numerator for basic and diluted earnings per common share $ 231,408 $ — $ 231,408

Denominator:
Basic earnings per common share — weighted average common

shares 51,912,128 103,824,256 155,736,384
Incremental shares for stock options and employee stock
purchase plan 429,540 859,080 1,288,620
Diluted earnings per common share — adjusted weighted
average shares and assumed conversion 52,341,668 104,683,336 157,025,004
Per common share net income:
Basic $ 446 $ 297 % 1.49
Diluted $ 442 $ (2.95) $ 1.47
For the year ended December 31, 2012
Numerator for basic and diluted earnings per common share $ 185,488 $ — 185,488

Denominator:
Basic earnings per common share — weighted average common

shares 50,820,838 101,641,676 152,462,514
Incremental shares for stock options and employee stock

purchase plan 742,557 1,485,114 2,227,671
Diluted earnings per common share — adjusted weighted

average shares and assumed conversion 51,563,395 103,126,790 154,690,185

Per common share net income:

Basic $ 365 $ (2.43) $ 1.22
Diluted $ 360 $ (2.40) $ 1.20
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Below are the effects of the stock split on other disclosures included for earnings per share for the years ended December 31,

2013 and 2012 :

Percentage Allocated to Common Shares

Reported Adjustment Adjusted
For the year ended December 31, 2013
Weighted-average common shares outstanding 51,912,128 103,824,256 155,736,384
Weighted-average restricted shares (participating securities) 490,989 981,978 1,472,967
Total 52,403,117 104,806,234 157,209,351
Percentage allocated to common shares 99.1% —% 99.1%
For the year ended December 31, 2012
Weighted-average common shares outstanding 50,820,838 101,641,676 152,462,514
Weighted-average restricted shares (participating securities) 658,835 1,317,670 1,976,505
Total 51,479,673 102,959,346 154,439,019
Percentage allocated to common shares 98.7% —% 98.7%

Outstanding and Anti-dilutive Stock Options and ESPP Shares

The outstanding stock options and the ESPP shares as of December 31, 2013 and 2012 and the anti-dilutive stock options and
ESPP shares excluded from the diluted earnings per share calculations for the years ended December 31, 2013 and 2012 were as
follows:

Reported Adjustment Adjusted

As of and for the year ended December 31, 2013
Outstanding stock options and ESPP shares 1,723,276 3,446,552 5,169,828
Anti-dilutive stock options and ESPP shares 304,190 608,380 912,570

As of and for the year ended December 31, 2012
Outstanding stock options and ESPP shares 1,603,429
Anti-dilutive stock options and ESPP shares 565,945

3,206,858
1,131,890

4,810,287
1,697,835

Impacts of the Accelerated Share Repurchase Program

The basic shares outstanding as of December 31, 2014 include the impact of the 3.6 million shares received under the ASR
program, as described in Note 13 .

10 . INCOME TAXES

Our effective tax rate varied from the statutory federal income tax rate due to differences between the book and tax treatment of
various transactions as follows:

(In thousands) 2014 2013 2012
Income tax expense at 35% statutory rate $ 138,042 $ 123,329 $ 103,778
State income taxes (net of federal benefit) 16,054 9,110 6,247
AFUDC equity (6,201) (9,715) (7,207)
Entergy Transaction expenses (a) — (5,614) 4,113
Other — net 2,427 1,752 1,701
Total income tax provision $ 150322 $ 118862 $ 108,632

(a) During the fourth quarter of 2013, due to the cancellation of the Entergy Transaction, we recognized tax benefits for
expenses that were previously deemed non-deductible for tax purposes that were incurred in 2012 and 2011. See Note 17
for discussion of the Entergy Transaction.
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Components of the income tax provision were as follows:

(In thousands) 2014 2013 2012
Current income tax expense $ 59,949 $ 42,159 $ 41,347
Deferred income tax expense 90,313 76,094 66,710
Benefits of operating loss carryforward 60 609 575
Total income tax provision $ 150,322 $ 118,862 $ 108,632

Deferred tax assets and liabilities are recognized for the estimated future tax effect of temporary differences between the tax
basis of assets or liabilities and the reported amounts in the financial statements. Deferred tax assets and liabilities are classified as
current or non-current according to the classification of the related assets or liabilities. Deferred tax assets and liabilities not related
to assets or liabilities are classified according to the expected reversal date of the temporary differences.

Deferred income tax assets (liabilities) consisted of the following at December 31:

(In thousands) 2014 2013
Property, plant and equipment $ (560,960) $  (459,983)
METC regulatory deferral (a) (12,721) (13,743)
Acquisition adjustments — ADIT deferrals (a) (15,164) (14,945)
Goodwill (133,138) (117,493)
Net revenue accruals and deferrals, including accrued interest (a) 22,047 23,504
Pension and postretirement liabilities 14,196 11,864
State income tax NOLs (net of federal benefit) 20,004 16,573
Share-based compensation 12,211 12,040
Other — net 11,474 (3,530)
Net deferred tax liabilities $ (642,051) $ (545,713)
Gross deferred income tax liabilities $ (810,141) $ (674,172)
Gross deferred income tax assets 168,090 128,459
Net deferred tax liabilities $  (642,051) $ (545,713

(@) Described in Note 5 .

We have state income tax net operating losses (“NOLs") as of December 31, 2014 , all of which we expect to use prior to their
expiration. Our state income tax NOLs would expire beginning in 2022. In addition to the estimated state income tax NOL deferred
tax assets in the table above, we have additional estimated state income tax NOLs of $7.1 million tax effected, net of federal
benefit, as of December 31, 2014 that have not been recognized in the consolidated statements of financial position relating to tax
deductions for share-based payment. The accounting standards for share-based payment require that the tax deductions that
exceed book value be recognized only if that deduction reduces taxes payable as a result of a realized cash benefit from the
deduction.

11 . RETIREMENT BENEFITS AND ASSETS HELD IN TRUST
Pension Plan Benefits

We have a qualified defined benefit pension plan for eligible employees, comprised of a traditional final average pay plan and a
cash balance plan (“retirement plan”). The traditional final average pay plan is noncontributory, covers select employees, and
provides retirement benefits based on years of benefit service, average final compensation and age at retirement. The cash
balance plan is also noncontributory, covers substantially all employees, and provides retirement benefits based on eligible
compensation and interest credits. Our funding practice for the qualified retirement plan is to contribute amounts necessary to meet
the minimum funding requirements of the Employee Retirement Income Security Act of 1974, plus additional amounts as we
determine appropriate. We made contributions of $3.8 million , $6.9 million and $7.0 million to the retirement plan in 2014 , 2013
and 2012 , respectively. We expect to contribute up to $4.0 million to the retirement plan in 2015 .
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We also have two supplemental nonqualified, noncontributory, defined benefit pension plans for selected management
employees (the “supplemental benefit plans” and collectively with the retirement plan, the “pension plans”). The supplemental
benefit plans provide for benefits that supplement those provided by the retirement plan. The obligations under these supplemental
benefit plans are included in the pension benefit obligation calculations below. The investments held in trust for the supplemental
benefit plans of $26.5 million and $21.1 million at December 31, 2014 and 2013 , respectively, are not included in the retirement
plan asset amounts presented below, but are included in other assets on our consolidated statement of financial position. For the
years ended December 31, 2014 , 2013 and 2012 , we contributed $5.1 million , $0.6 million and $4.7 million , respectively, to these
supplemental benefit plans.

Prior to August 2013, the investments held for the supplemental benefit plans were classified as trading securities and the net
realized and unrealized loss of $1.8 million in 2013 was recorded as other expense and the net realized and unrealized gains of
$1.9 million in 2012 was recorded as other income. In August 2013, the investments were sold and reinvested into new funds, and
at acquisition, based on our evaluation of the intent of the new investments, we classified them as available-for-sale consistent with
the FASB guidance. As of December 31, 2014 , all of our investments held in the supplemental benefit plans were classified as
available-for-sale securities and the net unrealized gains of $0.1 million were recognized in the accumulated other comprehensive
income component of equity.

The plan assets of the retirement plan consisted of the following assets by category:

Asset Category 2014 2013

Fixed income securities 48.8% 47.7%

Equity securities 51.2% 52.3%
Total 100.0% 100.0%

Net periodic benefit cost for the pension plans during 2014 , 2013 and 2012 was as follows by component:

(In thousands) 2014 2013 2012
Service cost $ 5,066 $ 5261 $ 4,160
Interest cost 3,603 2,792 2,590
Expected return on plan assets (3,541) (2,868) (2,277)
Amortization of prior service credit (42) (42) (42)
Amortization of unrecognized loss 1,545 2,714 3,470
Net pension cost $ 6,631 $ 7,857 $ 7,901
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The following table reconciles the obligations, assets and funded status of the pension plans as well as the amounts recognized
as accrued pension liability in the consolidated statement of financial position as of December 31, 2014 and 2013 :

(In thousands) 2014 2013
Change in Benefit Obligation:
Beginning projected benefit obligation $ (73,468) % (72,400)
Service cost (5,066) (5,261)
Interest cost (3,603) (2,792)
Actuarial net (loss) gain (14,937) 6,161
Benefits paid 1,334 824
Ending projected benefit obligation $ (95,740) $ (73,468)
Change in Plans’ Assets:
Beginning plan assets at fair value $ 48,894 $ 38,130
Actual return on plan assets 4,851 4,650
Employer contributions 3,822 6,938
Benefits paid (1,177) (824)
Ending plan assets at fair value $ 56,390 $ 48,894

@
&

Funded status, underfunded (39,350) (24,574)

Accumulated benefit obligation $ (84,533) $ (61,832)
Amounts recorded as:
Funded Status:

Accrued pension liabilities $ (44,033) $ (35,003)

Pension assets — other assets — other 4,683 10,429
Total $ (39,350) % (24,574)
Accumulated benefit obligation:

Retirement plan $ (48,571) % (36,033)

Supplemental benefit plans (35,962) (25,799)
Total $ (84,533) % (61,832)
Unrecognized Amounts in Non-current Regulatory Assets:

Net actuarial loss $ 24,868 $ 12,787

Prior service credit 25 @7
Total $ 24,893 $ 12,770

The unrecognized amounts that otherwise would have been charged and/or credited to accumulated other comprehensive
income in accordance with the FASB guidance on accounting for retirement benefits are recorded as a regulatory asset on our
consolidated statements of financial position as discussed in Note 5 . The amounts recorded as a regulatory asset represent a net
periodic benefit cost to be recognized in our operating income in future periods.

The actuarial net loss in 2014 includes the impact of a change in our mortality assumption which generally assumes longer life
expectancies for plan participants as compared with our prior assumption. Additionally the reduction in our discount rate
assumption contributed to the actuarial net loss in 2014.

Actuarial assumptions used to determine the benefit obligation for the pension plans for 2014 , 2013 and 2012 are as follows:

2014 2013 2012
Discount rate 3.75 - 4.05% 4.60 - 5.10% 3.70 - 4.45%
Annual rate of salary increases 4.00% 4.00 - 6.00% 5.00 - 6.00%
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Actuarial assumptions used to determine the benefit cost for 2014 , 2013 and 2012 for the pension plans are as follows:

2014 2013 2012
Discount rate 4.60 - 5.10% 3.70 - 4.45% 4.50 - 5.00%
Annual rate of salary increases 4.00 - 6.00% 5.00 - 6.00% 5.00 - 6.00%
Expected long-term rate of return on plan assets 6.75% 7.00% 7.25%

At December 31, 2014 , the projected benefit payments for the pension plans calculated using the same assumptions as those
used to calculate the benefit obligation described above are as follows:

(In thousands)

2015 $ 1,767
2016 1,722
2017 5,419
2018 5,498
2019 5,904
2020 through 2024 36,957

Investment Objectives and Fair Value Measurement

The general investment objectives of the retirement plan includes maximizing the return within reasonable and prudent levels of
risk and controlling administrative and management costs. The targeted asset allocation is weighted equally between equity and
fixed income investments. Investment decisions are made by our retirement benefits board as delegated by our board of directors.
Equity investments may include various types of U.S. and international equity securities, such as large-cap, mid-cap and small-cap
stocks. Fixed income investments may include cash and short-term instruments, U.S. Government securities, corporate bonds,
mortgages and other fixed income investments. No investments are prohibited for use in the retirement plan, including derivatives,
but our exposure to derivatives currently is not material. We intend that the long-term capital growth of the retirement plan, together
with employer contributions, will provide for the payment of the benefit obligations.

We determine our expected long-term rate of return on plan assets based on the current and expected target allocations of the
retirement plan investments and considering historical and expected long-term rates of returns on comparable fixed income
investments and equity investments.

The measurement of fair value is based on a three-tier hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other
than quoted prices in active markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in
which little or no market data exists, therefore requiring an entity to develop its own assumptions. Changes in economic conditions
or model-based valuation techniques may require the transfer of financial instruments from one fair value level to another. In such
instances, the transfer is reported at the beginning of the reporting period. For the years ended December 31, 2014 and 2013 ,
there were no transfers between levels.
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The fair value measurement of the retirement plan assets as of December 31, 2014 , was as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Mutual funds — U.S. equity securities $ 23,770 $ — % —
Mutual funds — international equity securities 5,096 — —
Mutual funds — fixed income securities 23,783 — —
Guaranteed deposit fund — 3,741 —
Total $ 52,649 $ 3,741 $ =

The fair value measurement of the retirement plan assets as of December 31, 2013 , was as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Mutual funds — U.S. equity securities $ 20,639 $ — 3 =
Mutual funds — international equity securities 4,956 — —
Mutual funds — fixed income securities 19,813 — —
Guaranteed deposit fund — 3,486 —
Total $ 45408 $ 3,486 $ =

The mutual funds consist primarily of publicly traded mutual funds and are recorded at fair value based on observable trades for
identical securities in an active market. The guaranteed deposit fund is a group annuity contract and is valued at estimated fair
value by discounting the related cash flows based on current yields of similar instruments with comparable durations that are
guoted in active markets.

Other Postretirement Benefits

We provide certain postretirement health care, dental, and life insurance benefits for eligible employees. We contributed $6.3
million , $1.5 million and $4.4 million to the postretirement benefit plan in 2014 , 2013 and 2012 , respectively. We expect to
contribute up to $9.0 million to the plan in 2015 .

The plan assets consisted of the following assets by category:

Asset Category 2014 2013

Fixed income securities 57.2% 46.6%

Equity securities 42.8% 53.4%
Total 100.0% 100.0%

Our measurement of the accumulated postretirement benefit obligation as of December 31, 2014 and 2013 does not reflect the
potential receipt of any subsidies under the Medicare Prescription Drug, Improvement and Modernization Act of 2003.
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Net postretirement benefit plan cost for 2014 , 2013 and 2012 was as follows by component:

(In thousands) 2014 2013 2012
Service cost $ 5,846 $ 5774 $ 5,433
Interest cost 1,991 1,562 1,552
Expected return on plan assets (1,361) (1,415) (1,016)
Amortization of prior service cost — — 125
Amortization of unrecognized loss — 220 534
Net postretirement cost $ 6,476 $ 6,141 $ 6,628

The following table reconciles the obligations, assets and funded status of the plan as well as the amounts recognized as
accrued postretirement liability in the consolidated statement of financial position as of December 31, 2014 and 2013 :

(In thousands) 2014 2013
Change in Benefit Obligation:
Beginning accumulated postretirement obligation $ (42,706) % (37,015)
Service cost (5,846) (5,774)
Interest cost (1,991) (1,562)
Actuarial net (loss) gain (7,695) 1,491
Benefits paid 311 154
Ending accumulated postretirement obligation $ (57,927) $ (42,706)
Change in Plan’s Assets:
Beginning plan assets at fair value $ 24,004 $ 19,670
Actual return on plan assets 2,107 2,857
Employer contributions 6,286 1,477
Employer provided retiree premiums 311 154
Benefits paid (311) (154)
Ending plan assets at fair value $ 32,397 $ 24,004
Funded status, underfunded $ (25,530) $ (18,702)

Amounts recorded as:
Funded Status:

Accrued postretirement liabilities $ (25,530) $ (18,702)
Total $ (25,530) $ (18,702)
Unrecognized Amounts in Non-current Regulatory Assets:

Net actuarial loss $ 9,258 % 2,309
Total $ 9,258 $ 2,309

The unrecognized amounts that otherwise would have been charged and/or credited to accumulated other comprehensive
income in accordance with the FASB guidance on accounting for retirement benefits are recorded as a regulatory asset on our
consolidated statements of financial position as discussed in Note 5 . The amounts recorded as a regulatory asset represent a net
periodic benefit cost to be recognized in our operating income in future periods.

The actuarial net loss in 2014 includes the impact of a change in our mortality assumption which generally assumes longer life
expectancies for plan participants as compared with our prior assumption. Additionally the reduction in our discount rate
assumption contributed to the actuarial net loss in 2014.
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Actuarial assumptions used to determine the benefit obligation for 2014 , 2013 and 2012 are as follows:

2014 2013 2012
Discount rate 4.20% 5.15% 4.20%
Annual rate of salary increases 4.00% 4.00% 5.00%
Health care cost trend rate assumed for next year 7.25% 7.50% 8.00%
Rate to which the cost trend rate is assumed to decline 5.00% 5.00% 5.00%
Year that the rate reaches the ultimate trend rate 2022 2022 2017
Annual rate of increase in dental benefit costs 5.00% 5.00% 5.00%

Actuarial assumptions used to determine the benefit cost for 2014 , 2013 and 2012 are as follows:

2014 2013 2012
Discount rate 5.15% 4.20% 5.00%
Annual rate of salary increases 4.00% 5.00% 5.00%
Health care cost trend rate assumed for next year 7.50% 8.00% 9.00%
Rate to which the cost trend rate is assumed to decline 5.00% 5.00% 5.00%
Year that the rate reaches the ultimate trend rate 2022 2017 2017
Expected long-term rate of return on plan assets 5.00 - 6.75% 7.00% 7.25%

At December 31, 2014 , the projected benefit payments for the postretirement benefit plan calculated using the same
assumptions as those used to calculate the benefit obligations listed above are as follows:

(In thousands)

2015 $ 450
2016 566
2017 713
2018 1,041
2019 1,373
2020 through 2024 12,833

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-
percentage-point increase or decrease in assumed health care cost trend rates would have the following effects on costs for 2014
and the postretirement benefit obligation at December 31, 2014 :

One-Percentage- One-Percentage-
(In thousands) Point Increase Point Decrease
Effect on total of service and interest cost $ 1,686 $ (1,322)
Effect on postretirement benefit obligation 12,643 (9,838)

Investment Objectives and Fair Value Measurement

The general investment objectives of the other postretirement benefit plan includes maximizing the return within reasonable and
prudent levels of risk and controlling administrative and management costs. The targeted asset allocation is weighted equally
between equity and fixed income investments. Investment decisions are made by our retirement benefits board as delegated by our
board of directors. Equity investments may include various types of U.S. and international equity securities, such as large-cap, mid-
cap and small-cap stocks. Fixed income investments may include cash and short-term instruments, U.S. Government securities,
corporate bonds, mortgages and other fixed income investments. No investments are prohibited for use in the other postretirement
benefit plan, including derivatives, but our exposure to derivatives currently is not material. We intend that the long-term capital
growth of the other postretirement benefit plan, together with employer contributions, will provide for the payment of the benefit

obligations.
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We determine our expected long-term rate of return on plan assets based on the current target allocations of the retirement plan
investments and considering historical returns on comparable fixed income investments and equity investments.

The measurement of fair value is based on a three-tier hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other
than quoted prices in active markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in
which little or no market data exists, therefore requiring an entity to develop its own assumptions. Changes in economic conditions
or model-based valuation techniques may require the transfer of financial instruments from one fair value level to another. In such
instances, the transfer is reported at the beginning of the reporting period. For the years ended December 31, 2014 and 2013 ,
there were no transfers between levels.

The fair value measurement of the other postretirement benefit plan assets as of December 31, 2014 , was as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Cash and cash equivalents $ 5,099 $ — % —
Mutual funds — U.S. equity securities 13,070 — —
Mutual funds — international equity securities 785 — —
Mutual funds — fixed income securities 12,790 — —
Guaranteed deposit fund — 653 —
Total $ 31,744 $ 653 $ —

The fair value measurement of the other postretirement benefit plan assets as of December 31, 2013, was as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Cash and cash equivalents $ 519 $ — % —
Mutual funds — U.S. equity securities 12,113 — —
Mutual funds — international equity securities 713 — —
Mutual funds — fixed income securities 10,127 — —
Guaranteed deposit fund — 532 —
Total $ 23,472 $ 532 $ —

Our investments included in cash equivalents consist of money market mutual funds and common and collective trusts that are
administered similar to money market funds recorded at cost plus accrued interest to approximate fair value. Our mutual fund
investments consist primarily of publicly traded mutual funds and are recorded at fair value based on observable trades for identical
securities in an active market. The guaranteed deposit fund is a group annuity contract and is valued at estimated fair value based
on the underlying assets of the fund by discounting the related cash flows based on current yields of similar instruments with
comparable durations, which represents the net asset value. As of December 31, 2014 and 2013 , there were no unfunded
commitments for the guaranteed deposit fund and the investment allowed a daily redemption with a one day notice.

Defined Contribution Plan

We also sponsor a defined contribution retirement savings plan. Participation in this plan is available to substantially all
employees. We match employee contributions up to certain predefined limits based upon eligible
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compensation and the employee’s contribution rate. The cost of this plan was $4.5 million , $4.5 million and $3.8 million in 2014 ,
2013 and 2012, respectively.

12 . FAIR VALUE MEASUREMENTS

The measurement of fair value is based on a three-tier hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other
than quoted prices in active markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in
which little or no market data exists, therefore requiring an entity to develop its own assumptions. Changes in economic conditions
or model-based valuation techniques may require the transfer of financial instruments from one fair value level to another. In such
instances, the transfer is reported at the beginning of the reporting period. For the years ended December 31, 2014 and 2013 ,
there were no transfers between levels.

Our assets and liabilities measured at fair value subject to the three-tier hierarchy at December 31, 2014 , were as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Cash and cash equivalents — cash equivalents $ 5,452 $ — 3 —
Mutual funds — fixed income securities 26,715 — —
Mutual funds — equity securities 667 — —
Financial liabilities measured on a recurring basis:
Interest rate swap derivatives — (1,934) —
Total $ 32834 $ (1,934) $ —

Our assets measured at fair value subject to the three-tier hierarchy at December 31, 2013 , were as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable
(In thousands) Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Financial assets measured on a recurring basis:
Cash and cash equivalents — cash equivalents $ 19,000 $ — $ =
Mutual funds — fixed income securities 21,318 — —
Mutual funds — equity securities 516 — —
Total $ 40,834 $ — % —

As of December 31, 2014 and 2013 , we held certain assets and liabilities that are required to be measured at fair value on a
recurring basis. The assets included in the table consist of investments recorded within cash and cash equivalents and other long-
term assets, including investments held in a trust associated with our supplemental nonqualified, noncontributory, retirement benefit
plans for selected management employees. Our cash and cash equivalents consist of money market mutual funds that are
administered similar to money market funds recorded at cost plus accrued interest to approximate fair value. Our mutual funds
consist primarily of publicly traded mutual funds and are recorded at fair value based on observable trades for identical securities in
an active market. Changes in the observed trading prices and liquidity of money market funds are monitored as additional support
for determining fair value, and losses are recorded in earnings for investments classified as trading securities and other
comprehensive income for investments classified as available-for-sale if fair value falls below recorded cost.

The liability related to derivatives consists of interest rate swaps as discussed in Note 8 . The fair value of our interest rate swap
derivatives as of December 31, 2014 is determined based on a discounted cash flow (“DCF”) method using LIBOR swap rates
which are observable at commonly quoted intervals.
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We also held non-financial assets that are required to be measured at fair value on a non-recurring basis. These consist of
goodwill and intangible assets. We did not record any impairment charges on long-lived assets and no other significant events
occurred requiring non-financial assets and liabilities to be measured at fair value (subsequent to initial recognition) during the
years ended December 31, 2014 and 2013 .

Fair Value of Financial Assets and Liabilities
Fixed Rate Debt

Based on the borrowing rates obtained from third party lending institutions currently available for bank loans with similar terms
and average maturities from active markets, the fair value of our consolidated long-term debt and debt maturing within one year,
excluding our revolving and term loan credit agreements , was $3,985.6 million and $3,299.0 million at December 31, 2014 and
2013, respectively. These fair values represent Level 2 under the three-tier hierarchy described above. The total book value of our
consolidated long-term debt and debt maturing within one year, excluding our revolving and term loan credit agreements , was
$3,629.8 million and $3,100.9 million at December 31, 2014 and 2013 , respectively.

Revolving and Term Loan Credit Agreements

At December 31, 2014 and 2013 , we had a consolidated total of $473.8 million and $511.2 million , respectively, outstanding
under our revolving and term loan credit agreements , which are variable rate loans. The fair value of these loans approximates
book value based on the borrowing rates currently available for variable rate loans obtained from third party lending institutions.
These fair values represent Level 2 under the three-tier hierarchy described above.

Other Financial Instruments

The carrying value of other financial instruments included in current assets and current liabilities, including cash and cash
equivalents and special deposits, approximates their fair value due to the short-term nature of these instruments.

13 . STOCKHOLDERS' EQUITY
Common Stock
General — At December 31, 2014 , ITC Holdings’ authorized capital stock consisted of:
» 300 million shares of common stock, without par value ; and
» 10 million shares of preferred stock, without par value .

As of December 31, 2014 , there were 155,140,967 shares of our common stock outstanding (which includes restricted stock),
no shares of preferred stock outstanding and 797 holders of record of our common stock.

Stock Split — In January 2014, we filed an amendment to our Articles of Incorporation, as previously approved by our
shareholders, to increase the number of authorized shares of common stock to 300 million shares. On February 6, 2014, the Board
of Directors declared a three-for-one split of our common stock to be accomplished by means of a stock distribution on February
28, 2014 to shareholders of record on February 18, 2014. As a result of the stock split and other issuances and retirements during
the year ended December 31, 2014 , our outstanding shares increased from approximately 52.5 million shares (unadjusted for the
three-for-one stock split) as of December 31, 2013 to 155,140,967 shares as of December 31, 2014 . In addition, all unvested
restricted stock awards, outstanding stock option awards and share reserves under our share-based compensation plans as
discussed in Note 14 were adjusted under the terms of the respective agreements for this three-for-one split. The share and per
share data in this Form 10-K reflects the three-for-one stock split effective February 28, 2014, unless otherwise noted.

Accelerated Share Repurchase Program — In April 2014, the Board of Directors authorized a share repurchase program for up
to $250.0 million , which expires in December 2015. On June 19, 2014, ITC Holdings entered into an accelerated share repurchase
agreement (the “ASR program”) with JP Morgan Chase (“JP Morgan”) for up to $150.0 million , with a minimum commitment of
$130.0 million . Under the ASR program, ITC Holdings advanced $150.0 million to JP Morgan in June 2014 and received an initial
delivery of 2.9 million shares with a fair market value of $104.0 million , based on the closing market price of $35.80 per share at
the commencement of the ASR program. On December 22, 2014, the ASR program was settled for $130.0 million and ITC
Holdings received an
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additional 0.7 million shares as determined by the volume-weighted average share price during the term of the ASR program less
an agreed upon discount and adjusted for the initial share delivery. Additionally, ITC Holdings received a repayment of the unused
advance of $20.0 million . ITC Holdings recorded the net $130.0 million payment as a reduction to common stock as of
December 31, 2014 .

Voting Rights — Each holder of ITC Holdings’ common stock, including holders of our common stock subject to restricted stock
awards, is entitled to cast one vote for each share held of record on all matters submitted to a vote of shareholders, including the
election of directors. Holders of ITC Holdings’ common stock have no cumulative voting rights.

Dividends — Holders of our common stock, including holders of common stock subject to restricted stock awards, are entitled to
receive dividends or other distributions declared by the board of directors. The right of the board of directors to declare dividends is
subject to the right of any holders of ITC Holdings’ preferred stock, to the extent that any preferred stock is authorized and issued,
and the availability under the Michigan Business Corporation Act of sufficient funds to pay dividends. We have not issued any
shares of preferred stock. The declaration and payment of dividends is subject to the discretion of ITC Holdings’ board of directors
and depends on various factors, including our net income, financial condition, cash requirements, future prospects and other factors
deemed relevant by ITC Holdings’ board of directors.

As a holding company with no business operations, ITC Holdings’ assets consist primarily of the stock and membership interests
in its subsidiaries, deferred tax assets and cash on hand. ITC Holdings’ only sources of cash to pay dividends to our stockholders
are dividends and other payments received by us from our Regulated Operating Subsidiaries and any other subsidiaries we may
have and the proceeds raised from the sale of our debt and equity securities. Each of our Regulated Operating Subsidiaries,
however, is legally distinct from ITC Holdings and has no obligation, contingent or otherwise, to make funds available to us for the
payment of dividends to ITC Holdings’ shareholders or otherwise. The ability of each of our Regulated Operating Subsidiaries and
any other subsidiaries we may have to pay dividends and make other payments to ITC Holdings is subject to, among other things,
the availability of funds, after taking into account capital expenditure requirements, the terms of its indebtedness, applicable state
laws and regulations of the FERC and the FPA.

The note purchase agreements governing ITC Holdings’ Term Loan Credit Agreement and Senior Notes impose restrictions on
ITC Holdings and its subsidiaries’ respective abilities to pay dividends if an event of default has occurred under the relevant
agreement, and thus ITC Holdings’ ability to pay dividends on its common stock will depend upon, among other things, our level of
indebtedness at the time of the proposed dividend and whether we are in compliance with the covenants under our revolving and
term loan credit facilities and our other debt instruments. ITC Holdings’ future dividend policy will also depend on the requirements
of any future financing agreements to which we may be a party and other factors considered relevant by ITC Holdings’ board of
directors.

Pursuant to SEC requirements, Schedule | included in Part IV Item 15 is required because of restrictions which limit the payment
of dividends to ITC Holdings by its subsidiaries. Each of our Regulated Operating Subsidiaries as of December 31, 2014 are limited
in using net assets for dividends based on management's intent to maintain the FERC-approved capital structure targeting 60%
equity and 40% debt for each of our Regulated Operating Subsidiaries. These net assets are included in Schedule | as the line-item
“Investments in subsidiaries.” Management does not expect that maintaining this targeted capital structure will have an impact on
the Company's ability to pay dividends at the current level in the foreseeable future.

Liquidation Rights — If ITC Holdings is dissolved, the holders of our common stock will share ratably in the distribution of all
assets that remain after we pay all of our liabilities and satisfy our obligations to the holders of any of ITC Holdings’ preferred stock,
to the extent that any preferred stock is authorized and issued.

Preemptive and Other Rights — Holders of our common stock have no preemptive rights to purchase or subscribe for any of our
stock or other securities of our company and there are no conversion rights or redemption or sinking fund provisions with respect to
our common stock.

Repurchases — In 2014 , 2013 and 2012 , we repurchased 3,673,226 , 163,320 and 298,599 shares of common stock for an
aggregate of $134.3 million , $4.9 million and $7.3 million , respectively, which represented shares of common stock delivered to us
by employees as payment of tax withholdings due to us upon the vesting of restricted stock in addition to shares delivered under
the ASR program described above.
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Accumulated Other Comprehensive Income

The following table provides the components of changes in AOCI for the years ended December 31, 2014 , 2013 and 2012 :

Year Ended December 31,
(In thousands) 2014 2013 2012
Balance at the beginning of period $ 6,327 $ (18,048) $ (15,368)
Derivative instruments

Reclassification of net (loss) gain relating to interest rate cash flow hedges from
AOCI to interest expense — net (net of tax of $349, $436 and $31 for the years
ended December 31, 2014, 2013 and 2012, respectively)

445 (25) 67
Reclassification of loss relating to interest rate cash flow hedges from AOCI to
loss on extinguishment of debt (net of tax of $83 for the year ended December
31, 2014)
117 — —
Gain (loss) on interest rate swaps relating to interest rate cash flow hedges (net
of tax of $1,465, $15,652 and $1,777 for the years ended December 31, 2014,
2013 and 2012, respectivel
pectively) (2,041) 24,329 (2,747)
Derivative instruments, net of tax (1,479) 24,304 (2,680)
Available-for-sale securities
Unrealized gain (loss) on available-for-sale securities (net of tax of $18 and $46
for the years ended December 31, 2014 and 2013, respectively) (32) 1
Available-for-sale securities, net of tax (32) 71 —
Total other comprehensive (loss) income, net of tax (1,511) 24,375 (2,680)
Balance at the end of period $ 4816 $ 6,327 $  (18,048)

ITC Holdings Sales Agency Financing Agreement

On July 27, 2011, ITC Holdings entered into a Sales Agency Financing Agreement (the “SAFA”). Under the terms of the SAFA,
ITC Holdings was able to issue and sell shares of common stock, without par value , from time to time, up to an aggregate sales
proceeds amount of $250.0 million . No shares were issued under the SAFA prior to its expiration on July 27, 2014.

14 . SHARE-BASED COMPENSATION

The share and per share data below reflects the three-for-one stock split effective February 28, 2014. See Note 13 for
discussion on the stock split. Our LTIP, which was adopted in 2006 and most recently amended and restated in 2011, permits the
compensation committee to make grants of a variety of share-based awards (such as options, restricted shares and deferred stock
units) for a cumulative amount of up to 14,850,000 shares to employees, directors and consultants. The LTIP provides that no more
than 9,750,000 of the shares may be granted as awards to be settled in shares of common stock other than options or stock
appreciation rights. No awards would be permitted after February 7, 2016. Prior to the adoption of the LTIP, we made various
share-based awards under the 2003 Plan, including options and restricted stock. In addition, our board of directors and
shareholders approved the ESPP, which we implemented effective April 1, 2007 and most recently amended on May 21, 2014. The
ESPP allows for the issuance of an aggregate of 665,000 shares of our common stock. Participation in this plan is available to
substantially all employees. ITC Holdings issues new shares to satisfy option exercises, restricted stock grants, employee ESPP
purchases and settlement of deferred stock units. As of December 31, 2014 , 4,999,110 shares were available for future issuance
under our LTIP and ESPP, including 4,603,292 shares issuable upon the exercise of outstanding stock options, of which 3,198,528
were vested.
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We recorded share-based compensation in 2014 , 2013 and 2012 as follows:

(In thousands) 2014 2013 2012
Operation and maintenance expenses $ 1,444 % 1,617 $ 1,933
General and administrative expenses 8,549 9,318 8,057
Amounts capitalized to property, plant and equipment 4,659 4,731 5,632
Total share-based compensation $ 14,652 $ 15,666 $ 15,622
Total tax benefit recognized in the consolidated statement of operations $ 4182 $ 4,557 $ 3,807

Tax deductions that exceed the cumulative compensation cost recognized for options exercised, restricted shares that vested or
deferred stock units that are settled are recognized as common stock only if the tax deductions reduce taxes payable as a result of
a realized cash benefit from the deduction. For the years ended December 31, 2014 , 2013 and 2012 , we recognized the tax
effects of the excess tax deductions as an increase in common stock of $7.8 million , $4.3 million and $23.0 million , respectively,
as the deductions have resulted in a reduction of taxes payable.

Options

Our option grants vest in equal annual installments over a 3 year period from the date of grant, or as a result of other events
such as death or disability of the option holder. The options have a term of 10 years from the grant date.

Stock option activity for 2014 was as follows:

Weighted
Number of Average
Options Exercise Price
Outstanding at January 1, 2014 (3,385,620 exercisable with a weighted average exercise
price of $14.33) 5,169,828 $ 18.53
Granted 652,900 36.73
Exercised (1,011,750) 18.43
Forfeited (207,686) 28.00
Outstanding at December 31, 2014 (3,198,528 exercisable with a weighted average
exercise price of $15.98) 4,603,292 ¢ 20.71

Grant date fair value of the stock options awards granted during 2014 , 2013 and 2012 was determined using a Black-Scholes
option pricing model. The following assumptions were used in determining the weighted average fair value per option:

2014 2013 2012
Option Grants Option Grants Option Grants
Weighted average grant date fair value per option $ 8.92 $ 7.06 $ 5.53
Weighted average expected volatility (a) 27.2% 29.3% 29.8%
Weighted average risk-free interest rate 1.8% 1.1% 1.0%
Weighted average expected term (b) 6 years 6 years 6 years
Weighted average expected dividend yield 1.55% 1.72% 1.99%
Estimated fair value of underlying shares $ 36.73 $ 29.31 $ 23.59

(a) We estimated volatility using the historical volatility of our stock.

(b) The expected term represents the period of time that options granted are expected to be outstanding. We have utilized the
simplified method permitted under share-based award accounting standards in determining the expected term for all option
grants as we do not have sufficient historical exercise data to provide a reasonable basis upon which to estimate expected
term due to the limited number of awards of equity shares that have reached expiration.
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At December 31, 2014 , the aggregate intrinsic value and the weighted average remaining contractual term for all outstanding
options were approximately $90.8 million and 5.3 years , respectively. At December 31, 2014 , the aggregate intrinsic value and the
weighted average remaining contractual term for exercisable options were $78.2 million and 3.9 years , respectively. The aggregate
intrinsic value of options exercised during 2014 , 2013 and 2012 was $18.5 million , $53.2 million and $53.2 million , respectively. At
December 31, 2014 , the total unrecognized compensation cost related to the unvested options awards was $6.3 million and the
weighted average period over which it is expected to be recognized was 1.9 years .

We estimate that 4,494,995 of the options outstanding at December 31, 2014 will vest, including those already vested. The
weighted average exercise price, aggregate intrinsic value and the weighted average remaining contractual term for options shares
that are vested and expected to vest as of December 31, 2014 was $20.45 per share, $89.8 million and 5.3 years , respectively.

Restricted Stock Awards

Holders of restricted stock awards have all the rights of a holder of common stock of ITC Holdings, including dividend and voting
rights. The holder becomes vested as a result of certain events such as death or disability of the holder, but not later than the
vesting date of the awards. The weighted average expected remaining vesting period at December 31, 2014 is 1.5 years . Holders
of restricted shares may not sell, transfer, or pledge their restricted shares until the shares vest and the restrictions lapse.
Restricted stock awards are recorded at fair value at the date of grant, which is based on the closing share price on the grant date.
Awards that were granted for future services are accounted for as unearned compensation, with amounts amortized over the
vesting period.

Restricted stock award activity for 2014 was as follows:

Number of Weighted

Restricted Average

Stock Grant Date

Awards Fair Value
Unvested restricted stock awards at January 1, 2014 1,386,966 $ 24.32
Granted 321,139 36.75
Vested (395,565) 21.53
Forfeited (88,721) 26.03
Unvested restricted stock awards at December 31, 2014 1223819 g 28.37

The weighted average grant date fair value of restricted stock awarded during 2013 and 2012 was $29.42 and $23.88 per
share , respectively. The aggregate fair value of restricted stock awards as of December 31, 2014 was $49.5 million . The
aggregate fair value of restricted stock awards that vested during 2014 , 2013 and 2012 was $14.4 million , $15.8 million and $25.1
million , respectively. At December 31, 2014 , the total unrecognized compensation cost related to the restricted stock awards was
$18.2 million and the weighted average period over which that cost is expected to be recognized was 2.2 years .

As of December 31, 2014 , we estimate that 1,081,166 shares of the restricted shares outstanding at December 31, 2014 will
vest. The weighted average fair value, aggregate intrinsic value and the weighted average remaining contractual term for restricted
shares that are expected to vest is $28.15 per share , $43.7 million and 1.5 years , respectively.

Employee Stock Purchase Plan

The ESPP is a compensatory plan accounted for under the expense recognition provisions of the share-based payment
accounting standards. Compensation expense is recorded based on the fair market value of the purchase options at the grant date,
which corresponds to the first day of each purchase period and is amortized over the purchase period. During 2014 , 2013 and
2012 , employees purchased 69,230 , 77,097 and 76,563 shares, respectively, resulting in proceeds from the sale of our common
stock of $2.1 million , $1.9 million and $1.6 million , respectively, under the ESPP. The total share-based compensation
amortization for the ESPP was $0.5 million , $0.4 million and $0.4 million for the years ended December 31, 2014 , 2013 and 2012 ,
respectively.

15 . JOINTLY OWNED UTILITY PLANT/COORDINATED SERVIC ES

Our Regulated Operating Subsidiaries have agreements with other utilities for the joint ownership of substation assets and
transmission lines. We account for these jointly owned assets by recording property, plant and equipment
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for our percentage of ownership interest. Various agreements provide the authority for construction of capital improvements and for
the operating costs associated with the substations and lines. Generally, each party is responsible for the capital, operation and
maintenance, and other costs of these jointly owned facilities based upon each participant’'s undivided ownership interest. Our
Regulated Operating Subsidiaries’ participating share of expenses associated with these jointly held assets are primarily recorded
within operation and maintenance expense on our consolidated statement of operations.

We have investments in jointly owned utility assets as shown in the table below as of December 31, 2014 :

Net Construction
(In thousands) Investments (a) Work in Progress
Substations $ 30,842 $ 931
Lines 100,591 3,640
Total $ 131,433 $ 4,571

(&) Amount represents our investment in jointly held plant, which has been reduced by the ownership interest amounts of other
parties.

ITCTransmission

ITCTransmission has joint ownership in two 345 kV transmission lines with a municipal power agency that has a 50.4%
ownership interest in the transmission lines. ITCTransmission’s net investment in these two lines totaled $28.4 million (including
$0.8 million of jointly owned lines under construction) as of December 31, 2014 . The municipal power agency’s ownership portion
entitles them to approximately 234 MW of network transmission service over the ITCTransmission system. An Ownership and
Operating Agreement with the municipal power agency provides ITCTransmission with authority for construction of capital
improvements and for the operation and management of the transmission lines. The municipal power agency is responsible for the
capital and operation and maintenance costs allocable to their ownership interest.

METC

METC has joint sharing of several assets within various substations with Consumers Energy, other municipal distribution
systems and other generators. The rights, responsibilities and obligations for these jointly owned assets are documented in the
Amended and Restated Distribution — Transmission Interconnection Agreement with Consumers Energy and in numerous
Interconnection Facilities Agreements with various municipalities and other generators. As of December 31, 2014 , METC had net
investments in jointly owned assets within substations totaling $13.4 million (including less than $0.1 million of jointly owned
substation assets under construction) of which METC’s ownership percentages for these jointly owned substation assets ranged
from 6.3% to 92.0% . In addition, other municipal power agencies and cooperatives have an ownership interest in several METC
345 kV transmission lines. This ownership entitles these municipal power agencies and cooperatives to approximately 608 MW of
network transmission service over the METC transmission system. As of December 31, 2014 , METC had net investments in jointly
shared transmission lines totaling $41.0 million of which METC's ownership percentages for these jointly owned lines ranged from
1.0% to 41.9% .

ITC Midwest

ITC Midwest has joint sharing of several substations and transmission lines with various parties. As of December 31, 2014 , ITC
Midwest had net investments in jointly shared substations facilities totaling $17.8 million (including $0.4 million of jointly owned
substation assets under construction) of which ITC Midwest's ownership percentages for these jointly owned substations facilities
ranged from 28.0% to 80.0% . As of December 31, 2014 , ITC Midwest had net investments in jointly shared transmission lines
totaling $32.8 million (including $0.7 million of jointly owned lines under construction) of which ITC Midwest's ownership percentage
for these jointly owned lines ranged from 48.0% to 80.0% .

ITC Great Plains

In May 2014, ITC Great Plains entered into a joint ownership agreement with an electric cooperative that has a 49% ownership
interest in the transmission project. ITC Great Plains will construct and operate the project and the electric cooperative will be
responsible for their ownership percentage of capital and operation and maintenance
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costs. As of December 31, 2014 , ITC Great Plains had net investment in the project that is currently under construction of $2.6
million of which ITC Great Plains ownership percentage was 51% .

16 . COMMITMENTS AND CONTINGENT LIABILITIES
Environmental Matters

Our Regulated Operating Subsidiaries’ operations are subject to federal, state, and local environmental laws and regulations,
which impose limitations on the discharge of pollutants into the environment, establish standards for the management, treatment,
storage, transportation and disposal of hazardous materials and of solid and hazardous wastes, and impose obligations to
investigate and remediate contamination in certain circumstances. Liabilities to investigate or remediate contamination, as well as
other liabilities concerning hazardous materials or contamination, such as claims for personal injury or property damage, may arise
at many locations, including formerly owned or operated properties and sites where wastes have been treated or disposed of, as
well as at properties currently owned or operated by our Regulated Operating Subsidiaries. Such liabilities may arise even where
the contamination does not result from noncompliance with applicable environmental laws. Under a number of environmental laws,
such liabilities may also be joint and several, meaning that a party can be held responsible for more than its share of the liability
involved, or even the entire share. Although environmental requirements generally have become more stringent and compliance
with those requirements more expensive, we are not aware of any specific developments that would increase our Regulated
Operating Subsidiaries’ costs for such compliance in a manner that would be expected to have a material adverse effect on our
results of operations, financial position or liquidity.

Our Regulated Operating Subsidiaries’ assets and operations also involve the use of materials classified as hazardous, toxic or
otherwise dangerous. Many of the properties our Regulated Operating Subsidiaries own or operate have been used for many
years, and include older facilities and equipment that may be more likely than newer ones to contain or be made from such
materials. Some of these properties include aboveground or underground storage tanks and associated piping. Some of them also
include large electrical equipment filled with mineral oil, which may contain or previously have contained polychlorinated biphenyls,
or PCBs. Our Regulated Operating Subsidiaries’ facilities and equipment are often situated close to or on property owned by others
so that, if they are the source of contamination, other’s property may be affected. For example, aboveground and underground
transmission lines sometimes traverse properties that our Regulated Operating Subsidiaries do not own, and, at some of our
Regulated Operating Subsidiaries’ transmission stations, transmission assets (owned or operated by our Regulated Operating
Subsidiaries) and distribution assets (owned or operated by our Regulated Operating Subsidiaries’ transmission customer) are
commingled.

Some properties in which our Regulated Operating Subsidiaries have an ownership interest or at which they operate are, and
others are suspected of being, affected by environmental contamination. Our Regulated Operating Subsidiaries are not aware of
any pending or threatened claims against them with respect to environmental contamination, or of any investigation or remediation
of contamination at any properties, that entail costs likely to materially affect them. Some facilities and properties are located near
environmentally sensitive areas such as wetlands.

Claims have been made or threatened against electric utilities for bodily injury, disease or other damages allegedly related to
exposure to electromagnetic fields associated with electric transmission and distribution lines. While our Regulated Operating
Subsidiaries do not believe that a causal link between electromagnetic field exposure and injury has been generally established
and accepted in the scientific community, if such a relationship is established or accepted, the liabilities and costs imposed on our
business could be significant. We are not aware of any pending or threatened claims against our Regulated Operating Subsidiaries
for bodily injury, disease or other damages allegedly related to exposure to electromagnetic fields and electric transmission and
distribution lines that entail costs likely to have a material adverse effect on our results of operations, financial position or liquidity.

Litigation

We are involved in certain legal proceedings before various courts, governmental agencies and mediation panels concerning
matters arising in the ordinary course of business. These proceedings include certain contract disputes, regulatory matters and
pending judicial matters. We cannot predict the final disposition of such
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proceedings. We regularly review legal matters and record provisions for claims that are considered probable of loss.
Michigan Sales and Use Tax Audit

The Michigan Department of Treasury has conducted sales and use tax audits of ITCTransmission for the audit periods April 1,
2005 through June 30, 2008 and October 1, 2009 through September 30, 2013. The Michigan Department of Treasury has denied
ITCTransmission’s use of the industrial processing exemption from use tax it has taken beginning January 1, 2007.

ITCTransmission believes that its utilization of the industrial processing exemption is appropriate and intends to defend itself
against the denial of such exemption through certain administrative and judicial appeal rights. However, it is reasonably possible
that the assessment of additional use tax could be sustained after all administrative appeals and litigation have been exhausted.

The amount of use tax liability associated with the exemptions taken by ITCTransmission through December 31, 2014 is
estimated to be approximately $15.5 million , including interest. This amount includes approximately $10.0 million , including
interest, assessed or preliminarily assessed for the audit periods noted above. ITCTransmission has not recorded this contingent
liability as of December 31, 2014 . METC has also taken the industrial processing exemption, estimated to be approximately $10.6
million for periods still subject to audit and METC has also not recorded any contingent liabilities as of December 31, 2014
associated with this matter. In the event it becomes appropriate to record additional use tax liability relating to this matter,
ITCTransmission and METC would record the additional use tax primarily as an increase to the cost of property, plant and
equipment, as the majority of purchases for which the exemption was taken relate to equipment purchases associated with capital
projects.

FERC Audit Refund

In 2011, the FERC issued an order that identified certain findings and recommendations of certain staff of the FERC relating to
specific aspects of the accounting treatment for the acquisition of the transmission assets of IP&L by ITC Midwest that required
adjustments to the MISO Regulated Operating Subsidiaries’ respective annual revenue requirement calculations and resulted in
corresponding refunds. ITC Midwest, ITCTransmission and METC recorded an aggregate regulatory liability for the refund and
related interest of $13.1 million as of December 31, 2013 . The amounts were fully refunded through the cost-based formula rates in
2014.

Rate of Return on Equity and Capital Structure Comp  laint

On November 12, 2013, the Association of Businesses Advocating Tariff Equity, Coalition of MISO Transmission Customers,
lllinois Industrial Energy Consumers, Indiana Industrial Energy Consumers, Inc., Minnesota Large Industrial Group, and Wisconsin
Industrial Energy Group (collectively, the “complainants”) filed a complaint with the FERC under Section 206 of the FPA (the
“Complaint”), requesting that the FERC find the current 12.38% MISO regional base ROE rate for all MISO TOs, including
ITCTransmission, METC and ITC Midwest to no longer be just and reasonable. The complainant sought a FERC order reducing the
regional base ROE rate used in our MISO Regulated Operating Subsidiaries’ formula transmission rates to 9.15% . The complaint
also alleged that the rates of any MISO TO using a capital structure with greater than 50% for the equity component are likewise
not just and reasonable (our MISO Regulated Operating Subsidiaries use their actual capital structures, which target 60% equity, as
FERC had previously authorized). The Complaint also alleged the ROE adders currently approved for certain ITC Holdings
operating companies, including an adder currently charged by ITCTransmission for being a member of an RTO and adders charged
by ITCTransmission and METC for being independent transmission owners, are no longer just and reasonable, and sought to have
them eliminated.

On January 6, 2014, our MISO Regulated Operating Subsidiaries filed responses to the Complaint with the FERC (both jointly
with other MISO TOs and through a separate supplemental response), supporting the current regional base ROE rate as just and
reasonable, the use of current individual company capital structures, and the use of approved ROE adders for RTO membership
and independence. The responses sought dismissal of the Complaint, asserting that the complainants failed to meet their burden
under Section 206 of the FPA to show that the current regional base ROE rate, approved capital structures and ROE adders
approved for ITCTransmission and METC are no longer just and reasonable.

On June 19, 2014, in a separate Section 206 complaint against the regional base ROE rate for ISO New England TOs, FERC
adopted a new methodology for establishing base ROE rates for electric transmission utilities. The
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new methodology is based on a two-step discounted cash flow analysis (“two-step DCF”) that uses both short-term and long-term
growth projections in calculating ROE rates for a proxy group of electric utilities. The previous methodology used only short-term
growth projections. FERC also reiterated that it can apply discretion in determining how ROE rates are established within a zone of
reasonableness and reiterated its policy for limiting the overall ROE rate for any company, including the base and all applicable
adders, at the high end of the zone of reasonableness set by the two-step DCF methodology. The new method presented in the
ISO New England ROE case will be used in resolving the MISO ROE case.

On October 16, 2014, FERC granted the complainants’ request in part by setting the MISO regional base ROE rate for hearing
and settlement procedures, while denying all other aspects of the Complaint. FERC found the joint complainants failed to show that
the use of actual or FERC-approved capital structures that include more than 50% equity are unjust and unreasonable. FERC also
denied the request to terminate ITCTransmission’s and METC’s ROE incentives. The order again reiterates that any TO'’s total
ROE rate is limited by the top end of a zone of reasonableness and the TO’s ability to implement the full amount of previously
granted ROE adders may be affected by the outcome of the hearing. FERC set the refund effective date as November 12, 2013.

During the fourth quarter of 2014, the MISO TOs engaged in the ordered FERC settlement procedures with the complainants but
were not able to reach resolution. On January 5, 2015, the Chief Judge issued an order which terminated settlement procedures
and set the matter for hearing. The order established a schedule for the proceeding for a hearing within 32 weeks of the order and
an initial decision within 47 weeks of the order. We expect FERC to establish a new base ROE rate to determine any refund liability
for the period of November 12, 2013 through February 11, 2015 (the “Initial Refund Period”). The new base ROE rate as well as
any ROE adders, subject to the limitations of the top end of any zone of reasonableness that is established, are expected to be
used to calculate the refund liability for the Initial Refund Period.

We believe it is probable that a refund will be required for the Initial Refund Period, and the estimated range of refunds is
expected to be from $47.8 million to $88.1 million for the period from November 12, 2013 through December 31, 2014 . During the
fourth quarter of 2014, ITCTransmission, METC, and ITC Midwest recorded an aggregate estimated regulatory liability of $47.8
million for the potential refunds as of December 31, 2014 , as there is no best estimate within the range of refunds. This amount has
been recorded as a reduction of revenues of $46.9 million and an increase in interest expense of $0.9 million in the consolidated
statements of operations, and resulted in an estimated after-tax reduction of net income of $28.9 million for the year ended
December 31, 2014 . Based on the estimated range of refunds identified above, we believe that it is reasonably possible that this
matter could result in an additional pre-tax refund of up to $40.3 million (or a $24.4 million after-tax reduction of net income) in
excess of the amount recorded as of December 31, 2014 . It is also possible the outcome of this matter could differ from the
estimated range of losses and materially affect our results of operations due to the uncertainty of the calculation of an authorized
ROE rate along with the zone of reasonableness under the newly adopted two-step DCF methodology, which is subject to
significant discretion by the FERC.

In a separate but related matter, in November 2014, METC, ITC Midwest and other MISO TOs filed a request with FERC under
FPA Section 205 for authority to include a 50 basis point incentive adder for RTO patrticipation in each of the TOs’ formula rates. On
January 5, 2015, FERC approved the use of this incentive adder, effective January 6, 2015. These adders would be applied to
METC'’s and ITC Midwest's base ROE rates in establishing their total authorized ROE rates, subject to the limitations of the top end
of any zone of reasonableness that is established. Additionally, on January 30, 2015, ITC Midwest filed a request with FERC under
FPA Section 205 for authority to include a 100 basis point incentive adder for independent transmission ownership, which is
currently authorized for ITCTransmission and METC. Finally, on February 12, 2015, an additional complaint was filed under Section
206 of the FPA seeking a FERC order reducing the regional base ROE rate used in our MISO Regulated Operating Subsidiaries’
formula transmission rates to 8.67% , to be effective for the period beginning February 12, 2015.

Purchase Obligations and Leases

At December 31, 2014 , we had purchase obligations of $44.2 million representing commitments for materials, services and
equipment that had not been received as of December 31, 2014 , primarily for construction and maintenance projects for which we
have an executed contract. The majority of the items relate to materials and equipment that have long production lead times that
are expected to be paid for in 2015 .
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We have operating leases for office space, equipment and storage facilities. We recognize expenses relating to our operating
lease obligations on a straight-line basis over the term of the lease. We recognized rent expense of $1.0 million , $0.8 million and
$0.7 million for the years ended December 31, 2014 , 2013 and 2012 , respectively, recorded in general and administrative and
operation and maintenance expenses. These amounts and the amounts in the table below do not include any expense or payments
to be made under the METC Easement Agreement described below under “Other Commitments — METC — Amended and
Restated Easement Agreement with Consumers Energy.”

Future minimum lease payments under the leases at December 31, 2014 were:

(In thousands)

2015 $ 850
2016 800
2017 753
2018 632
2019 and thereafter 2,400

Total minimum lease payments $ 5,435

Other Commitments

Nonconsolidated Variable Interest Entity

We have an agreement with Utility Lines Construction Services, Inc. (“ULCS"), which is a division of Asplundh Tree Expert Co.,
to perform the majority of maintenance for all of our Regulated Operating Subsidiaries. The agreement between us and ULCS
contains a variable component related to a cost-plus arrangement which is a consideration for consolidation. However, we are not
subject to risk of loss from ULCS’ operations and have not provided, nor will we provide, any significant financial support other than
contractual payments. We have evaluated the agreement for possible consolidation, including review of qualitative factors such as
the length and terms of the agreement, and have concluded that ULCS is not required to be consolidated in our consolidated
financial statements.

METC

Amended and Restated Purchase and Sale Agreement for Ancillary Services with Consumers Energy. Under the Purchase and
Sale Agreement for Ancillary Services with Consumers Energy (the “Ancillary Services Agreement”), Consumers Energy provides
reactive power, balancing energy, load following and spinning and supplemental reserves that are needed by METC and MISO.
These ancillary services are a necessary part of the provision of transmission service. This agreement is necessary because METC
does not own any generating facilities and therefore must procure ancillary services from third party suppliers including Consumers
Energy. The Ancillary Services Agreement establishes the terms and conditions under which METC obtains ancillary services from
Consumers Energy. Consumers Energy will offer all ancillary services as required by FERC Order No. 888 at FERC-approved
rates. METC is not precluded from procuring these services from third party suppliers and is free to purchase ancillary services
from unaffiliated generators located within its control area or in neighboring jurisdictions on a non-preferential, competitive basis.
This one -year agreement became effective on May 1, 2002 and is automatically renewed each year for successive one -year
periods. The Ancillary Services Agreement can be terminated by either party with six months prior written notice. Services
performed by Consumers Energy under the Ancillary Services Agreement are charged to operation and maintenance expense.

Amended and Restated Easement Agreement with Consumers Energy. The Easement Agreement with Consumers Energy (the
“Easement Agreement”) provides METC with an easement for transmission purposes and rights-of-way, leasehold interests, fee
interests and licenses associated with the land over which the transmission lines cross. Consumers Energy has reserved for itself
the rights to and the value of activities associated with other uses of the infrastructure (such as for fiber optics, telecommunications
and gas pipelines). The cost for use of the rights-of-way is $10.0 million per year. The term of the Easement Agreement runs
through December 31, 2050 and is subject to 10 automatic 50 -year renewals thereafter. Payments to Consumers Energy under
the Easement Agreement are charged to operation and maintenance expense.
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ITC Midwest

Operations Services Agreement For 34.5 kV Transmission Facilities. ITC Midwest and IP&L have entered into the Operations
Services Agreement For 34.5 kV Transmission Facilities (the “OSA”), effective as of January 1, 2011, under which IP&L performs
certain operations of ITC Midwest's 34.5 kV transmission system. The OSA will remain in full force and effect until December 31,
2015 and will extend automatically from year to year thereafter until terminated by either party upon not less than one year prior
written notice to the other party.

ITC Great Plains

Amended and Restated Maintenance Agreement. Mid-Kansas Electric Company LLC (“Mid-Kansas”) and ITC Great Plains have
entered into a Maintenance Agreement (the “Mid-Kansas Agreement”), dated as of August 24, 2010, and amended June 20, 2013,
pursuant to which Mid-Kansas has agreed to perform various field operations and maintenance services related to certain ITC
Great Plains assets. The Mid-Kansas Agreement has an initial term of 10 years and automatic 10 -year renewal terms unless
terminated (1) due to a breach by the non-terminating party following notice and failure to cure, (2) by mutual consent of the parties,
or (3) by ITC Great Plains under certain limited circumstances. Services must continue to be provided for at least six months
subsequent to the termination date in any case.

Maintenance Agreement. Midwest Energy, Inc. (“Midwest Energy”) and ITC Great Plains entered into a maintenance agreement
(the “Midwest Energy Agreement”) dated as of June 25, 2012, pursuant to which Midwest Energy agreed to perform various field
operations and maintenance service related to ITC Great Plains facilities associated with the KETA project. The Midwest Energy
Agreement had an initial term of three years with automatic three -year renewals unless terminated (1) due to a material breach by
the non-terminating party following notice and failure to cure or (2) by mutual consent of the parties. In December 2014, ITC Great
Plains and Midwest Energy mutually agreed to terminate the Midwest Energy Agreement. Services will continue to be provided
through the effective termination date of June 24, 2015.

Concentration of Credit Risk

Our credit risk is primarily with DTE Electric, Consumers Energy and IP&L, which were responsible for approximately 22.2% ,
24.2% and 29.0% , respectively, or $224.5 million , $244.7 million and $292.9 million , respectively, of our consolidated billed
revenues for the year ended December 31, 2014 . These percentages and amounts of total billed revenues of DTE Electric,
Consumers Energy and IP&L include the collection of 2012 revenue accruals and deferrals and exclude any amounts for the 2014
revenue accruals and deferrals that were included in our 2014 operating revenues, but will not be billed to our customers until
2016 . Any financial difficulties experienced by DTE Electric, Consumers Energy or IP&L could negatively impact our business.
MISO, as our MISO Regulated Operating Subsidiaries’ billing agent, bills DTE Electric, Consumers Energy, IP&L and other
customers on a monthly basis and collects fees for the use of our transmission systems. SPP bills customers of ITC Great Plains
on a monthly basis and collects fees for the use of ITC Great Plains’ assets. MISO and SPP have implemented strict credit policies
for its members’ customers, which include customers using our transmission systems. Specifically, MISO and SPP require a letter
of credit or cash deposit equal to the credit exposure, which is determined by a credit scoring model and other factors, from any
customer using a member’s transmission system.

17 . ENTERGY TRANSACTION

In 2011, Entergy and ITC Holdings executed definitive agreements under which Entergy would divest and then merge its electric
transmission business with a wholly-owned subsidiary of ITC Holdings. Completion of the transaction was subject to the satisfaction
of certain closing conditions, including the receipt of necessary approvals of Entergy’s retail regulators. On December 10, 2013, the
Mississippi Public Service Commission issued an order denying permission to transfer ownership and control of Entergy Mississippi
Inc. ' s transmission assets to a subsidiary of ITC Holdings. On December 13, 2013, ITC Holdings and Entergy mutually agreed to
terminate the Entergy Transaction.

For the years ended December 31, 2014 , 2013 and 2012 , we expensed external legal, advisory and financial services fees
related to the terminated Entergy Transaction of $0.4 million , $43.1 million and $19.4 million , respectively, and certain internal
labor and associated costs related to the terminated Entergy Transaction of $0.7 million , $7.8 million and $7.1 million , respectively.
The external and internal costs related to the Entergy Transaction were not included as components of revenue requirement at our
Regulated Operating Subsidiaries as they were incurred at ITC Holdings.

18 . SEGMENT INFORMATION

We identify reportable segments based on the criteria set forth by the FASB regarding disclosures about segments of an
enterprise, including the regulatory environment of our subsidiaries and the business activities performed to earn revenues and
incur expenses.

Regulated Operating Subsidiaries

We aggregate ITCTransmission, METC, ITC Midwest and ITC Great Plains into one reportable operating segment based on
their similar regulatory environment and economic characteristics, among other factors. They are engaged in the transmission of



electricity within the United States, earn revenues from the same types of customers and are regulated by the FERC. Their tariff
rates are established using cost-based formula rates.

ITC Holdings and Other

Information below for ITC Holdings and Other consists of a holding company whose activities include debt and equity financings
and general corporate activities and all of ITC Holdings’ other subsidiaries, excluding the Regulated Operating Subsidiaries, which
are focused primarily on business development activities.

Regulated

Operating ITC Holdings Reconciliations/
2014 Subsidiaries and Other Eliminations Total
(In thousands)
Operating revenues $ 1,023,170 $ 605 $ (727) $ 1,023,048
Depreciation and amortization 127,320 716 — 128,036
Interest expense — net 81,225 105,418 (7) 186,636
Income (loss) before income taxes 548,704 (154,299) — 394,405
Income tax provision (benefit) 210,914 (60,592) — 150,322
Net income 337,790 244,083 (337,790) 244,083
Property, plant and equipment — net 5,483,093 13,782 — 5,496,875
Goodwill 950,163 — — 950,163
Total assets (a) 6,867,411 3,944,318 (3,837,640) 6,974,089
Capital expenditures 736,751 1,471 (5,077) 733,145

Regulated

Operating ITC Holdings Reconciliations/
2013 Subsidiaries and Other Eliminations Total
(In thousands)
Operating revenues $ 941,571 $ 567 $ (866) $ 941,272
Depreciation and amortization 117,924 672 — 118,596
Interest expense — net 70,239 98,660 (580) 168,319
Income (loss) before income taxes 515,327 (162,959) — 352,368
Income tax provision (benefit) 193,764 (74,902) — 118,862
Net income 321,563 233,506 (321,563) 233,506
Property, plant and equipment — net 4,833,545 12,981 — 4,846,526
Goodwill 950,163 — — 950,163
Total assets (a) 6,174,888 3,619,759 (3,512,404) 6,282,243
Capital expenditures 824,165 2,208 (4,785) 821,588
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Regulated

Operating ITC Holdings Reconciliations/
2012 Subsidiaries and Other Eliminations Total
(In thousands)
Operating revenues $ 830,616 $ 607 $ (688) $ 830,535
Depreciation and amortization 105,841 671 — 106,512
Interest expense — net 65,445 90,289 — 155,734
Income (loss) before income taxes 422,074 (125,566) — 296,508
Income tax provision (benefit) 159,528 (50,896) — 108,632
Net income 262,545 187,876 (262,545) 187,876
Property, plant and equipment — net 4,123,520 11,059 — 4,134,579
Goodwill 950,163 — — 950,163
Total assets (a) 5,440,401 3,252,047 (3,127,639) 5,564,809
Capital expenditures 806,825 243 (4,305) 802,763

(a) Reconciliation of total assets results primarily from differences in the netting of deferred tax assets and liabilities at our
Regulated Operating Subsidiaries as compared to the classification in our consolidated statements of financial position.

19 . SUPPLEMENTARY QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Quarterly earnings per share amounts may not sum to the totals for each of the years, since quarterly computation are based on
weighted average common shares outstanding during each quarter.

First Second Third Fourth

(In thousands, except per share data) Quarter Quarter Quarter Quarter Year
2014

Operating revenues (a) $ 258,603 $ 263,214 $ 270,134 $ 231,097 $ 1,023,048
Operating income (a)(b) 153,441 158,928 161,432 119,028 592,829
Net income (a)(b)(c) 69,136 54,336 73,873 46,738 244,083
Basic earnings per share $ 044 $ 034 $ 047 $ 030 $ 1.56
Diluted earnings per share $ 043 $ 034 $ 047 $ 030 $ 1.54
2013

Operating revenues $ 217,304 $ 229,817 $ 238,782 $ 255,369 $ 941,272
Operating income (b) 112,881 110,994 130,822 141,364 496,061
Net income (b)(d) 50,190 47,395 58,984 76,937 233,506
Basic earnings per share $ 032 % 030 $ 037 $ 049 $ 1.49
Diluted earnings per share $ 032 % 030 $ 037 $ 048 $ 1.47

(a) During the fourth quarter of 2014, we established a refund reserve at our MISO Regulated Operating Subsidiaries related to the
rate of return on equity and capital structure complaint as described in Note 16 , which resulted in a reduction in operating
revenues and operating income of $46.9 million and an estimated $28.9 million reduction to net income.

(b) During the years ended December 31, 2014 and 2013 , we expensed external legal, advisory and financial services fees of
$0.4 million and $43.1 million , respectively, and internal labor and related costs of approximately $0.7 million and $7.8 million ,
respectively, related to the Entergy Transaction, which reduced operating income. These expenses, including the fourth quarter
2013 effects described below, resulted in an estimated reduction to net income of $0.7 million and $22.7 million for the years
ended December 31, 2014 and 2013 , respectively. The external and internal costs related to the Entergy Transaction are not
included as components of revenue requirement at our Regulated Operating Subsidiaries as they were incurred at ITC
Holdings.
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(c) During the year ended December 31, 2014 , we incurred a loss on extinguishment of debt of $29.2 million related to the tender
of ITC Holdings Senior Notes as described in Note 8 , which resulted in an estimated reduction to net income of $18.2 million .

(d) During the fourth quarter of 2013, we recognized a reduction in income tax provision and a corresponding increase in net
income of $13.1 million , respectively, for the external costs related to the Entergy transaction that originally were recorded as
non-deductible for income tax provision purposes.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE.

None.

ITEM 9A. CONTROLS AND PROCEDURES.

Management's Report on Internal Control Over Financial Reporting is included in Item 8 of this Form 10-K. The attestation report
of Deloitte & Touche LLP, our independent registered public accounting firm, on the effectiveness of our internal control over
financial reporting is also included in Item 8 of this Form 10-K.

Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to provide reasonable assurance that material information
required to be disclosed in our reports that we file or submit under the Exchange Act, is recorded, processed, summarized, and
reported within the time periods specified in the SEC's rules and forms, and that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required financial disclosure. In designing and evaluating the disclosure controls and procedures, management
recognized that a control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance
that the objectives of the control system are met. Because of the inherent limitations in all control systems, no evaluation of controls
can provide absolute assurance that all control issues and instances of fraud, if any, with a company have been detected.

As of the end of the period covered by this report, we carried out an evaluation, under the supervision and with the participation
of our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures pursuant to Rule 13a-15 of the Exchange Act. Based upon that evaluation, our
Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are effective, at the
reasonable assurance level.

Changes in Internal Control over Financial Reportin g

There have been no changes in our internal control over financial reporting during the quarter ended December 31, 2014 that
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

ITEM9B. OTHER INFORMATION.

None.
PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

The information required by this Item is contained under the captions “Election of Directors,” “Executive Officers,” “Section 16(a)
Beneficial Ownership Reporting Compliance,” and “Corporate Governance” in the Proxy Statement and (excluding the report of the
Audit Committee) is incorporated herein by reference.

ITEM11. EXECUTIVE COMPENSATION.

The information required by this Item is contained under the caption “Compensation of Executive Officers and Directors” in the
Proxy Statement and is incorporated herein by reference.

97




Table of Contents

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS.

The information required by this Item is contained under the caption “Security Ownership of Management and Major
Shareholders” in the Proxy Statement and is incorporated herein by reference.

Equity Compensation Plans

The Company makes equity-based grants to employees, directors and consultants under the LTIP, issues shares to employees
under the ESPP, and previously made equity-based grants to employees and directors under the 2003 Plan, all of which plans
were previously approved by shareholders.

The following table sets forth certain information with respect to our equity compensation plans at December 31, 2014 (shares in
thousands):

Number of Shares

Remaining Available

Number of Shares for Future Issuance
to be Issued Weighted Average Under Equity
Upon Exercise of Exercise Price of Compensation
Plan Category Outstanding Options Outstanding Options Plans(a)
Equity compensation plans approved by shareholders 4603 $ 20.71 4,999

(&) The number of shares remaining available for future issuance under equity compensation plans has been reduced by 1) the
common shares issued through December 31, 2014 upon exercise of stock options; 2) the number of common shares that
could be issued upon the future exercise of outstanding stock options and 3) the number of restricted stock awards granted that
have not been forfeited. The LTIP imposes a separate restriction so that no more than 9,750,000 of the shares may be granted
as awards to be settled in shares of common stock other than options or stock appreciation rights.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE.

The information required by this Item is contained under the captions “Certain Transactions” and “Corporate Governance —
Director Independence” in the Proxy Statement and is incorporated herein by reference.

ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The information required by this Item is contained under the caption “Proposal 3 - Approval of Independent Registered Public
Accounting Firm - Independent Registered Public Accounting Firm” in the Proxy Statement and is incorporated herein by reference.
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ITEM 15.

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

(@) (1) Financial Statements:

(b)

)

Management's Report on Internal Control over Financial Reporting

Report of Independent Registered Public Accounting Firm

Report of Independent Registered Public Accounting Firm

Consolidated Statements of Financial Position as of December 31, 2014 and 2013

Consolidated Statements of Operations for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 2014, 2013 and 2012

Consolidated Statements of Cash Flows for the Years Ended December 31, 2014, 2013 and 2012
Notes to Consolidated Financial Statements

Financial Statement Schedules
Schedule | — Condensed Financial Information of Registrant

All other schedules for which provision is made in Regulation S-X either (i) are not required under the related instructions or are
inapplicable and, therefore, have been omitted, or (ii) the information required is included in the consolidated financial statements
or the notes thereto that are a part hereof.

The exhibits included as part of this report are listed in the attached Exhibit Index, which is incorporated herein by reference. At the
request of any shareholder, ITC Holdings will furni sh any exhibit upon the payment of a fee of $.10 pe r page to cover the
costs of furnishing the exhibit.

99




Table of Contents

SCHEDULE | — Condensed Financial Information of Reg istrant
ITC HOLDINGS CORP.
CONDENSED STATEMENTS OF FINANCIAL POSITION (PARENT COMPANY ONLY)

December 31,

(In thousands, except share data) 2014 2013
ASSETS
Current assets
Cash and cash equivalents $ 6,305 $ 26,853
Accounts receivable from subsidiaries 42,665 50,196
Prepaid and other current assets 3,145 7,302
Total current assets 52,115 84,351
Other assets
Investment in subsidiaries 3,784,609 3,450,989
Deferred income taxes 24,397 25,519
Deferred financing fees (net of accumulated amortization of $4,700 and $6,346, respectively) 14,117 11,241
Other 67,376 47,660
Total other assets 3,890,499 3,535,409
TOTAL ASSETS $ 3,942,614 $ 3,619,760

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable $ 2431 $ 6,300
Accrued payroll 23,502 21,930
Accrued interest 34,815 37,486
Accrued taxes 3,146 37
Debt maturing within one year — 50,000
Other 1,120 3,546
Total current liabilities 65,014 119,299
Accrued pension and postretirement liabilities 69,562 53,704
Other 3,237 1,106
Long-term debt (net of discounts of $3,940 and $3,082, respectively) 2,135,244 1,831,918

STOCKHOLDERS’ EQUITY
Common stock, without par value, 300,000,000 shares authorized, 155,140,967 and 157,500,795

shares issued and outstanding at December 31, 2014 and 2013, respectively 923,191 1,014,435
Retained earnings 741,550 592,971
Accumulated other comprehensive income 4,816 6,327

Total stockholders’ equity 1,669,557 1,613,733

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 3,942,614 $ 3,619,760

See notes to condensed financial statements (parent company only).
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SCHEDULE | — Condensed Financial Information of Reg istrant
ITC HOLDINGS CORP.
CONDENSED STATEMENTS OF OPERATIONS (PARENT COMPANY ONLY)

Year Ended December 31,

(In thousands) 2014 2013 2012

Other income $ 786 $ 1,487 $ 2,165
General and administrative expense (7,336) (56,707) (31,833)
Interest expense (105,411) (98,660) (90,289)
Loss on extinguishment of debt (29,205) — —
Other expense (196) (3,609) (812)
LOSS BEFORE INCOME TAXES (141,362) (157,489) (120,769)
INCOME TAX BENEFIT (55,646) (72,798) (49,141)
LOSS AFTER TAXES (85,716) (84,691) (71,628)
EQUITY IN SUBSIDIARIES’ NET EARNINGS 329,799 318,197 259,504
NET INCOME $ 244,083 $ 233,506 $ 187,876

See notes to condensed financial statements (parent company only).
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SCHEDULE | — Condensed Financial Information of Reg istrant
ITC HOLDINGS CORP.
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (PARENT COMPANY ONLY)

Year Ended December 31,

(In thousands) 2014 2013 2012
NET INCOME $ 244,083 $ 233,506 $ 187,876
OTHER COMPREHENSIVE (LOSS) INCOME
Derivative instruments (net of tax of $1,897, $16,087 and $1,746 for the years
ended December 31, 2014, 2013 and 2012, respectively) (1,479) 24,304 (2,680)
Available-for-sale securities (net of tax of $18 and $46 for the years ended
December 31, 2014 and 2013, respectively) (32) 71 —
TOTAL OTHER COMPREHENSIVE (LOSS) INCOME, NET OF TAX (1,511) 24,375 (2,680)
TOTAL COMPREHENSIVE INCOME $ 242572 $ 257,881 $ 185,196

See notes to condensed financial statements (parent company only).
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SCHEDULE | — Condensed Financial Information of Reg istrant
ITC HOLDINGS CORP.
CONDENSED STATEMENTS OF CASH FLOWS (PARENT COMPANY ONLY)

Year Ended December 31,

(In thousands) 2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 244,083 % 233,506 187,876
Adjustments to reconcile net income to net cash provided by operating activities:
Equity in subsidiaries' earnings (329,799) (318,197) (259,504)
Dividends from subsidiaries 224,167 169,973 127,412
Deferred and other income taxes (122,413) (117,956) (87,861)
Loss on extinguishment of debt 29,205 — —
Intercompany tax payments from subsidiaries 124,315 112,008 83,144
Share-based compensation expense 14,652 15,667 15,622
Other 2,852 (226) 2,438
Changes in assets and liabilities, exclusive of changes shown separately:
Accounts receivable from subsidiaries 1,304 (979) (9,677)
Prepaid and other current assets 4,154 16,948 (21,803)
Accounts payable (3,869) (2,294) 2,680
Accrued payroll 1,572 1,190 2,727
Accrued interest (2,671) 6,501 93
Accrued taxes 11,147 (179) (122)
Tax benefit on the excess tax deduction of share-based compensation (7,767) (4,302) (23,022)
Other current liabilities (2,425) 2,278 21,076
Other non-current assets and liabilities, net 3,078 12,465 (65)
Net cash provided by operating activities 191,585 126,403 41,014
CASH FLOWS FROM INVESTING ACTIVITIES
Equity contributions to subsidiaries (348,661) (339,770) (337,630)
Return of capital from subsidiaries 126,900 96,120 91,399
Proceeds from sale of marketable securities 495 20,844 5,935
Purchases of marketable securities (6,091) (22,250) (11,779)
Other (984) — _
Net cash used in investing activities (228,341) (245,056) (252,075)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of long-term debt 398,664 548,484 —
Borrowings under revolving credit agreement 533,900 222,800 295,450
Borrowings under term loan credit agreements 60,000 390,000 200,000
Retirement of long-term debt - including extinguishment of debt costs (248,625) (267,000) —
Repayments of revolving credit agreement (480,400) (252,400) (265,850)
Repayments of term loan credit agreements (39,000) (450,000) —
Issuance of common stock 20,713 10,042 14,189
Dividends on common and restricted stock (95,595) (84,129) (75,153)
Repurchase and retirement of common stock (134,284) (4,885) (7,266)
Tax benefit on the excess tax deduction of share-based compensation 7,767 4,302 23,022
Advance for forward contract of accelerated share repurchase program (20,000) — —
Return of unused advance for forward contract of accelerated share repurchase program 20,000 — —
Other (6,932) 5,746 (25)
Net cash provided by financing activities 16,208 122,960 184,367
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT S (20,548) 4,307 (26,694)
CASH AND CASH EQUIVALENTS — Beginning of period 26,853 22,546 49,240
CASH AND CASH EQUIVALENTS — End of period $ 6,305 $ 26,853 % 22,546




Supplementary cash flows information:
Interest paid (net of interest capitalized) $ 105,817
Income taxes paid — net 44,524
Supplementary non-cash investing and financing activities:

Equity transfers to subsidiaries 6,227

See notes to condensed financial statements (parent company only).

103

$

90,224
20,092

6,213

$

88,303
41,174

6,470




Table of Contents

SCHEDULE | — Condensed Financial Information of Reg istrant
ITC HOLDINGS CORP.
NOTES TO CONDENSED FINANCIAL STATEMENTS (PARENT COM PANY ONLY)

1. GENERAL

For ITC Holdings Corp.’s (“ITC Holdings,” “we,” “our” and “us”) presentation (Parent Company only), the investment in
subsidiaries is accounted for using the equity method. The condensed parent company financial statements and notes should be
read in conjunction with the consolidated financial statements and notes of ITC Holdings appearing in this Annual Report on Form
10-K.

As a holding company with no business operations, ITC Holdings’ assets consist primarily of investments in our subsidiaries.
ITC Holdings’ material cash inflows are only from dividends and other payments received from our subsidiaries and the proceeds
raised from the sale of debt and equity securities. ITC Holdings may not be able to access cash generated by our subsidiaries in
order to fulfill cash commitments or to pay dividends to shareholders. The ability of our subsidiaries to make dividend and other
payments to us is subject to the availability of funds after taking into account their respective funding requirements, the terms of
their respective indebtedness, the regulations of the FERC under the FPA, and applicable state laws. In addition, there are practical
limitations on using the net assets of each of our Regulated Operating Subsidiaries as of December 31, 2014 for dividends based
on management's intent to maintain the FERC-approved capital structure targeting 60% equity and 40% debt for each of our
Regulated Operating Subsidiaries. Management does not expect maintaining this targeted capital structure to have an impact on
the Company's ability to pay dividends at the current level in the foreseeable future. Each of our subsidiaries, however, is legally
distinct from us and has no obligation, contingent or otherwise, to make funds available to us.

2. DEBT

As of December 31, 2014 , the maturities of our debt outstanding were as follows:

(In thousands)

2015 $ =
2016 300,344
2017 50,000
2018 385,000
2019 53,500
2020 and thereafter 1,350,340

Total $ 2,139,184

Refer to Note 8 to the consolidated financial statements for a description of the ITC Holdings Senior Notes, the ITC Holdings
Revolving and Term Loan Credit Agreements and related items.

Based on the borrowing rates obtained from third party lending institutions currently available for bank loans with similar terms
and average maturities from active markets, the fair value of the ITC Holdings Senior Notes was $2,126.1 million and $1,864.7
million at December 31, 2014 and 2013, respectively. The total book value of the ITC Holdings Senior Notes, net of discount, was
$1,920.7 million and $1,741.9 million at December 31, 2014 and 2013 , respectively. At December 31, 2014 , we had a total of
$214.5 million outstanding under our revolving and term loan credit agreements , which is a variable rate loan. At December 31,
2013, we had a total of $140.0 million outstanding under our term loan credit agreement. No amount was outstanding under our
revolving credit agreement at December 31, 2013 . The fair value of these loans approximates book value based on the borrowing
rates currently available for variable rate loans obtained from third party lending institutions. These fair values represent Level 2
under the three-tier hierarchy described in Note 12 to the consolidated financial statements.

Covenants

Our debt instruments contain numerous financial and operating covenants that place significant restrictions on certain
transactions, such as incurring additional indebtedness, engaging in sale and lease-back transactions, creating liens or other
encumbrances, entering into mergers, consolidations, liquidations or dissolutions and paying

104




Table of Contents

dividends. In addition, the covenants require us to meet certain financial ratios, such as maintaining certain debt to capitalization
ratios. At December 31, 2014 , we were not in violation of any debt covenant.

3. RELATED-PARTY TRANSACTIONS

During 2014 , 2013 and 2012 , we made equity contributions to our subsidiaries of $348.7 million , $339.8 million and $337.6
million , respectively. ITCTransmission, MTH, ITC Midwest and other subsidiaries paid cash dividends to ITC Holdings totaling
$224.2 million , $170.0 million and $127.4 million in 2014 , 2013 and 2012 , respectively. ITCTransmission, MTH, ITC Midwest and
other subsidiaries provided a return of capital to ITC Holdings totaling $126.9 million , $96.1 million and $91.4 million in 2014 , 2013
and 2012 , respectively.

Additionally, ITCTransmission paid $38.1 million , $39.1 million and $18.9 million to ITC Holdings under an intercompany tax
sharing arrangement during 2014 , 2013 and 2012 , respectively. MTH paid $41.4 million , $30.0 million and $17.6 million to ITC
Holdings under an intercompany tax sharing arrangement during 2014 , 2013 and 2012 , respectively. ITC Midwest paid $34.3
million , $33.6 million and $37.2 million to ITC Holdings under an intercompany tax sharing arrangement during 2014 , 2013 and
2012 , respectively. ITC Great Plains paid $10.6 million , $9.4 million and $4.3 million to ITC Holdings under an intercompany tax
sharing arrangement during 2014 , 2013 and 2012 , respectively. The total tax payments received from subsidiaries pursuant to the
intercompany tax sharing arrangements is presented as a cash inflow from operating activities in the condensed parent company
statements of cash flows. Other reconciling items between the parent company and the consolidated tax liabilities are presented as
deferred and other income taxes in the adjustments to reconcile net income to net cash provided by operating activities.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized in the City of Novi, State of Michigan, on
February 26, 2015 .

ITC HOLDINGS CORP.

By: /s/ JOSEPH L. W ELCH
Joseph L. Welch
Chairman, President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on
behalf of the registrant and in the capacities and on the dates indicated:

Signature Title Date
/s/ JOSEPH L. WELCH Chairman, President and Chief February 26, 2015
Joseph L. Welch Executive Officer (principal executive officer)
/s/ REJJI P. HAYES Senior Vice President, Chief February 26, 2015
Rejji P. Hayes Financial Officer and Treasurer (principal financial

and accounting officer)

/s/ ALBERT ERNST Director February 26, 2015
Albert Ernst

/sl CHRISTOPHER H. FRANKLIN Director February 26, 2015
Christopher H. Franklin

/sl EDWARD G. JEPSEN Director February 26, 2015
Edward G. Jepsen

/s/ DAVE R. LOPEZ Director February 26, 2015
Dave R. Lopez

/sl WILLIAM J. MUSELER Director February 26, 2015
William J. Museler

/sl HAZEL R. O'LEARY Director February 26, 2015
Hazel R. O'Leary

/sl THOMAS G. STEPHENS Director February 26, 2015
Thomas G. Stephens

/sl GORDON BENNETT STEWART, Il Director February 26, 2015
Gordon Bennett Stewart, lll

/s/ LEE C. STEWART Director February 26, 2015
Lee C. Stewart
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EXHIBITS

The following exhibits are filed as part of this report or filed previously and incorporated by reference to the filing indicated. Our
SEC file number is 001-32576.

Exhibit No. Description of Exhibit

3.1 Amended and Restated Articles of Incorporation of the Registrant, as amended (filed with Registrant’s 2013 Form 10-K)

3.2 Fifth Amended and Restated Bylaws of Registrant dated as of February 24, 2015

4.1 Form of Certificate of Common Stock (filed with Registrant’'s Registration Statement on Form S-1, as amended, Reg. No.
333-123657)

4.3 Indenture, dated as of July 16, 2003, between the Registrant and BNY Midwest Trust Company, as trustee (filed with
Registrant’s Registration Statement on Form S-1, as amended, Reg. No. 333-123657)

4.4 First Supplemental Indenture, dated as of July 16, 2003, supplemental to the Indenture dated as of July 16, 2003, between
the Registrant and BNY Midwest Trust Company, as trustee (filed with Registrant’s Registration Statement on Form S-1,
as amended, Reg. No. 333-123657)

45 First Mortgage and Deed of Trust, dated as of July 15, 2003, between International Transmission Company and BNY
Midwest Trust Company, as trustee (filed with Registrant’s Registration Statement on Form S-1, as amended, Reg. No.
333-123657)

4.6 First Supplemental Indenture, dated as of July 15, 2003, supplementing the First Mortgage and Deed of Trust dated as of
July 15, 2003, between International Transmission Company and BNY Midwest Trust Company, as trustee (filed with
Registrant’s Registration Statement on Form S-1, as amended, Reg. No. 333-123657)

4.7 Second Supplemental Indenture, dated as of July 15, 2003, supplementing the First Mortgage and Deed of Trust dated as
of July 15, 2003, between International Transmission Company and BNY Midwest Trust Company, as trustee (filed with
Registrant’'s Registration Statement on Form S-1, as amended, Reg. No. 333-123657)

4.8 Amendment to Second Supplemental Indenture, dated as of January 19, 2005, between International Transmission
Company and BNY Midwest Trust Company, as trustee (filed with Registrant's Registration Statement on Form S-1, as
amended, Reg. No. 333-123657)

4.9 Second Amendment to Second Supplemental Indenture, dated as of March 24, 2006, between International Transmission
Company and The Bank of New York Trust Company, N.A. (as successor to BNY Midwest Trust Company, as trustee
(filed with Registrant’s Form 8-K filed on March 30, 2006)

4.10 Third Supplemental Indenture, dated as of March 28, 2006, supplementing the First Mortgage and Deed of Trust dated as
of July 15, 2003, between International Transmission Company and BNY Midwest Trust Company, as trustee (filed with
Registrant's Form 8-K filed on March 30, 2006)

412 Second Supplemental Indenture, dated as of October 10, 2006, supplemental to the Indenture dated as of July 16, 2003,
between the Registrant and The Bank of New York Trust Company, N.A., (as successor to BNY Midwest Trust Company,
as trustee) (filed with Registrant’s Form 8-K filed on October 10, 2006)

4.14 First Mortgage Indenture between Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, dated as of
December 10, 2003 (filed with Registrant’s Form 10-Q for the quarter ended September 30, 2006)

4.15 First Supplemental Indenture, dated as of December 10, 2003, supplemental to the First Mortgage Indenture between
Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, dated as of December 10, 2003 (filed with
Registrant’s Form 10-Q for the quarter ended September 30, 2006)

4.16 Second Supplemental Indenture, dated as of December 10, 2003, supplemental to the First Mortgage Indenture between
Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, to the First Mortgage Indenture between
Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, dated as of December 10, 2003 (filed with
Registrant’s Form 10-Q for the quarter ended September 30, 2006)



4.17 ITC Holdings Corp. Note Purchase Agreement, dated as of September 20, 2007 (filed with Registrant’'s Form 10-Q for the
quarter ended September 30, 2007)

4.18 Third Supplemental Indenture, dated as of January 24, 2008, supplemental to the Indenture dated as of July 16, 2003,
between the Registrant and The Bank of New York Trust Company, N.A. (as successor to BNY Midwest Trust Company),
as trustee (filed with Registrant's Form 8-K filed on January 25, 2008)
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Exhibit No.

4.19

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

431

4.32

4.33

Description of Exhibit

First Mortgage and Deed of Trust, dated as of January 14, 2008, between ITC Midwest LLC and The Bank of New York
Trust Company, N.A., as trustee (filed with Registrant's Form8-K filed on February 1, 2008)

First Supplemental Indenture, dated as of January 14, 2008, supplemental to the First Mortgage Indenture between ITC
Midwest LLC and The Bank of New York Trust Company, N.A., as trustee, First Mortgage and Deed of Trust, dated as of
January 14, 2008 (filed with Registrant’'s Form 8-K filed on February 1, 2008)

Fourth Supplemental Indenture, dated as of March 25, 2008, between International Transmission Company and The Bank
of New York Trust Company, N.A., as trustee, to the First Mortgage and Deed of Trust dated as of July 15, 2003 (filed with
Registrant's Form 8-K filed on March 27, 2008)

Fourth Supplemental Indenture, dated as of December 11, 2008, between METC and The Bank of New York Mellon Trust
Company, N.A. (as successor to JPMorgan Chase Bank, N.A.), as trustee, to the First Mortgage Indenture between
Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, dated as of December 10, 2003 (filed with
Registrant’s Form 8-K filed on December 23, 2008)

Second Supplemental Indenture, dated as of December 15, 2008, between ITC Midwest LLC and The Bank of New York
Mellon Trust Company, N.A. (as successor to The Bank of New York Trust Company, N.A.), as trustee, to the First
Mortgage and Deed of Trust, dated as of January 14, 2008 (filed with Registrant’'s Form 8-K filed on December 23, 2008)

Third Supplemental Indenture, dated as of November 25, 2008, between METC and The Bank of New York Mellon Trust
Company, N.A. (as successor to JPMorgan Chase Bank, N.A.), as trustee, to the First Mortgage Indenture between
Michigan Electric Transmission Company, LLC and JPMorgan Chase Bank, dated as of December 10, 2003 (filed with
Registrant’s Form 8-K filed on December 23, 2008)

Fourth Supplemental Indenture, dated as of December 11, 2009, between ITC Holdings Corp. and The Bank of New York
Mellon Trust Company, N.A. (f.k.a. The Bank of New York Trust Company, N.A., as successor to BNY Midwest Trust
Company), as trustee (filed with Registrant’s Form 8-K filed on December 14, 2009)

Fourth Supplemental Indenture, dated as of December 10, 2009, between ITC Midwest LLC and The Bank of New York
Mellon Trust Company, N.A. (as successor to The Bank of New York Trust Company, N.A.), as trustee (filed with
Registrant’s Form 8-K filed on December 17, 2009)

Fifth Supplemental Indenture, dated as of April 20, 2010, between Michigan Electric Transmission Company, LLC and The
Bank of New York Mellon Trust Company, N.A. (as successor to JPMorgan Chase Bank), as trustee (filed with
Registrant’s Form 8-K filed on May 10, 2010)

Third Supplemental Indenture, dated as of December 15, 2008, between ITC Midwest LLC and The Bank of New York
Mellon Trust Company, N.A. (The Bank of New York Trust Company, N.A.), as trustee (filed with Registrant's Form 10-Q
for the quarter ended June 30, 2011)

Fifth Supplemental Indenture, dated as of July 15, 2011, between ITC Midwest LLC and The Bank of New York Mellon
Trust Company, N.A. (as successor to The Bank of New York Trust Company, N.A.), as trustee (filed with Registrant’s
Form 10-Q for the quarter ended June 30, 2011)

Sixth Supplemental Indenture, dated as of November 29, 2011, between ITC Midwest LLC and The Bank of New York
Mellon Trust Company, N.A. (as successor to The Bank of New York Trust Company, N.A.), as trustee (filed with
Registrant’s Form 8-K filed on December 1, 2011)

Sixth Supplemental Indenture, dated as of October 5, 2012, between Michigan Electric Transmission Company, LLC and
The Bank of New York Mellon Trust Company, N.A. (as successor to JPMorgan Chase Bank), as trustee (filed with
Registrant's Form 8-K filed on October 29, 2012)

Seventh Supplemental Indenture, dated as of March 18, 2013, between ITC Midwest LLC and The Bank of New York
Mellon Trust Company, N.A. (as successor to The Bank of New York Trust Company, N.A.), as trustee (filed with
Registrant ’ s Form 8-K filed on April 8, 2013)

Indenture, dated as of April 18, 2013, between ITC Holdings Corp. and Wells Fargo Bank, National Association, as trustee
(includina form of note) (filed with Reaistrant's Form S-3 on Aoril 18. 2013)



4.34 First Supplemental Indenture, dated as of July 3, 2013 , between ITC Holdings Corp and Wells Fargo Bank, National
Association, as trustee (including forms of notes) (filed with Registrant's Form 8-K on July 3, 2013)

4.35 Fifth Supplemental Indenture, dated as of August 7, 2013, between International Transmission Company and The Bank of
New York Mellon Trust Company, N.A. (as successor to BNY Midwest Trust Company), as trustee (including form of
bonds) (filed with Registrant’ s Form 8-K on August 16, 2013)
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4.36

4.38

4.39

4.40

4.41

4.42

*10.13

*10.27

10.28

*10.34

*10.38

*10.45

*10.46

*10.48

10.51

10.52

10.53

Description of Exhibit

Fifth Supplemental Indenture, dated May 16, 2014, between ITC Holdings Corp. and The Bank of New York Mellon Trust
Company, N.A. (f.k.a. The Bank of New York Trust Company, N.A., as successor to BNY Midwest Trust Company), as
Trustee (filed with Registrant's Form 8-K on May 16, 2014)

Second Supplemental Indenture, dated as of June 4, 2014 between ITC Holdings Corp. and Wells Fargo Bank, National
Association, as trustee, together with form of 3.65% Senior Note due 2024 (filed with Registrant's Form 8-K on June 4,
2014)

Sixth Supplemental Indenture, dated as of May 23, 2014, between International Transmission Company and The Bank of
New York Mellon Trust Company, N.A. (as successor to BNY Midwest Trust Company), as trustee (filed with Registrant’s
Form 8-K on June 10, 2014)

First Mortgage and Deed of Trust, dated as of November 12, 2014, between ITC Great Plains, LLC and Wells Fargo Bank,
National Association, as trustee (filed with Registrant’s Form 8-K on November 26, 2014)

First Supplemental Indenture, dated as of November 12, 2014, between ITC Great Plains, LLC and Wells Fargo Bank,
National Association, as trustee (filed with Registrant’s Form 8-K on November 26, 2014)

Seventh Supplemental Indenture, dated as of December 5, 2014, between Michigan Electric Transmission Company, LLC
and The Bank of New York Mellon Trust Company, N.A. (as successor to JPMorgan Chase Bank), as trustee (filed with
Registrant’s Form 8-K on December 22, 2014)

Amended and Restated 2003 Stock Purchase and Option Plan for Key Employees of the Registrant and its Subsidiaries
(filed with Registrant’s Registration Statement on Form S-1, as amended, Reg. No. 333-123657)

Deferred Compensation Plan (filed with Registrant's Registration Statement on Form S-1, as amended, Reg. No. 333-
123657)

Service Level Agreement— Construction and Maintenance/Engineering/System Operations, dated February 28, 2003,
between The Detroit Edison Company and International Transmission Company (filed with Registrant's Registration
Statement on Form S-1, as amended, Reg. No. 333-123657)

Form of stock option agreement for executive officers under Amended and Restated 2003 Stock Purchase and Option
Plan for Key Employees of the Registrant and its subsidiaries (filed with Registrant’'s Form10-Q for the quarter ended
September 30, 2005)

Amendment No. 1 dated as of February 8, 2006, to Amended and Restated 2003 Stock Purchase and Option Plan for Key
Employees of the Registrant (filed with Registrant’s Form 8-K filed on February 14, 2006)

Form of Restricted Stock Award Agreement for Employees under the Registrant’s 2006 Long Term Incentive Plan (filed
with Registrant’s Form 8-K filed on August 18, 2006)

Form of Stock Option Agreement for Employees under the Registrant's 2006 Long Term Incentive Plan (filed with
Registrant’s Form 8-K filed on August 18, 2006)

Summary of Stock Ownership Guidelines, effective August 16, 2006, for Registrant’s Directors and Executive Officers
(filed with Registrant’s Form 8-K filed on August 18, 2006)

Form of Amended and Restated Easement Agreement between Consumers Energy Company and Michigan Electric
Transmission Company (filed with Registrant’'s Form 10-Q for the quarter ended September 30, 2006)

Amendment and Restatement of the April 1, 2001 Operating Agreement by and between Michigan Electric Transmission
Company and Consumers Energy Company, effective May 1, 2002 (filed with Registrant's Form 10-Q for the quarter
ended September 30, 2006)

Amendment and Restatement of the April 1, 2001 Purchase and Sale Agreement for Ancillary Services between
Consumers Energy Company and Michigan Electric Transmission Company, effective May 1, 2002 (filed with Registrant’s



10.61

*10.64

*10.71

Form 10-Q for the quarter ended September 30, 2006)

Form of Distribution-Transmission Interconnection Agreement, by and between ITC Midwest LLC, as Transmission Owner
and Interstate Power and Light Company, as Local Distribution Company, dated as of December 17, 2007 (filed with
Registrant’s Form 8-K filed on December 21, 2007)

Form of Amended and Restated Executive Group Special Bonus Plan of the Registrant, dated November 12, 2007 (filed
with Registrant's 2007 Form 10-K)

Form of Amendment to Stock Option Agreement under 2003 Plan (Initial Option) (August 2008) (filed with Registrant’s
Form 8-K filed on August 19, 2008)
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*10.72

*10.75

*10.76

*10.77

*10.78

*10.79

*10.80

*10.81

*10.97

*10.98

10.10

10.11

*10.108

*10.109

*10.110

*10.111

*10.112

*10.113

*10.120

Description of Exhibit

Form of Amendment to Stock Option Agreement under 2003 Plan (IPO Option) (August 2008) (filed with Registrant’s Form
8-K filed on August 19, 2008)

Form of Amendment to Stock Option Agreement under 2006 LTIP (August 2008) (filed with Registrant’'s Form 8-K filed on
August 19, 2008)

Form of Amendment to Restricted Stock Agreement under 2006 LTIP) (August 2008) (filed with Registrant's Form 8-K
filed on August 19, 2008)

Form of Stock Option Agreement under 2006 LTIP (August 2008) (filed with Registrant's Form 8-K filed on August 19,
2008)

Form of Restricted Stock Award Agreement under 2006 LTIP (August 2008) (filed with Registrant's Form 8-K filed on
August 19, 2008)

Form of Restricted Stock Award Agreement for Non-employee Directors under Amended and Restated 2003 Stock
Purchase and Option Plan for Key Employees of the Registrant and its subsidiaries (filed with Registrant's 2008 Form 10-
K)

Management Supplemental Benefit Plan (filed with Registrant’s 2008 Form 10-K)

Executive Supplemental Retirement Plan (filed with Registrant’'s 2008 Form 10-K)

Second Amended and Restated 2006 Long Term Incentive Plan effective May 26, 2011 (filed with Registrant's Form 8-K
on June 1, 2011)

ITC Holdings Corp. Employee Stock Purchase Plan, as amended and restated May 26, 2011 (filed with Registrant’s Form
8-K on June 1, 2011)

Form of Stock Option Agreement for Executive Officers under Second Amended and Restated 2006 LTIP (May 2012)
(filed with Registrant’s Form 10-Q for the quarter ended June 30, 2012)

Form of Restricted Stock Award Agreement for Executive Officers under Second Amended and Restated 2006 LTIP (May
2012) (filed with Registrant’'s Form 10-Q for the quarter ended June 30, 2012)

Employment Agreement between ITC Holdings Corp. and Joseph L. Welch, effective as of December 21, 2012 (filed with
Registrant's Form 8-K on December 26, 2012)

Employment Agreement between ITC Holdings Corp. and Linda H. Blair, effective as of December 21, 2012 (filed with
Registrant's Form 8-K on December 26, 2012)

Employment Agreement between ITC Holdings Corp. and Jon E. Jipping, effective as of December 21, 2012 (filed with
Registrant's Form 8-K on December 26, 2012)

Employment Agreement between ITC Holdings Corp. and Daniel J. Oginsky, effective as of December 21, 2012 (filed with
Registrant's Form 8-K on December 26, 2012)

Retention Compensation Agreement between ITC Holdings Corp. and Joseph L. Welch, dated as of December 21, 2012
(filed with Registrant's Form 8-K on December 26, 2012)

Employment Agreement between ITC Holdings Corp. and Cameron M. Bready, dated as of December 21, 2012 (filed with
Registrant's Form 8-K on January 23, 2013)

First Amendment to Executive Supplemental Retirement Plan, dated as of May 16, 2013 (filed with Registrant’'s Form 10-
Q for the quarter ended June 30, 2013)



*10.122

10.123

10.124

10.125

Recoupment Policy and Related Consent, effective January 1, 2014 (filed with Registrant's Form 8-K on December 2,
2013)

ITC Holdings 2013 Term Loan Credit Agreement, dated as of December 20, 2013, among ITC Holdings Corp., the various
financial institutions and other persons from time to time parties thereto as lenders, Wells Fargo Bank, National
Association, as administrative agent for the Lenders, Wells Fargo Securities, LLC, J.P. Morgan Securities LLC and Merrill
Lynch, Pierce, Fenner & Smith Incorporated as joint lead arrangers and joint bookrunners, Bank of America, N.A., as
documentation agent, and JPMorgan Chase Bank, N.A., as syndication agent (filed with Registrant's Form 8-K on
December 20, 2013)

METC 2014 Term Loan Credit Agreement dated as of January 31, 2014, among Michigan Electric Transmission
Company, LLC, the various financial institutions and other persons from time to time parties thereto as lenders, and
Goldman Sachs Bank USA, as administrative agent for the Lenders and as sole lead arranger and sole bookrunner (filed
with Registrant’s Form 8-K on January 31, 2014)

Amended and Restated Large Interconnection Agreement, entered into by the Midcontinent Independent System
Operator, Inc., Interstate Power and Light Company and ITC Midwest dated August 6, 2013 (filed with Registrant’s 2013
Form 10-K)
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10.126

10.127

10.128

10.129

10.130

*10.131

10.132

*10.133

*10.134

*10.135

*10.136

*10.137

*10.138

*10.139

Description of Exhibit

ITC Holdings Revolving Credit Agreement, dated as of March 28, 2014, among ITC Holdings Corp., the various financial
institutions and other persons from time to time parties thereto as lenders, JPMorgan Chase Bank, N.A., as administrative
agent, J.P. Morgan Securities LLC, Barclays Bank PLC and Wells Fargo Securities, LLC, as joint lead arrangers and joint
bookrunners, and Barclays Bank PLC and Wells Fargo Bank, National Association, as syndication agents (filed with
Registrant’s Form 8-K on March 28, 2014)

ITCTransmission Revolving Credit Agreement, dated as of March 28, 2014, among International Transmission Company,
the various financial institutions and other persons from time to time parties thereto as lenders, JPMorgan Chase Bank,
N.A., as administrative agent, J.P. Morgan Securities LLC, Barclays Bank PLC and Wells Fargo Securities, LLC, as joint
lead arrangers and joint bookrunners, and Barclays Bank PLC and Wells Fargo Bank, National Association, as syndication
agents (filed with Registrant’'s Form 8-K on March 28, 2014)

METC Revolving Credit Agreement, dated as of March 28, 2014, among Michigan Electric Transmission Company, LLC,
the various financial institutions and other persons from time to time parties thereto as lenders, JPMorgan Chase Bank,
N.A., as administrative agent, J.P. Morgan Securities LLC, Barclays Bank PLC and Wells Fargo Securities, LLC, as joint
lead arrangers and joint bookrunners, and Barclays Bank PLC and Wells Fargo Bank, National Association, as syndication
agents (filed with Registrant’'s Form 8-K on March 28, 2014)

ITC Midwest Revolving Credit Agreement, dated as of March 28, 2014, among ITC Midwest LLC, the various financial
institutions and other persons from time to time parties thereto as lenders, JPMorgan Chase Bank, N.A., as administrative
agent, J.P. Morgan Securities LLC, Barclays Bank PLC and Wells Fargo Securities, LLC, as joint lead arrangers and joint
bookrunners, and Barclays Bank PLC and Wells Fargo Bank, National Association, as syndication agents (filed with
Registrant's Form 8-K on March 28, 2014)

ITC Great Plains Revolving Credit Agreement, dated as of March 28, 2014, among ITC Great Plains, LLC, the various
financial institutions and other persons from time to time parties thereto as lenders, JPMorgan Chase Bank, N.A., as
administrative agent, J.P. Morgan Securities LLC, Barclays Bank PLC and Wells Fargo Securities, LLC, as joint lead
arrangers and joint bookrunners, and Barclays Bank PLC and Wells Fargo Bank, National Association, as syndication
agents (filed with Registrant’s Form 8-K on March 28, 2014)

Summary of Annual Corporate Performance Bonus Plan for Executives as of February 2014 (filed with Registrant's Form
10-Q for the quarter ended March 31, 2014)

Amended and Restated Generator Interconnection Agreement entered into by and among Midcontinent Independent
System Operator, Inc., Michigan Electric Transmission Company, LLC and Consumers Energy Company, effective May 2,
2014 (filed with Registrant’'s Form 10-Q for quarter ended June 30, 3014)

Form of Notice and Amendment to Stock Option Agreement for Executive Officers under Amended and Restated 2003
Stock Purchase and Option Plan, as amended (May 2014) (filed with Registrant’s Form 10-Q for quarter ended June 30,
3014)

Form of Notice and Amendment to Stock Option Agreement for Executive Officers under Second Amended and Restated
2006 LTIP (May 2014) (filed with Registrant’'s Form 10-Q for quarter ended June 30, 3014)

Form of Stock Option Agreement for Executive Officers under Second Amended and Restated 2006 LTIP (May 2014)
(filed with Registrant’s Form 10-Q for quarter ended June 30, 3014)

Form of Stock Award Agreement for Executive Officers under Second Amended and Restated 2006 LTIP (May 2014)
(filed with Registrant’'s Form 10-Q for quarter ended June 30, 3014)

Employment Agreement between ITC Holdings Corp. and Rejji P. Hayes, effective as of December 21, 2012 (filed with
Registrant's Form 10-Q for quarter ended September 30, 3014)

Employment Agreement between ITC Holdings Corp. and Rejji P. Hayes, effective as of October 27, 2014 (filed with
Registrant’s Form 8-K on October 29, 2014)

ITC Holdings Corp. Employee Stock Purchase Plan, as amended May 21, 2014 (filed with Registrant's Form 10-Q for
quarter ended June 30, 3014)



121

21

23.1

311

Ratio of Earnings to Fixed Charges for ITC Holdings Corp.

List of Subsidiaries

Consent of Deloitte & Touche LLP relating to the Registrant and subsidiaries

Certification of Chief Executive Officer pursuant to Rule 13a-14 of the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
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31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14 of the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Database
101.LAB XBRL Taxonomy Extension Label Linkbase

101.PRE XBRL Taxonomy Extension Presentation Linkbase

Management contract or compensatory plan or arrangement.
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Exhibit 3.2

FIFTH AMENDED AND RESTATED BYLAWS
OF
ITC HOLDINGS CORP.
(THE “CORPORATION")

ARTICLE |
OFFICES

1.01 Principal Office. The principal office of the Corporation shall besath place as the board of direc
shall from time to time determine.

1.02 Other Offices. The Corporation also may have offices at such giteres as the board of directors f
time to time determines or the business of the Qatpon requires.

ARTICLE Il
SEAL

2.01 Seal.The Corporation may have a seal in the form thatlibard of directors may from time to ti
determine. The seal may be used by causing it tacaimile to be impressed, affixed or otherwisereodpcec
Documents otherwise properly executed on behathefcorporation shall be valid and binding upon ¢beporatiol
without a seal whether or not one is in fact desigd by the board of directors.

ARTICLE IlI
CAPITAL STOCK

3.01 Issuance of SharesThe shares of capital stock of the Corporationldi®issued in the amounts, at
times, for the consideration, and on the termsamdlitions that the board of directors shall deeivisable, subject
the articles of incorporation and any requiremeftfie laws of the state of Michigan.

3.02 Certificates for Shares.The certificated shares of the Corporation shaltdgresented by certifica
signed by the chairperson of the board of directihrs president, or a vice president, and also beagigned by tf
treasurer, assistant treasurer, secretary, onasisgecretary, and may be sealed with the sdhleoCorporation, if an
or a facsimile of it. The signatures of the off&@enay be facsimiles if the certificate is counggmsid by a transfer agt
or registered by a registrar other than the cotmoratself or its employee. In case an officer wias signed or who
facsimile signature has been placed upon a catigficeases to be such officer before the cer#fisaissued, it may |
issued by the Corporation with the same effectf d&® ior she were such officer at the date of isseiaA certificat:
representing shares shall state on its face teaCtuporation is formed under the laws of the sttdichigan and she
also state the name of the person to whom it isessthe number and class of shares and the désigothe series,
any, that the certificate represents, and any giharisions that may be required by the laws ofdtate of Michigar
Notwithstanding the foregoing, the board of direstmay authorize the issuance of some or all ofsttees withol
certificates to the fullest extent permitted by lawithin a reasonable time after the issuance amsfier of shart
without certificates, the Corporation shall sené ghareholder a written statement of the infornmatequired o
certificates by applicable law.

3.03 Transfer of Shares.The certificated shares of the capital stock of@loeporation are transferable o
on the books of the Corporation upon surrenden@fcertificate for the shares, properly




endorsed for transfer, and the presentation ofetidences of ownership and validity of the assigmimtéat th
Corporation may require. Transfers of uncertifidatbares shall be made by such evidence of owpeasia validity a
the Corporation or its agents may reasonably requir

3.04 Registered ShareholdersThe Corporation shall be entitled to treat the perns whose name any sh
of stock is registered as the owner of it for thepgose of dividends, other distributions, recapaédlons, mergers, pla
of share exchange, reorganizations and liquidatiforsthe purpose of votes, approvals and condantshareholder
for the purpose of notices to shareholders, an@lfasther purposes whatever, and shall not be th@aamecognize ar
equitable or other claim to or interest in the skary any other person, whether or not the Corporahall have notic
of it, except as expressly required by the lawthefstate of Michigan.

3.05 Lost or Destroyed Certificates.On the presentation to the Corporation of a pr@bkdavit attesting t
the loss, destruction, or mutilation of any cectitie or certificates for shares of stock of @@poration and such ott
evidence as the Corporation or its transfer ageyt raquire, the board of directors, or any offimesvhom authority i
delegated, shall direct the issuance of a newficate or certificates to replace the certificasesalleged to be lo:
destroyed, or mutilated. The Corporation may rexas a condition precedent to the issuance of eetificates a bor
or agreement of indemnity, in the form and amounat with or without sureties, as the board of dwextor any office
to whom authority is delegated, may direct or appro

3.06 Transfer Agents and Registrars.The board of directors may, in its discretion, appone or mor
banks or trust companies as the board of directang deem advisable, from time to time, to act assier agents a
registrars of the shares of the Corporation; armhuguch appointments being made, no certificateesgmting shar
shall be valid until countersigned by one of suamsfer agents and registered by one of such raggst

ARTICLE IV
SHAREHOLDERS AND MEETINGS OF SHAREHOLDERS

4.01 Place of MeetingsAll meetings of shareholders shall be held at ttiecppal office of the Corporation
at any other place that shall be determined byotisd of directors and stated in the meeting naticeat the directic
of the board of directors to the extent permittgdapplicable law, may be held by remote commuricaii stated in th
meeting notice. The board of directors may allowtip@ation at any meeting of shareholders by res
communication.

4.02 Annual Meeting. The annual meeting of the shareholders of the CGatjpm shall be held at such time
the board of directors may select. Directors ghalelected at each annual meeting and such otkardss transacted
may come before the meeting. The board of dire@otisig by resolution may postpone and reschedulepeeviousl
scheduled annual meeting of shareholders. Any dnme®ting of shareholders may be adjourned by thesqt
presiding at the meeting or pursuant to a resaiuticthe board of directors.

4.03 Special Meetings.

(@) Special meetings of shareholders may be called othé board of directors, (2) the chairpersc
the board of directors (if the office is filled) ¢8) the president, and shall be called by theigees$ or the secrets
under the circumstances provided in Section 4.03(b)




(b) A special meeting of shareholders shall be calteshe or more requests for a special me«
(each, a “Special Meeting Request” and, collecyivéte “Special Meeting Requestsije signed by shareholders
record that are not Market Participants (as defimethe articles of incorporation) (each a “RequmgsPerson”)wha
own of record at least twenfixe percent (25%) of the outstanding shares ofroom stock of the Corporation entit
to vote at such meeting (the “Minimum Ownershipt)d have a combined Net Long Beneficial Ownersagdefine
below) of at least the Minimum Ownership contindguseld for at least one year, and are delivereproper form &
required by this Section 4.03 to the secretanhatcorporatiors principal executive offices. Only Requesting Bes
who are shareholders of record and who are not ddkrticipants at the time the related SpecialtMgeRequest
delivered shall be entitled to sign a Special MepiRequest.

(c) In determining whether a special meeting has beepeply requested by Requesting Persons
have a combined Net Long Beneficial Ownership déast the Minimum Ownership continuously held dteast on
year, multiple Special Meeting Requests deliverethe secretary will be considered together onlf)ieach Speci
Meeting Request identifies the same matter(s) mepdo be acted on at the special meeting (in easd as determin
in good faith by the board), and (ii) such SpebMalkting Requests have been dated and deliverdw teetcretary with
sixty (60) days of the earliest dated Special MepRRequest. To be in proper form, such Special MgdRequest(:
shall: (1) be in writing and signed by such RegugsPerson, or a duly authorized agent; (2) statename and addre
of such Requesting Person and, if such RequestargoR is a record holder holding shares of the @atmn’s
common stock on behalf of a beneficial holder wis Hirected it to make the Special Meeting Reqtlestname ar
address of such beneficial holder (each, a “Reld&edeficial Owner”); 8) state the number of shares of
Corporation's common stock owned beneficially ahdeoord by the Requesting Person and by any ReBémeficia
Owner and attach reasonably reliable documentaiyeege of such ownership as of the date the Sp&bssting
Request is received by the secretary and that dugiésting Person and any Related Beneficial Owaneg maintaine
such ownership continuously for at least one yé4);certify that neither the Requesting Person &gy Relate
Beneficial Owner is a Market Participant; (5) inbduthe information required by Section 4.11 of ¢heglaws; and (¢
acknowledge that any reduction in such Requestieisdh’s or Related Beneficial OwnerNet Long Beneficii
Ownership with respect to which a Special Meetirggirest relates following the delivery of such SagleMeeting
Request to the secretary shall constitute a reiacaf such Special Meeting Request to the extémstuoch reductiol
The information required in the foregoing sentesbell be updated in writing by the Requesting RFessso that it |
true and correct as of the record date and aseofigite that is ten 10 business days prior to teeiapmeeting (or ar
adjournment or postponement thereof) by deliveang such updated information to the secretaryatet lthan two (%
business days after the record date for the meétinipe case of the update and supplement reqtorée made as
the record date) and not later than eight (8) mssndays prior to the date for the meeting or afjguanment c
postponement thereof (in the case of the updatesapplement required to be made as of ten (10nbsasidays prior
the meeting or any adjournment or postponemenediier‘Net Long Beneficial Ownershighall mean those share:
common stock of the Corporation as to which theUuRsting Person or the Related Beneficial Owneigpsicable
possesses (i) the sole power to vote or directdtiag, (ii) the sole economic incidents of ownepsfincluding the sol
right to profits and the sole risk of loss), ang the sole power to dispose of or direct the d&pon; provided that tt
number of shares calculated in accordance withselaui), (i) and (iii) shall not include anycdll equivaler
position” (as such term is defined in Rule 1§A) under the Exchange Act) that is, directly ndiiectly, held c
maintained by such Requesting Person or Relateéféeal Owner with respect to any shares of ang<lar series
shares of the Corporation.

(d) A special meeting requested by shareholders shatied at such date, time and place as m.
fixed by the board not later than ninety (90) dafter receipt by the secretary of Shareholder




Meeting Requests in proper form from the holdershef Minimum Ownership threshold. However, a Sgddieeting
Request may be disregarded by the president ametagcfor purposes of Section 4.03(b) if (1) tleautal has called
calls for an annual or special meeting of sharedrsldind the purposes of such annual meeting inchelgurpos
specified in the request; (2) the request is rekivithin ninety (90) days prior to the one yeaniaarsary of the pric
year’s annual meeting of shareholders; (3) a sharelwideeting was held not more than 120 days beferectiuest 1
call the special meeting was received which inalude item of business that is substantially simitaan item c
business specified in the Special Meeting Requesp(rposes of this clause (3), the nominatioecibn or removal (
directors shall be deemed “an item of business thaubstantially similarwith respect to all items of busin
involving the nomination, election or removal ofatitors, the changing of the size of the boardidctors and tr
filling of vacancies and/or newly created direchips); (4) the request is not in proper form; (Bjice of the matter
matters to be brought before the meeting was rayiguly given pursuant to these bylaws; (6) thenmss specified
the Special Meeting Request is not a proper suliggcshareholder action under applicable law; ortfe Speci:
Meeting Request was made in a manner that invaveidlation of Regulation 14A under the Securitechange Ac
of 1934, as amended, or other applicable law. Augsting Person may revoke its Special Meeting R&qteany tim
by delivering a written revocation to the secretdiryfollowing such revocation, or any deemed reation as a result
any reduction in a Requesting Person’s or RelataeBcial Owners Net Long Beneficial Ownership with respec
which a Special Meeting Request relates followingiclh the Requesting Persons have a Net Long Beal
Ownership in the aggregate less than the Minimurmé&ship threshold at any time prior to the meetthg, board ¢
directors, in its discretion, may cancel the sgeuieeting.

(e) Business transacted at a special meeting of shdexscshall be limited to the purposes state
the shareholdersequest for such special meeting, if any, and sualtters as the board, chairperson or presiden
determine to submit to shareholders at such meebloghing in this Section 4.03 shall be deemed twdify or
supersede, in whole or in part, the requirementSeaition 4.11 or any other provision of these bglavith respect |
matters to be brought before or transacted at pleeial meeting by shareholders. For the avoidaricdoabt, ir
accordance with Section 4.11, if a Requesting Pemoa Requesting Persenduly qualified representative does
attend the meeting and present to the meetinge¢hear items of business set forth in the Speciekétihg Request, t
chair may determine that such item or items ofiess have not been properly brought before theimgeand, in suc
case, such item or items shall not be voted upgardéess of whether proxies have been solicitedannectiol
therewith.

4.04 Notice of Meetings.Except as otherwise provided by statute, writteticeaf the time, place, if any, a
purposes of a shareholders meeting shall be gigetess than 10 nor more than 60 days before tteeafahe meetin
to each shareholder of record entitled to votéatmeeting, either personally or by mailing theigeoto his or her la
address as it appears on the books of the Corporadr by a form of electronic transmission to whibhe sharehold
has consented. The notice shall include noticergpgsals from shareholders that are proper subjectshareholde
action and are intended to be presented by shaisolvho have so notified the Corporation in acaoce witl
applicable law. If a shareholder may be presentvane at the meeting by remote communication, teams of remo
communication allowed shall be included in the catiNo notice need be given of an adjourned meatinthe
shareholders provided that the time and place tchwine meeting is adjourned are announced at #eting at whic
the adjournment is taken, and at the adjournedingeéte only business to be transacted is busitiegsmight hav
been transacted at the original meeting. HowevVexfter the adjournment a new record date is filcgdhe adjourne
meeting, a notice of the adjourned meeting shaljisen to each shareholder of record entitled tiicecon the ne'
record date as provided in this bylaw.




4.05 Record Dates.The board of directors may fix in advance a reataite for the purpose of determin
shareholders entitled to notice of and to vote meating of shareholders or an adjournment of thetimg or to expre
consent to or to dissent from a proposal withouheeting; for the purpose of determining sharehgsldattitled ti
receive payment of a dividend or an allotment afjat; or for the purpose of any other action. Hage fixed shall ni
be more than 60 nor less than 10 days before tigeafidhe meeting, nor more than 60 days beforecdimgr action. |
such case only the shareholders that shall belstidexs of record on the date so fixed and thatatigled to vote wit
respect to the matters to be considered at suchingeshall be entitled to notice of and to votetteg meeting or ¢
adjournment of the meeting or to express conseat to dissent from the proposal; to receive paynoeémhe dividen
or the allotment of rights; or to participate inyasther action, notwithstanding any transfer of atgck on the books
the Corporation, after any such record date. Ieeord date is not fixed, (a) the record date faemhination o
shareholders entitled to notice of or to vote ateeting of shareholders shall be the close of legsimn the date n¢
preceding the date on which notice is given, omafnotice is given, the day next preceding the daywhich th
meeting is held, and (b) the record date for deteéng shareholders for any purpose other thangpatified in item (e
shall be the close of business on the day on wihielresolution of the board of directors relatihgreto is adopte
Nothing in this bylaw shall affect the rights ofshareholder and his or her transferee or transfasobetwee
themselves.

4.06 List of Shareholders.The secretary or the agent of the Corporation lypehmarge of the stock trans
records for shares of the Corporation shall malke @artify a complete list of the shareholders &aditto vote at
shareholders meeting or any adjournment of it. [[feshall be arranged alphabetically within ealdss and series a
include the address of, and the number of shareslye each shareholder; be produced at the tindepdace of th
meeting; be subject to inspection by any sharelhaldeng the whole time of the meeting; and be prii@cie evidenc
of which shareholders are entitled to examine igteokr vote at the meeting. If the meeting is hadely by means
remote communication, the list shall be open toetkemination of any shareholder during the entieeting by postin
the list on a reasonably accessible electronic otwand the information required to access thteshall be provide
with the notice of the meeting.

4.07 Quorum; Adjournment; Attendance by Remote Communicdion.

(@) Unless a greater or lesser quorum is requiredanatticles of incorporation or by the laws of
state of Michigan, the shareholders present atetingein person or by proxy who, as of the recatedor the meetin
were holders of a majority of the outstanding sbarethe Corporation entitled to vote at the meagtshall constitute
qguorum at the meeting. When the holders of a abasseries of shares are entitled to vote separatelgn item ¢
business, this bylaw applies in determining thespnee of a quorum of the class or series for tcimgathe item ¢
business. The shareholders present, in person opréyy, at such meeting may continue to do businass
adjournment, notwithstanding the withdrawal of egtoghareholders to have less than a quorum.

(b)  Whether or not a quorum is present, a meeting afedtolders may be adjourned by a vote o
shares present in person or by proxy.

(c) Subject to any guidelines and procedures adoptateépoard of directors, shareholders and
holders not physically present at a meeting of ef@ders may participate in the meeting by meanseaifote
communication, are considered present in persoralfarelevant purposes, and may vote at the meetia of the
following conditions are satisfied: (1) the Corpara implements reasonable measures to verify #aah persc
considered present and permitted to vote at thdimgeby means of remote communication is a shadsnabr prox'
holder, (2) the Corporation implements reasonabéasures to provide each shareholder and proxy heldh &
reasonable opportunity to participate in the




meeting and to vote on matters submitted to theesioéders, including an opportunity to read or lbarproceedings
the meeting substantially concurrently with thegaedings, and (3) if any shareholder or proxy holages or take
other action at the meeting by means of remote aamzation, a record of the vote or other actiomantained by tF
Corporation.

(d) A shareholder or proxy holder may be present artd ab the adjourned meeting by mean
remote communication if he or she was permittedetgresent and vote by that means of remote conmation in th:
original meeting notice.

4.08 Proxies. A shareholder entitled to vote at a shareholderstimg or to express consent or to dis
without a meeting may authorize other persons tdaaiche shareholder by proxy. A proxy shall beniniting and sha
be signed by the shareholder or the sharehal@eithorized agent or representative or shalldrestnitted electronical
to the person who will hold the proxy or to an ageily authorized by the person who will hold theoxy to receiv
that transmission and include or be accompaniethtoymation from which it can be determined thag #lectroni
transmission was authorized by the shareholdemmptete copy, fax, or other reliable reproductidrih@ proxy ma
be substituted or used in lieu of the original préor any purpose for which the original could sed. A proxy she
not be valid after the expiration of three yeaosfrits date unless otherwise provided in the préxproxy is revocabl
at the pleasure of the shareholder executing ggb@s otherwise provided by the laws of the sihiichigan.

4.09 Voting. Each outstanding share is entitled to one vote amh enatter submitted to a vote, unless
articles of incorporation provide otherwise. Voteay be cast orally or in writing, but if more thak shareholders
record are entitled to vote, then votes shall Is¢ icawriting signed by the shareholder or the shalders proxy. Whe
an action, other than the election of directordpide taken by a vote of the shareholders, itl $fe@luthorized by
majority of the votes cast by the holders of sharggled to vote on it, unless a greater voteequired by the articles
incorporation or by the laws of the state of Mi@ng Except as otherwise provided by the articleghobrporatior
directors shall be elected by a plurality of théegocast by holders of common stock of the Corpmratt any election.

4.10 Conduct of Meeting. At each meeting of shareholders, a chair shalligge$n the absence of a spec
selection by the board of directors, the chairlshalthe Chairperson of the board of directors ravided in Sectio
8.01. The chair shall determine the order of bissirend shall have the authority to establish figlethe conduct of tt
meeting which are fair to shareholders. The chiaihe meeting shall announce at the meeting whempdtls close fc
each matter voted upon. If no announcement is m#ue,polls shall be deemed to have closed uponfittzd
adjournment of the meeting. After the polls clase,ballots, proxies or votes, nor any revocationsh@anges there
may be accepted.

411 Advance Notice Provisions for Shareholder Businessnd Nominations.
(@) Director Nominations.

(1) Only persons who are nominated in accordance Wwélptocedures set forth in this Sectior

4.11(a) shall be eligible to serve as directorshef Corporation. Nominations of persons for electio the board «
directors may be made at an annual or special ngeefishareholders (i) by or at the direction & Hoard of directo
or any duly authorized committee thereof (includimgthout limitation, by making reference to thenmaees in th
proxy statement delivered to shareholders on bedifathe board of directors), or (ii) by any shareleo of the
Corporation who was a shareholder of record bothetime of giving of notice provided for in tHsection 4.11(a) at
at the time of the shareholders meeting, who igledtto vote at the meeting, who complies with timtice procedur:
set forth in this Section 4.11(a), who attendsybose duly qualified representative attends, thetimg and makes su
nomination(s) and, in




the case of nominations for election at a specedtng, only if the board of directors or a coiwas Hirst determined th
directors are to be elected at such meeting. Urddssrwise provided in the Corporatisnarticles of incorporatio
Section 4.11(a)(1)(ii) shall be the exclusive mefamsa shareholder to propose or make any nominaifca person «
persons for election to the board to be considbyeithe shareholders at an annual meeting or spaeiating.

(2) Except as may be otherwise required by law, forinations to be made by a sharehold
an annual meeting or, if the board of directorsfirasdetermined that directors are to be eleetiea special meeting,
a special meeting, the shareholder must (i) proVideely Notice thereof in writing and in proper for(as provided i
Section 4.11(a)(3)) to the secretary of the Corjpameaat the Corporatios’ principal office and (ii) provide any upde
or supplements to such notice at the times anlderidrm required by Section 4.11(c).

(3) To be in proper form for purposes of this Sectiohlfa), a shareholdearnotice must s
forth the following information:

0] as to each person whom the shareholder propose®nonate for election
reelection as a director (A) all information refatito such proposed nominee that would be requdrdx set forth in
shareholdes notice pursuant to this Section 4.11 if such psepd nominee were a Proposing Person, (E
information relating to such proposed nominee thatequired to be disclosed in a proxy statemenotber filings
required to be made in connection with solicitasia proxies for election of directors in a congelselection pursua
to Section 14 under the Exchange Act and the raleb regulations thereunder (including such propassdinees
written consent to being named in the proxy statgnas a nominee and to serving as a director idted, (C) .
description of all direct and indirect compensatiand other material monetary agreements, arrangsmesm
understandings during the past three years, ando#mgr material relationships, arrangements or rstaeding
between or among any Proposing Person and eachga@mominee, and his or her respective affiliatesassociate
and (D) an undertaking from each such person toobp@nated that, if elected to the board of diresttney will compl
with all corporate governance, conflict of interesbnfidentiality and stock ownership and tradingliges an
guidelines and other policies of the Corporaticet #re generally applicable from time to time tediors who are n
employees of the Corporation;

(i)  as to each Proposing Person, (A) the name and ssddfesuch Proposing Per:
and, as to the shareholder providing the noticeh stame and address as they appear on the Cogoisdiboks, (B)
statement describing and quantifying in reasonaleli@il any Material Ownership Interests, (C) theoant of an
equity securities beneficially owned (as define@Rire 13d3 (or any successor thereof) under the Exchanggirainy
direct competitor of the Corporation or its opargtsubsidiaries if such ownership by the nominea(s)) the Proposit
Persons, in the aggregate, beneficially own 5% arenof the class of equity securities, and (D) Wwhethe Proposir
Person intends to solicit proxies from sharehold@esipport of such nominee(s); and

(i) a representation that the shareholder providingnibtice intends to appear
person or by proxy at the meeting to nominate #regn(s) named in its notice.

(4) The shareholder providing the notice shall furrgabh other information as may reason
be requested by the Corporation to determine tlggb#ity of such proposed nominee to serve as ralependel
director of the Corporation or that could be maieto a reasonable shareholdennderstanding of the independenc
lack of independence of such nominee.




(5) Notwithstanding anything in the Timely Notice regument in Section 4.11(a)(2) to
contrary, in the event that the number of directore elected to the board of directors is inadasnd there is |
Public Announcement by the Corporation naming ahe nominees for director or, in the alternatispecifying th
size of the increased board of directors at le@ét days prior to the first anniversary of the poiog years annue
meeting of shareholders, a sharehokl@otice required by this Section 4.11 shall aleacbtnsidered timely, but or
with respect to nominees for any new positionstectly such increase, if it shall be deliveredrtanailed and receive
by the secretary at the principal executive offioethe Corporation not later than the close ofitess on the 10th d
following the day on which such Public Announcemierftrst made by the Corporation.

(b) Other Business.

(1) At any annual or special meeting of shareholdenly; such business shall be conducte
shall have been properly brought before the meefiiogbe properly brought before a shareholders inggebusines
(except as provided in the next sentence), mugfpspecified in the notice of meeting given byadrthe direction ¢
the board of directors (or any duly authorized cottaa thereof), (B) brought before the meeting byathe directio
of the board of directors, the chairperson or tresigent, or (C) otherwise properly brought by ahgreholder of tf
Corporation who was a shareholder of record bothetime of giving of notice provided for in thgection and at ti
time of the meeting of shareholders, who is entitle vote at the meeting, who complies with thaagoprocedures <
forth in this Section 4.11(b) and who attends, tioge duly qualified representative attends, thetimgpa@nd presen
such business to the meeting. Except (i) for prajsomade in accordance with the procedures andtemrslset forth i
Rule 14a8 (or any successor thereof) under the Exchangardaincluded in the notice of meeting and prosgesher
given by or at the direction of the board of dicgst(or any duly authorized committee thereof)) {ar directo
nominations (which shall be governed by Sectiod@)) and (iii) as otherwise required by applicdbl, this Sectio
4.11(b) shall be the exclusive means for a shadehadlo propose business to be brought before arstimgeo
shareholders.

(2) Except as may be otherwise required by law, forass to be properly brought before
annual or special meeting by a shareholder or Bbtters pursuant to this Section 4.11(b), (i) thesibbess mu
otherwise be a proper matter for shareholder aatiwer applicable law and (ii) the shareholder n{égtprovide
Timely Notice thereof in writing and in proper fortm the secretary of the Corporation at the Cotjpmmées principa
office and (B) provide any updates or supplememtsuch notice at the times and in the form requimg&ection 4.11

(©).

(3) To be in proper form for purposes of this Sectiohlfb), a shareholder's notice shall
forth the following information:

0] a brief description of the business desired to baudht before the meeti
(including the text of any resolutions or bylaw amdments proposed for consideration) and the reasorconducting
such business at the meeting;

(i)  all information relating to such proposed businéss is required to be included i
proxy statement or other filings required to be enadconnection with solicitations of proxies puasuto Section 1
under the Exchange Act and the rules and regukatioereunder in connection with the meeting at Wwisiecch propose
business is to be acted upon,;

(i) a brief description of any material interest in Isumusiness of each Propos
Person and a brief description of all agreememtangements and understandings between such




Proposing Person and any other person or persookiding their names) in connection with the prgpasf sucl
business;

(iv) as to each Proposing Person, (A) the name and ssldfesuch Proposing Per:
and, as to the shareholder providing the noticeh stame and address as they appear on the Cogoisdiboks, (B)
statement describing and quantifying in reasonal@tail any Material Ownership Interests, and (C)ethkr th
Proposing Person intends to solicit proxies fromrsholders in support of such business; and

(v) arepresentation that the shareholder providinghttiee intends to appear in per
or by proxy at the meeting to propose the busirtesgified in the shareholder’s notice.

(c) Requirement to Update Information. A shareholdevijoling any notice as provided in Sec
4.11(a) or (b) shall further update and supplensenh notice, if necessary, so that the informapiavided or require
to be provided in such notice pursuant to Sectidi(@) or 4.11(b), as applicable, shall be true emdect as of tr
record date for the meeting and as of the dateghah (10) business days prior to the meeting datany adjournme
or postponement thereof, and such update and suppteshall be delivered to or otherwise receivedheysecretary
the principal executive offices of the Corporatioot later than two (2) business days after the rcecate for th
meeting (in the case of the update and suppleneguired to be made as of the record date) andatetthan eight
business days prior to the date for the meetingngradjournment or postponement thereof (in the cdghe upda
and supplement required to be made as of ten (LB8indéss days prior to the meeting or any adjournnog
postponement thereof).

(d) Determination of Improperly Brought Nomination oudness. The chairperson of the mee
shall, if the facts so warrant, determine and decla the meeting that one or more nominationstioerobusiness w
not properly brought before the meeting in accocdanith the provisions of this Section 4.11 andh# chairpersc
should so determine, the chairperson shall so dedta the meeting and any such defective nominasioall be
disregarded and any such improperly brought busiskall not be transacted, notwithstanding thatipsoin respect
such vote may have been received by the Corporation

(e) Definitions. As used in this Section 4.11, theduling terms have the meanings ascribed to
below.

(1) *“Exchange Act’ means the Securities Exchange Adi934, as amended.

(2) “Material Ownership Interestsheans (i) the class or series and number of studrte
Corporation which are, directly or indirectly, owthbeneficially (as defined in Rule 13dfor any successor there
under the Exchange Act) and of record by such RiogoPerson, (i) any option, warrant, convertiézurity, stoc
appreciation right, or similar right with an exeseior conversion privilege or a settlement paynoemhechanism at
price related to any class or series of sharekeoCorporation or with a value derived in wholeropart from the valu
of any class or series of shares of the Corporgacterivative Instrumentflirectly or indirectly owned beneficia
by such Proposing Person, (iii) any proxy, contraotangement, understanding, or relationship @misto which suc
Proposing Person has a right to vote any sharesyfecurity of the Corporation, (iv) any shorieneist beneficiall
owned or held by such Proposing Person in any ggafrthe Corporation, (v) any rights to dividenas the shares
the Corporation owned beneficially by such Propg$terson that are separated or separable frormttexlying share
of the Corporation, (vi) any proportionate interesshares of the Corporation or Derivative Instemts held, directly
indirectly, by a (A) limited liability company in ch the Proposing Person is a member or, diremtlyndirectly
beneficially owns an interest in a member, or (Bhgral or limited partnership in which such PropgsPerson is
general partner or, directly or indirectly, bengfily owns




an interest in a general partner, and (vii) anyfgserance related fees (other than an abkased fee) to which su
Proposing Person is entitled based on any increasecrease in the value of shares of the Corporatr Derivativ:
Instruments, if any, as of the date of such notice.

(3) “Proposing Personimeans (i) the shareholder providing the noticehef momination ¢
business proposed to be made or presented at thing)e(ii) the beneficial owner, if different, amhose behalf tf
nomination or business proposed to be made or pesat the meeting is made, (iii) any affiliateassociate of su
beneficial owner (as such terms are defined in Rale2 (or any successor thereof) under the Exchangg &at (iv
any other person with whom such shareholder or swerneficial owner (or any of their respective #tiés o
associates) is acting in concert.

(4) "Public Announcementineans disclosure in a press release reported bipdke Jone
News Service, Associated Press, Prime Newswire kdtaire, PR Newswire or comparable news servicenos
document furnished to or filed by the Corporatiathvthe Securities and Exchange Commission purdima®éection 1:
14 or 15(d) of the Exchange Act and publicly avaga

(5) “Timely Notice.”

(i) With respect to an annual meeting, a notice isnaely Notice if it (A) is delivered i
the secretary at the principal executive officeshef Corporation not earlier than the close of hess on the 120day
and not later than the close of business on thie @@y prior to the ongear anniversary of the preceding year's ar
meeting, and (B) contains all of the informatiogueed to be contained therein by the applicabtevigions of thi
Section 4.11; provided, however, that in the etkat the date of the annual meeting is advancetidrg than 30 da
or delayed by more than 70 days from such anninedae or if the Corporation did not hold an arnmuaeeting in th
preceding fiscal year, notice by the shareholdéettimely must be so delivered not earlier thandlese of business
the 120" day prior to such annual meeting and not later thanclose of business on the 90th day prior td sumue
meeting or, if later, the tenth day following thaydon which a Public Announcement of the date chsueeting is fir:
made by the Corporation.

(i) With respect to a special meeting, a notice is mely Notice if it (A) (1) is
delivered to the secretary at the principal exeeutiffices of the Corporation not earlier than these of business
the 120th day prior to such special meeting andatet than the close of business on the lateh@f0th day prior
such special meeting or, if later, the tenth ddipfang the day on which a Public Announcementiistfmade of th
date of the special meeting, or (ll) is deliverédhe time a request for a special meeting is stibthin proper form 1
the secretary by Requesting Persons with the négaenership in accordance with Section 4.03 eséhbylaws, if tF
special meeting is called at the request of shddeh®and (B) contains all of the information regqdito be containe
therein by the applicable provisions of SectiorB4a@d this Section 4.11.

(i) In no event shall the public announcement of agmrstment or adjournment of
annual or special meeting to a later date or tiorarnence a new time period for the giving of a shalder's notice ¢
described above.

() Compliance With Applicable Law. Notwithstanding tfogegoing provisions of this Section 4.1
shareholder shall also comply with all applicaldguirements of state law and of the Exchange Adttha rules ar
regulations thereunder with respect to the matietdorth in this Section. Nothing in this Sectsmall be deemed
affect any rights of (i) shareholders to requestusion of proposals in the Corporation's proxyesteent pursuant
Rule 14a-8 (or any successor thereof) under th@d&hge Act, or
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(i) the holders of any series of Preferred Staclelect directors pursuant to any applicable promss of the articles
incorporation.

4.12 Inspectors of Election.The board of directors, or the chair presidingrat shareholders meeting, n
appoint one or more inspectors. If appointed, tispectors shall determine the number of sharesamdglisg and tr
voting power of each, the shares represented an#eting, the existence of a quorum and the vgligiitd effect ¢
proxies, and shall receive votes, ballots or cotssdmrear and determine challenges or consentsnaatethe result, ar
do such acts as are proper to conduct the eleotioiote with fairness to all shareholders. On retwé the persc
presiding at the meeting, the inspectors shall naaickexecute a written report to the person pmegidt the meeting
any of the facts found by them and matters detexchioy them. The report shall be prima facie evidenicthe fact
stated and of the vote as certified by the inspecto

ARTICLE V
DIRECTORS

5.01 Number and Qualifications. The business and affairs of the Corporation shalimanaged by or unc
the direction of a board of not less than two (@) more than twelve (12) directors as shall bedik®m time to tim
by the board of directors. The directors need eatdsidents of Michigan or shareholders of the G@fton. No persc
shall be eligible to be nominated for election aBractor (or for appointment by the board of dices to fill a vacanc
or new directorship on the board of directors) sslsuch person shall have agreed in writing to ¢pmyith all
corporate governance, conflict of interest, conftadity, stock ownership and trading policies anddelines and oth
policies of the Corporation that are from timeitod generally applicable to directors.

5.02 Election, Resignation, and RemovalUnless otherwise provided in the articles of incogtion
directors shall be elected at each annual sharetslcheeting, each director to hold office until thext annus
shareholders meeting and until the director's ssmmeis elected and qualified, or until the diréedaesignation ¢
removal. Unless otherwise provided in the artiasncorporation, a director may resign by writteatice to th
Corporation. The resignation is effective on itseipt by the Corporation or at a subsequent timseadorth in th
notice of resignation. A director or the entire twbaf directors may be removed, with or without ssuby vote of tF
holders of a majority of the shares entitled toevat an election of directors. Cause for removalaéBned as ar
director who has been judicially declared of ungbumind or who has been convicted of an offense gnatile b
imprisonment for a term of more than one year.

5.03 Vacancies.Vacancies in the board of directors occurring bgso: of death, resignation, remo
increase in the number of directors, or otherwlsal e filled by the affirmative vote of a majgriof the remainin
directors though less than a quorum of the boardiretctors, unless filled by proper action of ttergholders of tt
Corporation. Unless otherwise provided in the Beticof incorporation or elsewhere in these bylagah person
elected shall be a director for a term of officetaauing only until the next election of directdsg the shareholders.
vacancy that will occur at a specific date, by ogasf a resignation effective at a later date beowise, may be fille
before the vacancy occurs, but the newly electestttir may not take office until the vacancy occurs

5.04 Annual Meeting. The board of directors shall meet each year imntelgidoefore or after the anni
meeting of the shareholders, or within three ddysuoh time, excluding Sundays and legal holid#ythe later time i
deemed advisable, at the place where the sharebahdeeting has been held or any other place thlatbtard c
directors may determine or by remote communicafimnthe purpose of electing officers and consiagsuch busine
that may properly be brought before the meetingyided
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that, if less than a majority of the directors agpf®r an annual meeting of the board of directths, holding of th
annual meeting shall not be required and the nsattext might have been taken up in it may be takeat any late
regular, special or annual meeting, or by consesdlution.

5.05 Regular and Special MeetingsRegular meetings of the board of directors mayddd At the times ai
places (or by remote communication) that the migjasf the directors may from time to time determiea prio
meeting or as shall be directed or approved bythe or written consent of all the directors; pded that the board
directors shall meet no fewer than once per figoakter. Special meetings of the board of direataay be called by tl
chairperson of the board of directors (if the ddfis filled) or the president, and shall be calsdthe president
secretary on the written request of any two dinecto

5.06 Notices. No notice shall be required for annual or regulaetngs of the board of directors or
adjourned meetings, whether regular or speciale@laays written notice, 24-hour telephonic notare24-hour notici
by electronic communication shall be given for sglemeetings of the board of directors, and thaeceashall state tf
time, place, and purpose or purposes of the meeting

5.07 Quorum. A majority of the board of directors then in offjc& of the members of a board commit
constitutes a quorum for the transaction of businébe vote of a majority of the directors presanany meeting
which there is a quorum constitutes the actiorheftioard of directors or of the committee, excelpenva larger vo
may be required by the laws of the state of Michiga member of the board of directors or of a cottemi designate
by the board of directors may participate in a mngelby conference telephone or other means of rema@tmunicatio
through which all persons participating in the nmeetan communicate with each other. Participaiioa meeting i
this manner constitutes presence in person at geting.

5.08 Dissents.A director who is present at a meeting of the badrdirectors, or a board committee of wt
the director is a member, at which action on a a@f@ matter is taken, is presumed to have cortunréhat actio
unless the directos’dissent is entered in the minutes of the meeatingnless the director files a written dissenthe
action with the person acting as secretary of tleetmg before the adjournment of it or forwards thesent b
registered mail to the secretary of the Corporagioomptly after the adjournment of the meeting. Tigét to disser
does not apply to a director who voted in favotha action. A director who is absent from a meebthghe board ¢
directors or a board committee of which the direc@@ member, at which any such action is takeprésumed to ha
concurred in the action unless he or she files i#enmrdissent with the secretary within a reasomdlvhe after th
director has knowledge of the action.

5.09 Compensation.The board of directors, by affirmative vote of ajondy of directors in office ar
irrespective of any personal interest of any ofrthenay establish reasonable compensation of diedbo services i
the Corporation as directors, committee membersfarers. Nothing herein shall be construed to [uge any directc
from serving the Corporation in any other capaaitg receiving compensation therefor.

5.10 Executive and Other CommitteesThe board of directors may, by resolution passed majority of th
whole board of directors, appoint three or more imers of the board of directors as an executive cbt@ento exercis
all powers and authorities of the board of direciormanaging the business and affairs of the Catjpm, except th.
the executive committee shall not have power ohaity to (a) amend the articles of incorporatiexcept that
committee may prescribe the relative rights andepeaces of the shares of a series if the artiofemcorporatiol
authorize the board of directors to do so; (b) adopagreement of merger or plan of share exchgdongeecommend
shareholders the sale, lease, or exchange of aflubstantially all of the Corporatian’property and assets;
recommend to shareholders a dissolution
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of the Corporation or revocation of a dissoluti¢e), amend these bylaws; (f) fill vacancies in tloarda of directors; «
(9) unless expressly authorized by resolution eflthard of directors, declare a dividend or autieothe issuance
stock.

The board of directors from time to time may, kelresolution, appoint any other committees of onenore
directors to have the authority that shall be dpgtby the board of directors in the resolutionking the appointment
subject to the limitations imposed in clauses fapugh (g) of the preceding paragraph. Committe®s Gommitte
members serve as such at the pleasure of the lobatilectors. The board of directors may desigrate or mor
directors as alternate members of any committeéegiace an absent or disqualified member at anyrdtiee meeting.

5.11 Retirement Policy. The board of directors does not believe it shosglaldish term limits other than 1
current annual terms of office. However, if the taubaf directors believes it is necessary that aaiar should not sta
for reelection due to his or her age, the boardiadctors, through resolution, may act on estabiglthe appropria
term limit for the particular director.

5.12 Action Without a Meeting. Any action required or permitted at any meetinglioéctors or a committ
of directors may be taken without a meeting, witharior notice and without a vote, if all of the&itors or committe
members entitled to vote on it consent to it intwg or, to the extent permitted by law, by elentcotransmissiol
before or after the action is taken. Such consshédl be filed with the minutes of the proceedimdshe board ¢
directors or committee, as applicable.

ARTICLE VI
NOTICES AND WAIVERS OF NOTICE

6.01 Notices. All notices of meetings required to be given torshalders, directors, or any committee
directors may be given personally or by mail, te@c or electronic transmission to any sharehold@ector, o
committee member at his or her last address gpéas on the books of the Corporation or by edeatrtransmissiol
but in the case of shareholders if notice is tgiven by electronic transmission, only in the foconsented to by tl
shareholder. The notice shall be deemed to be qvdhe time it is mailed or otherwise dispatchedifogiven by
electronic transmission, when electronically traited to the person entitled to the notice, butthe case ¢
shareholders only if sent in a manner authorizedthgy shareholder. Telephonic notice may be givansfecia
meetings of the board of directors as providedaati®n 5.06.

6.02 Waiver of Notice. Notice of the time, place, and purpose of any megedf shareholders, directors, ¢
committee of directors may be waived by telecopyptber writing, or by electronic transmission, eitlibefore or afte
the meeting, or in any other manner that may bepid by the laws of the state of Michigan. Attande of a perst
at any shareholders meeting, in person or by prokyat any meeting of directors or of a committéedioectors
constitutes a waiver of notice of the meeting exesgollows:

(@) In the case of a shareholder, unless the sharehatdine beginning of the meeting object
holding the meeting or transacting business atrtbeting, or unless with respect to consideratioa pérticular matt
at the meeting that is not within the purpose omppses described in the meeting notice, the shitehobjects t
considering the matter when it is presented; or

(b) Inthe case of a director, unless he or she dbélgening of the meeting, or upon his or her afy
objects to the meeting or the transacting of bissiret the meeting and does not thereafter voterfassent to ar
action taken at the meeting.
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A shareholdes attendance at a meeting of shareholders, whietlperson or by proxy, will constitute (1) waivdramy
objection to lack of notice or defective noticelass the shareholder at the beginning of the mgeiuects to holdin
the meeting or transacting business at the meetimd)(2) waiver of any objection to consideratidma @articular matte
at the meeting that is not within the purpose appses described in the meeting notice, unlesshihesholder objec
to considering the matter when it is presented.

ARTICLE VI
OFFICERS

7.01 Number. The board of directors shall elect or appoint asiolent, a secretary, and a treasurer, anc
select a chairperson of the board of directors and or more vice presidents, assistant secretasiregsssistal
treasurers, and other officers as it shall deemogpiate. The chairperson of the board of diregtorghe president if r
chairperson has been selected, shall be a memltke dioard of directors. Any two or more of thegading offices
except those of president and vice president, nedyetd by the same person.

7.02 Term of Office, Resignation, and RemovalAn officer shall hold office for the term for whidte or sh
is elected or appointed and until his or her susmes elected or appointed and qualified, or umslor her resignatic
or removal. An officer may resign by written noticethe Corporation. The resignation is effectiveits receipt by tr
Corporation or at a subsequent time specified énnibtice of resignation. An officer may be remowsdthe board ¢
directors with or without cause. The removal ofodficer shall be without prejudice to his or hentact rights, if an
The election or appointment of an officer doesafatself create contract rights.

7.03 Vacancies.The board of directors may fill any vacancies iy affice occurring for whatever reason.

7.04 Authority. All officers, employees, and agents of the Corporashall have the authority and perfc
the duties to conduct and manage the businessféas af the Corporation that may be designatedhsy board ¢
directors and these bylaws.

ARTICLE VI
DUTIES OF OFFICERS

8.01 Chairperson of the Board.The chairperson of the board of directors, if tffece is filled, shall presic
at all meetings of the shareholders and of thedoardirectors at which the chairperson is presernéss otherwis
determined by the board of directors pursuant ti&@e4.10.

8.02 President. The president shall be the chief executive offiakethe Corporation. The president shall
that all orders and resolutions of the board oéatwrs are carried into effect, and the presidbatll ©iave the genel
powers of supervision and management usually vasteétde chief executive officer of a corporationcluding the
authority to vote all securities of other corparas and business organizations held by the Coiipardh the absen:
or disability of the chairperson of the board afedtors, or if that office has not been filled, fvesident also sh.
perform the duties of the chairperson of the badidirectors as set forth in these bylaws.

8.03 Vice Presidents.The vice presidents, in order of their seniorityal§ in the absence or disability of
president, perform the duties and exercise the powfethe president and shall perform any othereduhat the boa
of directors or the president may from time to tipnescribe.
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8.04 Secretary. The secretary shall attend all meetings of the d@rdirectors and shareholders and
record all votes and minutes of all proceedingsa inook to be kept for that purpose; shall give ause to be give
notice of all meetings of the shareholders andhibard of directors; and shall keep in safe custidy seal of th
Corporation, if any, and, when authorized by thardoof directors, affix it to any instrument reguog it, and when ¢
affixed it shall be attested to by the signaturéhefsecretary or by the signature of the treasuran assistant secret:
The secretary may delegate any of the duties, mowaard authorities of the secretary to one or namsistar
secretaries, unless the delegation is disapproyékebboard of directors.

8.05 Treasurer. The treasurer shall have the custody of the cotpduamds and securities, shall keep full
accurate accounts of receipts and disbursemeiit® ihooks of the Corporation, and shall depositraheys and oth
valuable effects in the name and to the credihefGorporation in the depositories that may begihesed by the boa
of directors. The treasurer shall render to thesigent and directors, whenever they may requir@nitaccount of his
her transactions as treasurer and of the finacoiadlition of the Corporation. The treasurer mayegdate any of his
her duties, powers, and authorities to one or ragsegstant treasurers unless the delegation ispii®agd by the boa
of directors.

8.06 Assistant Secretaries and Treasurersl he assistant secretaries, in order of their sgpjahall perforn
the duties and exercise the powers and authodfi¢ise secretary in case of the secremmabsence or disability. T
assistant treasurers, in the order of their segjahall perform the duties and exercise the pevaed authorities of tl
treasurer in case of the treasusedbsence or disability. The assistant secretamesassistant treasurers shall
perform the duties that may be delegated to thethéygecretary and treasurer, respectively, amdthésduties that tl
board of directors may prescribe.

ARTICLE IX
SPECIAL CORPORATE ACTS

9.01 Orders for Payment of Money. All checks, drafts, notes, bonds, bills of exchanged orders ft
payment of money of the Corporation shall be sigmgdhe officer or officers or any other personpersons that t
board of directors may from time to time designate.

9.02 Contracts and ConveyancesThe board of directors of the Corporation may iy arstance designe
the officer(s) and/or agent(s) who shall have authdo execute any contract, conveyance, mortgagepthe
instrument on behalf of the Corporation, or mayfyair confirm any execution. When the executioraaly instrumet
has been authorized without specification of theceting officers or agents, the chairperson ofltbard of director:
the president, any vice president, the secretary,agsistant secretary, the treasurer and anyta#steeasurer, or a
one of them, may execute the instrument in the namdgeon behalf of the Corporation and may affix¢bgporate set
if any, to it.

9.03 Voting Securities. Unless otherwise directed by the board, the presiday executive vice presid
and any senior vice president shall have full poaret authority on behalf of the Corporation toaud to vote (grant
proxy to vote) on behalf of the Corporation at angetings of security holders of corporations, leditliability
companies and other entities in which the Corponatiolds securities, and to execute in the namandrsehalf of th
Corporation one or more consents in lieu of mestioigsuch security holders. The board of direchyrsesolution fror
time to time may confer like power upon any otherspn or persons.

ARTICLE X
BOOKS AND RECORDS
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10.01 Maintenance of Books and RecordsThe proper officers and agents of the Corporatiaall keep an
maintain the books, records, and accounts of thpdZations business and affairs, minutes of the proceedingts
shareholders, board of directors, and committées)yi, and the stock ledgers and lists of shares|cas the board
directors shall deem advisable and as shall beireshly the laws of the state of Michigan and otk&ates c
jurisdictions empowered to impose such requiremeéBsks, records, and minutes may be kept withimvithhout the
state of Michigan in a place that the board ofaoes shall determine.

10.02 Reliance on Books and Recorddn discharging his or her duties, a director oradficer of the
Corporation, when acting in good faith, may rely information, opinions, reports, or statementsjuding financia
statements and other financial data, if preparqut@sented by any of the following:

(@ One or more directors, officers, or employees &f @orporation, or of a business organize
under joint control or common control, whom theedior or officer reasonably believes to be reliad competent
the matters presented,;

(b) Legal counsel, public accountants, engineers, legrgtersons as to matters the director or o
reasonably believes are within the person’s pradass or expert competence; or

(c) A committee of the board of directors of which hesbe is not a member if the director or off
reasonably believes the committee merits confidence

A director or officer is not entitled to rely onethinformation set forth above if he or she has Kedge
concerning the matter in question that makes seltdnice unwarranted.

ARTICLE Xl
INDEMNIFICATION

11.01 Indemnification. Subject to all of the other provisions of Articld, Xhe Corporation shall indemn
any person who was or is a party to or is threatéode made a party to any threatened, pendingpropleted actio
suit, or proceeding, whether civil, criminal, adistrative, or investigative and whether formal oformal, including
any appeal, by reason of the fact that the peisan was a director or officer of the Corporation,while serving as
director or officer of the Corporation, is or was\sng at the request of the Corporation as a thireofficer, membe
partner, trustee, employee, fiduciary or agentrudtlaer foreign or domestic corporation, partnershipited liability
company, joint venture, trust, or other enterpriseluding service with respect to employee bengifiins or publi
service or charitable organizations, against exgefisicluding actual and reasonable attorney fadsdeésbursement:
judgments, penalties, fines and amounts paid thesstnt actually and incurred by him or her in cection with suc
action, suit, or proceeding, in each case to theitam extent permitted by the Michigan Businesspgooation Ac
(“MBCA”). The termination of any action, suit, or proceediygudgment, order, settlement, conviction, or qrlea o
nolo contendere or its equivalent, shall not, gklit create a presumption that any person othereistitled t
indemnification hereunder (i) did not act in goadthi and in a manner that the person reasonahigveel to be in or ni
opposed to the best interests of the Corporatiots ahareholders, (i) with respect to any crinhiietion or proceedin
had reasonable cause to believe that his or hetucbrvas unlawful, or (iii) received a financialnadit to which he ¢
she is not entitled, intentionally inflicted harm the Corporation or its shareholders, violatedi8e&51 of the MBC:
or intentionally committed a criminal act.

11.02 Expenses of Successful Defensko the extent that a director or officer of the gmmation has bes
successful on the merits or otherwise in defensagfaction, suit, or proceeding referred to in
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Section 11.01, or in defense of any claim, issuenatter in the action, suit, or proceeding, thecior or officer sha
be indemnified against actual and reasonable erpefiiscluding attorney fees) incurred by the persononnectio
with the action, suit, or proceeding and any actgit, or proceeding brought to enforce the mamganhdemnificatiol
provided by this Section 11.02.

11.03 Definitions. For purposes of Article XI only:

(@ “serving at the request of the Corporatiosfiall include any service as a director, offi
employee, or agent of the Corporation that impasg®s on, or involves services by, the directoofficer with respec
to an employee benefit plan, its participants,teibeneficiaries; and a person who acted in goibd &nd in a mann
the person reasonably believed to be in the intefabe participants and beneficiaries of an erygdobenefit plan shi
be considered to have acted in a manner “not opiposthe best interests of the Corporation orhersholders;” and

(b) “independent director” shall have the meaning sdahfin Section 107 of the MBCA.

11.04 Contract Right; Limitation on Indemnity. The right to indemnification conferred in Articlel Xhal
be a contract right and shall apply to servicea director or officer as an employee or agent ef@orporation as we
as in the persor’capacity as a director or officer. No amendmérithese bylaws or the articles of incorporationlk
eliminate or impair a right to indemnification @ advancement of expenses established hereinreiriheith respect 1
any action or omission occurring prior to such admeent. Except as otherwise expressly providedigAhticle Xl, the
Corporation shall have no obligations under Artileto indemnify any person in connection with gopceeding, ¢
part thereof, initiated by the person without auttetion by the board of directors.

11.05 Determination That Indemnification Is Proper.

(a) Except as provided in Section 11.05(b), angmudification under Section 11.01 (unless orderea lopurt
shall be made by the Corporation only as authoriaelde specific case upon a determination thatnmaification of th
person is proper in the circumstances because élsomp has met the applicable standard of condumtided by
applicable law, and upon an evaluation of the neakleness of expense and amounts paid in settleriée
determination and evaluation shall be made in dnlyeofollowing ways:

(1) By a majority vote of a quorum of the board of dices consisting of directors who are
parties or threatened to be made parties to thenasuit, or proceeding;

(2) If the quorum described in clause (1) above isalainable, then by majority vote o
committee of directors duly designated by the badrdirectors and consisting solely of two or mdmectors who ai
not at the time parties or threatened to be madepdo the action, suit, or proceeding;

(3) By independent legal counsel in a written opinhich counsel shall be selected in on
the following ways: (i) by the board of directonsits committee in the manner prescribed in clgager (2); or (i) if ¢
qguorum of the board of directors cannot be obtaumeader clause (1) and a committee cannot be ddsiginader claus
(2), by the board of directors;

(4) By the shareholders, but shares held by directdfeers, employees, or agents who
parties or threatened to be made parties to thenastit, or proceeding may not be voted; or
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(5) By all independent directors who are not partieshoeatened to be made parties tc
action, suit, or proceeding.

(b) If the articles of incorporation of this Corporaticnclude a provision eliminating or limiting t
liability of a director pursuant to Section 209thé MBCA, the Corporation shall indemnify a director the expens:
and liabilities described in this paragraph withaudetermination that the director has met thedstahof conduct s
forth in the MBCA, but no indemnification may be deaexcept to the extent authorized in Section ©4be MBCA
if the director received a financial benefit to atihe or she was not entitled, intentionally inéat harm on tF
Corporation or its shareholders, violated Sectibh 6f the MBCA, or intentionally violated criminkdw. In connectio
with an action or suit by or in the right of the Boration, indemnification may be for expenses|uding attorneys’
fees, actually and reasonably incurred. In conaratiith an action, suit or proceeding other thaa by or in the rigt
of the Corporation, indemnification may be for expes, including attorney$ées, actually and reasonably incur
and for judgments, penalties, fines, and amourntsipasettlement actually and reasonably incurred.

11.06 Authorizations of Payment. Authorizations of payment under Section 11.01 shalimade in any
the following ways:

(@) by the board of directors:

(1) if there are two or more directors who are notipardr threatened to be made parties t
action, suit or proceeding, by a majority vote lbsach directors (a majority of whom shall forghpurpose constitute
guorum) or by a majority of the members of a corteribf two or more directors who are not partieshozatened to |
made parties to the action, suit or proceeding;

(2) if the Corporation has one or more independenttiire who are not parties or threate
to be made parties to the action, suit or procegdiy a majority vote of all such directors (a myoof whom shall fo
this purpose constitute a quorum); or

(3) if there are no independent directors and fewen tiaa directors who are not parties
threatened to be made parties to the action, sgitareeding, by the vote necessary for actiorhieytoard of directo
in accordance with Section 5.07, in which authdiiraall directors may participate; or

(b) by the shareholders, but shares held by directdiisers, employees, or agents who are parti
threatened to be made parties to the action,@yi;oceeding may not be voted on the authorization

11.07 Proportionate Indemnity. If a person is entitled to indemnification undecta 11.01 for a portion
expenses, including attorney fees, judgments, pesalfines, and amounts paid in settlement, butfoothe tots
amount, the Corporation shall indemnify the perganthe portion of the expenses, judgments, persltiines, ¢
amounts paid in settlement for which the persanistled to be indemnified.

11.08 Expense Advance.The Corporation shall pay or reimburse the readenakpenses incurred by
person referred to in Section 11.01 who is a partthreatened to be made a party to an action, @uftroceeding i
advance of final disposition of the proceedinghié fperson furnishes the Corporation a written ua#erg execute
personally, or on his or her belief, to repay theaace if it is ultimately determined that he oe shid not meet tf
standard of conduct, if any, required by the MB@A the indemnification of the person under thewmstances. Tt
Corporation shall make an evaluation of reason@sieminder this Section 11.08 as specified in Sedtlo05, and sh:
make an authorization in the manner specified ttiSe
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11.06, unless the advance is mandatory. The Cdrporanay make an authorization of advances witlpeesto |
proceeding and a determination of reasonableneadw@nces or selection of a method for determingagonablene
in a single action or resolution covering an enpireceeding. A provision in the articles of incargion, these bylaws
resolution by the board of directors or the shalddrs, or an agreement making indemnification megiashall als
make advancement of expenses mandatory unlessabisipn specifically provides otherwise.

11.09 Non-Exclusivity of Rights. The indemnification or advancement of expensesigeavunder this artic
is not exclusive of other rights to which a perseeking indemnification or advancement of expensag be entitle
under a contractual arrangement with the Corparatiowever, the total amount of expenses advancawtlemnifiec
from all sources combined shall not exceed the anami actual expenses incurred by the person sg
indemnification or advancement of expenses.

11.10 Indemnification of Employees and Agents of the Corpration. The Corporation may, to the ext
authorized from time to time by the board of dicest grant rights to indemnification and to the ahement ¢
expenses to any employee or agent of the Corpartdithe fullest extent of the provisions of ArécKl with respect t
the indemnification and advancement of expense&rettors and officers of the Corporation.

11.11 Former Directors and Officers. The indemnification provided in Article XI continsidor a persc
who has ceased to be a director or officer and shak to the benefit of the heirs, executors, adohinistrators of tt
person.

11.12 Insurance. The Corporation may purchase and maintain insuranckehalf of any person who is
was a director, officer, employee, or agent of @lmeporation, or is or was serving at the requeshefCorporation as
director, officer, partner, trustee, employee, gera of another corporation, partnership, jointtues trust, or oth
enterprise, against any liability asserted agahesperson and incurred by him or her in any sagacity or arising o
of his or her status as such, whether or not thgp@ation would have power to indemnify the persmainst th
liability under these bylaws or the laws of thetestaf Michigan. If the articles of incorporation tifis Corporatio
include a provision eliminating or limiting the ligity of a director pursuant to Section 209(1)¢f)the MBCA, suc
insurance may be purchased from an insurer owndldeb@orporation, but such insurance may insureageonetar
liability to the Corporation or its shareholderdyoto the extent to which the Corporation couldenthify the directc
under Section 11.05.

11.13 Changes in Michigan Law.If there is any change of the Michigan statutorgvsions applicable
the Corporation relating to the subject matter oficde Xl, then the indemnification to which anyrpen shall b
entitled under this article shall be determinedtm changed provisions, but only to the extent thatchange perm
the Corporation to provide broader indemnificatioghts than the provisions permitted the Corporatio provide
before the change. Subject to Section 11.14, tlaedbof directors is authorized to amend these bylawconform t
any such changed statutory provisions.

11.14 Amendment or Repeal of Article XI. No amendment or repeal of Article XI shall applyotohave an
effect on any director or officer of the Corporatifmr or with respect to any acts or omissionshef director or office
occurring before the amendment or repeal.

11.15 Enforcement of Rights.Any determination with respect to indemnificationpayment in advance
final disposition under this Article Xl shall be d@promptly, and in any event within 30 days, aftetten request |
the corporation by the person seeking such indecatibn or payment. If it is determined that sustdemnification c
payment is proper and if such indemnification oyrpant is
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authorized (to the extent such authorization isiiregl) in accordance with this Article Xl, then buademnification c
payment in advance of final disposition under #hicle XI shall be made promptly, and in any eveuithin 30 day
after such determination has been made, such @adlion that may be required has been given andcanglition:
precedent to such indemnification or payment sehfm this Article Xl, the articles of incorporati or applicable la
have been satisfied. The rights granted by thigckriXl shall be enforceable by such person in emyrt of compete
jurisdiction.

ARTICLE XIi
AMENDMENTS

12.01 Amendments.The bylaws of the Corporation may be amended,eatl{esr repealed, in whole or in p
by the shareholders or by the board of directamyided that notice of any meeting at which an adneent, alteratic
or repeal would be acted upon shall include nadidle proposed amendment, alteration or repeal.

As adopted by the board of directors on Februar2045
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EXHIBIT 12.1
ITC HOLDINGS

Computation of Ratios of Earnings to Fixed Charges

Our ratios of earnings to fixed charges were as follows for the periods indicated in the table below:

Year Ended December 31,

(In thousands, except ratio of earnings to fixed ch arges) 2014 2013 2012 2011 2010
Earnings are defined:

Net income $ 244,083 $ 233506 $ 187,876 $ 171,685 $ 145,678
Add: Income tax provision 150,322 118,862 108,632 94,749 82,254
Add: Fixed charges 191,755 176,298 162,728 151,586 146,406
Less: Capitalized interest 5,119 7,979 6,994 4,650 3,853

Earnings as defined $ 581,041 $ 520,687 $ 452,242 $ 413370 $ 370,485

Fixed charges are defined:

Interest expense — net $ 186,636 $ 168,319 $ 155,734 $ 146,936 $ 142,553
Add: Capitalized interest 5,119 7,979 6,994 4,650 3,853
Fixed charges as defined $ 191,755 $ 176,298 $ 162,728 $ 151,586 $ 146,406
Ratio of earnings to fixed charges 3.03 2.95 2.78 2.73 2.53

Our ratios of earnings to fixed charges were computed based on:
« “earnings,” which consist of net income before income taxes and fixed charges, excluding capitalized interest; and

» “fixed charges,” which consist of interest expense including capitalized interest.
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EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-153016, 333-141430, 333-138048, 333-136657,
333-126942, 333-126943 and 333-198442 on Form S-8 and Registration Statement No. 333-187994 on Form S-3 of our reports
dated February 26, 2015 , relating to the consolidated financial statements and financial statement schedule of ITC Holdings Corp.
and subsidiaries, and the effectiveness of ITC Holdings Corp. and subsidiaries' internal control over financial reporting, appearing in
this Annual Report on Form 10-K of ITC Holdings Corp. for the year ended December 31, 2014 .

/s/ DELOITTE & TOUCHE LLP

Detroit, Michigan
February 26, 2015



EXHIBIT 31.1

CERTIFICATION PURSUANT TO RULE 13A-14(A) OR 15D-14( A), AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Joseph L. Welch, certify that:
1. | have reviewed this annual report on Form 10-K of ITC Holdings Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’'s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Dated: February 26, 2015

/sl Joseph L. Welch

Joseph L. Welch
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION PURSUANT TO RULE 13A-14(A) OR 15D-14( A), AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Rejji P. Hayes, certify that:
1. | have reviewed this annual report on Form 10-K of ITC Holdings Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’'s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Dated: February 26, 2015

/sl Rejji P. Hayes

Rejji P. Hayes
Senior Vice President, Chief Financial Officer and Treasurer



EXHIBIT 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ITC Holdings Corp. (the “Registrant”) on Form 10-K for the period ended December 31,
2014 as filed with the Securities and Exchange Commission on February 26, 2015 (the “Report”), we, Joseph L. Welch, President
and Chief Executive Officer of the Registrant, and Rejji P. Hayes, Senior Vice President, Chief Financial Officer and Treasure of the

Registrant, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Registrant.

Dated: February 26, 2015

/sl Joseph L. Welch

Joseph L. Welch
President and Chief Executive Officer

/sl Rejji P. Hayes

Rejji P. Hayes
Senior Vice President, Chief Financial Officer and Treasurer



