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CAPITAL STRUCTURE as of 6/30/16
Total Debt $4598.1 mill. Due in 5 Yrs $1725.2 mill.

$4146.9 mill. LT Interest $185.0

(LT interest earned: 2.6x)

Pension Assets-12/15 $58.1 mill.

Oblig $9

Pfd Stock None

n Stock 153,372,055 shs.

as of 7/22/16

MARKET CAP: $7.1 billion (Large Cap)
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Income Tax Rate
AFUDC % to Net Profit

38.1%
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12.0%

7.2 mill.
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13.8
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25.8
25.3

POSITION 2014

27.7
101.0
30.9
27.2

6/30/16
6.1

45% | 54% | 6.8% | 7.1% | 80% | 80% | 9.3%
115% | 66% | 54% | 48% | 45% | 41% | 40% | 36%

89% | 7.8% | 9.0% | 9.0% |Retainedto Com Eq 9.0%
3% | 45% | 43% | 43% |All Div'ds to Net Prof 45%

147.9
27.8
179.3

186.8
108.0
175.0
180.0

Assets 169.2

361.1
146.9
451.2
186.8

Liab. 463.0

309%

BUSINESS: ITC Holdings Corp. engages in the transmission of
electricity in the United States. The company operates primarily as
a conduit, moving power from generators to local distribution sys-
tems either through its own system or in conjunction with neighbor-
ing transmission systems. Acquired Michigan Electric Transmission
Company 10/06; Interstate Power & Light's transmission assets

12/07. Has assets in Michigan, lowa, Minnesota, lllinois, Missouri,
and Kansas. Operations are regulated by the Federal Energy Regu-
latory Commission (FERC). '15 reported depreciation rate: 2.1%.
Has about 600 employees. Chairman, President & CEO: Joseph L.
Welch. Inc.: Michigan. Address: 27175 Energy Way, Novi, Michigan
48377. Tel.: 248-946-3000. Internet: www.itctransco.com.
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QUARTERLY REVENUES ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

217.3 2298 2388 2554
258.6 2632 2701 2311
27125 2151 2732 2240
280.1 2980 3069 315
335 340 345 350

941.3
1023.0
1044.8
1200
1370

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2013
2014
2015
2016
2017

32 .30 37 48
43 34 A7 .30
43 46 42 24
42 46 48 49
.50 .55 .55 .55

147
1.54
1.56
1.85
2.15

Cal-
endar

QUARTERLY DIVIDENDS PAID B m
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2012
2013
2014
2015

2016

A175 1175 126 126
126 126 1425 1425
1425 1425 1625 .1625
1625 1625 1875 .1875
1875 1875 2155

The acquisition of ITC Holdings is
progressing. Fortis, a Canadian company
with utilities in the U.S., would pay
US$22.57 in cash plus .752 of a Fortis
share for each ITC share. The Fortis
shares trade on a Canadian exchange, so
the value of the deal will fluctuate based
not only on the price of Fortis stock, but on
the exchange rate between the U.S. and
Canadian dollars. The transaction is now
valued at almost $47.00 a share. Each
company’s stockholders have approved the
combination, as have the regulators in Ok-
lahoma and Illinois. The Federal Energy
Regulatory Commission (FERC) and the
commissions in three other states must
still rule on the deal. The companies ex-
pect it to be completed by yearend.

We advise ITC holders to sell their
shares on the open market. The recent
price is just 2% below the value of the
buyout, so there isn't much upside poten-
tial for ITC holders. There is downside
risk if the deal fails to win regulatory ap-
proval, however. The Timeliness rank of
ITC stock is suspended due to the pending
acquisition.

ITC is taking charges associated with

the Fortis deal and for the possible re-
fund of previously collected revenues.
Merger-related costs reduced earnings by
$0.14 a share in the first half of 2016.
More significantly, over the past several
quarters, the company has been taking
reserves for the probable refund of pre-
viously collected revenues. This lowered
profits by $0.11 a share in the first two
quarters of 2016. Transmission users have
filed two complaints with FERC against
transmission owners in the Midwest, con-
tending that allowed returns on equity are
too high and should be reduced. An admin-
istrative law judge has recommended cuts
in the allowed ROEs, but FERC has yet to
rule on either complaint. Each percentage
point reduction in ITC's allowed ROE
would reduce the company'’s earning power
by $30 million after taxes.

The board of directors has raised the
dividend. The increase was $0.11 a share
(14.9%) annually. However, unlike most
utilities, 1TC’s dividend yield is still below
the market median. Of course, ITC is not
like other utilities, being the sole publicly
traded transmission-only company.

Paul E. Debbas, CFA  September 16, 2016

(A) Diluted earnings. '15 earnings don’t add to
full-year total due to rounding. Next earnings
report due late Oct. (B) Dividends historically
paid in early March, June, Sept., and Dec. =

Dividend reinvestment plan available. t Share- | lowed on common equity: 12.16%-13.88%.
holder investment plan available. (C) Incl. in-
tangibles. In '15: $1.26 billion, $8.24/sh. (D) In | tory Climate: Above Average.
millions, adjusted for stock split. (E) Rates al-
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Earned on avg. com. eq., '15: 14.2%. Regula-

Company’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 90
Earnings Predictability 90
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