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BEFORE THE MISSISSIPPI PUBLIC SERVICE COMMISSION

ENTERGY MISSISSIPPI, INC. IN RE: JOINT APPLICATION FOR THE
ECl23-0082-00 TRANSFER OF OWNERSHIP AND

CONTROL OF ENTERGY MISSISSIPPI
TRANSMISSION COMPANY INC.'S TRANSMISSION FACILITIES
MISSISSIPPI, LLC AND ASSETS TOGETHER WITH

RELATED CERTIFICATES,
MID SOUTH TRANSCO LLC FRANCHISES AND OTHER PROPERTY

RIGHTS TO TRANSMISSION
ITC MIDSOUTH LLC COMPANY MISSISSIPPI, LLC AND

APPROVAL OF SUBSEQUENT
ITC HOLDINGS CORP. TRANSFERS OF OWNERSHIP AND

CONTROL

JOINT APPLICATION FOR TRANSFER OF OWNERSHIP AND CONTROL OF
ENTERGY MISSISSIPPPS TRANSMISSION FACILITIES AND ASSETS

TO TRANSMISSION COMPANY MISSISSIPPI, LLC

Come now Entergy Mississippi, Inc. ("EMI") or ("Entergy Mississippi"), Transmission

Company Mississippi, LLC ("TCM")', Mid South TransCo LLC ("Mid South TransCo"), ITC

Midsouth LLC ("ITC Midsouth"), and ITC Holdings Corp. ("ITC") (together "Applicants")2

pursuant to Miss. Code Ann. § 77-3-1, et. seq. (2009 and Supp. 2011) (the "Public Utilities Act")

* Upon the merger of ITC Midsouth with Mid South TransCo, Transmission Company Mississippi LLC will
change its name to ITC Mississippi LLC and be owned by ITC Midsouth, a direct subsidiary of ITC.
2 For the sake of completeness, EMI has included as parties the following, newly-created entities within the
Entergy Corporation corporate structure that are involved in the ITC Transaction: Mid South TransCo and
TCM. EMI respectfully requests that the testimony that it submits in this proceeding be considered to be offered on
behalf of Mid South TransCo and TCM to the extent that those newly-created entities are considered to be necessary
parties to this proceeding.
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and Rule 8 of the Mississippi Public Service Commission's (the "Commission") Public Utilities

Rules of Practice and Procedure ("Procedural Rules") and hereby file this Joint Application for,

among other things, the transfer of ownership and control of EMI's transmission facilities, and

related certificates, franchises and other property rights to TCM, and subsequent transfers of

control of TCM to an operating subsidiary of ITC, all as set out and more particularly described

hereinafter in this Joint Application (the "ITC Transaction"). In support of this Joint

Application, the Applicants submit the following:

I. INTRODUCTION

1. EMI is proposing to transfer ownership and control of its transmission system to

TCM, which will become an operating subsidiary of ITC, the largest independent electric

transmission company in the country. This Joint Application is seeking approval of the series of

transactions that will result in the transfer of EMI's transmission assets to TCM, the change of

control of TCM to Mid South TransCo, the distribution of Mid South TransCo to Entergy

Corporation's shareholders, and the merger of Mid South Transco with ITC Midsouth, a

subsidiary of ITC.3 The proposed transaction will require the transfer and assignment by EMI to

TCM of its electric transmission facilities and assets, including (i) all physical electric

transmission equipment and facilities and (ii) those portions of all easements, rights-of-way, land

rights, related property and property rights, certificates of public convenience and necessity

("CCNs"), operating rights, and any and all other rights, privileges, franchises and licenses of

every type, kind, or character, from whatever source obtained, including statutory and legal

rights, that may be reasonably necessary, appropriate, or useful for the purpose of acquisition,

3 The Joint Application also seeks approval of the corporate reorganization of Entergy Mississippi from a
corporation to a limited liability company - Entergy Mississippi, LL C.
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ownership, operation, maintenance, construction or extension of electric transmission facilities

and assets, reserving to EMI any and all such rights, privileges, assets, and property reasonably

necessary, appropriate or useful for its continued ownership and operation as a public utility of

its electric generation and distribution businesses and general equipment and facilities.

2. Upon completion of these transactions, (i) Entergy Corporation will continue to

own EMI4
-- RS well as the other Entergy Operating Companies" -- and their respective

generation and distribution businesses and (ii) ITC's operating subsidiary, TCM, will own and

operate EMI's transmission assets and business.

3. The Applicants are pursuing this transaction for several reasons, which are

described in more detail in this Joint Application and in the accompanying direct testimonies.

The proposed transaction presents a unique opportunity for EMI and its stakeholders to meet

challenges that the U.S. electric industry will face in the next several years. Significant advances

in technology and shifts in public policy have put the industry at a crossroads where the

infrastructure in place that has served customers well for decades must be augmented and

modernized to meet customers' needs in the future. To meet those needs, utilities are facing

levels of capital spending that have not been seen since the era of nuclear-plant construction in

the 1970s and 1980s. Central to this transformation is an emphasis on the modernization of the

transmission grid that is the backbone of the nation's utility infrastructure. Utilities and their

4 One or more of the steps to be undertaken in the ITC Transaction may be accomplished after the merger of EMI
into Entergy Mississippi, LLC, however for ease of reference, this Joint Application and the parties' testimony uses
the term "EMI" to refer interchangeably to both EMI and Entergy Mississippi, LL C when discussing the steps in the
ITC Transaction and its aftermath.
* The "Entergy Operating Companies" or "EOCs" of Entergy Corporation are EMI, Entergy Arkansas, Inc.
("EAI"), Entergy Louisiana, LLC ("ELL"), Entergy Gulf States Louisiana, L.L.C. ("EGSL"), Entergy Texas, Inc.
("ETI"), and Entergy New Orleans, Inc. ("ENO"). Entergy Corporation is a public utility holding company that
owns (directly or indirectly) all of the outstanding membership interests or shares of common stock of the EOCs,
and it is organized as a Delaware corporation with its principal place of business in Louisiana.
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regulators are faced with the question of how best to manage the increasing and evolving

requirements that will be imposed to modernize the transmission grid, particularly in the light of

capital requirements also facing the generation and distribution functions. The proposed ITC

Transaction, for which approval is being sought in this Joint Application, is part of EMI's

solution to address these escalating requirements for new capital investment. The proposed

transaction with ITC sets the course for strategic modernization of EMI's transmission grid and

will serve four key purposes that are consistent with the public interest and the public policy of

the State of Mississippi.

4. First, the transaction accomplishes the transfer of EMI's transmission assets to

ITC, an independent, financially strong transmission company. While EMI and the other EOCs

have at all times conducted their transmission business in a prudent and nondiscriminatory

manner, claims to the contrary frequently have diverted stakeholders from pursuing more

productive endeavors. Transmission independence fosters a robust wholesale market by

eliminating any perception that transmission planning could be biased in favor of certain

generation. The proposed ITC Transaction therefore will bring necessary confidence to

stakeholders who, together with EMI, are facing the challenges and opportunities of modernizing

the U.S. electric grid.

5. Second, ITC has demonstrated capability to operate transmission systems at a

high level of quality of service, and its singular focus on transmission has a proven ability to

improve transmission performance and reliability.

6. Third, consistent with the recent efforts of the Entergy Regional State Committee

("E-RSC"), ITC will bring a regional view to transmission planning and operations that will

include transparent collaboration with all stakeholders. By eliminating any perception of bias in
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transmission planning, the ITC Transaction will encourage market participation and disclosure of

information by third parties, leading to a more comprehensive planning process and a broader

regional view than could be accomplished otherwise. Increasing stakeholder engagement and

confidence through the ITC Transaction will facilitate and build on the benefits of the Day 2

wholesale market that will be available when EMI joins the Midwest Independent Transmission

System Operator, Inc. ("MISO") Regional Transmission Organization ("RTO").

7. Fourth, the ITC Transaction offers the financial strength of ITC and maintains

that of the EMI to support escalating capital expenditure requirements. The ITC Transaction

results in a smaller balance sheet for EMI by transferring the capital requirements for

transmission to ITC, thereby maintaining financial flexibility for EMI's remaining businesses

and better positioning it to manage the potential significant capital spending of the generation

and distribution functions. Likewise, ITC provides a stronger, separate balance sheet to support

the transmission capital requirements that bring reliability and economic benefits to customers.

ITC transmission-only business model is a more efficient business model to manage transmission

investment and it could contribute significantly to Mississippi's economic development efforts.

With the resulting two balance sheets (ITC's and EMI's), ITC and EMI would be better

positioned to attract capital separately to finance needed investments at lower costs and to

manage uncertainty in the future regarding event risk (e.g., new regulatory requirements or major

storms) or environmental and security regulations.

8. The purposes served by the proposed ITC Transaction - independence, singular

focus on transmission, building on the benefits of the Day 2 wholesale market, and providing the

financial strength of two utility balance sheets - will afford value in the form of short-term and

longer-term benefits for EMI's customers over and above those that are expected from the move
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to MISO. Furthermore, in the light of the transformative challenges facing the industry, the

timing of the proposed transaction is unique and compelling. Indeed, as the Applicants explain

in the testimony supporting their Joint Application, there are significant tax-related benefits to

this "spin-merge" transaction, and there is no assurance that this opportunity could be replicated

in the future. EMI and ITC have complementary strengths that will facilitate a seamless

transition for customers and stakeholders alike, particularly in critical areas such as storm

response. It is therefore in the best interest of all concerned to act on this opportunity to obtain

the benefits of a superior business model for transmission planning and investment as the electric

utility industry moves farther into a period of transformation.

II. JOINT APPLICANTS

9. EMI is an electric public utility as defined in Section 77-3-3(d)(i) of the

Mississippi Code of 1972, as amended, and is engaged in the business of providing electric

utility service to and for the public for compensation in portions of forty-five (45) counties in

western Mississippi, having its principal place of business at Jackson, Mississippi. EMI holds

Certificates of Public Convenience and Necessity issued in Commission Docket No. U-44 and

other Commission dockets, as supplemented from time to time. EMI is a Mississippi

corporation. Copies of its corporate charter and articles of incorporation are on file with the

Commission and are incorporated herein by reference. The electric generating resources and

bulk transmission facilities of the six EOCs are currently operated on a single, integrated basis

and are referred to collectively as the "Entergy System" or the "System."

10. TCM is a Michigan limited liability company that has been formed by EMI to

accomplish the transfer of EMI's transmission business to ITC. As part of the ITC Transaction,
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EMI will transfer its transmission assets at net book value to TCM,6 in exchange for debt

proceeds. TCM then will be transferred internally within the Entergy Corporation ownership

structure and will become a subsidiary of Mid South TransCo, so that the transmission

businesses from each of the EOCs are consolidated under Mid South TransCo. Upon the merger

of ITC Midsouth with Mid South Transco, TCM will change its name to ITC Mississippi LLC

and be owned by ITC Midsouth, a direct subsidiary of ITC. TCM will be a transmission-only

public utility and thus subject to the jurisdictionof the rules, regulations and requirements of this

Commission to the extent they are applicable to a transmission-only public utility and are not

preempted by federal law.

11. Mid South TransCo is a Delaware limited liability company that has been formed

by Entergy Corporation to accomplish the transfer of the EOCs' transmission businesses to ITC.

Mid South TransCo, which currently is a subsidiary of Entergy Corporation, will serve as a

holding company for the EOCs' transmission businesses. As described herein and in the

testimony supporting this Joint Application, Entergy Corporation will distribute its ownership

interest in Mid South TransCo to its shareholders, and Mid South TransCo subsequently will be

merged with ITC Midsouth, a wholly owned subsidiary of ITC.

12. ITC is a Michigan corporation and a holding company whose material assets

include the sole ownership of its subsidiary operating companies - International Transmission

Company d/b/a ITC Transmission ("ITCT"), Michigan Electric Transmission Company

("METC"), ITC Midwest LLC ("ITCMW") and ITC Great Plains ("ITCGP"). ITC and its

6 Each EOC has created a similar subsidiary and will be transferring its transmission assets to its wires
subsidiary. As a part of the ITC Transaction, it is contemplated that each EOC will also change its corporate
structure to a new limited liability company. Although not a part of the ITC Transaction, the applicants in this
proceeding seek approval that the new Mississippi limited liability company, Entergy Mississippi, LLC, be held by a
parent holding company to be a first-tier subsidiary of Entergy Corporation.
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operating subsidiaries are in the business of owning, operating, maintaining, and investing in

electric transmission infrastructure, and ITC is the nation's first, largest, and only publicly-traded

independent transmission company. ITC's operating subsidiaries currently serve a combined

system peak load of over 26,000 MW along over 15,000 miles of electric transmission lines in

the states of Michigan, Iowa, Minnesota, Illinois, Kansas, and Oklahoma. In addition, ITC and

its operating subsidiaries are independent of market participants and have no ownership or

financial interest in electric generation or distribution assets.

13. ITC Midsouth is a Delaware limited liability company and a newly-created

merger subsidiary of ITC that has been formed by ITC to accomplish the transfer of the EOCs'

transmission businesses to ITC. As part of the ITC Transaction, Mid South TransCo will be

merged with ITC Midsouth, with Mid South TransCo being the surviving entity. ITC will then

change the surviving entity name to ITC Midsouth LLC immediately after the merger. ITC

Midsouth will be a direct subsidiary of ITC and upon completion of the ITC Transaction will

own TCM, the owner of EMI's former transmission assets and business.

III. ITC TRANSACTION

Prior Transmission Restructuring Efforts

14. For more than a decade, the EOCs have advocated that an independent

transmission company, together with an RTO with next-day, real time and ancillary services

markets (collectively, "Day 2 market"), is the preferred model to facilitate and build on the

benefits of an efficient and effective wholesale market that optimizes generation on a regional

basis. Since the inception of the restructured wholesale market, the EOCs have taken steps to
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promote more independence and transparency in the operation of the Entergy Transmission

System.

15. The EOCs' efforts initially focused on creating an independent transmission

company that would own and operate the Entergy Transmission System." In response to

comments on that proposal and the policy guidance of the Federal Energy Regulatory

Commission ("FERC"), the EOCs redirected their efforts to focus on establishing a joint RTO

with the Southwest Power Pool ("SPP Partnership RTO"). The FERC subsequently rejected the

SPP Partnership RTO proposal in July 2001 and directed EMI to participate in a mediation to

explore formation of a single RTO in the Southeast. In late 2001, EMI joined in an effort to

develop the proposed SeTrans RTO that would have extended over portions of Alabama,

Arkansas, Florida, Georgia, Louisiana, Mississippi, South Carolina, and Texas. That proposal

did not attract necessary support from retail regulators in the region, and the development effort

was suspended in late 2003.

16. In 2004, the EOCs sought review, consideration, and approval of an Independent

Coordinator of Transmission ("ICT"). The ICT proposal was a continuation of the EOCs' efforts

to establish greater independence and transparency in the operation of their respective

transmission systems. The ICT, which was first approved in 2006, exercises certain authority

over the Entergy Transmission System, including the authority to grant or deny requests for

' The transmission system owned by the EOCs ("Entergy Transmission System") consists of over 15,800 miles of
electric transmission lines covering an area of 115,000 square miles. Certain aspects of transmission service for the
Entergy Transmission System currently are administered by the Southwest Power Pool, Inc. ("SPP") as the
Independent Coordinator of Transmission. In December 2011, EMI filed a Joint Application regarding transfer of
functional control of its transmission facilities to the Midwest Independent Transmission System Operator, Inc.
Regional Transmission Organization. In Re: Joint Application of Entergy Mississippi, Inc., and the Midwest
Independent Transmission System Operator, Inc. for Transfer of Functional Control of Entergy Mississippi's
Transmission Facilities to MISO, Docket No. 201l-UA-376.

See, e.g., Entergy Servs., Inc., 88 FERC ¶ 61,149 (1999), reh'g denied, 90 FERC ¶ 61,191 (2000).
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transmission service under the Entergy System's Open Access Transmission Tariff, calculate

available flowgate capability, administer the Entergy Open Access Same-Time Information

System, and perform an enhanced planning function. The ICT also functions as the Reliability

Coordinator for the Entergy Transmission System and oversees operation of the weekly

procurement process for purchased energy. In 2010 and 2012, the FERC approved extensions of

the ICT arrangement.

17. Most recently, the EOCs have proposed to transfer functional control of their

transmission assets to MISO, including participation in MISO's Day 2 market and congestion

management system. The ITC Transaction is the next logical step in the continuing evolution

toward greater transparency and independence of the Entergy Transmission System, and it is

consistent with Entergy Corporation's long-held strategic vision that an independent

transmission company is the preferred model to provide customers with the benefits of a robust

wholesale market.

Benefits of Transaction

18. The ITC Transaction should be undertaken now to obtain value for its customers

and the public which may otherwise be delayed or foregone. The ITC Transaction is consistent

with the public interest and will provide meaningful value to customers and other stakeholders.

That value falls into four general categories of benefits that are cumulative and progressive:

• Transfer of EMI's transmission business to an independent transmission company is
consistent with the EOCs' multiple efforts to institute independent operation of
transmission assets through RTO participation and independent ownership through
transmission company models.

• ITC has a demonstrated capability to operate transmission systems at a high level of
quality of service, and its singular focus on transmission has a proven ability to
improve transmission performance and reliability.
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• ITC will provide a regional view of transmission planning in an open and transparent
manner and on a forward looking basis, considering a broad range of needs. This
regional view will facilitate and enhance the efficiency and benefits of an RTO Day 2
wholesale market.

• The ITC Transaction offers the financial strength of ITC and maintains that of EMI to
support the escalating capital expenditure requirements facing the electric industry
associated with increasing regulatory requirements and modernization of the U.S.
electric grid.

Structure of Transaction

19. The transfer of the EOCs' transmission businesses to subsidiaries of ITC will be

accomplished through a series of transactions that are governed by three agreements: the

Separation Agreement, the Merger Agreement, and the Employee Matters Agreement. These

agreements are described by Mr. Bunting, Mr. Riley and Mr. Bready and attached as exhibits to

Mr. Bunting's and Mr. Bready's testimonies. Other ancillary agreements will govern certain

aspects of the transaction, including Transition Services Agreements, interconnection

agreements, and pole attachment agreements.

20. The Transaction involves a separation of the EOCs' transmission businesses into

Mid South TransCo, which is then spun-off to Entergy Corporation's shareholders and merged

with ITC." Specifically, as part of the transaction, EMI's transmission assets and liabilities will

be transferred to TCM. TCM will be consolidated under Mid South TransCo, which will then be

spun-off to Entergy Corporation's shareholders and subsequently merged with ITC Midsouth.

Entergy Corporation shareholders will receive 50.1% of the outstanding common stock of ITC at

closing in exchange for all membership interests in Mid South TransCo. Certain debt of the

9 The structure of the transaction (i.e., a spin-off followed by a merger) is sometimes referred to as a "Reverse
Morris Trust" in the business sector.
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EOCs will be repaid with proceeds from newly-issued debt of Entergy Corporation*° and the

EOC's wires subsidiaries so that the capital structures and credit quality of EMI and the other

EOCs will be preserved after the ITC Transaction, and so that TCM, and the other new ITC

operating subsidiaries are properly capitalized. This transaction structure allows the transfers to

be made tax-free, so that the tax basis of the transmission assets will remain the same before and

after the ITC Transaction, thus protecting customers from an increase in rate base. The tax-free

spin-off followed by a tax-free merger will be accomplished through a series of steps described

in the testimony filed with this Joint Application and in Exhibit THB-2 to Mr. Bunting's

testimony.

21. Upon completion of the Transaction, Entergy Corporation will continue to own

EMI and the other EOCs (which will have changed their corporate structures into new limited

liability companies) and their respective generation and distribution businesses Although not a

part of the ITC Transaction, EMI is proposing in this proceeding that the membership interests

of Entergy Mississippi, LLC, along with the other EOCs and their supporting affiliates, be

owned by a single holding company, which would be a first-tier subsidiary of Entergy

Corporation. Mr. Bunting describes the nature of the holding company request in his testimony.

22. The transmission assets and facilities that will be transferred to TCM are

described in the transaction documents discussed above. The transmission assets generally

include:

1. transmission lines (69kV and above) and other related equipment;

2. transmission substation facilities;

io The Entergy Corporation debt will be satisfied and retired with the issuance of Mid South Transco debt that is
issued as part of the Transaction.
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3. transmission/distribution common use facilities (i.e., structures, equipment, facilities

and other assets that are located at a substation where three or more transmission lines

are interconnected within such facility and are used in support of both transmission

and distribution functions in substations);

4. transmission land rights;

5. transmission control facilities and transmission control facility rights;

6. transmission control systems;

7. certain real property and leased premises related to the transmission business; and

8. other equipment, tools, vehicles and machinery used in the operation of the

transmission business.

23. The transmission assets also include the rights of EMI under the CCNs and

franchises granted to EMI by the Commission, by statute and by agreement, as supplemented

from time to time, for the transmission of electricity and the construction, acquisition, extension

and operation of the assets for the transmission of electricity within parts of 45 counties within

the State of Mississippi, including the right to operate within and to use the streets, alleys and

· · · · · · · · · 11public places within 113 municipalities in Mississippi.

24. The transmission assets that will be transferred, including the delineation between

the transmission and generation/distribution assets, are further described in the testimonies of

Mr. Bunting and Mr. Jeter.

" The transmission assets being transferred to TCM include certain franchise rights pursuant to CCNs and the
provisions of MISS. CODE ANN. § 77-3-17. A 2% in-lieu-of fee for the municipal franchise rights of both EMI
and TCM, however, shall continue to be paid to the municipalities pursuant to the statute.
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Effect on Operations

25. By and large, EMI expects that the transition to ITC will be seamless for retail

customers. EMI's distribution and generation business will remain intact, and the overwhelming

majority of EMI's retail customers will experience no change in the manner in which they

interact with EMI.12 Customers also will experience the same high quality storm restoration

efforts that they have in the past, and EMI and ITC are taking steps to ensure that coordinated

processes and resources will be in place to respond to a major storm near the start of hurricane

season in 2013 should one occur, which is when the transaction is scheduled to close. In

addition, EMI and ITC have implemented measures to protect employees affected by the

transaction. Finally, the rate effects experienced by retail customers will be modest, and will be

offset by the benefits discussed in the testimony supporting this Joint Application.

26. After the ITC Transaction, EMI will continue to own and operate its distribution

and generation businesses, and EMI will continue to provide electric service to its wholesale and

retail customers as it does currently. Once EMI's transmission business is transferred to ITC,

EMI will no longer have a financial obligation to commit capital to transmission projects, which

will free up funds to invest in generation and distribution infrastructure and the reduction of debt,

among other things. Similarly, management can narrow its focus and spend more time on

generation and distribution matters, as it would no longer have responsibility for transmission.

EMI's transmission focus, like that of ITC's other customers, will be on ensuring that it receives

safe, reliable, and cost-effective transmission service from ITC.

12 The vast majority of EMI's retail customers have little or no interaction with EMI's transmission function today
with the exception of large industrial and commercial customers who take retail service at transmission level
voltage, and that will not change when ITC takes over the transmission function. Mr. Jeter explains how those
customers will remain the retail customers of EMI and will continue to interface with their customer account
representatives following the ITC Transaction.

14
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27. The ITC Transaction will not change EMI's focus on customer service. The ITC

Transaction will be implemented in a way that maintains service continuity for EMI's retail

customers, who will continue to receive the same high quality service from EMI. Specifically,

because EMI is not transferring any of its exclusive rights to serve retail customers in its

certificated service area, all current retail customers of EMI, including transmission-level retail

customers (i.e., retail customers taking service at 69kV and above), will remain customers of

EMI and will continue to be subject to EMI's retail tariffs. Retail customers' primary point of

contact will continue to be their EMI customer service or account representative, who will

coordinate with ITC as necessary to address transmission-related issues associated with customer

requests for maintenance, upgrades, and new interconnections.

28. The ITC Transaction also is expected to have no effect on the restoration of power

to customers, both under storm and non-storm conditions. In particular, Entergy Services, Inc.

("ESI"), the EOCs, and ITC are working to ensure that the transition of transmission assets to

TCM is seamless in the critical area of storm response and restoration. ESI and ITC created a

System Outage Response ("SOR") Implementation Team that is comprised of key leaders in

emergency response management from both organizations. The overarching objective of the

SOR Implementation Team is to establish functional "Day 1" operations and storm-response

readiness for both EMI and ITC. The team is working to ensure that the two organizations will

approach major storms in a complementary and strategically integrated fashion. This

collaboration affords the opportunity to identify and incorporate the best practices from both

organizations to enhance performance and effectiveness in storm restoration.

29. The combined expertise of ITC and EMI will ensure that Mississippi customers

receive industry-leading storm response. Certain EOC and ESI personnel with firsthand
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experience with storm planning and response will be ITC employees after the transaction and

will lead storm response and service restoration for the ITC Midsouth transmission system. This

means that, after the ITC Transaction, key ITC leadership will not only have knowledge of and

experience with storm restoration in the Entergy footprint, but will also be familiar with EMI's

current storm restoration procedures. At the same time, EMI is retaining Mr. Jeter as the

Mississippi storm incident commander, as well as other leaders of the Mississippi storm incident

command, and their experience will ensure that EMI will have the leadership necessary to

recover from major weather events.

30. With respect to employees, as part of the ITC Transaction, ITC is absorbing into

its organization approximately 750 employees who currently support the EOCs' transmission

businesses. Many of those individuals have knowledge and experience with planning,

constructing, operating, and maintaining the EOCs' transmission assets. To further ensure

continuity of operations, ITC's Board of Directors will appoint two new independent Directors

who will have transmission industry knowledge and familiarity with the Mid South region.

Likewise, ITC's management team will be supplemented with key leadership personnel from the

EOCs' transmission businesses to ensure a successful integration. And ITC will establish a

regional presence within the existing EOCs' footprint, including establishing a regional

headquarters for a period of not less than three years in Jackson, Mississippi, where the EOCs

currently have headquartered their transmission operations. ITC also will establish offices

throughout the EOCs' footprint all of which will serve to ensure the perpetuation of its business

philosophy of strong community involvement in any community where it does business.

31. One of the documents that is central to the ITC Transaction is the Employee

Matters Agreement ("EMA"). The EMA allocates to the EOCs, ESI, and ITC certain assets,
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liabilities, and responsibilities regarding employee matters, employee compensation, and benefit

plans and programs. The EMA contains a number of terms that protect affected employees, and

it ensures that those employees are not put in a disadvantaged position following the close of the

transaction. In fact, the EMA maintains the existing collective bargaining agreements for the

affected bargaining unit employees and affords the affected non-bargaining individuals with

protections that they do not currently have, such as substantially comparable compensation and

benefits for at least 36 months after the closing of the ITC Transaction. Few, if any, employees

will be asked to relocate outside of the EOCs' footprint as a result of the Transaction, in part

because ITC intends to maintain a local presence throughout the region.

32. With respect to rates, EMI estimates that the rate effects of the ITC Transaction

will be modest, and those effects will be offset by the value presented through the transaction in

the form of short-term and longer-term benefits. The short-term rate effect on customer bills is

modest because transmission costs are a small portion of EMI's revenue requirement that is

reflected in customer bills. Specifically, transmission charges at present amount to only 6.6% of

a typical EMI residential customer's total bill (based on 2011 average billing data).

IV. SATISFACTION OF LEGAL REQUIREMENTS

33. The ITC Transaction satisfies Mississippi law and the Commission's rules for the

reasons set forth in this Joint Application and in the testimony supporting the Joint Application.

34. First, the proposed Transaction is in good faith. The Separation Agreement, the

Merger Agreement and the EMA, and the ITC Transaction contemplated therein, are the product

of arms-length negotiation and bargaining by two unrelated parties who own substantially equal

transmission systems, and who both believe the agreement is fair.
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35. Second, TCM, which will become an ITC operating subsidiary, will be fit and

able to properly perform the transmission portion of the public utilities services authorized by

EMI's CCNs and to comply with the lawful rules and regulations of the Commission.13

36. Third, the Transaction is consistent with the public interest and satisfies the

prerequisites of applicable law for such a finding for the reasons expressed and contained

elsewhere in this Joint Application and in the testimony of both EMI and ITC witnesses. The

ITC Transaction is also consistent with the public interest, because it promotes the public policy

of this State, as expressed in MIss. CODE ANN. § 77-3-2(1)(f) ("to foster the continued service of

public utilities on a well-planned and coordinated basis that is consistent with the level of service

needed for the protection of public health and safety, and for the promotion of the general

welfare.") and MIss. CODE ANN. § 77-3-2(1)(g) ("to operate with other States and federal

government in promoting and coordinating interstate and intrastate public utility service and

reliability.") and the public policy of the United States as expressed in (1) Energy Policy Act of

2005 (which recognized the need for additional transmission infrastructure development and the

further development of competitive wholesale markets); (2) the Energy Independence and

Security Act of 2007 § 1301, 42 U.S.C. § 17381 (2012) ("It is the policy of the United States to

support the modernization of the nation's electricity transmission and distribution system to

maintain a reliable and secure electricity infrastructure that can meet future demand growth.");

(3) FERC Order 888 (which removed barriers to competitive wholesale markets and required

13 ITC's commitment to operational excellence is expressed in the testimonies of Mr. Jipping and Mr. Welch.
ITC's commitment to regulatory compliance is expressed in the testimony of Mr. Welch. ITC's history of
operational excellence and of regulatory compliance in other jurisdictions is reflected in the testimony of
Mr. Jipping and Mr. Collins and in the industry and benchmarking SGS studies and NERC reliability audits
discussed and attached as exhibits to Mr. Jipping's testimony. ITC witnesses Jipping, Bready, Vitez and Collins
testify more specifically as to how ITC operates and provides transmission services, which further evidences how
TCM will be fit and able to provide the transmission services contemplated in EMI's CCNs.
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public utilities to provide open access transmission service); and (4) FERC Order 1000 (which

requires transmission providers to engage in regional and inter-regional transmission planning

processes).

V. REQUEST FOR DEFERRAL ORDER

37. After the ITC Transaction closes, EMI will obtain transmission service from TCM

pursuant to the terms of the MISO Open Access Transmission Energy and Operating Reserve

Tariff. As such, there is a need to realign EMI's revenue requirements to reflect these changes

so that the rates charged to customers recover the actual transmission costs incurred by EMI. To

accomplish this result, EMI is seeking approval of a plan that will be executed in two

proceedings. First, EMI seeks permission in this proceeding to defer the difference in net

transmission costs actually incurred under TCM ownership and net transmission costs reflected

in current EMI retail rates. If the ITC Transaction is approved and closes when planned, the

deferral would permit EMI, and its customers, to remain revenue neutral as a result of the timing

of the closing of the ITC Transaction and the completion of the rate cases. Second, EMI will

seek approval in a subsequent filing for the use of a rider to recover transmission charges

incurred by EMI following the transaction. Such a rider would permit EMI to incorporate rate

changes that occur as a result of TCM's annual rate projections and would ensure that customer

bills timely reflect costs paid by EMI, no more and no less. EMI plans to pursue the

development of the rider terms and population with cost data in that separate rate filing. The

details of the deferral request are explained by Mr. Lewis in his testimony. EMI believes that

this rate plan for recovery of transmission costs from retail customers is the most appropriate

way to assure that retail customers pay the correct level of costs associated with the anticipated

benefits of improved transmission service - no more, no less.
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VI. APPROVALS SOUGHT

38. This Joint Application seeks approval of the series of transactions that will result

in the transfer of EMI's transmission assets to TCM, the change of control of TCM to Mid South

TransCo, the distribution of Mid South TransCo to Entergy Corporation shareholders, and the

merger of ITC Midsouth with Mid South TransCo. As part of the ITC Transaction, EMI will be

reorganized as a limited liability company, Entergy Mississippi, LLC. Although not a part of the

ITC Transaction, the parties seek the Commission's approval in this proceeding that Entergy

Mississippi, LLC be owned by a holding company that will be a direct subsidiary of Entergy

Corporation, making Entergy Mississippi, LLC a 2nd-tier subsidiary of Entergy Corp. This Joint

Application seeks approval of these additional changes in control, all as described in the direct

testimony of Mr. Bunting.

39. This Joint Application also seeks the Commission's approval of the transfer to

TCM of the rights, privileges and obligations of EMI associated with its transmission facilities

and assets under the certificates granted to EMI authorizing the construction, acquisition,

ownership, extension, maintenance and operation of facilities for the transmission of electricity

within parts of 45 counties in Western Mississippi. EMI and its successor, Entergy Mississippi,

LLC, however, will fully retain all the rights, privileges and obligations of EMI associated with

its distribution and generation assets, including its exclusive right to serve retail customers within

its certificated service area.

40. This Joint Application also seeks the Commission's approval for the transfer to

TCM of the rights, privileges and obligations of EMI associated with its transmission facilities

and assets under the franchises granted to EMI, which rights include, as it relates to the

transmission facilities and assets, the use of the streets, alleys, ways, bridges and public places
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within parts of 45 counties in western Mississippi, including within the municipalities currently

served by EMI. EMI and its successor, Entergy Mississippi, LLC will retain all the rights,

privileges and obligations of EMI associated with its distribution and generation assets, including

its exclusive right to serve retail customers within its certificated service area.

41. Approvals also will be required by the other retail regulators that have jurisdiction

over the other Entergy Operating Companies, and by the FERC. Issuance of a Private Letter

Ruling by the Internal Revenue Service is also a condition of closing.

42. The Applicants desire to close the ITC Transaction in June of 2013. Accordingly,

to ensure that the appropriate Commission approvals are in place at that time, the Applicants

request that the Commission take the necessary actions to ensure that a decision may be made on

a schedule that will support that closing date.

VII. FILING REQUIREMENTS

43. The filing consists of the Joint Application (with attachments), including the

direct testimonies and exhibits of the witnesses of EMI and ITC. The Joint Application and the

direct testimonies and exhibits include the following data and information pursuant to the filing

requirements for an application under RP 8.101, which requirements are set out in Appendix B,

Schedule 1, of the Procedural Rules:

Item

1. For each party to the transaction, a copy of its corporate charter or articles of
incorporation or, if a partnership, a copy of any written partnership agreement. With
regard to EMI, this information is on file with the Commission and is incorporated herein
by reference. With regard to TCM, see the Articles of Organization, attached hereto as
ATTACHMENT A. With regard to Mid South TransCo, see Certificate of Formation,
attached hereto as ATTACHMENT B. With regard to ITC, see Amended and Restated
Articles of Incorporation, attached hereto as ATTACHMENT C. With regard to ITC
Midsouth, see Certificate of Formation, attached hereto as ATTACHMENT D.
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2. If a party to the transaction is a foreigncorporation, a copy of its authority to do
business in the State of Mississippi. EMI is a Mississippi corporation. With regard to
TCM, see ATTACHMENT E hereto. With regard to Mid South TransCo, this
requirement is not applicable. With regard to ITC, see ATTACHMENT F hereto. With
regard to ITC Midsouth, see ATTACHMENT G hereto.

3. For each party to the transaction, the names and addresses of its board of directors,
officers and any person owning fifteenpercent (15%) or more of its stock. If not a
corporation, the names and addresses of all owners or partners. With regard to EMI, see
ATTACHMENT DD hereto. With regard to TCM, see ATTACHMENT EE hereto.
With regard to Mid South TransCo, see ATTACHMENT FF hereto. With regard to ITC,
see ATTACHMENT H hereto. With regard to ITC Midsouth, see ATTACHMENT I
hereto.

4. A copy of any and all written agreements concerning the proposed sale or transfer. See
ATTACHMENT J.

5. If any acquisition adjustment to rate base or expenses is sought, all supporting
documentation, and legal authority, together with the details of all accounting
adjustments proposed to be made. Not applicable.

6. A list of any other Mississippi utility operations owned, directly or indirectly, by either
party. With regard to EMI, this information is on file with the Commission and is
incorporated herein by reference. Not applicable with regard to the other Applicants.

7. For each party to the transaction, a balance sheet for the most recent month available
which shall be not less than nine months prior to the filingdate. With regard to EMI, see
the March 2012 FRP Evaluation Report submittal. With regard to ITC, see
ATTACHMENT K hereto. With regard to TCM, Mid South Transco and ITC Midsouth,
this Item is not applicable because they currently have no material assets or liabilities as
explained elsewhere in this Joint Application.

8. For each party to the transaction, an operating statement of revenues and expenses for
the twelve months ending as of the date of the balance sheet. With regarding to EMI, see
the March 2012 FRP Evaluation Report submittal. With regard to ITC, see
ATTACHMENT L hereto. With regard to TCM, Mid South Transco and ITC Midsouth,
this Item is not applicable because they have not begun operations and thus have no
operating statement of revenues and expenses as explained elsewhere in this Joint
Application.

9. An exhibit listing the names and addresses of all interested persons as defined in RP
2.115 herein together with a certificate that the filingutility has served a notice of the
filingupon each. See ATTACHMENT M hereto.14

14 The Applicants intend to provide notification of this filing to the counties and municipalities in Mississippi in
which EMI serves retail customers.

22

* Electronic Copy * MS Public Service Commission * 12/13/2013 * MS Public Service Commission * Electronic Copy*



FILEC
70/05/2072

2072-UA-358

10. In the case of a partial transfer or sale, the legal description of the certificated area
being transferred and a reference to the orders or certificates granting said area to the
transferring utility. The relevant certificates are on file with the Commission and
incorporated herein by reference.

11. All testimony to be relied upon at hearing. The direct testimonies of EMI witnesses are
attached hereto as ATTACHMENTS N through V. The direct testimonies of ITC witnesses are
attached hereto as ATTACHMENTS W through _CC.

44. The legal descriptions associated with certificates being transferred, or a portion

thereof, are found in the CCNs issued to EMI in Commission Docket No. U-44 and other

Commission Dockets, as supplemented from time to time.

45. This filing complies with all filing requirements for an application under

Procedural Rule 8. Insofar as this filing may be found to deviate from any requirement or

Commission rule applicable hereto, the Applicants hereby request approval and waiver of such

deviation pursuant to any applicable provision or Commission rule, including Procedural Rule

1.102, on the grounds that compliance therewith is impractical, unnecessary, or not in the public

interest, or is otherwise inappropriate.

46. Service on EMI, TCM and Mid South TransCo in this proceeding should be made

to:

Robert C. Grenfell
Vice President, Regulatory Affairs
Entergy Mississippi, Inc.
Post Office Box 1640
Jackson, MS 39215-1640
Telephone (601) 969-2338
Fax (601) 969-2406
Email: rgrenfe@,enterRy.com
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Jeremy C. Vanderloo
Entergy Services, Inc.
Post Office Box 1640
Jackson, MS 39215-1640
Telephone (601) 969-2662
Fax (601) 969-2406
Email: jvandel@entergy.com

Doug E. Levanway
Wise Carter Child & Caraway, P.A.
Post Office Box 651
Jackson, MS 39205
Telephone (601) 968-5500
Email: del wisecarter.com

47. Service on ITC and ITC Midsouth in this proceeding should be made to:

George R. Fair
WATKINS & EAGER PLLC
Post Office Box 650
Jackson, MS 39205
Telephone 601-965-1900
Facsimile 601-965-1901
Email: afair watkinseager.com

Brett D. Leopold
ITC Holdings Corp.
3500 SW Fairlawn Road, Suite 101
Topeka, KS 66614
Telephone 785-783-2226
Facsimile 785-783-2230
Email: bleopold itetransco.com

48. Confidential and proprietary information and documents are protected from

disclosure under MIss. CODE ANN. § 25-61-3, and 9, MISS CODE ANN. § 79-23-1, and

Procedural Rule 6.109. Due to the commercially sensitive nature of certain information filed

with this Joint Application, the Applicants have submitted the confidential testimony and/or

exhibits of Theodore H. Bunting, Jr., Jay A. Lewis, Michael L. Tennican, and Jon E. Jipping, as

well as public redacted versions of such testimony. The Confidential Version bears the
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designation confidential and also may bear the designations "Confidential Highly Sensitive

Protected Materials," "HSPM," or "Confidential Protected Materials", if applicable, which also

is a designation of confidential materials. The confidential information and documents included

with this Joint Application are being provided to the Commission and Public Utilities Staff

pursuant to Miss. Code. Ann. §77-3-79 and Procedural Rule 6.109.

49. The Applicants expressly reserve all of their rights with respect to any order of the

Commission, or any court, that may not be supported by the law or that may result in

confiscatory rates that constitute deprivation of property without due process of law, and insofar

as matters in this proceeding are within the exclusive jurisdictionof, or otherwise preempted by,

the jurisdiction of the FERC, the Securities and Exchange Commission, or any other agency

having jurisdictionover them.

Wherefore, premises considered, the Applicants pray for the following relief:

1. That this Joint Application be received and filed; that, consistent with the public

interest, this matter be set for hearing at an early date; and that process and notice be issued by

this Commission in the manner provided by law and by the procedural rules, giving reasonable

prior notice of the time, place and purpose of the public hearing to all persons and entities known

or reasonably believed to have a substantial interest in the proceeding or to otherwise be entitled

to such notice.

2. That, upon a hearing hereof:

(a) The Commission shall (1) find that the proposed transfers, assignments

and changes of control of property and certificates of public convenience and necessity from

EMI to TCM, including without limitation all proposed mergers, corporate restructuring steps,

and changes of control that are necessary to consummate the ITC Transaction, and any future
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transfers of property pursuant to Section 3.12 of the Separation Agreement (all as set out in this

Joint Application and as described in the testimony and exhibits provided herein and at the

hearing), (i) satisfy the requirements of the applicable Mississippi statutes and rules and

regulations of this Commission, including the requirements of MIss. CODE ANN. § 77-3-23,

(ii) are consistent with the public interest, and (iii) should be approved; and (2) approve such

transfers, assignments and changes of control.

(b) The Commission also shall approve the assignment and transfer from EMI

to TCM of certificates of public convenience and necessity issued to or held by EMI to the

extent, and not otherwise, that such certificates, and each of them, refer or pertain to, or relate to,

the acquisition or construction or extension or operation of facilities and equipment for the

transmission of electricity, reserving to EMI and its successor, Entergy Mississippi, LLC, any

and all such certificate rights necessary, appropriate, or useful for its continued ownership and

operation as a public utility of its electric generation and distribution business and general

equipment and facilities.

(c) The Commission also shall approve the assignment and transfer to TCM

of EMI's franchises, franchise rights, operating rights, and any and all other rights, privileges and

licenses of every type, kind, or character, from whatever source obtained, including statutory and

legal rights, and all related obligations, that may be reasonably necessary, appropriate or useful

for the ownership, operation, maintenance, construction, extension, or acquisition of electric

transmission facilities and assets, reserving to EMI and its successor, Entergy Mississippi, LLC,

any and all such rights, privileges, assets, and property necessary, appropriate, or useful for its

continued ownership and operation as a public utility of its electric generation and distribution

business and general equipment and facilities.
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(d) The Commission also shall approve the conveyance and transfer to TCM

of EMI's electric transmission facilities and assets, including (i) all physical electric transmission

lines, equipment and facilities; (ii) all real property assets, including easements, rights-of-way,

land rights, and any and all other property rights of every type, kind, or character, from whatever

source obtained, including statutory rights and legal rights, and all related obligations, that may

be reasonably necessary, appropriate or useful for the ownership, operation, maintenance,

construction, extension, or acquisition of electric transmission facilities and assets, reserving to

EMI and its successor, Entergy Mississippi, LLC, any and all such rights, privileges, assets, and

property necessary, appropriate, or useful for its continued ownership and operation as a public

utility of its electric generation and distribution business and general equipment and facilities.

(e) The Commission also shall: (i) find that implementation of the proposed

ITC Transaction will result in TCM owning and operating what is now EMI's transmission

assets and business and result in EMI retaining ownership and operation of its generation and

distribution assets and business, including EMI's exclusive right to serve retail customers in its

exclusive service area; (ii) find that the proposed assignee and transferee, TCM, is a transmission

only public utility subject to the jurisdiction and rules, regulations and requirements of the

Commission to the extent they are applicable to a transmission only public utility and are not

preempted by federal law; and (iii) approve the corporate reorganization of EMI from a

corporation to a limited liability company; (iv) approve the transfer of ownership and control of

EMI to a wholly-owned holding company subsidiary of Entergy Corporation, which holding

company subsidiary would become the first-tier parent of EMI; and (v) approve the deferral of

the difference in net transmission costs actually incurred by EMI under TCM ownership and net

transmission costs reflected in current retail rates.
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The Applicants further pray for such other, furthem and generalrelief as may be

necessary heneficial, required or proper in the premises.

RESPECTFULLY SUBMITTED. this the, ~day of October, 2012.

ENTERGY MISSISSIPPI, INC.
TRANSMISSION COMPANY MISSISSIPPI, LLC
MID SOUTH TRANSCO LLC

BY
ROBEitT CG ENF (MSB #5010)
VICE PRESIDIENT GULATORY AFFAIRS

ITC HOLDINGS CORP.
ÏTC MIDSOUTH LLC

GEORGE R. FAÎ MSB #5118)
ONE OF ITS ATTORNEYS

Jeremy C Vanderloo (MSB #101678) George R. Fair
Shelly M. Basì(MSB #103857) Willam F. Goodman, Jr.
William H Hammett(MSB #2998) Watkins & Eauer PLLCEntergy Services, Inc Post Office Bo 650Post Ofhoe Box 1640

Jackson, MS 9205Jackso MS 392 15
601-969 2662 Phone: 601-965-1900

Fax: 601-965-1901

Douglas Esi evævay (MSB #1206)
Wise Canter Chikt & Caraway,PA ATTORNEYFOILITC HOLDINGS CORP
Post Ofñee Box 651 and ITC MIDSOUTHLLC
Jackson, MS 39205
601-9683500

ATTORNEYS FOR ENTERGY MISSISSIPPI, INC.,
TRANSMISSlON COMPANY MlSSISSIPPL LLC
and MID SOUTH TRANSCO LLC
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STATE OP MISSISSIPPI

COUNTY OF HlNDS

PERSONALLY appeared before me the undersigned authorit in and for the said

County and State utithinmy prisdiction,the within named SIMON S: WHOTELOCKE who

after being duly sworn on oath states that he is the Vice President of Regulatory and External

Affairs of ITC Hoklings Corp the sale meinber (TONldseuth LLC and that as such is finly

authorized to make this affidavit on behalf ofiTC Holdiggs Corp and ITC Midsouth LLC; and

further states that the matters and things contained in the foregoing foint Application, ingeht as

they refer or relate to ITOHoldings Corp and ITUMidsouth LLCsare trum acqutgesañd correct

as therein set forth to the best of his knowledgewinformation and belie£

SlMON S, WlHIPLOCKF
VKT PRPMDFN'I OF REGULKIORY
AND EXTERNAL AFFAIRS OF
ITC HOLDINGS CORP,

SWOINT AND SUBSCRISED BEFOREME, this the day of October 2012

NÓ RY ËÙBLIC

LA D GOLD I
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STATE OF MISSISSIPPI

COUNTYOF HINDS

PERSONALLY appeared before me, the undersigned authoûty irt and for the saidCounty

and State, within my jurisdictiott,the within named ROBERT C. GRENFELL, who after being

duly sworn on oath acknowledged that he ís Vice Presidenn Regulatory Affairs for Entergy

Mississippi, inc., and thatas such is fall authorized to inake thîs affidavit; and further states;

disclairningpersonal knowledge of the facts stated herein, it is his good faith beliefŒhat the

matters and things contained in the foregoing Joint Application are true, accurate; and correct as

described by thesµpportùíg direct testimonies of EMl witneases

ROBERT C. GREN ELL
VICEPRESIDENT, RE ATORY
AFFAIRS ENTERGYMISSISSIPPLINC.

SWORN TO AND SUBSCRIBED BEFORE ME this the day of October 2012

NOTARY PUBLIC

My Conunission Expires
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- O RP 6 111 CERTIFI€ATE OF SERVICE

&JEREMÝC VANDERLOÖAttorney for Entergy Mississippi, Inc, hereby certify that

on this daÿ I havecaused to be flÏedthe foregoing Joint Application with:

Brian UsRay
Execudve Seeretary
Mississippi Publie Service Commission

and that on this day Thave caused to be delîvereda copy of the foregoing Jointapplication.to:

Chad Reynolds
eneral Counsel

MississippfPubHe Utilities Staff

Katherine Couler
Attorney for the Conmiission
MississippfPubne Service Comrnission

Shawn Shurden
Attomey for the Conunission
Mississippi Public Servîce Commission

and that in the filing of the appliention,ihave complied v;îth Rule 6 of the Corunissiorf s Públic

Utilities Rules of Practice and Procedures

This the ay ofOctober, 2012.

VANDERLOO

Post Office Box 1640
Jackson, MS 39205-1640
601-969-2662
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