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ITC Holdings Corp (ITC) 
COMPANY UPDATE 

Better after Further Review 
We have updated our earnings model and valuation work to incorporate 
the anticipated acquisition of Alliant’s IP&L transmission system.   

Our more refined estimates are consistent with our $0.09 estimate of 2008 
accretion and compound EPS accretion in the out years is greater than we 
had initially anticipated.  

We are raising our target price for ITC to $46 per share, built up from DCF 
and traditional multiples, and are maintaining our Outperform rating. 

We like the acquisition and believe ITC has opened new strategic doors by  

■ Firmly expanding into states beyond Michigan  

■ Showing repeatability in its consolidation strategy, providing credibility 
when ITC approaches other potential sellers 

■ Providing a platform to demonstrate the benefits of ITC servicing 
transmission needs, allowing more capital constrained incumbent utilities 
to focus on other infrastructure needs (for LNT, more generation).  

Even with Friday’s move, we see drivers that could add $6-9 to our target:  

■ Details on ITC Midwest capex in early Q207 ($1.00-2.00 / share)  

■ Completion of feasibility study on Michigan transmission line ($3 PV) 

■ Kansas decision on ITC as a state utility, providing opportunity to push 
forward on proposed transmission projects ($1.50-2.00 PV) 

■ ROE at ITC Midwest consistent with ITC / METC ($1.50-2.00) 

 Share price performance 
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Daily Jan 19, 2006 - Jan 19, 2007, 1/19/06 = US$27.81

Price Indexed S&P 500

On 01/19/07 the S&P 500 index closed at 1,430.50 

Quarterly EPS Q1 Q2 Q3 Q4 
2005A 0.25 0.37 0.54 0.05 
2006E 0.08 0.23 0.48 0.20 
2007E 0.33 0.48 0.73 0.26  

 Financial and valuation metrics
Year 12/05A 12/06E 12/07E
EPS (CS adj., US$) 1.19 0.99 1.78
Prev. EPS (US$) 1.01 1.80
P/E (x) 34.9 42.1 23.4
P/E rel. (%) 192.8 263.7 161.2
Revenue  (US$ m) 205.3 228.5 428.2
EBITDA  (US$ m) 117.8 128.0 242.1
OCFPS (US$) 1.88 3.86 3.54
P/OCF (x) 14.9 10.3 11.8
EV/EBITDA (current) 19.1 22.8 14.7
Net debt (12/05A, US$ m) 492.7 1151.2 1791.2
ROIC — — —
  

Number of shares (m) 42.30 IC (12/06E, US$ m) —
BV/share (current, US$) 7.78 EV/IC (x) —
Net debt (current, US$ m) 596.9 Dividend (current, US$) 1.08
Net debt/Total cap. (current) 69.0% Dividend yield 2.6%
 

 Source: Company data, Credit Suisse estimates 

Rating OUTPERFORM* 
Price (19 Jan 07) 41.66 (US$) 
Target price (12M) (from 40.00) 46.00 (US$) 
52 week high - low 41.66 - 25.03 
Market cap. (US$ m) 1,762.09 
Enterprise value (US$ m) 2,913.30 
 

* Stock ratings are relative to the coverage universe in each 
analyst's or each team's respective sector. 
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Room for More 
In the following pages we address our earnings expectations and valuation methodology 
directly, but thought the key conversation needs to be identifying additional opportunity in 
ITC shares following the stock’s nearly 9% move on the acquisition announcement.  From 
our perspective we see two distinct camps for opportunity in ITC shares – those that are 
directly quantifiable with identifiable timing and those that are more conceptual but should 
not be overlooked. 

When we take into account the quantifiable value drivers discussed below, we see further 
upside to our $46 target price that could reach $52-56 per share. 

Exhibit 1: Incremental Value Drivers 
Target 46.00  

Michigan Line 2.50        3.50        
Kansas Investments 1.50        2.00        
ITC Midwest Greenfield 1.00        2.00        
ITC Midwest Higher ROE 1.50        2.00        
Future Consolidation ???? ????

6.50        9.50        

Potential $52.50 - 55.50  
Source: Company data, Credit Suisse estimates 

 

High voltage Michigan transmission line 

ITC has been working with AEP to develop a 765 kV transmission line that would partly 
cross ITC’s Michigan transmission system.  While the companies are finishing up their 
feasibility study now, we believe more color on this project will come in 1H07.  Assuming a 
cost of $850 MM for ITC’s piece of the project (which could be low), we would add 
approximately almost $3 per share to our target price.   

Kansas greenfield transmission projects 

ITC has filed its application to become a Utility in the state of Kansas, which is now being 
considered by the state commission.  As best we can tell, no formal schedule exists for 
approval of ITC’s request but this appears to be the major impediment keeping ITC from 
moving forward with its efforts to invest in Kansas infrastructure.  The total opportunity, as 
identified by Kansas, could reach $1 BN of new investment.  Assuming ITC is successful 
and is able to build half of the projects, the NPV benefit to shareholders would be in the 
$1.50-2.00 per share range.   

More capex at ITC Midwest 

We appreciate that it’s a little crazy to talk about spending upside for a business that is in 
the early stages of being acquired and for which management has yet to provide baseline 
capex expectations.  Those reservations aside, we still think the conversation warrants 
some consideration.  

Our baseline assumptions for ITC Midwest effectively follow the same ramping growth in 
capex that we have modeled for METC (although we have target spending levels lower 
than those for METC as shown in Exhibit 2).  That said, we believe there are greater 
capex opportunities at ITC Midwest than the traditional pursuit of repairing / improving 
existing transmission system infrastructure in light of Alliant’s plans to build new coal and 
wind powered generation – assets that could reasonably require greenfield transmission 
investment to deliver the new energy output to demand centers.  We do not know how to 
explicitly quantify the opportunity but believe one exists.   
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An additional $400 MM of greenfield capex would add about $1.50 of present value upside 
to our target.  We would look for considerably more color on capex expectations when ITC 
files with the state utility commissions in Iowa, Minnesota, and Illinois in early Q207. 

Exhibit 2: Projected Capex by Utility: 2008-2014 
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Source: Company data, Credit Suisse estimates 

 

Higher ROE at ITC Midwest 

Our estimates including ITC Midwest assume the allowed ROE stays at 12.38%, which is 
below the returns for ITC’s other utilities (13.88% and 13.38%, respectively).  While the 
FERC is moving away from making explicit ROE adjustments between independent and 
integrated transmission operators, we believe ITC has a solid basis for requesting an ROE 
at ITC Midwest more consistent with its other utilities.  Raising our ROE assumption by 
100 basis points to 13.38% (same as METC) would add about $1.50 of value to our target 
and would raise 2008 earnings estimates by $0.05.   

Platform for More Consolidation 

The million (and arguably billion) dollar question prompted by ITC’s second announced 
transmission system acquisition in less than a year is whether this strategic direction is 
repeatable?  We have been admittedly skeptical since the IPO as to whether ITC would be 
able to acquire other transmission systems – the barriers to such transactions seemed too 
high.  And, while we could downplay the METC acquisition as a natural solution for that 
business, the acquisition of Alliant’s IL&P transmission business appears to address the 
issue head-on and indicate that there are willing sellers of transmission assets.   

We do not know how to quantify – not would we want to attempt to quantify – the 
opportunities available to ITC to repeat the Alliant deal.  That said, we also recognize that 
we should not count ITC out from repeating similar transactions, particularly as the 
company demonstrates its ability to improve transmission system reliability.  We are not 
going to attach an assumed amount of value creation that could come from more 
consolidation, but we believe the incremental earnings growth from acquisition should at 
least continue to support ITC’s premium valuation and lend confidence to the sustainability 
of the company’s double-digit earnings growth trajectory. 
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Thoughts for Modeling 
ITC provided a good amount of color around the Alliant transmission system acquisition 
without getting into financial specifics. While we always appreciate more details rather 
than less, we believe management is following a prudent course by wanting to include the 
state utility commissions in discussions about state specific transmission investment 
needs rather than making independent decisions and then sharing with the street.   

Accordingly, we have had to thread together a number of assumptions and various 
regulatory filings to provide a more comprehensive look at the earnings accretion / benefit 
that should come from the acquisition.  Our major observations: 

■ We built our Attachment O rate design using the 12/31/05 filing as a starting point and 
the $400-425 MM rate base in 2007 as goal posts for a rate base starting point. 

■ We assume capex at ITC Midwest will ramp over the 2008-2010 period, similar to what 
is expected at METC.  Our capex forecasts are fairly consistent with our expectations 
for METC but include a modest haircut relative to the METC numbers (Exhibit 2). 

■ We continue to use the currently allowed 12.38% ROE although we would look for ITC 
to pursue a higher ROE more consistent with the other utilities (13.88% and 13.38%).   

■ We assume FERC approves a forward looking rate mechanism effective 1/1/08 and 
ITC’s 60% equity ratio, which would be consistent with what is allowed at the other 
utilities. 

■ We assume the deal closes on 12/31/07. 

In Exhibits 6-9 we provide a look at our major model assumptions and consolidated 
financial statements for ITC.  Exhibit 3 provides a look at our estimated EPS and EBITDA 
progression by year for the consolidated company (we exclude both historical deferred 
revenue recovery from ITC and METC as well as METC acquisition amortization to make 
period comparisons more applicable). 

Exhibit 3: ITC EPS and EBITDA: 2007-2014 
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Source: Company data, Credit Suisse estimates 
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Valuation 
We always find the greatest challenge with the ITC story coming from valuation, largely 
because there is no good comp group for the stock.  Accordingly, we focus our efforts 
predominately on DCF valuation to take into account the large capital spending program 
over coming years and higher level of free cash generation at the end of the capital 
investment cycle.  Exhibits 4 and 5 look at implied fair values for ITC under different 
discount rate and terminal value assumptions.  Using the two methodologies (terminal 
multiple and perpetual growth), we are comfortable with a $46 fair value for the stock 
before taking into account the incremental value drivers identified in Exhibit 1.  

 

Exhibit 4: DCF Valuation: Terminal Multiple 

Discount Rate

45$               5.70% 5.80% 5.90% 6.00% 6.10% 6.20% 6.30%

9.25x             43.82             42.87             41.94             41.02             40.11             39.22             38.33 

9.50x             45.64             44.67             43.72             42.78             41.85             40.93             40.03 

9.75x             47.46             46.47             45.49             44.53             43.58             42.64             41.72 

10.00x             49.28             48.27             47.27             46.28             45.31             44.35             43.41 

10.25x             51.10             50.07             49.05             48.04             47.05             46.07             45.10 

10.50x             52.92             51.86             50.82             49.79             48.78             47.78             46.79 

10.75x             54.74             53.66             52.60             51.55             50.51             49.49             48.48 
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Source: Company data, Credit Suisse estimates 

 

Exhibit 5: DCF Valuation: Perpetual Growth 

Discount Rate

45$               5.70% 5.80% 5.90% 6.00% 6.10% 6.20% 6.30%

2.50%             48.33             45.18             42.22             39.43             36.80             34.33             31.98 

2.60%             50.72             47.40             44.28             41.36             38.60             36.01             33.56 

2.70%             53.27             49.76             46.48             43.40             40.51             37.79             35.22 

2.80%             55.99             52.28             48.81             45.57             42.53             39.67             36.98 

2.90%             58.91             54.98             51.31             47.88             44.67             41.67             38.84 

3.00%             62.05             57.86             53.97             50.35             46.96             43.79             40.82 

3.10%             65.43             60.97             56.83             52.98             49.40             46.05             42.92 
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Source: Company data, Credit Suisse estimates 
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Earnings Model 
Exhibit 6: Key Earnings Model Assumptions 

2006 2007 2008 2009 2010 2011 2012 2013 2014

EPS recurring 0.93 1.57 1.99 2.24 2.12 2.49 2.84 3.17 3.49
Growth -22.3% 69.6% 26.6% 12.6% -5.4% 17.5% 13.7% 11.6% 10.1%
EPS ex METC amort 0.99 1.78 2.18 2.43 2.31 2.68 3.03 3.36 3.68
Growth -17.0% 79.9% 22.3% 11.6% -4.9% 16.1% 12.8% 10.9% 9.6%
EPS ex METC amort & Def Revs 1.28 1.73 1.98 2.31 2.68 3.03 3.36 3.68
Growth 35.2% 14.6% 16.5% 16.1% 12.8% 10.9% 9.6%
EBITDA 128             242             341             372             378             423             464             500             533             
Growth 8.7% 89.1% 40.7% 9.0% 1.8% 11.8% 9.8% 7.7% 6.6%
EBITDA ex Def Revs 96               210             309             339             378             423             464             500             533             
Growth -18.5% 118.8% 46.9% 10.0% 11.4% 11.8% 9.8% 7.7% 6.6%

ITC EPS 0.99 1.69 1.74 1.90 1.88 2.02 2.12 2.22 2.32
Growth -17.4% 70.9% 3.3% 8.9% -1.1% 7.5% 5.3% 4.6% 4.5%
ITC EPS ex Def Revenues 0.77 1.50 1.57 1.73 1.88 2.02 2.12 2.22 2.32
Growth -35.4% 94.4% 5.1% 9.8% 8.4% 7.5% 5.3% 4.6% 4.5%

Modeled Capex 145             190             150             130             130             110             100             100             100             

Model ROE 13.9% 13.9% 13.9% 13.9% 13.9% 13.9% 13.9% 13.9% 13.9%

Model Equity Ratio 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%

Peak Load 108,452 110,621 111,728 112,845 113,973 115,113 116,264 117,427 118,601
Peak Load Growth -2.2% 2.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%

METC EPS 1.16 1.04 0.94 1.01 0.87 1.06 1.24 1.40 1.54
Growth -9.8% -10.2% 8.2% -14.4% 21.9% 17.7% 12.1% 10.1%
METC EPS ex Def Revenues 0.63 0.73 0.66 0.73 0.87 1.06 1.24 1.40 1.54
Growth 16.1% -10.1% 11.8% 18.4% 21.9% 17.7% 12.1% 10.1%

Modeled Capex 5                 25 70 100 130 150 120 120 110

Model ROE 13.4% 13.4% 13.4% 13.4% 13.4% 13.4% 13.4% 13.4% 13.4%

Model Equity Ratio 53.8% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%

Peak Load 82,571 83,644 85,317 87,023 88,764 90,539 92,350 94,197 96,081
Peak Load Growth -3.3% 1.3% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

LNT EPS 0.69 0.76 0.86 0.98 1.10 1.21 1.29
Growth 9.6% 13.8% 13.9% 11.8% 9.6% 7.1%

Base Capex 35 50 80 100 100 100 90 80

Model ROE 12.4% 12.4% 12.4% 12.4% 12.4% 12.4% 12.4% 12.4%

Base Equity Ratio 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0% 60.0%

Peak Load 0 0 0 0 0 0 0 0
Peak Load Growth 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Other Costs
Cost Inflation 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Tax Rate 35.0% 35.0% 35.0% 35.0% 35.0% 35.0% 35.0% 35.0%

Source: Company data, Credit Suisse estimates 
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 Exhibit 7: Consolidated Income Statement 
Income Statement 2005 2006 Q107 Q207 Q307 Q407 2007 2008 2009 2010 2011 2012

Network 176.6 212.3 85.8 97.3 119.2 88.9 391.1 513.0 552.8 570.5 626.7 679.0
Other 28.7 16.2 9.0 9.0 10.2 8.9 37.1 44.8 45.3 45.8 46.3 46.9
Total Revenue 205.3 228.5 94.8 106.3 129.4 97.8 428.2 557.8 598.1 616.3 673.0 725.8

O&M 48.3 39.8 18.6 18.9 23.1 23.1 83.7 93.2 95.3 98.4 101.6 105.0
G&A 25.2 37.8 15.6 17.2 19.1 16.8 68.7 77.0 78.9 80.9 82.9 85.0
Other Taxes 14.0 22.9 8.6 8.2 8.6 8.3 33.8 46.8 52.4 58.8 65.8 71.7
Other Taxes / Network 7.9% 10.8% 10.0% 8.4% 7.2% 9.4% 8.6% 9.1% 9.5% 10.3% 10.5% 10.6%

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Operating Expenses 87.5 100.5 42.7 44.3 50.8 48.2 186.1 217.0 226.6 238.1 250.4 261.6

EBITDA 117.8 128.0 52.1 62.0 78.5 49.5 242.1 340.7 371.5 378.2 422.7 464.2

D&A 33.2 41.8 12.9 12.9 12.9 12.9 51.4 72.4 76.6 81.9 87.6 93.6
Non Cash Amort. (METC purchase) 3.5 3.5 3.5 3.5 3.5 13.9 13.9 13.9 13.9 13.9 13.9

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Operating Income 84.6 82.8 35.7 45.7 62.2 33.2 176.8 254.5 281.0 282.4 321.2 356.7

Interest Expense 28.1 35.5 17.9 18.4 18.8 19.1 74.2 109.9 118.5 128.5 140.6 151.5
Interest Rate 5.7% 5.2% 6.0% 6.0% 6.0% 6.0% 6.1%
AFUDC (2.8) (4.0) (0.6) (0.6) (0.6) (0.6) (2.5) (2.5) (2.5) (2.5) (2.5) (2.5)
Loss on Est. of Debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other Expense / (Income) (1.1) (0.2) 0.2 0.1 0.3 (0.2) 0.4 0.4 0.4 0.4 0.4 0.4

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Total Other Expense 24.3 31.2 17.4 17.9 18.5 18.3 72.2 107.8 116.4 126.4 138.5 149.4

EBT 60.3 51.6 18.3 27.8 43.7 14.9 104.7 146.6 164.7 156.1 182.7 207.2

Income Tax 21.3 18.3 7.1 10.4 16.0 5.9 39.3 53.9 60.3 57.2 66.6 75.2
Tax Rate 35.3% 35.4% 38.6% 37.4% 36.5% 39.4% 37.5% 36.8% 36.6% 36.7% 36.4% 36.3%

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Net Income 39.0 33.3 11.2 17.4 27.8 9.0 65.4 92.7 104.4 98.8 116.1 132.1

Non-Recurring Items (4.4) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Reported Net Income 43.4 33.3 11.2 17.4 27.8 9.0 65.4 92.7 104.4 98.8 116.1 132.1

Recurring EPS 1.19 0.93 0.27 0.42 0.67 0.21 1.57 1.99 2.24 2.12 2.49 2.84

EPS ex. non cash Amort. 1.19 0.99 0.33 0.48 0.73 0.26 1.78 2.18 2.43 2.31 2.68 3.03
Growth 22.3% 11.6% -4.9% 16.1% 12.8%

EPS ex. non cash Amort. & Def Revenues 1.28                     1.73                     1.98                     2.31                     2.68                     3.03                     
Growth 35.2% 14.6% 16.5% 16.1% 12.8%

Shares Outstanding 32.7 35.9 41.2 41.2 41.2 43.0 41.6 46.6 46.6 46.6 46.6 46.6
Share Price 30.97 40.30 40.70 41.11 41.52 40.91 43.18 44.91 46.70 48.57 50.52
New Shares Issued 6.8 0.0 0.0 0.0 5.4 5.4 0.0 0.0 0.0 0.0 0.0

Dividends per Share 0.53 1.08 0.27 0.27 0.28 0.28 1.11 1.14 1.17 1.21 1.25 1.28
Dividend Growth 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Payout Ratio 115.9% 70.4% 57.3% 52.4% 57.0% 50.0% 45.3%

EPS
ITC Transmission 0.30 0.43 0.65 0.31 1.69 1.74 1.90 1.88 2.02 2.12
METC 0.25 0.28 0.32 0.19 1.04 0.94 1.01 0.87 1.06 1.24
ITC MidWest 0.69 0.76 0.86 0.98 1.10
Holdco (0.28) (0.29) (0.30) (0.29) (1.16) (1.38) (1.43) (1.49) (1.56) (1.63)

Growth
ITC Transmission 3.3% 8.9% -1.1% 7.5% 5.3%
METC -10.2% 8.2% -14.4% 21.9% 17.7%
ITC MidWest 9.6% 13.8% 13.9% 11.8%
Holdco 19.4% 3.4% 4.1% 5.2% 4.3%

EBITDA ex Def Revenues 118                      96                32                       62              79              50              210                      309                      339                      378                      423                      464                      

Source: Company data, Credit Suisse estimates 
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 Exhibit 8: Consolidated Cash Flow Statement 
Cash Flow Statement 2005 2006 Q107 Q207 Q307 Q407 2007 2008 2009 2010 2011 2012

Net Income 34.7 33.3 11.2 17.4 27.8 9.0 65.4 92.7 104.4 98.8 116.1 132.1
D&A 33.2 41.8 12.9 12.9 12.9 12.9 51.4 72.4 76.6 81.9 87.6 93.6
Amort. Of Def. Financing Fees 1.4 1.3 0.3 0.3 0.3 0.3 1.2 1.2 1.2 1.2 1.2 1.2
Amort. Of Reg. Assets 1.9 3.1 1.3 1.3 1.3 1.3 5.1 5.1 5.1 5.1 5.1 5.1
Amort. Of METC purchase 3.5 3.5 3.5 3.5 3.5 13.9 13.9 13.9 13.9 13.9 13.9
Stock Based Comp Exp. 1.8 3.1 0.6 0.7 0.9 0.9 3.1 3.1 3.1 3.1 3.1 3.1
Def. Income Taxes 17.5 16.8 3.5 5.2 8.0 2.9 19.6 18.9 21.1 20.0 23.3 26.3
AFUDC (2.8) (4.0) (0.6) (0.6) (0.6) (0.6) (2.5) (2.5) (2.5) (2.5) (2.5) (2.5)
Working Capital Changes (24.9) 47.2 (2.5) (2.5) (2.5) (2.5) (10.0) (9.0) (4.4) 1.1 (5.7) (4.9)
Other (1.1) (7.5) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Operating Cash Flow 61.7 138.6 30.1 38.1 51.4 27.6 147.3 195.8 218.5 222.7 242.2 268.0

ITC Capex (118.6) (145.0) (47.5) (47.5) (47.5) (47.5) (190.0) (150.0) (130.0) (130.0) (110.0) (100.0)
METC Capex (5.0) (6.3) (6.3) (6.3) (6.3) (25.0) (70.0) (100.0) (130.0) (150.0) (120.0)
Midwest Capex (50.0) (80.0) (100.0) (100.0) (100.0)
Disposal / (Acquisition) (556.0) (750.0) (750.0)
Other 5.7 (0.6) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Investing Cash Flow (112.9) (706.6) (53.8) (53.8) (53.8) (803.8) (965.0) (270.0) (310.0) (360.0) (360.0) (320.0)

Debt Issuance / Repurchase 32.9 340.5 34.7 26.8 14.0 563.3 638.8 127.3 146.2 193.7 175.9 111.8
Dividends (17.4) (38.0) (11.1) (11.1) (11.7) (12.2) (46.1) (53.1) (54.7) (56.3) (58.0) (59.8)
Stock Issuance / (Repurchase) 46.3 269.9 0.0 0.0 0.0 225.0 225.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 (21.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Financing Cash Flow 61.8 551.5 23.6 15.7 2.3 776.1 817.7 74.2 91.5 137.3 117.8 52.0

Net Change in Cash 10.5 (16.6) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Beginning Cash 24.6 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Ending Cash 8.0 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2

Source: Company data, Credit Suisse estimates 
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 Exhibit 9: Consolidated Balance Sheet 
Balance Sheet 2005 2006 Q107 Q207 Q307 Q407 2007 2008 2009 2010 2011 2012

Cash & Equivalents 24.6 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2 14.2
Restricted Cash 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4
Acc'ts Receivable 19.7 27.5 30.0 32.5 35.0 37.5 37.5 49.2 53.0 54.7 60.1 65.1
Inventory 19.4 33.2 33.2 33.2 33.2 33.2 33.2 43.5 46.9 48.4 53.1 57.6
Other 8.9 31.4 31.4 31.4 31.4 31.4 31.4 31.4 31.4 31.4 31.4 31.4

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Current Assets 72.6 110.6 113.1 115.6 118.1 120.6 120.6 142.6 149.8 153.0 163.2 172.6

Net PPE 603.6 1,081.8 1,119.8 1,157.9 1,195.9 1,984.0 1,984.0 2,170.1 2,392.1 2,658.9 2,919.8 3,134.8

Goodwill 174.3 561.8 561.8 561.8 561.8 561.8 561.8 561.8 561.8 561.8 561.8 561.8
Intangibles 70.0 70.0 70.0 70.0 70.0 70.0 70.0 70.0 70.0 70.0 70.0
Reg. Assets - Acquisition Adj. 52.0 48.1 46.9 45.6 44.3 43.0 43.0 37.9 32.8 27.7 22.6 17.5
Reg. Assets - Other 6.1 71.3 71.3 71.3 71.3 71.3 71.3 71.3 71.3 71.3 71.3 71.3
Other 8.0 30.4 26.8 21.7 13.7 10.7 10.7 (8.1) (29.2) (49.3) (72.6) (98.9)

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Other Assets 240.4 781.6 776.8 770.3 761.0 756.8 756.8 732.9 706.7 681.5 653.1 621.7

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Total Assets 916.6 1,974.0 2,009.7 2,043.8 2,075.1 2,861.4 2,861.4 3,045.6 3,248.6 3,493.4 3,736.1 3,929.1

Acc'ts Payable 27.6 113.9 113.9 113.9 113.9 113.9 113.9 126.9 129.7 134.0 138.4 142.9
Accrued Interest 10.5 9.1 9.1 9.1 9.1 9.1 9.1 9.1 9.1 9.1 9.1 9.1
Current Debt 0.0 15.6 15.6 15.6 15.6 15.6 15.6 15.6 15.6 15.6 15.6 15.6
Other 14.6 20.9 20.9 20.9 20.9 20.9 20.9 20.9 20.9 20.9 20.9 20.9

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Current Liabilities 52.7 159.5 159.5 159.5 159.5 159.5 159.5 172.5 175.3 179.6 184.0 188.6

Pension 5.2 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1
Postretirement 2.3 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4
Deferred Comp. 0.5 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9
Reg. Liability 45.6 66.4 66.4 66.4 66.4 66.4 66.4 66.4 66.4 66.4 66.4 66.4
LT Debt 517.3 1,125.5 1,160.6 1,187.6 1,201.9 1,765.5 1,765.5 1,894.0 2,041.4 2,236.3 2,413.4 2,526.4
Other Debt 0.0 24.3 24.3 24.3 24.3 24.3 24.3 24.3 24.3 24.3 24.3 24.3
Deferred Income Taxes 21.3 56.4 56.4 56.4 56.4 56.4 56.4 56.4 56.4 56.4 56.4 56.4
Other 8.4 19.0 19.0 19.0 19.0 19.0 19.0 19.0 19.0 19.0 19.0 19.0

_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____
Non Current Liabilities 600.7 1,302.1 1,337.1 1,364.2 1,378.5 1,942.1 1,942.1 2,070.6 2,218.0 2,412.9 2,589.9 2,703.0

Equity 263.3 512.3 513.0 520.0 537.0 759.8 759.8 802.5 855.3 900.9 962.2 1,037.6
_____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____ _____

Total Shareholders' Equity & Liab. 916.6 1,974.0 2,009.7 2,043.8 2,075.1 2,861.4 2,861.4 3,045.6 3,248.6 3,493.4 3,736.1 3,929.1

Balance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total Debt 517.3 1,165.4 1,200.5 1,227.6 1,241.8 1,805.4 1,805.4 1,933.9 2,081.3 2,276.2 2,453.3 2,566.3
Net Debt 492.7 1,151.2 1,186.2 1,213.3 1,227.6 1,791.2 1,791.2 1,919.7 2,067.1 2,262.0 2,439.0 2,552.1
BVPS 8.04 14.27 12.47 12.64 13.05 17.69 18.26 17.23 18.37 19.34 20.66 22.28

Debt / Cap 66.3% 69.5% 70.1% 70.2% 69.8% 70.4% 70.4% 70.7% 70.9% 71.6% 71.8% 71.2%
Net Debt / Cap 65.2% 69.2% 69.8% 70.0% 69.6% 70.2% 70.2% 70.5% 70.7% 71.5% 71.7% 71.1%
Net Debt / Equity 187.1% 224.7% 231.2% 233.3% 228.6% 235.7% 235.7% 239.2% 241.7% 251.1% 253.5% 246.0%

FFO 91.9 92.2 32.7 40.5 53.6 29.8 156.7 204.1 222.2 220.9 247.2 272.2
FFO / Debt 17.8% 7.9% 2.7% 3.3% 4.3% 1.7% 8.7% 10.6% 10.7% 9.7% 10.1% 10.6%
FFO / Interest 3.3x 2.6x 1.8x 2.2x 2.8x 1.6x 2.1x 1.9x 1.9x 1.7x 1.8x 1.8x

Source: Company data, Credit Suisse estimates 
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Companies Mentioned  (Price as of 19 Jan 07) 
Alliant Energy Corp. (LNT, $36.70) 
American Electric Power Co., Inc. (AEP, $41.94, OUTPERFORM, TP $43.00, 
UNDERWEIGHT) 
ITC Holdings Corp (ITC, $41.66, OUTPERFORM, TP $46.00, UNDERWEIGHT) 
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I, Dan Eggers, CFA, certify that (1) the views expressed in this report accurately reflect my personal 
views about all of the subject companies and securities and (2) no part of my compensation was, is or 
will be directly or indirectly related to the specific recommendations or views expressed in this report. 

See the Companies Mentioned section for full company names. 
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Closing Price Target Price Initiation/Assumption Rating

USD

   O=Outperform; N=Neutral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered

 

ITC Closing Price Target Price Initiation/ 
Date Price (US$) Price (US$) Rating Assumption 
9/6/05 28.85 30 OUTPERFORM X 
1/6/06 28.53 RESTRICTED  
2/9/06 26.75 OUTPERFORM  
5/12/06 25.34 RESTRICTED  
11/10/06 35.36 40 OUTPERFORM  
 
 

The analyst(s) responsible for preparing this research report received compensation that is based upon 
various factors including Credit Suisse's total revenues, a portion of which are generated by Credit 
Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or 
more, depending on perceived risk) over the next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) 
over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% 
or more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe 
(except with respect to Asia/Pacific, Latin America and Emerging Markets, where stock ratings are 
relative to the relevant country index, and Credit Suisse Small and Mid-Cap Advisor stocks, where 
stock ratings are relative to the regional Credit Suisse Small and Mid-Cap Advisor investment 
universe. 
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**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that 
analysts maintain at least 15% of their rated coverage universe as Underperform. This guideline is 
subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating 
definitions, with a required equity return overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations 
preclude certain types of communications, including an investment recommendation, during the course 
of Credit Suisse's engagement in an investment banking transaction and in certain other circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or 
more in a month in at least 8 of the past 24 months or the analyst expects significant volatility going 
forward. All Credit Suisse Small and Mid-Cap Advisor stocks are automatically rated volatile. All IPO 
stocks are automatically rated volatile within the first 12 months of trading. 
 

Analysts’ coverage universe weightings* are distinct from analysts’ stock 
ratings and are based on the expected performance of an analyst’s coverage 
universe** versus the relevant broad market benchmark***: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 
months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the 
next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 
months. 
*Credit Suisse Small and Mid-Cap Advisor stocks do not have coverage universe weightings. 
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant 
sector. 
***The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 
500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  39% (60% banking clients) 
Neutral/Hold*  43% (56% banking clients) 
Underperform/Sell*  15% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and 
Underperform most closely correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock 
ratings are determined on a relative basis. (Please refer to definitions above.) An investor's decision to buy or sell a security should 
be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments 
with the subject company, the sector or the market that may have a material impact on the research 
views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not 
misleading.  For more detail please refer to Credit Suisse's Policies for Managing Conflicts of Interest in connection 
with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not 
intended or written to be used, and cannot be used, by any taxpayer for the purposes of avoiding any 
penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (ITC) 
Method: We reach our $46 target price on ITC Holdings using a discounted cash flow analysis with a 
5.8% discount rate and 10x terminal EBITDA multiple.  We do not assume any of the large expansion 
projects happen - these opportunities would be additive to our target price.  Our earnings expectations 
are built from known / identified capex projects and longer term growth based on a simple assumption of 
capex at maintenance levels. 
Risks: Risks to our $46 target price on ITC holdings include: (1) FERC's ability to change ITC's rate 
deal, (2) capex spending may not come as quickly as planned, (3) limited liquidity in the name - ITC does 
not offer the liquidity of other names in the electric utility universe. 

See the Companies Mentioned section for full company names. 
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The subject company (ITC) currently is, or was during the 12-month period preceding the date of 
distribution of this report, a client of Credit Suisse. 
Credit Suisse provided investment banking services to the subject company (ITC) within the past 12 
months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, 
to the subject company (ITC) within the past 12 months. 
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Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the 
subject company (ITC) within the past 12 months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-
Voting shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit 
Suisse should be advised that this report may not contain regulatory disclosures the non-affiliated 
Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity 
research, please visit http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities 
securities that are the subject of this report. 

CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading 
opportunities identified by an analyst on the basis of market events and catalysts, while stock ratings 
reflect an analyst's investment recommendations based on expected total return over a 12-month period 
relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different 
assumptions and analytical methods, Trade Alerts may differ directionally from the analyst's stock rating.  
The author(s) of this report maintains a CS Model Portfolio that he/she regularly adjusts. The security or 
securities discussed in this report may be a component of the CS Model Portfolio and subject to such 
adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ from the 
recommendation in this report, as well as opportunities or strategies identified in Trading Alerts 
concerning the same security). The CS Model Portfolio and important disclosures about it are available 
at www.credit-suisse.com/ti. 
For disclosure information on other companies mentioned in this report, please visit the website at 
www.credit-suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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