LOUISIANA UTILITIES RESTORATION CORPORATION

A COMPONENT UNIT OF THE

STATE OF LOUISIANA

I

- o= R
_ §§\.\\ D .._m_.._

FINANCIAL STATEMENT AUDIT
FOR THE YEAR ENDED JUNE 30, 2009

ISSUED FEBRUARY 3, 2010




LEGISLATIVE AUDITOR
1600 NORTH THIRD STREET
PosT OFFICE Box 94397
BATON ROUGE, LOUISIANA 70804-9397

LEGISLATIVE AUDIT ADVISORY COUNCIL
REPRESENTATIVE NOBLE E. ELLINGTON, CHAIRMAN

SENATOR NICHOLAS “NICK” GAUTREAUX
SENATOR WILLIE L. MOUNT
SENATOR EDWIN R. MURRAY

SENATOR BEN W. NEVERS, SR.

SENATOR JOHN R. SMITH
REPRESENTATIVE NEIL C. ABRAMSON
REPRESENTATIVE CHARLES E. “CHUCK” KLECKLEY
REPRESENTATIVE ANTHONY V. LIGI, JR.
REPRESENTATIVE CEDRIC RICHMOND

TEMPORARY LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA

DIRECTOR OF FINANCIAL AUDIT
PAUL E. PENDAS, CPA

Under the provisions of state law, this report is a public document. A copy of this report has been
submitted to the Governor, to the Attorney General, and to other public officials as required by
state law. A copy of this report has been made available for public inspection at the Baton Rouge
office of the Legislative Auditor.

This document is produced by the Legislative Auditor, State of Louisiana, Post Office Box 94397,
Baton Rouge, Louisiana 70804-9397 in accordance with Louisiana Revised Statute 24:513. Five
copies of this public document were produced at an approximate cost of $16.35. This material
was produced in accordance with the standards for state agencies established pursuant to R.S.
43:31. This report is available on the Legislative Auditor’s Web site at www.lla.la.gov. When
contacting the office, you may refer to Agency ID No. 10199 or Report ID No. 80090106 for
additional information.

In compliance with the Americans With Disabilities Act, if you need special assistance relative to
this document, or any documents of the Legislative Auditor, please contact Wayne “Skip” Irwin,
Administration Manager, at 225-339-3800.



Independent Auditor's REPOI .........ooveiieiiiiiiie e

Management’s Discussion and ANalysis .........ccccovcevivevveresieenesieennnns

Basic Financial Statements:

StAteMENt OF NET ASSEIS. ...eeiee e e e e

Statement of Revenues, Expenses, and Changes in Net Assets

Statement 0f Cash FIOWS .......ooooooeeeeeeeeeee e

Notes to the Financial Statements .........oeeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeen

Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an
Audit of the Basic Financial Statements Performed in

Accordance With Government Auditing Standards ..............cc......

TABLE OF CONTENTS

Page
............................................. 3
............................................. 5

Statement
..................... A9
..................... Bl 11
..................... Coiieenn 13
........................................... 15

Exhibit
..................... A



LoOUISIANA UTILITIES RESTORATION CORPORATION




LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA

January 14, 2010

Independent Auditor's Report

LOUISIANA UTILITIES RESTORATION CORPORATION
STATE OF LOUISIANA
Baton Rouge, Louisiana

We have audited the accompanying financial statements of the major enterprise funds of the
Louisiana Utilities Restoration Corporation, a component unit of the State of Louisiana, as of and
for the year ended June 30, 2009, which collectively comprise the Corporation’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the Louisiana Utilities Restoration Corporation’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Louisiana Utilities Restoration Corporation’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the major enterprise funds of the Louisiana Utilities
Restoration Corporation as of June 30, 2009, and the respective changes in financial position and
cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
January 14, 2010, on our consideration of the Louisiana Utilities Restoration Corporation’s
internal control over financial reporting and on our tests of its compliance with certain provisions
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of laws, regulations, contracts, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Management’s discussion and analysis on pages 5 through 7 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion

on it.
Respectfully submitt
M W}C—-—

Daryl G. Purpera, CPA
Temporary Legislative Auditor
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the financial report of the Louisiana Utilities Restoration Corporation (the
Corporation) for the fiscal year from July 1, 2008, through June 30, 2009, represents
management’s analysis of the Corporation’s financial performance during the year then ended.
This should be read in conjunction with the financial statements and the corresponding note
disclosures of the Corporation, which follows this section.

The Management’s Discussion and Analysis is an element of the new reporting model adopted
by the Governmental Accounting Standards Board (GASB) in its Statement No. 34 issued in
June 1999.

FINANCIAL HIGHLIGHTS

During the fiscal year ending June 30, 2009, the main financial activities of the Corporation are
as follows:

. The Corporation issued System Restoration Bonds of $687,700,000 for a non-
shareholder capital contribution to Entergy Louisiana, LLC (ELL).

. The Corporation issued System Restoration Bonds of $278,400,000 for a non-
shareholder capital contribution to Entergy Gulf States Louisiana, L.L.C. (EGSL).

. The Corporation collected $70,251,965 in system restoration charges from ELL
and $29,066,818 in system restoration charges from EGSL.

OVERVIEW OF THE FINANCIAL STATEMENTS

These financial statements consist of two basic sections - Management’s Discussion and
Analysis (this section) and the basic financial statements (including the notes to the financial
statements).

Basic Financial Statements

The basic financial statements present information for the Corporation as a whole, in a format
designed to make the statements easier for the reader to understand. The statements in this
section include the Statement of Net Assets; the Statement of Revenues, Expenses, and Changes
in Net Assets; and the Statement of Cash Flows.

The Statement of Net Assets (page 9) presents the current and long-term portions of assets and
liabilities separately. The difference between total assets and total liabilities is net assets and
may provide a useful indicator of the financial position of the Louisiana Utilities Restoration
Corporation.

The Statement of Revenues, Expenses, and Changes in Net Assets (page 11) presents information
showing how Louisiana Utilities Restoration Corporation’s assets changed as a result of current
year operations. Regardless of when cash is affected, all changes in net assets are reported when



LoOUISIANA UTILITIES RESTORATION CORPORATION

the underlying transactions occur. As a result, there are transactions included that will not affect
cash until future fiscal periods.

The Statement of Cash Flows (page 13) presents information showing how Louisiana Utilities
Restoration Corporation’s cash changed as a result of current year operations. The cash flow
statement is prepared using the direct method and includes the reconciliation of operating loss to
net cash provided (used) by operating activities (indirect method) as required by GASB 34.

The condensed Statement of Net Assets as of June 30, 2009, is as follows:

Statement of Net Assets
As of June 30, 2009

Current assets $119,083,007
Noncurrent assets 5,816,278
Total assets 124,899,285
Current liabilities 143,776,821
Noncurrent liabilities 871,520,675
Total liabilities 1,015,297,496
Total net assets (deficit) - unrestricted ($890,398,211)

Since liabilities payable from restricted assets exceed restricted assets, the Corporation is
reporting a deficit in net assets, which is required to be presented as unrestricted. Restricted net
assets represent those assets that are not available for spending as a result of bond agreements.

The condensed Statement of Revenues, Expenses, and Changes in Net Assets for the year ended
June 30, 2009, is as follows:

Statement of Revenues, Expenses, and Changes in Net Assets
For the Fiscal Year Ended June 30, 2009

Operating revenues - system restoration charges (net) $113,484,337
Nonoperating revenues - interest income 470,094

Total revenues 113,954,431
Operating expenses 954,480,588
Nonoperating expenses - interest expense 49,872,054

Total expenses 1,004,352,642
Change in net assets ($890,398,211)




MANAGEMENT’S DISCUSSION AND ANALYSIS

Contacting the Management of the
Louisiana Utilities Restoration Corporation

This financial report is designed to provide a general overview of the Corporation’s finances and
to demonstrate the Corporation’s accountability for the funds it receives. If you have any
questions about this report or need additional information, please contact the Registered Agent
for the Corporation as follows:

Mr. David Guerry

Long Law Firm

One United Plaza, Suite 500
4041 Essen Lane

Baton Rouge, Louisiana 70809
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LOUISIANA UTILITIES RESTORATION CORPORATION

STATE OF LOUISIANA

PROPRIETARY FUND - ENTERPRISE FUNDS

Statement of Net Assets, June 30, 2009

ASSETS

Current assets - restricted:
Cash equivalents (note 2)
Receivables, net (note 3)
Accrued interest receivable

Total current assets

Noncurrent assets - restricted -

bond issuance costs, net
Total Assets

LIABILITIES
Current liabilities - restricted:
Accounts payable
Accrued interest payable
Bonds payable, net (note 4)
Total current liabilities
Noncurrent liabilities - restricted -
bonds payable, net (note 4)
Total Liabilities

NET ASSETS (Deficit) - Unrestricted

Statement A

ELL EGSL
PROGRAM PROGRAM TOTAL
$74,190,915 $30,685,712 $104,876,627
9,854,764 4,310,790 14,165,554
28,906 11,920 40,826
84,074,585 35,008,422 119,083,007
3,097,710 1,818,568 5,816,278
88,072,295 36,826,990 124,899,285
382,585 333,979 716,564
35,271,048 13,634,671 48,906,619
66,067,500 28,086,138 94,153,638
101,722,033 42,054,788 143,776,821
621,322,227 250,198,448 871,520,675
723,044,260 292,253,236 1,015,297,496
($634,971,965) ($255,426,246) ($890,398,211)

The accompanying notes are an integral part of this statement.

-9-
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STATE OF LOUISIANA

PROPRIETARY FUND - ENTERPRISE FUNDS

Statement of Revenues, Expenses,
and Changes in Net Assets

For the Fiscal Year Ended June 30, 2009

OPERATING REVENUES
System restoration charges
Less uncollectible accounts
System restoration charges, net (note 5)

OPERATING EXPENSES
Non-shareholder capital contributions (note 6)

Professional services
Total operating expenses

OPERATING LOSS
NONOPERATING REVENUES (Expenses)
Interest income
Interest expense
Net nonoperating expenses
CHANGE IN NET ASSETS
NET ASSETS AT BEGINNING OF YEAR

TOTAL NET ASSETS (Deficit) AT END OF YEAR

The accompanying notes are an integral part of this statement.
-11 -

Statement B

ELL EGSL
PROGRAM PROGRAM TOTAL
$80,183,200 $33,402,756 $113,585,956
(76,471) (25,148) (101,619)
80,106,729 33,377,608 113,484,337
679,101,185 274,662,839 953,764,024
382,585 333,979 716,564
679,483,770 274,996,818 954,480,588
(599,377,041) (241,619,210) (840,996,251)
358,182 111,912 470,094
(35,953,106) (13,918,948) (49,872,054)
(35,594,924) (13,807,036) (49,401,960)
(634,971,965) (255,426,246) (890,398,211)
NONE NONE NONE
($634,971,965) ($255,426,246) ($890,398,211)
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STATE OF LOUISIANA

PROPRIETARY FUND - ENTERPRISE FUNDS

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
System restoration charges received
Non-shareholder capital contributions
Net cash used by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Proceeds from sale of bonds
Bond issuance costs
Net cash provided by noncapital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest and dividends received
Net cash provided by investing activities

NET INCREASE IN CASH EQUIVALENTS
CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET
CASH USED BY OPERATING ACTIVITIES:
Operating loss
Adjustments to reconcile operating loss to

net cash used by operating activities:
Uncollectible accounts
Changes in assets and liabilities:
(Increase) in receivables
Increase in accounts payable

Net cash used by operating activities

NONCASH FINANCING ACTIVITIES

Statement C

ELL EGSL
PROGRAM PROGRAM TOTAL
$70,251,965 $29,066,818 $99,318,783
(679,101,185) (274,662,839) (953,764,024)
(608,849,220) (245,596,021) (854,445 241)
684,596,451 277,153,058 961,749,509
(1,885,592) (971,317) (2,856,909)
682,710,859 276,181,741 958,892,600
329,276 99,992 429,268
329,276 99,992 429,268
74,190,915 30,685,712 104,876,627
NONE NONE NONE
$74,190,915 $30,685,712 $104,876,627
($599,377,041) ($241,619,210) ($840,996,251)
76,471 25,148 101,619
(9,931,235) (4,335,938) (14,267,173)
382,585 333,979 716,564
($608,849,220) ($245,596,021) ($854,445,241)

Bond issuance costs (underwriters' discount) of $2,750,800 and $1,113,600 were deducted from the bond proceeds of the 2008
Series ELL Program Bonds and the 2008 Series EGSL Program Bonds, respectively. These costs were capitalized and will be

amortized over the debt repayment period.

The accompanying notes are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS

INTRODUCTION

The Louisiana Utilities Restoration Corporation (Corporation) was created by Act 55 of the 2007
Regular Session of the Louisiana Legislature codified under the provisions of Louisiana Revised
Statutes (R.S.) 45:1311 through 1328. The Corporation is a nonprofit, special-purpose public
entity that is an instrumentality of the State of Louisiana.

In August and September 2005, Entergy Louisiana, Inc. (“ELI”, also referred to as “ELL” for
Entergy Louisiana, LLC, the Successor to ELI) and Entergy Gulf States Louisiana, L.L.C.
(“EGSL") sustained unprecedented damages from the effects of hurricanes Katrina and Rita.
ELL and EGSL have previously funded and paid for the majority of the system restoration costs
using internally generated funds, borrowings from the Entergy Money Pool, and proceeds of debt
issuances. The economic burden incurred by ELL and EGSL due to the damages and related
system restoration costs incurred, combined with the necessity to maintain a reliable and
reasonably priced source of electricity to the residents and businesses of the State of Louisiana,
prompted the Louisiana Legislature to develop a new financing structure for utility companies
that would offer other sources of capital at a lower cost to those entities. This new structure is
based upon the formation of the Corporation, which can create financing through the issuance of
system restoration bonds. The proceeds of these bonds would serve as the mechanism by which
non-shareholder capital contributions are paid by the Corporation to a utility company in an
amount that would adequately satisfy the following expenditures: (1) system restoration costs
previously incurred for damages; (2) the establishment of a storm damage reserve account for
each entity that would be used to fund system restoration costs in the events of future damages
due to hurricanes and other storms; and (3) bond issuance costs.

To create the new financing structure, ELL and EGSL, each in conjunction with the Corporation,
were required to submit a separate Financing Order to the Louisiana Public Service Commission
(LPSC) for approval. The Financing Orders are filed for the following purposes: (1) to authorize
the Corporation to finance the non-shareholder contributions through the issuance of system
restoration bonds by the Louisiana Public Facilities Authority (LPFA); (2) to approve the
financing structure; (3) to approve the issuance of the system restoration bonds; (4) to create
system restoration property solely in favor of the Corporation, including the rights to impose and
collect system restoration charges; and (5) to approve a tariff to implement system restoration
charges on behalf of the Corporation. The LPSC granted such approval of each submitted
Financing Order on April 16, 2008. The funds for the non-shareholder capital contributions to
ELL were obtained through the issuance of $687,700,000 of Series 2008 System Restoration
Bonds, dated July 29, 2008, (the 2008-ELL Program) in three tranches. The funds for the non-
shareholder capital contributions to EGSL were obtained through the issuance of $278,400,000
of Series 2008 System Restoration Bonds, dated August 26, 2008, (the 2008-EGSL Program) in
three tranches. See note 4 for more information on these obligations.

To generate funds to meet the principal and interest obligations on the system restoration bonds,
the customers of ELL and EGSL are assessed a system restoration charge. ELL and EGSL, as
contracted servicers, collect the charges from each customer, which are billed to customers as
part of its standard monthly invoices, on behalf of the Corporation. ELL and EGSL then remit
the collected system restoration charges into an account maintained by the trustee for the benefit

- 15 -



LoOUISIANA UTILITIES RESTORATION CORPORATION

of the Corporation. These fees, and the corresponding rights to these fees, are considered system
restoration property and serve as collateral for the bonds. In the event that system restoration
charges remitted by ELL and EGSL are not sufficient to meet principal and interest obligations,
the Corporation can withdraw funds from a Debt Service Reserve Subaccount (DSRS)
established for each utility company, which is created by a portion of the monies from the
corresponding bond issuances. The DSRS will be replenished to the required balance as
established in the corresponding Financing Order with system restoration charges collected
subsequent to the withdrawal of funds. On a semiannual basis, system restoration charges are
reviewed by the Corporation to determine if the charges are at a sufficient level to meet bond
principal and interest obligations along with other necessary expenses of the Corporation. Any
adjustments to the charges to customers are made as a result of each review.

Pursuant to Act 55, the Corporation has the following powers and may be involved in the
following activities: (1) enter into the bond issuance agreement and corresponding transactions
involving the collection of and the remittance of system restoration charges as prescribed in the
LPSC-approved Financing Order; (2) employ individuals as deemed necessary to perform the
duties of the Corporation; (3) acquire, sell, pledge, or transfer system restoration property;
(4) borrow monies from an issuer of system restoration bonds as needed to meet the
requirements of the Financing Order; (5) sue or be sued in the name of the Corporation;
(6) negotiate and enter into contracts as deemed necessary; (7) engage in activities that are
permitted of nonprofit organizations in the State of Louisiana as long as those activities are not
prohibited by the Financing Order; (8) maintain separate accounts and records corresponding to
each utility company for which the Corporation receives system restoration charges; (9) prepare
an annual operating budget and submit to LPSC for approval; and (10) perform any other acts as
deemed necessary to carry out the requirements of the Financing Order.

The Corporation is governed by a seven-member board of directors comprised of the following:
(1) two representatives appointed by the governor who have a background and expertise in
financial affairs and will serve at the pleasure of the governor; (2) the Treasurer of the State of
Louisiana, or an employee of the Department of the Treasury of Louisiana, as his designee;
(3) chairperson of the House Committee on Commerce, or a member of that committee as
designated by the chairperson; (4) chairperson of the Senate Committee on Commerce, or a
member of that committee as designated by the chairperson; (5) the secretary of the LPSC, or an
employee of the LPSC as his designee; and (6) the president of the City Council of the City of
New Orleans, or a designee of the president who shall have a background and expertise in
financial affairs. With the exception of elected officials, members of the board shall be
confirmed by the Senate.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION
The Corporation’s financial statements are prepared in accordance with accounting

principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is responsible for establishing

-16 -



NOTES TO THE FINANCIAL STATEMENTS

GAAP for state and local governments through its pronouncements (statements and
interpretations).  The Corporation applies the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989, (when
applicable) unless those pronouncements conflict with or contradict GASB
pronouncements. The Corporation has elected to not apply FASB pronouncements
issued after that date.

B. REPORTING ENTITY

Using the criteria in GASB Codification Section 2100, the Division of Administration,
Office of Statewide Reporting and Accounting Policy, has defined the governmental
reporting entity to be the State of Louisiana. The Corporation is considered a discretely
presented component unit of the State of Louisiana because the state exercises oversight
responsibility and has accountability for fiscal matters as follows: (1) the Corporation is
created as a public corporation and instrumentality of the State of Louisiana and has
corporate powers; (2) a majority of the members of the board of directors are either
appointed by the governor or are primary government officials; (3) the annual operating
budget must be approved by the LPSC, which is part of the primary government; and
(4) the primary government has the ability to impose its will on the Corporation, as
defined in GASB Statement No. 14. Annually, the State of Louisiana issues a
comprehensive annual financial report, which includes the activity contained in the
accompanying basic financial statements. Those basic financial statements are audited by
the Louisiana Legislative Auditor.

C. BASIS OF ACCOUNTING

For financial reporting purposes, the Corporation is considered a special-purpose
government engaged only in business type activities (enterprise fund). Accordingly, the
financial statements have been presented using the economic resources measurement
focus and the accrual basis of accounting in accordance with generally accepted
accounting principles. Under the accrual basis, revenues are recognized when they are
earned, and expenses are recognized when a liability has been incurred, regardless of the
timing of the related cash flows. The Corporation reports the following major proprietary
funds:

. ELL Program - accounts for all activities related to the system restoration
property and system restoration charges of Entergy Louisiana, LLC.

. EGSL Program - accounts for all activities related to the system
restoration property and system restoration charges of Entergy Gulf States
Louisiana, L.L.C.

-17 -
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D. CASH EQUIVALENTS

Cash equivalents consist of money market funds held by a Trustee bank. For the purpose
of the Statement of Cash Flows and Statement of Net Assets presentation, all highly-
liquid investments (including restricted cash equivalents) with a maturity of three months
or less when purchased are considered to be cash equivalents.

E. INVESTMENTS

The requirements of state law are not applicable to the investments held by the
Corporation. However, the official bond documents, authorizes the Trustee to invest in
direct obligations of the United States of America; demand deposits, time deposits,
certificate of deposit or bankers’ acceptances of an eligible banking institution;
commercial paper with the highest available credit rating; investments in money market
mutual funds with the highest available credit ratings; certain repurchase obligations; and
any other investment permitted by each of the rating agencies.

F. REVENUES AND EXPENSES

The Corporation has classified its revenues and expenses as either operating or
nonoperating according to the following criteria:

. Operating revenue includes system restoration charges that are billed to
utility customers.

. Nonoperating revenue includes interest income.

. Operating expenses generally include costs associated with collection of
system restoration charges, costs of administering the Corporation, and
non-shareholder capital contributions.

. Nonoperating expenses include interest paid on debt and amortization of
bond issuance costs and discounts.

G. RESTRICTED ASSETS AND LIABILITIES

Restricted assets represent resources set aside for the purpose of funding debt service
payments in accordance with the Financing Order approved by the LPSC. Restricted
liabilities are those liabilities payable from restricted assets. All of the assets and
liabilities of the Corporation are restricted either by state law or bond indenture.

H. RECEIVABLES AND ALLOWANCE FOR DOUBTFUL ACCOUNTS
Receivables represent the balance of system restoration charges that have been invoiced

by each utility company to its respective customers but that have not been received by the
Corporation from each utility company. The Corporation carries this receivable balance
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NOTES TO THE FINANCIAL STATEMENTS

at cost less an allowance for doubtful accounts. The allowance for doubtful accounts is
based on historical trends of collections of each utility company.

. LONG-TERM OBLIGATIONS

Bonds payable are reported net of the unamortized portion of the bond discount. Bond
discounts and issuance costs are deferred and expensed over the life of the bonds using
the straight-line method. Generally accepted accounting principles require that the
interest rate method of deferral should be used to expense bond discounts over the life of
the bonds. However, the effect of using the straight-line method is not materially
different from the results that would have been obtained had the interest rate method been
followed.

J. INCOME TAXES

Act 55 of the 2007 Regular Session of the Louisiana Legislature stipulates that the
activities of the Corporation are not subject to Louisiana income tax and to Louisiana
franchise tax. Because its income is derived from the exercise of an essential
governmental function and will accrue to a state or political subdivision thereof, such
income is excludable from federal income tax under Section 115(1) of the Internal
Revenue Code.

K. NET ASSETS

Net assets comprise the various net earnings from revenues and expenses. Net assets
generally are classified in the following components:

. Restricted net assets consist of net assets subject to external constraints
placed on the use of net assets by creditors, grantors, contributors, or laws
or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

. Unrestricted net assets consist of all other net assets that are not included
in restricted net assets.

When both restricted and unrestricted resources are available for use, it is the
Corporation’s policy to use restricted resources first, then unrestricted resources as they
are needed.

L. USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the required amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenditures during the reporting period. Actual results could
differ from those estimates.

-19 -



LoOUISIANA UTILITIES RESTORATION CORPORATION

2. INVESTMENTS

At June 30, 2009, the Corporation’s investments totaling $104,876,627 consist of eight separate
accounts held by the Trustee, Bank of New York Mellon. All of the Corporation’s investments
are reported as cash equivalents on Statement A. Each of the accounts held by the Trustee
invests in the Dreyfus Institutional Cash Advantage Fund, which is a money market mutual fund
rated “AAAmM” by the Standard & Poor’s Investor Services.

The total debt reserve balance of $4,895,682 is held in separate accounts to satisfy the Debt
Service Reserve Requirements provided for by the bond indentures. The 2008-ELL and 2008-
EGSL bond series reserve requirements are $3,438,500 and $1,392,000, respectively. The
Corporation met its reserve balance requirements at June 30, 2009.

Credit Risk is defined as the risk that an issuer or other counterparty to an investment transaction
will not fulfill its obligations. The Corporation does not have a formal credit risk policy.
However, in practice, credit risk is minimized by investing in a money market mutual fund with
approximately 95% of the underlying investments having the highest credit ratings and the
remaining 5% having the second highest credit ratings.

3. SYSTEM RESTORATION CHARGES RECEIVABLE

The utility companies collect funds from their respective customers through system restoration
charges, and then remit those funds to the Corporation, which uses those funds to meet principal
and interest obligations on bonds payable, bond issuance costs, and ongoing financing costs.
During the fiscal year ended June 30, 2009, the Corporation received a total of $70,251,965 and
$29,066,818 from ELL and EGSL, respectively, which are included with system restoration
charges reported on Statement B. As reflected on Statement A, the system restoration charges
receivable of the Corporation as of June 30, 2009, are as follows:

ELL EGSL Total
System restoration charges receivable $9,931,235 $4,335,938 $14,267,173
Allowance for doubtful accounts (76,471) (25,148) (101,619)
Total $9,854,764 $4,310,790 $14,165,554

4. LONG-TERM LIABILITIES

The Series 2008 System Restoration Bonds were issued to finance the non-shareholder capital
contributions to ELL and EGSL in consideration of expenditures made by the two corporations
to repair the damages sustained as a result of hurricanes Katrina and Rita, as outlined in note 1.
The bonds are secured by the system restoration property as disclosed in the Financing Order,
which consists of the rights to system restoration charges that ELL and EGSL invoices to its
customers, then remits all charges collected to the Corporation.
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Long-term obligations as of June 30, 2009, consist of the following:

Amounts
Balance Balance Due Within
June 30, 2008 Additions Reductions  June 30, 2009 One Year

Bonds Payable:

Series 2008-ELL Program $687,700,000 $687,700,000 $66,113,838
Series 2008-EGSL Program 278,400,000 278,400,000 28,107,651
Total bonds payable NONE 966,100,000 NONE 966,100,000 94,221,489
Less - discount on bonds
Series 2008-ELL Program (352,749) $42,476 (310,273) (46,338)
Series 2008-EGSL Program (133,342) 17,928 (115,414) (21,513)
Total discount on bonds NONE (486,091) 60,404 (425,687) (67,851)
Total bonds payable, net NONE  $965,613,909 $60,404 $965,674,313  $94,153,638

Detailed summaries, by projects and tranches, of all bonded debt outstanding at June 30, 2009,
are as follows:

Final Final
Original Outstanding Issuecd OQutstanding Payment Maturity Interest
Date of Issue Issue June 30, 2008 (Redeemed) June 30, 2009 Dates Dates Rates
Entergy Louisiana, LLC
Series 2008:
Tranche A-1 July 29, 2008 $160,000,000 $160,000,000 $160,000,000 Feb. 1, 2012 Feb. 1, 2014 4.50%
Tranche A-2 July 29, 2008 367,000,000 367,000,000 367,000,000 Feb. 1, 2017 Feb. 1, 2019 5.75%
Tranche A-3 July 29, 2008 160,700,000 160,700,000 160,700,000 Aug. 1, 2018 Aug. 1, 2020 6.20%
Entergy Gulf States Louisiana, L.L.C.
Series 2008:
Tranche A-1 Aug. 26, 2008 103,000,000 103,000,000 103,000,000 Feb. 1, 2013 Feb. 1, 2015 4.95%
Tranche A-2 Aug. 26, 2008 90,000,000 90,000,000 90,000,000 Aug. 1, 2016 Aug. 1, 2018 5.88%
Tranche A-3 Aug. 26, 2008 85,400,000 85,400,000 85,400,000 Aug.1, 2018 Aug.1, 2020 6.55%
Total $966,100,000 966,100,000 966,100,000
Net original (discounts) (486,091) (486,091)
Net accumulated amortization of discounts 60,404 60,404
Bonds payable, net NONE $965,674,313 $965,674,313

-21 -



LoOUISIANA UTILITIES RESTORATION CORPORATION

Debt service requirements, including interest to maturity, are as follows:

Series 2008-ELL Program Series 2008-EGSL Program Total

Fiscal Year Ending June 30 Principal Interest* Principal Interest* Principal Interest*
2010 $66,113,838 $56,780,763 $28,107,651 $22,486,707 $94,221,489 $79,267,470
2011 64,569,800 34,642,601 24,294,778 14,329,415 88,864,578 48,972,016
2012 58,781,561 31,822,664 24,933,301 13,119,354 83,714,862 44,942,018
2013 67,682,848 28,513,413 26,635,474 11,863,151 94,318,322 40,376,564
2014 67,733,092 24,630,271 27,743,070 10,466,227 95,476,162 35,096,498
2015-2019 362,818,861 56,862,075 146,685,726 24,468,142 509,504,587 81,330,217

Total 687,700,000 $233,251,787 278,400,000 $96,732,996 966,100,000 $329,984,783

Less - unamortized discount (310,273) (115,414) (425,687)

Total, net of

unamortized discount $687,389,727 $278,284,586 $965,674,313

*Interest payments are due semiannually on August 1 and February 1, commencing on August 1, 2009.

On each payment date, principal will paid in accordance with the above expected payment
schedule, but only to the extent that funds are available. The schedule sets forth the expected
payments from the issuance date to the scheduled final payment date. However, the bonds will
not be in default if principal is not paid as specified in the schedule unless the principal of any
tranche is not paid in full on or before the final maturity date of that tranche.

S. PLEDGED REVENUES

All bonds in note 4 are secured by the pledge of system restoration property, which consists of
(1) all rights and interests to receive system restoration charges invoiced and collected by both
ELL and EGSL as authorized in each respective Financing Order and (2) all collections, claims,
rights to payments, and payments arising from the rights and interests to receive system
restoration charges, specifically limited to those charges prescribed in the Financing Order
outlined in Louisiana Public Service Commission Docket No. U-29203. This system restoration
property represents the collateral for the system restoration bonds issued by the Corporation.
The minimum estimated amount of the pledged revenues over the 10-year repayment period of
all system restoration bonds is $1,296,084,783, which represents all principal and interest
obligations on the bonds. For the fiscal year ended June 30, 2009, the pledged revenues
recognized were $113,484,337 and the principal and interest requirements for the debt
collateralized by those revenues were $49,872,054.

6. SYSTEM RESTORATION CONTRIBUTIONS

During the fiscal year ended June 30, 2009, the Corporation transferred a total of $953,764,024
in system restoration contributions, as shown on Statement B, to ELL and EGSL in accordance
with the requirements of the Financing Order as a non-shareholder capital contribution. This
amount includes both system restoration costs and the establishment of a Storm Damage Reserve
Escrow account to fund any additional restoration costs that may be incurred.
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ELL EGSL Total
System restoration costs $527,101,185 $187,662,839 $714,764,024
Storm damage reserve escrow 152,000,000 87,000,000 239,000,000
Total system restoration contributions $679,101,185 $274,662,839 $953,764,024

The system restoration contributions above are the only such contributions that will be made as a
result of the Financing Order. In future years, the recognition of system restoration charges will
create revenue for the Corporation and, accordingly, will decrease the deficit in net assets.
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EXHIBIT A

OTHER REPORT REQUIRED BY
GOVERNMENT AUDITING STANDARDS

The following pages contain a report on internal control over financial reporting and on
compliance with laws, regulations, and other matters as required by Government Auditing
Standards, issued by the Comptroller General of the United States. This report is based solely on
the audit of the financial statements and includes, where appropriate, any significant deficiencies
and/or material weaknesses in internal control or compliance and other matters that would be
material to the presented financial statements.
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LOUISIANA LEGISLATIVE AUDITOR
DARYL G. PURPERA, CPA

January 14, 2010
Report on Internal Control Over Financial Reporting and on

Compliance and Other Matters Based on an Audit of the Basic Financial Statements
Performed in Accordance With Government Auditing Standards

LOUISIANA UTILITIES RESTORATION CORPORATION
STATE OF LOUISIANA
Baton Rouge, Louisiana

We have audited the basic financial statements of the Louisiana Utilities Restoration Corporation
(Corporation), a component unit of the State of Louisiana, as of and for the year ended June 30,
2009, and have issued our report thereon dated January 14, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Corporation’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Corporation’s internal control over financial
reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the Corporation’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the
Corporation’s financial statements that is more than inconsequential will not be prevented or
detected by the Corporation’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Corporation’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses as defined previously.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Corporation’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, and contracts, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Corporation, its board of
directors, and the Louisiana Legislature and is not intended to be, and should not be, used by
anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

Respectfully submitt
M Wﬂ-—-—

Daryl G. Purpera, CPA
Temporary Legislative Auditor
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