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Preliminary Ratings

Tranches Preliminary rating Preliminary amount (mil. $) Expected final maturity Legal final maturity

A-1 AAA (sf) 450.000 June 1, 2029 June 1, 2031

A-2 AAA (sf) 392.000 June 1, 2033 June 1, 2035

A-3 AAA (sf) 649.485 Dec. 1, 2037 Dec. 1, 2039

Note: This presale report is based on information as of March 14, 2023. The ratings shown are preliminary. This report does not constitute a
recommendation to buy, hold, or sell securities. Subsequent information may result in the assignment of final ratings that differ from the
preliminary ratings.

Profile

Expected closing date March 29, 2023.

Collateral System restoration property.

Issuing entity Louisiana Local Government Environmental Facilities and Community Development Authority.

Borrower Louisiana Utilities Restoration Corp.

Servicer Entergy Louisiana LLC.

Trustee U.S. Bank Trust Co. N.A.

Underwriter J.P. Morgan Securities LLC.

Payment dates Payments are made semiannually beginning in December 2023.

Rationale

The preliminary ratings assigned to Louisiana Local Government Environmental Facilities and
Community Development Authority's sequential-pay fixed-rate system restoration bonds
(Louisiana Utilities Restoration Corp. Project/ELL) series 2023 reflect:
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- The transaction's structure and the issuing entity's irrevocable right, title, and interest in and to
all revenues, collections, claims, and payments;

- Money or proceeds related to the system restoration charges;

- All rights to obtain periodic adjustments to the system restoration charges from Entergy
Louisiana LLC's (ELL's) retail electric customers, based on the financing order and servicing
agreement; and

- Our view of each tranche's ability to withstand our cash flow stress scenarios and the
transaction's debt service reserve subaccount, which functions as a reserve account to cover
potential shortfalls. The transaction also benefits from additional credit strength due to the
length of time between each tranche's expected and legal final maturity dates, which we
accounted for in our analysis.

ELL (the servicer) is an indirect, majority-owned subsidiary of Entergy Corp., a public utility holding
company based in New Orleans. ELL is an integrated energy company engaged primarily in electric
power production and retail distribution operations. As of June 30, 2022, through its retail electric
service, ELL served approximately 1,104,780 customers. The retail electric customer base
includes a mix of residential, commercial, governmental, and industrial customers. The system
restoration charge is only applied to retail electric customers.

Louisiana Utilities Restoration Corp. (LURC; the borrower) is a non-profit public corporation and
instrumentality of the state and has a legal existence separate and distinct from the state. The
formation of the borrower was authorized for the purpose of serving as an alternative financing
mechanism available to the Louisiana Public Service Commission (LPSC) to attract low-cost
capital to finance utility restoration and capital contributions to financially strengthen and
stabilize utilities. Any future additional securitization incurred by LURC will require a rating
maintenance of the then-outstanding bonds.

The Louisiana Local Government Environmental Facilities and Community Development Authority
(LCDA; the issuer) is a political subdivision of the state of Louisiana. LCDA was organized to
provide political subdivisions within Louisiana with an instrumentality that has the authority to
provide economic development, infrastructure, and environmental facilities; to assist political
subdivisions in constructing, extending, rehabilitating, repairing and renewing infrastructure and
environmental facilities; and to assist in the financing of such needs by a political subdivision of
the state. The system restoration bonds will be issued according to a financing order and secured
by the system restoration property (see the Financing Act and Financing Order section).

The nonbypassable system restoration charges are adjusted periodically, based on updated
assumptions to various factors such as energy usage and charge-off rates, to ensure collections
are sufficient to make all payments, including debt service costs and ongoing financing costs, due
on the payment dates.

Environmental, Social, And Governance (ESG) Factors

Our rating analysis considered the transaction's potential exposure to ESG credit factors.

Under environmental credit factors, we consider electric utilities' sensitivity to destructive events
such as wildfires, hurricanes, and storms. More recently, because of climate change, these
destructive events are occurring on a more regular basis, raising the credit risk for the industry.
We also consider the company's exposure to natural gas and nuclear generation. We believe ELL is
susceptible to severe storms and hurricane risks due to its low-lying service territory along the
Gulf Coast. The company's relatively limited size and diversity to help absorb the effect of such
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storms pose significant risks. The "true-up" mechanism mitigates the risk of undercollections due
to an adverse weather event caused by climate change.

We believe social credit factors for the stranded-cost securitization sector can be significant due
to the regulated utility networks' importance to local communities and the corresponding
regulatory focus on service quality, reliability, and, increasingly, affordability. However, we believe
this risk is mitigated by ELL's long operating history in its service territory along with the cost
savings associated with securitization financing as compared to traditional utility financing.

Governance-related credit factors do not have a material impact on stranded-cost securitizations,
in our view, given the well-defined allocation of cash flows, each transaction party's well-defined
roles and responsibilities, and the transaction's structure, which isolates the assets from the
originators and sellers.

Our ratings on the bonds were not negatively affected by our consideration of these factors.

Transaction Overview

Our preliminary ratings on the series of bonds address timely interest and full principal payments
by the bond's final legal maturity date, which, under the preliminary structure, is two years after
the bond's expected maturity date.

On March 2022, the LPSC issued a financing order, which the issuer's $3,193,505,000 system
restoration bonds (Louisiana Utilities Restoration Project/ELL) series 2022A were issued. The
series 2022A bonds did not provide for the full recovery of all the system restoration costs caused
by Hurricane Ida, and additional system restoration costs associated with Hurricanes Laura,
Delta, and Zeta, and Winter Storm Uri. On Jan. 27, 2023, the LPSC issued financing order no.
U-36350-A (Financing Order) determining that ELL is entitled to recover additional system
restoration costs associated with Hurricanes Ida, Laura, Delta, and Zeta, and Winter Storm Uri.
The financing order also authorizes the creation of the system restoration property, which
includes the right for the imposition, collection, and periodic adjustments of the system
restoration charges.

Of the series 2022A bond issuance amount, $1 billion was applied to the Hurricane Ida storm
damage escrow fund. This amount will be netted against the additional system restoration cost as
approved by the 2023 financing order.

At the time of issuance, the issuer (LCDA) will loan the bond proceeds to the borrower (LURC) in
exchange for a pledge of the bond collateral. The issuer will in turn pledge and grant a security
interest in the bond collateral to the indenture trustee for the benefit of the bondholders. At the
same time, LURC will enter into a servicing agreement with ELL to calculate the appropriate
system restoration charge to be assesed each customer.

To repay the loan of bond proceeds, LURC will pledge the system restoration property, including
the system restoration charges, which will appear on a customer's bill. On each servicing business
day, ELL, as servicer, will remit all system restoration charges collected directly to the indenture
trustee to deposit to the collection account for the benefit of the bondholders.

The bonds are limited and are special revenue obligations of the issuer secured by the system
restoration bond collateral, which includes the right to an irrevocable nonbypassable charge: The
system restoration charge will be paid by all existing and future retail electric customers in ELL's
service territory based on their consumption of electricity.

Chart 1 represents a general summary of the transaction parties underlying the offering of the
system restoration bonds, their roles, and their various relationships to each other.
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Chart 1

The transaction's strengths include:

- That the system restoration property (including the system restoration charges, as defined by
legislation and the financing order) is irrevocable, nonbypassable, and uncapped.

- That the system restoration charges are collected from all customer classes.

- The periodic adjustment mechanism, known as a "true-up," which is used to adjust the billing
rate in relation to under collections. The billing rate is adjusted to ensure collections match the
issuer's payment obligations (including any replenishment of the debt service reserve account)
on a semiannual basis. In addition, the servicer may file as many interim true-ups as are
necessary to ensure there is no payment default.

- The fully funded debt service reserve account, which is equal to 1.5% of the bonds' issuance
amount and will be available to cover any shortfalls in collections. Any shortfall in the debt
service reserve account will be included in the system restoration charges' periodic
adjustments and will be replenished from collections.

- The time between the bonds' expected and legal final maturity dates, which allows for the
true-up mechanism to adjust the system restoration charges, if necessary, due to any
shortfalls.

- ELL's experience as a servicer.

- That the successor servicer to ELL's distribution system is obligated to perform the servicing
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function.

The transaction's weaknesses include that:

- The service area is extremely prone to strong hurricanes that may cause sudden prolonged
disruptions to service.

- The transaction may experience significant forecasting variance due to inaccurate forecasting
assumptions and/or unpredictable events (natural disasters).

- There has been a trend of increasing charge-off rates in the past three years due to the
implementation of a moratorium on disconnections for nonpayment during the onset of the
COVID-19 pandemic.

- The total customer base has a high industrial concentration, especially in the oil and gas
industry.

- The initial system restoration charge is expected to represent approximately 4% of the total bill
a 1,000-kilowatt-hour residential customer receives in its service territory. This, combined with
the system restoration charges related to the series 2014 system restoration bonds (which
have an expected maturity date of Aug. 1, 2026) and the series 2022 system restoration bonds,
would cumulatively represent 10% of the total bill.

- There is potential consumption volatility.

- The transaction relies on ELL, the servicer, to remain consistent with its current servicing
practices and to not adversely affect the system restoration property.

- There is no named successor servicer in the event ELL stops acting as servicer.

- There could be future judicial challenges to the Securitization Act.

The mitigants to the transaction's weaknesses include that:

- The servicer continues to stormproof and harden its grid after Hurricane Katrina, as proven by
the quick restoration of power to customers in recent hurricanes.

- The servicer filed a comprehensive hardening plan of their system to LPSC in December 2022.

- In our stress scenarios, which include stresses assuming inaccurate forecasting, the
transaction pays in full before the legal final maturity date.

- The company has resumed disconnections due to delinquencies, and anticipates the charge-off
rates to revert back to normal in 2023.

- In our stress scenarios, we do not give credit to recovery, and apply a five times stress to the
determined base-case gross write-offs.

- The oil and gas sector accounts for a small percentage of total employment within the state.

- The true-up mechanism and the transaction's ability to draw from the debt service reserve
account may lessen the effect of consumption volatility.

- Money in the excess funds subaccount, which holds funds collected in excess of the amounts
necessary to make the payments specified on the prior payment date, will be available to make
payments on the system restoration bonds.

- The total increase on a customer's bill will decrease to approximately 8% after the series 2014
transactions reach maturity. These 2014 transactions have an expected maturity date of
August 2026.

www.spglobal.com March 14, 2023       5

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer
on the last page.

2960067

Presale: Louisiana Local Government Environmental Facilities And Community Development Authority (LURC/ELL) (Series 2023)



- There is cross collateralization between customer classes.

- We stress the cash flows for potential loss of collections due to the servicer's bankruptcy. We
believe a replacement servicer would face the same regulatory and economic environment as
ELL, and, thus, do not expect significant changes in servicing practices if the servicer is
replaced. In addition, we stress the cash flows to the maximum successor servicing fee as
allowed by the financing order of 0.6% of issuance amount.

- According to the servicing agreement, ELL shall not resign as servicer until a successor servicer
is named and a rating agency confirmation is achieved.

- The state of Louisiana and LPSC have pledged that they will not alter the financing order. A
failure of this pledge will constitute an event of default.

Sector Outlook

This transaction is a stranded-cost securitization, with performance that is generally correlated to
the state of the local economy and the utility's ability to generate a constructive regulatory
outcome. This transaction is ELL's eighth securitization to recover system restoration costs.

Natural gas networks could be at a higher risk for energy transition risks. Over the longer term, a
faster-than-expected transformation to almost full electrification could curb the demand for gas,
making it more difficult for natural gas utilities to manage regulatory risk. Even electric utilities
are at some risk with regard to energy transition. As the economy moves closer to net zero carbon,
the electric network sector will likely have to accelerate its capital investments, which will impact
the customer bill. This includes strategic investments to accommodate the growing share of
renewables, a more decentralized electric grid, and improving the network's technological
capabilities.

Electric overhead networks are at higher risk for physical risks, including wildfires, hurricanes,
and storms. In North America, we have seen the pace of these incidents increase over the last
several years. Western U.S. states appear to continuously face annual harmful wildfires.

Social risks are also important for credit quality because this sector provides an essential service
that must remain affordable and reliable. Governments and regulators have been increasingly
focusing on affordability, and this could translate into increasing credit risks for networks. We
believe this is especially true in countries where bills are already high. As the customer bill
continues to be pressured by higher costs from aging infrastructure, increasing regulatory
requirements, inflation, higher commodity prices, and ongoing investments in renewables and grid
strengthening as part of the energy transition, the sector's ability to manage regulatory risk and
profitability could be pressured.

Networks face higher societal risks as the customer bill becomes more volatile, often resulting in a
higher percentage of dissatisfied customers and increasing the difficulty for the utility to manage
regulatory risk. Increasing capital spending, rising commodity prices, and inflation are
simultaneously putting pressure on the customer bill. Given these threats, utilities, regulators,
and governments will all have to work constructively to avoid customer rate shock. While
infrequent, natural gas networks are at risk for explosions that can involve significant casualties,
leading to reputational and litigation risk, especially in the case of poor maintenance
management. Water network contaminants (including lead) and overflows of untreated sewage
can pose significant risks for water and wastewater utilities. In addition to financial penalties,
repeated poor operating performance can lead to loss of reputation, creating difficult
relationships with a company's regulator, which hinders its negotiation power during a tariff reset.
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Financing Act And Financing Order

The bonds will be secured by the system restoration property created under Louisiana's
Securitization Act by the irrevocable financing order issued by the LPSC on Jan. 27, 2023 (the
financing order). The system restoration property includes the right to impose, collect, and receive
system restoration charges from retail electric customers in an amount sufficient to pay principal
and interest, and system restoration costs in connection with the bonds. The financing order
became final and unappealable on Feb. 14, 2023.

State pledge

Under the financing order, the state of Louisiana and LPSC have pledged that they will not take or
permit any action that would impair the value of the system restoration property or reduce, alter,
or impair the ability of the system restoration charges to be to be imposed, collected, and remitted
to financing parties (allowing for true-ups) until the bonds are paid in full.

Periodic adjustment (true ups)

The irrevocable financing order includes a mechanism for true-ups that requires the servicer to
file and implement true-ups for the system restoration charges periodically to:

- Maintain sufficient cash flows for each tranche's timely repayment of interest and scheduled
principal payment;

- Replenish the debt service reserve subaccount; and

- Cover all other fees, expenses, and indemnities.

Changes to the system restoration charges can occur at any time if the servicer forecasts that the
system restoration charges will be insufficient to assure the payment of debt service on the bonds
and related financing costs. These periodic true-ups are required at least semiannually (and, if
any bonds remain outstanding after the scheduled final payment date of the bond, quarterly). The
financing order does not "cap" the level of charges that may be imposed on customers. Any
contest of any true-up will be limited to the confirmation of mathematical computations.
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Chart 2

The Servicer And Customer Base

ELL is a fully regulated vertically integrated public electric utility engaged in the generation,
purchase, distribution, and sale of electricity within the state of Louisiana. The company is an
operating subsidiary of Entergy Corp., a U.S.-regulated utility holding company based in New
Orleans. As of June 30, 2022, ELL provided electric service to approximately 1,104,780 retail
electric customers.

ELL's retail customer base consists of four broad customer classes: residential, commercial,
industrial, and governmental. Tables 1-3 show the annual revenues, customer count, and
consumption for the customer base.
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Table 1

Retail Electric Revenue By Customer Class (Mil. $)

Rate class 2017 2018 2019 2020 2021 Six months ended June 30, 2022

Residential 1,197.7 1,244.4 1,270.5 1,270.2 1,484.6 754.5

Commercial 955.5 941.3 947.4 886.5 1,055.8 547.7

Industrial 1,534.5 1,462.5 1,451.0 1,314.2 1,771.3 988.2

Government 68.7 68.6 71.0 68.9 82.5 40.9

Total 3,756.4 3,716.8 3,739.9 3,539.9 4,394.3 2,331.2

Table 2

Retail Customers By Customer Class

Rate class 2017 2018 2019 2020 2021 Six months ended June 30, 2022

Residential 929,024 933,809 940,071 944,762 960,983 950,977

Commercial 130,600 131,119 132,364 132,352 138,099 133,901

Industrial 10,830 10,745 10,654 10,956 12,523 11,814

Government 7,971 7,990 8,003 7,996 8,264 8,088

Total 1,078,425 1,083,663 1,091,092 1,096,066 1,119,869 1,104,780

Table 3

Retail Electric Sales By Customer (GWh)(i)

Rate class 2017 2018 2019 2020 2021 Six months ended June 30, 2022

Residential 13,357 14,494 14,046 13,771 13,588 6,552

Commercial 11,342 11,578 11,353 10,465 10,385 5,125

Industrial 29,754 29,255 29,801 28,881 29,869 15,845

Government 790 823 827 779 792 393

Total 55,243 56,150 56,027 53,896 54,633 27,914

(i)Numbers not exact due to rounding. GWh--Gigawatt hours.

For the six months ended June 30, 2022, ELL received approximately 20% mail-in payments, 7%
walk-in payments, 11% phone-in payments, and 62% electronic payments. The electronic
payments consist of electronic fund transfers/wires (12%), automatic bank drafts (20%), the
vendor's website/app (9%), and Entergy's website/app (21%).

Table 4 shows the variance in ELL's annual consumption forecast.

Table 4

Annual Forecast Variance For Ultimate Electric Delivery

2017 2018 2019 2020 2021 Six months ended June 30, 2022

Forecast(GWh) 54,729 54,961 56,896 57,426 55,763 27,148

Actual(GWh) 55,243 56,150 56,027 53,896 54,633 27,914
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Table 4

Annual Forecast Variance For Ultimate Electric Delivery (cont.)

2017 2018 2019 2020 2021 Six months ended June 30, 2022

Variance(%) 0.9 2.2 (1.5) (6.1) (2.0) 2.8

GWh--Gigawatt hours.

Table 5 shows the system restoration charge retail customer class allocation percentages.

Table 5

System Restoration Charge Retail Customer Class Allocation (%)

System restoration charge retail customer slass Allocation

Residential 43.53

Commercial 30.71

Industrial 23.30

Government 2.46

Table 6 shows the industries of the top 10 customers by usage as of June 30, 2022.

Table 6

Top 10 Customers Concentration(i)

Customer Customer class Segment Usage (%)

1 Industrial Chlor-alkali 7.2

2 Industrial Petroleum refining 4.6

3 Industrial Petroleum refining 3.3

4 Industrial Transportation 2.4

5 Industrial Petroleum refining 2.1

6 Industrial Chlor-alkali 1.9

7 Industrial Chlor-alkali 1.7

8 Industrial Petrochemicals 1.6

9 Industrial Chlor-alkali 1.4

10 Industrial Agricultural chemicals 1.3

Total -- -- 27.5

(i)Based on usage as of June 30, 2022. Source: Entergy Louisiana LLC.

Table 7

Charge-Off Rates

Total gross
charge-offs ($)

Total gross
charge-offs (%)

Total net
charge-offs ($)

Total net
charge-offs (%)

Total
revenue ($)

Total
revenue

(%)

2017 17,378 0.46 8,951 0.23 3,809,283 100.00

2018 18,286 0.48 8,489 0.22 3,779,783 100.00
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Table 7

Charge-Off Rates (cont.)

Total gross
charge-offs ($)

Total gross
charge-offs (%)

Total net
charge-offs ($)

Total net
charge-offs (%)

Total
revenue ($)

Total
revenue

(%)

2019 15,623 0.41 7,161 0.19 3,801,166 100.00

2020 5,131 0.14 (68) (0.00) 3,592,200 100.00

2021 43,455 0.97 32,265 0.72 4,465,765 100.00

Six months
ended June 30,
2022

28,979 1.22 21,829 0.92 2,378,022 100.00

As seen in table 8, after Hurricane Katrina, ELL has been able to restore power to a majority of the
customers in a short period time.

Table 8

Power Restoration Time After Major Storm

Storm/Natural disaster Landfall category Year Customers impacted (%) Restoration time (days)

Ida 4 2021 30.00 28

Zeta 3 2020 6.00 7

Laura 4 2020 22.00 31

Delta 2 2020 6.00 7

Issac 1 2012 28.00 7

Gustav 2 2008 36.00 12

Ike 2 2008 26.00 12

Cindy Tropical storm 2005 10.00 3

Katrina 3 2005 41.00 26

Rita 3 2005 33.00 21

Winter storm N/A 2021 2.00 5

Easter storm N/A 2020 15.00 8

N/A--Not applicable.

Additional Securitization Charges

Under the financing order and loan agreement, LURC may not cause the issuance of additional
system restoration bonds without obtaining rating agency confirmation on the then-outstanding
ratings of the bonds. A rating agency condition is not required if the servicer chooses to issue
additional securitization bonds without LURC. The ability for a customer to pay may be impacted
as the additional charge on a customer bill increases.
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Partial Payments

Pursuant to the financing order and the servicing agreement, in the event a customer does not pay
the full amount of their utility bill, securitization charges are subordinated to customer deposits,
service charges of ELL, and charges collected under the 2014 financing orders, after which all
securitization charges are applied on a pari passu basis. In the event of consecutive months of
partial payments, the securitization charge from the month prior will be senior to all charges on
the second month's bill. We addressed this risk by instituting an additional 30-day lag in the
collection curve for all scenarios.

Structural Analysis

If an event of default occurs, both principal and interest will be paid pro rata. A failure to pay
principal by the bond's expected maturity date is not considered an event of default. However,
principal must be paid in full by the legal final maturity date.

Our preliminary ratings on the system restoration bonds address timely interest and full principal
payments by the bond's legal final maturity, which is two years after the expected maturity date.

The events of default with respect to the bonds are:

- A failure to pay interest on any tranche within five business days;

- A failure to pay principal on the bond on the legal final maturity date;

- A failure by the issuer to observe or perform any covenant or agreement that continues for 30
days after the earlier of receipt of a written notice of the default or the issuer having actual
knowledge of the default;

- A representation or warranty made by the issuer proving to have been materially incorrect when
made, and that continues for 30 days after the earlier of receipt of written notice or the issuer
having actual knowledge of the default;

- A bankruptcy, insolvency, receivership, or liquidation of the issuer (with respect to involuntary
proceedings, that are unstayed and in effect for 90 days);

- A borrower event of default under the loan agreement; and

- A breach by the state of Louisiana of the state pledge or a breach of the LPSC pledge.

A borrower event of default under the loan agreement includes the failure by the borrower to pay
loan payments owed to the issuer, representing payment of principal and interest then due and
payable on the bonds. However, a failure to pay scheduled principal prior to legal final maturity of
the bonds will not constitute an event of default in the indenture.

If an event of default occurs, the indenture trustee or bondholders may declare the unpaid
principal of the system restoration bonds and all accrued and unpaid interest to be immediately
due and payable.

Payment waterfall
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Table 9

Payment Waterfall

1 Amounts due to the indenture trustee, capped at $200,000 annually.

2 Current and previously unpaid servicing fees.

3 Current issuer's fees, including indemnity payments, capped at $100,000 annually, and fees of counsel to the
borrower, capped at $50,000 annually.

4 Current and past due interest.

5 All other ongoing financing costs.

6 Principal required at final maturity or after an event of default.

7 Scheduled principal according to the expected schedule, including unpaid scheduled principal.

8 Any remaining unpaid issuance costs, including fees, expenses, and indemnity amounts owed to the trustee.

9 Replenish any amounts drawn from the debt service reserve account.

10 All remaining proceeds to the excess funds subaccount.

11 After payment in full of the bonds and all other items in the waterfall, the balance of the collection account,
debt service reserve account, and the excess funds subaccount, if any, will be paid to the borrower for
disbursement pursuant to an order of the LPSC.

Cash Flow Analysis

We stressed the expected-case cash flow analysis using forward customer usage forecasts,
assumed collections, and charge-off experience. The annual forecast of electricity usage differed
among the customer classes. However, we believe the stresses we applied to the collections in our
cash flow analysis are sufficient to cover the levels of variance shown in the historical data across
all customer classes so that they are consistent with the assigned preliminary ratings.

When stressing the expected forward cash flows, for all scenarios unless specified, we used the
forward forecast of electricity usage that the servicer provided. We applied the starting recovery
charges and adjusted the charge semi-annually based on stressed electricity consumption. We
increased annual charge-offs by five times the actual charge-off percentage experienced by the
servicer. We applied a collection curve to lag actual collections, based on the servicer's historical
data. The coupon rate on the tranche was set based on expected market conditions for that debt
at issuance.

We used four revenue decline and collection stress scenarios to assign the preliminary ratings.

Base case (applied to all rating scenarios)

- Write-off assumption of 0.6%.

- Assumed 2022 residential usage levels will be maintained for the life of the transaction.

Scenario 1

- Zero sales were assumed for July and August of each year for all users. This stress simulates
an annual servicer default and replacement where parts of the collections are lost.

- A constant 12% annual revenue decline was applied to all users starting in the first year. This
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decline was maintained until a specified total cumulative revenue decline of 60% was achieved.
Afterward, revenues were maintained as flat for the duration of the transaction.

- The largest 10 customers were defaulted one year before the bonds' expected final maturity.

Scenario 2

- Zero sales were assumed for July and August of each year for all users. This stress simulates
an annual servicer default and replacement where parts of the collections are lost.

- A constant 12% annual revenue decline was applied to all users starting in the second year of
the transaction. This decline was maintained until a specified total cumulative revenue decline
of 60% was achieved. Afterward, revenues were maintained as flat for the transaction's
duration.

- The largest 10 customers were defaulted one year before the bonds' expected final maturity.

Scenario 3

- Zero sales were assumed for July and August of each year for all users. This stress simulates
an annual servicer default and replacement where parts of the collections are lost.

- Sales were oscillated by first decreasing and then increasing by 20% per year over the life of the
transaction.

- The largest 10 customers were defaulted one year before the bonds' expected final maturity.

Scenario 4

- Zero sales were assumed for July and August of each year for all users. This stress simulates
an annual servicer default and replacement where parts of the collections are lost.

- Sales were oscillated by first increasing and then decreasing by 20% per year over the life of the
transaction.

- The largest 10 customers were defaulted one year before the bonds' expected final maturity.

Scenario 2 addresses liquidity risk in years that the principal amortization is light. In any given
year, timely interest payments cannot be missed; however, missed scheduled principal
amortization can be added to the next period's true-up amount without causing an event of
default (before the legal final maturity). This true-up provision essentially turns scheduled
principal amortization in that period into a form of liquidity support in addition to the transaction's
funded and periodically replenished reserve account.

We reviewed the cash flow models for all four scenarios. The cash flow results show that the
bonds' interest is paid on time and all principal is ultimately paid before the legal final maturity
date for each bond under each scenario. The main factor contributing to the principal payment by
each bond's legal final maturity is the true-up mechanism that adjusts the system restoration
charges to recover sufficient funds to repay the bonds as due.
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Additional Sensitivities

Sensitivity run 1: industrial default

As of the last six months ending June 30, 2022, industrial customers make up approximately 55%
of the total consumption, of which the top 10 customers make up approximately 28% of total
consumption. As shown in table 6, the top 10 customers are all in the industrial sector. While the
high concentration within the sector may lead the transaction to significant concentration risk, we
believe the industrial sector has higher customer retention rates than other sectors due to the
significant infrastructure and investment required. The servicer conducts individual forecasts for
130 large industrial loads based on communications between ELL and the individual customers.
As a result, we conducted an additional sensitivity of defaulting all industrial customer usage one
year prior to the final tranche's expected maturity date under each rating scenario. In all rating
scenarios, timely interests and payments by legal final maturity were achieved.

Sensitivity run 2: higher charge-offs

As of the last six months ending June 30, 2022, and 2021, the charge-off percentages increased
due to the resumption of disconnections within the service territory after the expiration of the
moratorium during the onset of the pandemic. The company anticipates charge-offs to revert back
to the mean in 2023. As a result, we conducted an additional sensitivity of raising the base-case
charge-off rate to 1.22% under each rating scenario. In all rating scenarios, timely interests and
payments by legal final maturity were achieved.

Mandatory And Optional Redemptions

The issuer is neither required nor permitted to optionally redeem the system restoration bonds at
any time before maturity.

Legal Considerations

The issuer is a political subdivision of the state of Louisiana that we expect will comply with our
bankruptcy-remoteness criteria. In rating this transaction, we will review the legal matters we
believe are relevant to our analysis, as outlined in our criteria.

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- Criteria | Structured Finance | General: Global Framework For Payment Structure And Cash
Flow Analysis Of Structured Finance Securities, Dec. 22, 2020

- Criteria | Structured Finance | ABS: Global Methodology And Assumptions For Nonfinancial
Future Flow Transactions, Jan. 16, 2020

- Criteria | Structured Finance | Legal: U.S. Structured Finance Asset Isolation And
Special-Purpose Entity Criteria, May 15, 2019
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- Criteria | Structured Finance | General: Counterparty Risk Framework: Methodology And
Assumptions, March 8, 2019

- Criteria | Structured Finance | General: Incorporating Sovereign Risk In Rating Structured
Finance Securities: Methodology And Assumptions, Jan. 30, 2019

- Criteria | Structured Finance | General: Global Framework For Assessing Operational Risk In
Structured Finance Transactions, Oct. 9, 2014

- General Criteria: Global Investment Criteria For Temporary Investments In Transaction
Accounts, May 31, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

- Criteria | Structured Finance | General: Methodology For Servicer Risk Assessment, May 28,
2009

Related Research

- Industry Top Trends 2022: North America Regulated Utilities, Jan. 26, 2022

- ESG Credit Indicator Report Card: Regulated Utility Networks, Nov. 18, 2021

- North American Regulated Utilities' Negative Outlook Could See Modest Improvement, Jan. 20,
2021

- Updates And Insights On Regulatory Jurisdictions Shaping Policies For North American
Utilities--November 2020, Nov. 9, 2020

- Ten Ratings Affirmed On Eight Stranded Cost Transactions, Feb. 27, 2019

- Global Structured Finance Scenario And Sensitivity Analysis 2016: The Effects Of The Top Five
Macroeconomic Factors, Dec. 16, 2016

- Cash Flow Analyses Are Not Generally Needed for Rate Reduction Bond Transaction
Surveillance Due to True-Up Mechanisms, June 11, 2015
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