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The total price to the public is $ . The total amount of the underwriting discounts and commissions is $ . The total
amount of proceeds to the issuing entity before deduction of expenses (estimated to be $ )is $

Investing in the Senior Secured Transition Bonds involves risks. Please read “Risk Factors” beglnnlng on page 13 of the
accompanying prospectus.

Entergy Texas Restoration Funding, LLC is issuing $ of Senior Secured Transition Bonds, referred to herein as the Transition
Bonds, in [three] tranches. Entergy Texas, Inc. is the seller, initial servicer and sponsor with regard to the Transition Bonds. The Transition Bonds are
senior secured obligations of the issuing entity secured by transition property, which includes the right to a special, irrevocable nonbypassable charge,
known as a transition charge, paid by all retail electric customers in the service territory of the sponsor based on their consumption of electricity as
discussed herein. The Public Utility Commission of Texas requires and guarantees that transition charges be adjusted annually, and semi-annually as
necessary, to ensure the expected recovery of amounts sufficient to timely provide all scheduled payments of principal and interest on the Transition
Bonds, as described further in this prospectus supplement and the accompanying prospectus. Through this adjustment mechanism, all retail electric
customers cross share in the liabilities of all other retail electric customers for the payment of transition charges. Credit enhancement for the Transition
Bonds will be provided by such statutory true-up mechanism as well as by general, excess funds and capital subaccounts held under the indenture.

In April 2009, the Texas legislature enacted a special statute, Senate Bill (SB) 769, adding Subchapter I to Chapter 36 of the Public Utility
Regulatory Act or PURA (Subchapter | of Chapter 36, together with Subchapter G of Chapter 39 of PURA are referred to collectively as the “Financing
Act”), authorizing the Public Utility Commission of Texas to issue irrevocable financing orders supporting the issuance of transition bonds for the
recovery of system restoration costs. One of the purposes of this act was to lower the cost to consumers for reconstruction after Hurricane Ike and future
natural disasters. The Public Utility Commission of Texas issued an irrevocable financing order to the sponsor on September 11, 2009. Pursuant to the
financing order, the sponsor established the issuing entity as a bankruptcy remote special purpose subsidiary company to issue the Transition Bonds. In
the financing order, the Public Utility Commission of Texas authorized a transition charge to be imposed on all retail customers who purchase electricity
in the sponsor’s service territory to pay principal and interest on the Transition Bonds and other expenses relating to the Transition Bonds. Entergy
Texas, Inc., as servicer, will collect transition charges on behalf of the issuing entity and remit the estimated transition charges daily to a trustee. Please
read “The Bonds—The Transition Property” in this prospectus supplement.

The Public Utility Commission of Texas guarantees that it will take specific actions pursuant to its irrevocable financing order as expressly
authorized by the Financing Act to ensure that transition charge revenues are sufficient to pay on a timely basis scheduled principal and interest on the
Transition Bonds. The Public Utility Commission of Texas’ obligations relating to the Transition Bonds, including the specific actions that it has
guaranteed to take, are direct, explicit, irrevocable and unconditional upon issuance of the Transition Bonds, and are legally enforceable against the
Public Utility Commission of Texas, which is a United States public sector entity.

The Transition Bonds represent obligations only of the issuing entity, Entergy Texas Restoration Funding, LLC, and do not represent
obligations of the sponsor or any of its affiliates other than the issuing entity. Please read “The Bonds—The Transition Property,” “—The Collateral”
and “Credit Enhancement” in this prospectus supplement. The Transition Bonds are not a debt or general obligation of the State of Texas, the Public
Utility Commission of Texas or any other governmental agency or instrumentality and are not a charge on the full faith and credit or the taxing power of
the State of Texas or any governmental agency or instrumentality.

All matters relating to the structuring and pricing of the Transition Bonds have been considered jointly by Entergy Texas, Inc. and the Public
Utility Commission of Texas.

Additional information is contained in the accompanying prospectus. You should read this prospectus supplement and the accompanying
prospectus carefully before you decide to invest in the Transition Bonds. This prospectus supplement may not be used to offer or sell the Transition
Bonds unless accompanied by the prospectus.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY
STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS SUPPLEMENT OR
THE ACCOMPANYING PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The underwriters expect to deliver the Transition Bonds through the book-entry facilities of The Depository Trust Company against payment
in immediately available funds on or about [ __,2009]. Each bond will be entitled to interest on 1% and | ] 1% of each
year, and on the final maturity date. The first scheduled payment date is 1, 2010. There currently is no secondary market for the Transition
Bonds, and we cannot assure you that one will develop.

Morgan Stanley Citi

Goldman, Sachs & Co. RBS
Loop Capital Markets, LLC

The date of this prospectus supplement is , 2009.
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READING THIS PROSPECTUS SUPPLEMENT AND THE ACCOMPANY ING PROSPECTUS

This prospectus supplement and the accompanying prospectus provide information about us, the Transition
Bonds and Entergy Texas, Inc., or Entergy Texas, as seller, sponsor and initial servicer. This prospectus supplement
describes the specific terms of the Transition Bonds. The accompanying prospectus describes terms that apply only
to the transition bonds we may issue, including the Transition Bonds offered hereby.

References in this prospectus supplement and the accompanying prospectus to the terms we, us, Entergy
Texas Funding or the issuing entity mean Entergy Texas Restoration Funding, LLC, the entity which will issue the
Transition Bonds. References to Entergy Texas, ET]I, the seller or the sponsor mean Entergy Texas, Inc. or to any
successor to the rights and obligations of Entergy Texas under the sale agreement referred to in this prospectus
supplement and the accompanying prospectus. References to the servicer mean Entergy Texas and any successor
servicer under the servicing agreement referred to in this prospectus supplement and the accompanying prospectus.
References to Entergy mean Entergy Corporation, the parent company of Entergy Texas.

Unless the context otherwise requires, the term customer, retail customer or retail electric customer
means a retail customer within Entergy Texas’ service territory. If retail competition is ever introduced into Entergy
Texas’ service territory, as described under “The Texas Electricity Market Restructuring Plan — Entergy Texas’
Service Territory Could Experience Deregulation in the Future” in the accompanying prospectus, then the terms
customer, retail customer or retail electric customer shall mean a retail end user of electricity and related services
provided by Entergy Texas or a retail electric provider via the transmission and distribution system of an electric
utility such as Entergy Texas, within Entergy Texas’ service territory. We refer to the Public Utility Commission of
Texas as the Texas commission or the PUCT. You can find a glossary of some of the other defined terms we use in
this prospectus supplement and the accompanying prospectus on page 92 of the accompanying prospectus.

We have included cross-references to sections in this prospectus supplement and the accompanying
prospectus where you can find further related discussions. You can also find references to key topics in the table of
contents on the preceding page of this prospectus supplement and in the table of contents beginning on page i of the
accompanying prospectus.

You should rely only on the information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus. Neither we nor any underwriter, agent, dealer, salesperson, the Texas
commission or Entergy Texas has authorized anyone else to provide you with any different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We are not offering to sell the
Transition Bonds in any jurisdiction where the offer or sale is not permitted. The information in this prospectus
supplement is current only as of the date of this prospectus supplement.



SUMMARY OF TERMS

The following section is only a summary of selected information and does not provide you with all the
information you will need to make your investment decision. There is more detailed information in this prospectus
supplement and in the accompanying prospectus. To understand all of the terms of the offering of the Transition
Bonds, carefully read this entire document and the accompanying prospectus.

Securities offered:

Issuing entity and capital structure:

Our address:

Our telephone number:

$ Senior Secured Transition Bonds, or the Transition Bonds,
scheduled to pay principal semi-annually and sequentially in accordance with the
expected sinking fund schedule. Only the Transition Bonds are being offered
through this prospectus supplement.

Entergy Texas Restoration Funding, LLC is a direct, wholly owned subsidiary of
Entergy Texas and a limited liability company formed under Delaware law. We
were formed solely to purchase and own transition property, to issue transition
bonds secured by transition property and to perform any activity incidental thereto.
The Transition Bonds offered by this prospectus supplement and accompanying
prospectus are the only bonds we are authorized to issue. Please read “Entergy
Texas Restoration Funding, LLC, the Issuing Entity” in the accompanying
prospectus.

In addition to the transition property, the assets of the issuing entity include a
capital investment by Entergy Texas in the amount of 0.5% of the Transition
Bonds’ principal amount issued. This capital contribution will be held in the
capital subaccount. We have also created an excess funds subaccount to retain,
until the next payment date, any amounts collected and remaining after all
payments on the Transition Bonds have been made.

We are responsible to the State of Texas and the Texas commission. Specifically,
pursuant to the financing order of the Texas commission relating to the transition
bonds,

¢ our organizational documents and transaction documents for the transition
bonds prohibit us from engaging in any activities other than acquiring transition
property, issuing transition bonds and performing other activities as specifically
authorized by the financing order,

¢ the Texas commission or its designated representative has a decision-making
role co-equal with Entergy Texas with respect to the structuring and pricing of
the transition bonds and all matters related to the structuring and pricing of the
transition bonds will be determined through a joint decision of Entergy Texas
and the Texas commission or its designated representative,

¢ Entergy Texas is directed to take all necessary steps to ensure that the Texas
commission or its designated representative is provided sufficient and timely
information to allow the Texas commission or its designated representative to
fully participate in, and exercise its decision making power over, the proposed
securitization, and

« all required true up adjustments must be filed by the servicer on our behalf.

We have also agreed that certain reports concerning transition charge collections
will be provided to the Texas commission.

Please read “Entergy Texas’ Financing Order— Entergy Texas’ Securitization
Proceeding and Financing Order” in the accompanying prospectus.

Capital Center, 919 Congress Avenue, Suite 840-C, Austin, Texas 78701
(512) 487 — 3982
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Our managers:

Required ratings:

The Seller, Sponsor and Servicer of the
transition property:

Entergy Texas” address:
Entergy Texas’ telephone number:

Use of proceeds:

The following is a list of our managers as of the date of this prospectus
supplement:

Name Age Background

Eddie Peebles 49 Vice President, Corporate Development for
Entergy Services, Inc., a subsidiary of Entergy Corporation. From July 2003 to
July 2005, Director, Structured Transactions for Entergy Services, Inc.

Steven C. McNeal 52 Vice President and Treasurer for Entergy
Services, Inc., a subsidiary of Entergy Corporation.

Paul Schuerich 49 Assistant General Counsel for Entergy
Services, Inc., a subsidiary of Entergy Corporation.

Tom Wagner 52 Assistant General Counsel for Entergy
Services, Inc., a subsidiary of Entergy Corporation. From January 2002 through
December 2004, Assistant General Counsel for Entergy Enterprises, Inc., a
subsidiary of Entergy Corporation.

Thomas Strauss
(Independent Manager) 44 Director, Client Services of Wilmington Trust
SP Services and Vice President of Wilmington Trust Company since 2001.

“Aaa”/“AAA”["AAA” by Moody’s, S&P and Fitch, respectively. Please read
“Ratings for the Transition Bonds” in the accompanying prospectus.

Entergy Texas is a public utility engaged in the generation, transmission,
distribution and sale of electric energy in the State of Texas. As of December 31,
2008 and as of June 30, 2009, Entergy Texas provided electric service to
approximately 395,000 and 402,000 retail customers, respectively, in its service
territory.

Pursuant to a financing order issued by the Texas commission in April 2007,
Entergy Gulf States, Inc., or EGSI, sold transition property to an affiliate, Entergy
Gulf States Reconstruction Funding I, LLC. The affiliate, on June 29, 2007, issued
$329,500,000 Senior Secured Transition Bonds or the prior transition bonds.
Following the issuance of the prior transition bonds, EGSI was reorganized
pursuant to a jurisdictional separation plan into two vertically integrated utility
companies, Entergy Gulf States Louisiana, L.L.C. operating as a public utility in
Louisiana and Entergy Texas operating as a public utility in Texas. Entergy Texas
succeeded EGSI in the role of sponsor, seller and servicer for the prior transition
bonds. The transition property securing the prior transition bonds does not secure
the bonds.

Entergy Texas is an operating subsidiary of Entergy Corporation, a Delaware
corporation based in New Orleans, Louisiana. Entergy is an integrated energy
company engaged primarily in electric power production and retail distribution
operations. Neither Entergy Texas nor Entergy nor any other affiliate (other than
us) is an obligor of the Transition Bonds.

As described in the accompanying prospectus under “The Texas Electricity Market
Restructuring Plan,” the electric industry in Texas has undergone fundamental
restructuring. Although retail competition and the unbundling of services has not
been introduced into Entergy Texas’ service territory, it is possible that it may
occur during the term of the Transition Bonds. Please read “The Texas Electricity
Market Restructuring Plan” in the accompanying prospectus.

350 Pine Street, Beaumont, Texas 77701
(409) 838-6631

Paid to Entergy Texas to reduce debt. We may not use the net proceeds from the
sale of the Transition Bonds for general corporate purposes or commercial
purposes. Please read “Use of Proceeds” in the accompanying prospectus.

S-3




Bond structure:

Trustee:

Trustee’s experience:

Average life profile:

Optional redemption:

Minimum denomination:

Credit/security:

Sinking fund bond, [three] tranches; tranches A-l, expected average life ___ years,
A-2, expected average life ____ years, and A-3, expected average life ___ years,
are scheduled to pay principal semi-annually and sequentially. Please read
“Expected Amortization Schedule” in this prospectus supplement.

The Bank of New York Mellon, a New York banking corporation.

The Bank of New York Mellon currently serves as indenture trustee and trustee for
numerous securitization transactions involving pools of utility company
receivables that are structurally similar to the transition charges, including the prior
transition bonds.

Stable. Prepayment is not permitted; there is no prepayment risk. Extension risk is
possible but is expected to be statistically insignificant. Please read “Weighted
Average Life Sensitivity” in this prospectus supplement and “Weighted Average
Life and Yield Considerations for the Transition Bonds” in the accompanying
prospectus.

None. Non-call for the life of the Transition Bonds.

$100,000, or integral multiples of $1,000 in excess thereof, except for one bond of
each tranche which may be of a smaller denomination.

Pursuant to the financing order issued by the Texas commission, the irrevocable
right to impose, collect and receive a nonbypassable consumption-based transition
charge from all retail electric customers (approximately 395,000 customers as of
December 31, 2008 and approximately 402,000 customers as of June 30, 2009)
who purchase electricity in Entergy Texas’ service territory. Please read “The
Financing Act— Entergy Texas and other utilities may securitize qualified costs—
Transition Charges Are Nonbypassable” in the accompanying prospectus. The law
and the PUCT require that transition charges be set and adjusted to collect amounts
sufficient to pay principal and interest on a timely basis. Please read “Credit
Enhancement—PUCT Guaranteed True-Up Mechanism for Payment of Scheduled
Principal and Interest” in this prospectus supplement, as well as the chart entitled
“Parties to the Transaction and Responsibilities,” “The Financing Act” and
“Description of the Transition Property—Creation of Transition Property;
Financing Order” in the accompanying prospectus.

The transition property securing the Transition Bonds is not a pool of receivables.
It consists of all of Entergy Texas’ rights and interests under the financing order
transferred to us in connection with the issuance of the Transition Bonds, including
the irrevocable right to impose, collect and receive nonbypassable transition
charges and the right to implement the true-up mechanism. Transition property is a
present property right created by the Financing Act and the financing order and is
protected by the State Pledge in the Financing Act described below.

The Transition Bonds are secured only by our assets, consisting principally of the
transition property relating to the Transition Bonds and funds on deposit in the
collection account for the Transition Bonds and related subaccounts. The
subaccounts consist of a capital subaccount, which will be funded at closing in the
amount of 0.5% of the initial aggregate principal amount of the Transition Bonds,
a general subaccount, into which the servicer will deposit all transition charge
collections, and an excess funds subaccount, into which we will transfer any
amounts collected and remaining on a payment date after all payments to
bondholders and other parties have been made. Amounts on deposit in each of
these subaccounts will be available to make payments on the Transition Bonds on
each payment date. For a description of the transition property, please read “The
Bonds—The Transition Property” in this prospectus supplement.
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State Pledge:

PUCT guaranteed true-up mechanism for
payment of scheduled principal and
interest:

Nonbypassable transition charges:

Initial transition charge as a percentage of
customer’s total electricity bill:

The State of Texas has pledged in the Financing Act that it will not take or permit
any action that would impair the value of the transition property, or reduce, alter or
impair the transition charges until the Transition Bonds are fully repaid or
discharged, other than specified true-up adjustments to correct any overcollections
or undercollections. No voter initiative or referendum process exists in Texas,
unlike in some other states. Please read “The Financing Act— Entergy Texas and
Other Utilities May Securitize Qualified Costs” in the accompanying prospectus.

The Financing Act and the irrevocable financing order together guarantee that
transition charges on all retail electric customers will be adjusted annually, and, if
necessary, semi-annually, to ensure the expected recovery of amounts sufficient to
provide timely payment of scheduled principal and interest on the Transition
Bonds. Pursuant to the financing order, adjustments other than the annual
adjustments may be made generally not more than once in any six-month period
(or quarterly in the thirteenth and fourteenth years). In the financing order, the
Texas commission guarantees that it will act pursuant to the financing order as
expressly authorized by the Financing Act to ensure that expected transition charge
revenues are sufficient to timely pay scheduled principal and interest on the
Transition Bonds.

There is no “cap” on the level of transition charges that may be imposed on retail
electric customers to pay on a timely basis scheduled principal and interest on the
Transition Bonds. Through the true-up mechanism, all retail electric customers
cross share in the liabilities of all other retail electric customers for the payment of
transition charges.

The financing order provides that the true-up mechanism and all other obligations
of the State of Texas and the Texas commission set forth in the financing order are
direct, explicit, irrevocable and unconditional upon issuance of the Transition
Bonds, and are legally enforceable against the State of Texas and the Texas
commission, a United States public entity. Please read “The Financing Act—
Entergy Texas’ and Other Utilities May Securitize Qualified Costs” and “The
Servicing Agreement—The PUCT Guaranteed Transition Charge Adjustment
Process” in the accompanying prospectus.

The PUCT has a guaranteed right from the government of the State of Texas to
require the imposition on, and collection of transition charges from, all existing
and future retail electric customers located within Entergy Texas’ service territory,
even if the utility goes out of business and its service area is acquired by another
utility or is municipalized or, with limited exceptions relating to certain new on-
site generation, if customers choose to operate new on-site generation. Please read
“Risk Factors—Other Risks Associated with an Investment in the Transition
Bonds—Technological Change Might Make Alternative Energy Sources More
Attractive in the Future”, “The Financing Act—Entergy Texas and Other Utilities
May Securitize Qualified Costs—Transition Charges Are Nonbypassable.” The
transition charges are also nonbypassable if retail competition is ever introduced
into Entergy Texas’ service territory within the term of the transition bonds. See
“The Texas Electricity Market Restructuring Plan — Entergy Texas’ Service
Territory Could Experience Deregulation in the Future” in the accompanying
prospectus. The transition charges are applied to retail electric customers
individually and are adjusted and reallocated among all customers as necessary
under the PUCT guaranteed true-up mechanism. Please read “The Transition
Charges” in this prospectus supplement and “Entergy Texas’ Financing Order” and
“The Servicing Agreement—The PUCT Guaranteed Transition Charge
Adjustment Process” in the accompanying prospectus.

The initial transition charge would represent approximately 5.2% of the total bill
received by a 1,000 kWh residential customer of Entergy Texas in its service
territory as of September 11, 2009. When combined with the transition charges
related to the prior transition bonds, the cumulative transition charges would
represent approximately 8.9% of the total bill.
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Priority of distributions:

Currently outstanding series:

On each payment date for the Transition Bonds, the trustee will allocate or pay all
amounts on deposit in the general subaccount of the collection account in the
following order of priority:

1. payment of the trustee’s fees, expenses and any outstanding indemnity
amounts not to exceed $1,000,000 in any 12-month period,

2. payment of the servicing fee relating to the Transition Bonds, plus any
unpaid servicing fees from prior payment dates,

3. payment of the administration fee, and a pro rata portion of the fees of our
independent manager(s), in each case with any unpaid administration or
management fees from prior payment dates,

4. payment of all of our other ordinary periodic operating expenses relating to
the Transition Bonds, such as accounting and audit fees, rating agency fees,
legal fees and certain reimbursable costs of the servicer under the servicing
agreement,

5. payment of the interest then due on the Transition Bonds, including any
past-due interest,

6. payment of the principal then required to be paid on the Transition Bonds as
a result of acceleration upon an event of default or at final maturity,

7. payment of the principal then scheduled to be paid on the Transition Bonds
in accordance with the expected sinking fund schedule, including any
previously unpaid scheduled principal,

8. payment of any of our remaining unpaid operating expenses and any
remaining amounts owed pursuant to the basic documents, including all
remaining indemnity amounts owed to the trustee,

9. replenishment of any amounts drawn from the capital subaccount,

10. if there is a positive balance after making the foregoing allocations, so long
as no event of default has occurred and is continuing, release to us of an
amount not to exceed the lesser of any remaining balance and the
investment earnings on amounts in the capital subaccount,

11.  allocation of the remainder, if any, to the excess funds subaccount, and

12.  after the Transition Bonds have been paid in full and discharged, the
balance, together with all amounts in the capital subaccount and the excess
funds subaccount, to us free and clear of the lien of the indenture.

Please read “Credit Enhancement—How Funds in the Collection Account Will Be
Allocated” in this prospectus supplement. The annual servicing fee for the
Transition Bonds payable to Entergy Texas or any affiliate thereof while it is
acting as servicer shall not at any time exceed $290,000. If a servicer not affiliated
with Entergy Texas is appointed, the servicing fee will be negotiated by the
successor servicer and us; however, the Texas commission must approve the
appointment of, and any annual servicing fee in excess of 0.60% of the aggregate
initial principal amount of all outstanding transition bonds for any replacement
servicer. In addition, the servicing fee for any replacement servicer may not
exceed 0.60% of the aggregate initial principal amount of all outstanding transition
bonds unless the rating agency condition is satisfied.

The Transition Bonds are the first and only transition bonds we have issued.
However, as described above, Entergy Texas has sold transition property to
another related affiliate, which in 2007 issued the prior transition bonds.
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Relationship to the prior transition bonds:

Allocations as between transition bond
issuances:

Issuance of additional transition bonds:

Enhanced continuing disclosure:

Tax treatment:

ERISA eligible:

In June 2007, Entergy Gulf States Reconstruction Funding I, LLC, a special
purpose wholly owned subsidiary of Entergy Texas, issued and sold $329,500,000
Senior Secured Transition Bonds, Series A, or the prior transition bonds, in
accordance with a financing order issued by the PUCT in April 2007. Entergy
Texas currently acts as servicer for the prior transition bonds. The transition
property securing the prior transition bonds does not secure the Transition Bonds.
The outstanding prior transition bonds are currently rated AAA/Aaa/AAA by S&P,
Moody’s and Fitch, respectively. Please read “Relationship to the Prior Transition
Bonds” in the accompanying prospectus.

Although the Transition Bonds issued by us will have its own transition property,
transition charges relating to the Transition Bonds will be collected through single
bills to individual retail customers and any future associated retail electric
providers, if retail competition is ever introduced to the Entergy Texas service
territory, that include all charges related to the purchase of electricity, without
separately itemizing the transition charge component of the bill or the transition
charge components. In the event a customer does not pay in full all amounts owed
under any bill including transition charges, Entergy Texas, as servicer, is required
to allocate any resulting shortfalls in transition charges ratably based on the
amounts of transition charges owing in respect of the Transition Bonds, amounts
owing to Entergy Gulf States Reconstruction Funding I, LLC with respect to the
prior transition bonds and any amounts owing to any subsequently created affiliate
of Entergy Texas which issues transition bonds. Please read “Description of the
Transition Bonds—Allocations as Between Transition Bond Issuances”, “The
Texas Electricity Market Restructuring Plan — Entergy Texas’ Service Territory
Could Experience Deregulation in the Future” and “The Servicing Agreement—
Remittances to Collection Account” in the accompanying prospectus.

Entergy Texas has in the past and may in the future sell transition property to one
or more entities other than us in connection with the issuance of a new issuance of
transition bonds without your prior review or approval. Please read “Entergy
Texas’ Financing Order” in the accompanying prospectus. The aggregate
outstanding amount of transition bonds that may be authenticated and delivered
under the indenture may not exceed the aggregate amount of transition bonds that
are authorized under the financing order. Any new issuance may include terms
and provisions that would be unique to that particular issue. Entergy Texas will
likely serve as servicer for any new issuance. We may not issue additional
transition bonds in addition to the Transition Bonds offered hereby. Entergy Texas
may not sell transition property to other entities issuing transition bonds if the
issuance would result in the credit ratings on any outstanding issuance of transition
bonds being reduced or withdrawn. It will be a condition of issuance for each new
issuance of transition bonds that the new issuance be rated “Aaa” by Moody’s,
“AAA” by S&P and “AAA” by Fitch, Inc. Please read “Description of the
Transition Bonds” in the accompanying prospectus.

The indenture under which the Transition Bonds will be issued requires all of the
periodic reports that the issuing entity or the sponsor files with the SEC, the
principal transaction documents and other information concerning the transition
charges and security relating to the Transition Bonds to be posted on the website
associated with the issuing entity’s parent, currently located at www.entergy.com.

Furthermore, even if it would otherwise be permitted to suspend such filings, so
long as any Transition Bonds are outstanding, the issuing entity or the sponsor on
its behalf will continue filing periodic reports under the Securities Exchange Act of
1934 and the rules, regulations or orders of the SEC. Consequently, information
will continue to be publicly available and accessible to bondholders through the
SEC.

Transition Bonds will be treated as debt of Entergy Texas, our sole member, for
U.S. federal income tax purposes. Please read “Material U.S. Federal Income Tax
Consequences” in the accompanying prospectus.

Yes; please read “ERISA Considerations” in the accompanying prospectus.
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Payment dates and interest accrual:

Expected settlement:

Risk factors:

Semi-annually, [ 11%and [ 1 1%, and on the final maturity
date, or, if any such day is not a business day, the following business day. Interest
will be calculated on a 30/360 basis. The first scheduled payment date is

, 2010.

, 2009, settling flat. DTC, Clearstream and Euroclear.

You should consider carefully the risk factors beginning on page 13 of the
accompanying prospectus before you invest in the Transition Bonds.
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THE BONDS

We will issue the Transition Bonds and secure their payment under an indenture that we will enter into with
The Bank of New York Mellon, as trustee, referred to in this prospectus supplement and the accompanying
prospectus as the trustee. We will issue the Transition Bonds in minimum denominations of $100,000 and in
integral multiples of $1,000, except that we may issue one bond in each tranche in a smaller denomination. The
expected average life in years, initial principal amount, scheduled final payment date, final maturity date and interest
rate for each tranche of the Transition Bonds are stated in the table below.

Expected
Average Life Principal Amount Scheduled Final Final
Tranche (Years) Issued Payment Date Maturity Date Interest Rate

The scheduled final payment date for each tranche of the Transition Bonds is the date when the outstanding
principal balance of that tranche will be reduced to zero if we make payments according to the expected
amortization schedule for that tranche. The final maturity date for each tranche of Transition Bonds is the date when
we are required to pay the entire remaining unpaid principal balance, if any, of all outstanding Transition Bonds of
that tranche. The failure to pay principal of any tranche of Transition Bonds by the final maturity date for that
tranche is an event of default under the indenture, but the failure to pay principal of any tranche of Transition Bonds
by the respective scheduled final payment date will not be an event of default under the indenture. Please read
“Description of the Transition Bonds—Interest and Principal on the Transition Bonds” and “—Events of Default;
Rights Upon Event of Default” in the accompanying prospectus.

The Collateral

The Transition Bonds will be secured under the indenture by all of our assets relating to the Transition
Bonds. The principal asset pledged will be the transition property relating to the Transition Bonds, which is a
present property right created under the Financing Act enacted by the Texas legislature in April 2009 and by the
financing order issued by the Texas commission on September 11, 2009, referred to in this prospectus supplement as
the financing order. The collateral also consists of:

e our rights under the sale agreement pursuant to which we will acquire the transition property, under the
administration agreement and under all bills of sale delivered by Entergy Texas pursuant to the sale
agreement,

e our rights under the PUCT guaranteed true-up mechanism,

e our rights under the servicing agreement and any subservicing, agency, intercreditor or collection
agreements executed in connection with the servicing agreement,

e the collection account for the Transition Bonds and all subaccounts of the collection account,

e our rights in all deposits, guarantees, surety bonds, letters of credit and other forms of credit support
provided by or on behalf of retail electric providers (if retail competition is ever introduced into
Entergy Texas’ service territory) pursuant to the financing order or any tariff,

o all of our other property related to the Transition Bonds, other than any cash released to us by the
trustee on any payment date from earnings on amounts in the capital subaccount,

o all present and future claims, demands, causes and choses in action in respect of any or all of the
foregoing, and

e all payments on or under and all proceeds in respect of any or all of the foregoing.

Please read “Security for the Transition Bonds” in the accompanying prospectus.



The Transition Property

In general terms, all of the rights and interests of Entergy Texas that relate to the Transition Bonds under
the financing order, upon transfer to us pursuant to the sale agreement, are referred to in this prospectus supplement
and the accompanying prospectus as the transition property. The transition property includes the right to impose,
collect and receive, through the transition charges payable by retail electric customers within Entergy Texas’ service
territory which continue to consume electricity that is delivered through the distribution system (or under certain
circumstances is produced in new on-site generation without the use of the distribution system), an amount sufficient
to pay principal and interest and to make other deposits in connection with the Transition Bonds. During the twelve
months ended December 31, 2008, approximately 38.3% of Entergy Texas’ total retail electric deliveries in its
service territory were to industrial customers, 26.3% were to commercial customers, 33.8% were to residential
customers and 1.6% were to government and municipal customers. During the six months ended June 30, 2009,
approximately 38.2% of Entergy Texas’ total retail electric deliveries in its service territory were to industrial
customers, 27.1% were to commercial customers, 33.0% were to residential customers and 1.7% were to
government and municipal customers.

We will purchase the transition property from Entergy Texas. The transition property is not a receivable,
and the principal collateral securing the Transition Bonds is not a pool of receivables. Transition charges authorized
in the financing order that relate to the Transition Bonds are irrevocable and not subject to reduction, impairment, or
adjustment by further action of the Texas commission, except for annual and interim true-up adjustments to correct
overcollections or undercollections and to provide the expected recovery of amounts sufficient to timely provide all
payments of debt service and other required amounts and charges in connection with the Transition Bonds. Please
read “Credit Enhancement—PUCT Guaranteed True-Up Mechanism for Payment of Scheduled Principal and
Interest” in this prospectus supplement. All revenues and collections resulting from transition charges provided for
in the financing order that relate to the Transition Bonds are part of the transition property.

The transition property relating to the Transition Bonds is described in more detail under “The Sale
Agreement—Sale and Assignment of the Transition Property” in the accompanying prospectus.

The servicer will bill and collect transition charges allocable to the Transition Bonds from retail electric
customers and will remit the collections to the trustee. If the current provisions of PURA remain unchanged and
Entergy Texas remains a member of SERC, it is possible, but not likely, that there will be any competing retail
electric providers within the term that these transition bonds are outstanding. If retail competition is ever introduced
into Entergy Texas’ service territory, then “retail electric providers,” which are entities certified under state law that
provide electricity and related services to retail electric customers, will collect the transition charges from retail
electric customers. In such event, the servicer would then bill and collect transition charges from the retail electric
providers and then remit the collections to the trustee. Please read “The Texas Electricity Market Restructuring Plan
— Entergy Texas’ Service Territory Could Experience Deregulation in the Future” and “Future Retail Electric
Providers” in the accompanying prospectus.

Entergy Texas and any future retail electric provider will include the transition charges in their bills to their
retail electric customers but are not required to show the transition charges as a separate line item or footnote.
However, Entergy Texas and any future retail electric provider will be required to provide annual written notice to
their customers that transition charges have been included in their customers’ bills. Prior to the date on which
Entergy Texas or any future retail electric provider remits the transition charges to the servicer, the transition
charges may be commingled with Entergy Texas’ or any retail electric provider’s other funds, although Entergy
Texas must remit estimated collections daily and within two business days of the expected date of receipt. Please
read “Risk Factors—Risks Associated With Potential Bankruptcy Proceedings of Future Retail Electric Providers if
Retail Competition is Introduced”, “The Texas Electricity Market Restructuring Plan — Entergy Texas’ Service
Territory Could Experience Deregulation in the Future” and “Future Retail Electric Providers” in the accompanying
prospectus.

For information on how electric service to retail electric customers may be terminated, please read “Risk
Factors—Servicing Risks—Limits on rights to terminate service might make it more difficult to collect the transition
charges” in the accompanying prospectus. Because the amount of transition charge collections will depend largely
on the amount of electricity consumed by customers within Entergy Texas’ service territory, the amount of
collections may vary substantially from year to year. Please read “The Seller, Initial Servicer and Sponsor” in the
accompanying prospectus.



Under the Financing Act and the indenture, the trustee or the holders of the Transition Bonds have the right
to foreclose or otherwise enforce the lien on the transition property. However, in the event of foreclosure, there is
likely to be a limited market, if any, for the transition property. Therefore, foreclosure might not be a realistic or
practical remedy. Please read “Risk Factors—Risks Associated with the Unusual Nature of the Transition
Property—Foreclosure of the trustee’s lien on the transition property securing the transition bonds might not be
practical, and acceleration of the transition bonds before maturity might have little practical effect” in the
accompanying prospectus.

Financing Order

On September 11, 2009, the Texas commission issued the financing order relating to the Transition Bonds
to Entergy Texas. The financing order authorizes Entergy Texas to securitize and cause to be issued transition
bonds in one or more tranches, with the aggregate principal amount consisting of: (i) $539,881,826 in system
restoration costs (including carrying costs through October 26, 2009, which was the expected issuance date of the
Transition Bonds used in the financing order), plus (ii) up-front qualified costs, plus or minus (iii) carrying costs for
the number of days, as applicable, either greater or less than assumed in the calculation based on the projected
issuance date for the Transition Bonds of October 26, 2009. The financing order became final and non-appealable on
September 28, 2009. The amount actually securitized is subject to adjustment in the issuance advice letter to be
provided by Entergy Texas to the Texas commission prior to issuance of the Transition Bonds to reflect updated
upfront qualified costs and carrying costs. The financing order also authorizes transition charges in amounts
sufficient to recover the principal and interest on the Transition Bonds plus an additional amount of ongoing
qualified costs. The Texas commission guarantees that it will take specific actions pursuant to the irrevocable
financing order as expressly authorized by the Financing Act to ensure that expected transition charge revenues are
sufficient to timely pay scheduled principal and interest on the Transition Bonds. The financing order provides that
the true-up mechanism and all other obligations of the State of Texas and the Texas commission set forth in the
financing order are direct, explicit, irrevocable and unconditional upon issuance of the Transition Bonds, and are
legally enforceable against the State of Texas and the Texas commission. Please read “Entergy Texas’ Financing
Order” in the accompanying prospectus.

Payment and Record Dates and Payment Sources

Beginning , 2010, we will make payments on the Transition Bonds semi-annually on
1% and [ | 1% of each year, and on the final maturity date, or, if any such day is not a

business day, the following business day (each, a payment date). So long as the Transition Bonds are in book-entry
form, on each payment date, we will make interest and principal payments to the persons who are the holders of
record as of the business day immediately prior to that payment date, which is referred to as the “record date.” If we
issue certificated Transition Bonds to beneficial owners of the Transition Bonds, the record date will be the last
business day of the calendar month immediately preceding the payment date. On each payment date, we will pay
amounts on outstanding Transition Bonds from amounts available in the collection account and the related
subaccounts held by the trustee in the priority set forth under “Credit Enhancement—How Funds in the Collection
Account Will Be Allocated” in this prospectus supplement. These available amounts, which will include amounts
collected by the servicer for us with respect to the transition charges, are described in greater detail under “Security
for the Transition Bonds—How Funds in the Collection Account Will Be Allocated” and “The Servicing
Agreement—Remittances to Collection Account” in the accompanying prospectus.

Principal Payments

On each payment date, we will pay principal of the Transition Bonds to the bondholders equal to the sum,
without duplication, of:

e the unpaid principal amount of any Transition Bond whose final maturity date is on that payment date,
plus

e the unpaid principal amount of any Transition Bond upon acceleration following an event of default
relating to the Transition Bonds, plus

e any overdue payments of principal, plus
e any unpaid and previously scheduled payments of principal, plus

o the principal scheduled to be paid on any Transition Bond on that payment date,
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but only to the extent funds are available in the collection account (including all applicable subaccounts) after
payment of certain of our fees and expenses and after payment of interest as described below under “—Interest
Payments.” To the extent funds are so available, we will make scheduled payments of principal of the Transition
Bonds in the following order:

[1. tothe holders of the tranche A-1 Transition Bonds, until the principal balance of that tranche has been
reduced to zero,

2. tothe holders of the tranche A-2 Transition Bonds, until the principal balance of that tranche has been
reduced to zero, and

3. tothe holders of the tranche A-3 Transition Bonds, until the principal balance of that tranche has been
reduced to zero.]

However, we will not pay principal of any tranche of Transition Bonds on any payment date if making the
payment would reduce the principal balance of that tranche to an amount lower than the amount specified in the
expected amortization schedule below for that tranche on that payment date. Any excess funds remaining in the
collection account after payment of principal, interest, applicable fees and expenses and payments to the applicable
subaccounts of the collection account will be retained in the excess funds subaccount until applied on a subsequent
payment date. The entire unpaid principal balance of each tranche of the Transition Bonds will be due and payable
on the final maturity date for the tranche.

If an event of default under the indenture has occurred and is continuing, the trustee or the holders of a
majority in principal amount of the transition bonds then outstanding may declare the unpaid principal balance of the
transition bonds, together with accrued interest thereon, to be due and payable. However, the nature of our business
will result in payment of principal upon an acceleration of the Transition Bonds being made as funds become
available. Please read “Risk Factors—Risks Associated With the Unusual Nature of the Transition Property—
Foreclosure of the trustee’s lien on the transition property securing the transition bonds might not be practical, and
acceleration of the transition bonds before maturity might have little practical effect” and “Risk Factors —You may
experience material payment delays or incur a loss on your investment in the transition bonds because the source of
funds for payment is limited” in the accompanying prospectus. If there is a shortfall in the amounts available to
make principal payments on transition bonds that are due and payable, including upon an acceleration following an
event of default under the indenture, the trustee will distribute principal from the collection account pro rata to each
tranche of transition bonds based on the principal amount then due and payable on the payment date; and if there is a
shortfall in the remaining amounts available to make principal payments on transition bonds that are scheduled to be
paid, the trustee will distribute principal from the collection account pro rata to each tranche of transition bonds
based on the principal amount then scheduled to be paid on the payment date.

The expected sinking fund schedule below sets forth the corresponding principal payment that is scheduled
to be made on each payment date for each tranche of the Transition Bonds from the issuance date to the scheduled
final payment date. Similarly, the expected amortization schedule below sets forth the principal balance that is
scheduled to remain outstanding on each payment date for each tranche of the Transition Bonds from the issuance
date to the scheduled final payment date.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



EXPECTED SINKING FUND SCHEDULE*

Tranche [A-1] Tranche [A-2] Tranche [A-3]
Semi-Annual Principal Principal Principal

Payment Date Repayment Repayment Repayment
Initial Tranche Balance

*Dollar amounts in the schedule are rounded to the nearest dollar.

We cannot assure you that the principal balance of any tranche of the Transition Bonds will be reduced at
the rate indicated in the table above. The actual reduction in tranche principal balances may occur more slowly. The
actual reduction in tranche principal balances will not occur more quickly than indicated in the above table, except
in the case of acceleration due to an event of default under the indenture. The Transition Bonds will not be in default

if principal is not paid as specified in the schedule above unless the principal of any tranche is not paid in full on or
before the final maturity date of that tranche.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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EXPECTED AMORTIZATION SCHEDULE*

Outstanding Principal Balance Per Tranche

Semi-Annual Tranche [A-1]  Tranche [A-2]  Tranche [A-3]
Payment Date Balance Balance Balance
Closing Date

*Dollar amounts in the schedule are rounded to the nearest dollar.

On each payment date, the trustee will make principal payments to the extent the principal balance of each
tranche of the Transition Bonds exceeds the amount indicated for that payment date in the table above and to the
extent of funds available in the collection account after payment of certain of our fees and expenses and after
payment of interest.

Weighted Average Life Sensitivity

Weighted average life refers to the average amount of time from the date of issuance of a security until
each dollar of principal of the security has been repaid to the investor. The rate of principal payments on each
tranche of Transition Bonds, the aggregate amount of each interest payment on each tranche of Transition Bonds
and the actual final payment date of each tranche of Transition Bonds will depend on the timing of the servicer’s
receipt of transition charges from retail electric consumers and, possibly but unlikely in the future, retail electric
providers. Please read “Weighted Average Life and Yield Considerations for the Transition Bonds” in the
accompanying prospectus for further information. Changes in the expected weighted average lives of the tranches of
the Transition Bonds in relation to variances in actual energy consumption levels (retail electric sales) from forecast



levels are shown below. Severe stress cases on electricity consumption result in no measurable changes in the
weighted average lives of each tranche.

Weighted Average Life Sensitivity

Expected WAL

Weighted -5% -15%

Avg. Life (1.41 Standard Deviations from Mean) (6.03 Standard Deviations from Mean)

(“WAL") WAL Change WAL Change
Tranche (yrs) (yrs) (days)* (yrs) (days)*

*  Number is rounded to whole days.

Assumptions

[For the purposes of preparing the above chart, the following assumptions, among others, have been made:
(i) the forecast error stays constant over the life of the Transition Bonds and is equal to an overestimate of electricity
consumption of 5.0% (1.41 standard deviations from mean) or 15% (6.03 standard deviations from mean) and
(ii) the Servicer makes timely and accurate filings to true-up the transition charges semi-annually. There can be no
assurance that the weighted average lives of the Transition Bonds will be as shown.]

Fees and Expenses

As set forth in the table below, we are obligated to pay fees to the servicer, the trustee, our independent
manager and Entergy Texas as administrator. The following table illustrates this arrangement.

Recipient Source of Payment Fees and Expenses Payable

Servicer Transition charge collections and $290,000 per annum (so long as
investment earnings. servicer is Entergy Texas or an

affiliate), plus expenses

Trustee Transition charge collections and Approximately $5,150 per annum,
investment earnings. plus expenses

Independent Manager Transition charge collections and $5,000 per annum, plus expenses
investment earnings.

Administration Fee Transition charge collections and $100,000 per annum, plus expenses
investment earnings.

If a servicer not affiliated with Entergy Texas is appointed, the servicing fee will be negotiated by the successor
servicer and us; however, the Texas commission must approve the appointment of any replacement servicer, and the
annual servicing fee may not exceed 0.60% of the aggregate initial principal amount of all outstanding transition
bonds without the approval of the Texas commission and the satisfaction of the rating agency condition.

The transition charges will also be used by the trustee for the payment of our other ordinary periodic operating
expenses relating to the Transition Bonds, such as accounting and audit fees, rating agency fees, legal fees and
certain reimbursable costs of the servicer under the servicing agreement.

Distribution Following Acceleration

Upon an acceleration of the maturity of the Transition Bonds, the total outstanding principal balance of and
interest accrued on the Transition Bonds will be payable, without priority of interest over principal or principal over
interest and without regard to tranche. Although principal will be due and payable upon acceleration, the nature of
our business will result in principal being paid as funds become available. Please read “Risk Factors—Risks
Associated with the Unusual Nature of the Transition Property—Foreclosure of the trustee’s lien on the transition
property securing the transition bonds might not be practical, and acceleration of the transition bonds before
maturity might have little practical effect” and “Risk Factors—You may experience material payment delays or
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incur a loss on your investment in the transition bonds because the source of funds for payment is limited” in the
accompanying prospectus.

Interest Payments

Holders of transition bonds in each tranche of Transition Bonds will receive interest at the rate for that
tranche as set forth in the table on page [S-8] of this prospectus supplement.

Interest on each tranche of Transition Bonds will accrue from and including the date of issuance to but
excluding the first payment date, and thereafter from and including the previous payment date to but excluding the
applicable payment date until the Transition Bonds have been paid in full, at the interest rate indicated in the table
on page [S-8] of this prospectus supplement. Each of those periods is referred to as an “interest accrual period.” On
each payment date, we will pay interest on each tranche of the Transition Bonds equal to the following amounts:

o if there has been a payment default, any interest payable but unpaid on any prior payment date,
together with interest on such unpaid interest, if any, and

e accrued interest on the principal balance of each tranche of the Transition Bonds as of the close of
business on the preceding payment date, or the date of the original issuance of the Transition Bonds,
after giving effect to all payments of principal made on the preceding payment date, if any.

We will pay interest on the Transition Bonds before we pay principal on the Transition Bonds. Please read
“Description of the Transition Bonds—Interest and Principal on the Transition Bonds” in the accompanying
prospectus. If there is a shortfall in the amounts available in the collection account to make interest payments on the
Transition Bonds, the trustee will distribute interest pro rata to each tranche of Transition Bonds based on the
amount of interest payable on each such outstanding tranche. Please read “Credit Enhancement—Collection
Account and Subaccounts” in this prospectus supplement. We will calculate interest on tranches of the Transition
Bonds on the basis of a 360-day year of twelve 30-day months.

Optional Redemption

We may not voluntarily redeem any tranche of the Transition Bonds prior to the scheduled final payment
date for such tranche.

THE TRUSTEE

The Bank of New York Mellon is a New York banking corporation. The Bank of New York Mellon has
acted as indenture trustee on numerous asset-backed securities transactions involving pools of utility company
receivables that are structurally similar to the transition charges, including the prior transition bonds.

CREDIT ENHANCEMENT

Credit enhancement for the Transition Bonds is intended to protect you against losses or delays in
scheduled payments on your Transition Bonds. Please read “Risk Factors—You may experience material payment
delays or incur a loss on your investment in the transition bonds because the source of funds for payment is limited”
in the accompanying prospectus.

PUCT Guaranteed True-Up Mechanism for Payment of Scheduled Principal and Interest

The Financing Act mandates and the irrevocable financing order guarantees that transition charges on all
retail electric customers will be adjusted at least annually to ensure the expected recovery of amounts sufficient to
provide timely payment of scheduled principal and interest on the Transition Bonds. Additionally, transition charges
are required to be adjusted semi-annually under the servicing agreement if necessary to ensure the expected recovery
of amounts sufficient to timely provide all payments of debt service and other required amounts and charges in
connection with the Transition Bonds. In the irrevocable financing order, the Texas commission guarantees that it
will take specific action pursuant to the financing order as expressly authorized by the Financing Act.

There is no “cap” on the level of transition charges that may be imposed on consumers of electricity to pay
on a timely basis scheduled principal and interest on the Transition Bonds. Through the true-up mechanism, all
retail electric customers cross share in the liabilities of all other retail electric customers for the payment of
transition charges.



The financing order provides that the true-up mechanism and all other obligations of the State of Texas and
the Texas commission set forth in the financing order are direct, explicit, irrevocable and unconditional upon
issuance of the Transition Bonds, and are legally enforceable against the State of Texas and the Texas commission.
Please read “The Transition Charges” below and “Entergy Texas’ Financing Order” and “The Servicing
Agreement—The PUCT Guaranteed Transition Charge Adjustment Process” in the accompanying prospectus.

Collection Account and Subaccounts

We will establish a collection account for the Transition Bonds, to be held by the trustee, to hold the capital
contribution from Entergy Texas and estimated transition charges daily remitted to the trustee by the servicer. The
collection account will consist of various subaccounts, including the following:

e the general subaccount,
e the excess funds subaccount, and
e the capital subaccount.

For administrative purposes, the subaccounts may, but need not, be established as separate accounts which
will be recognized individually as subaccounts and collectively as the collection account. Withdrawals from and
deposits to these subaccounts will be made as described below in this prospectus supplement and under “Security for
the Transition Bonds—Description of Indenture Accounts” and “—How Funds in the Collection Account Will Be
Allocated” in the accompanying prospectus.

The General Subaccount. The trustee will deposit collected transition charges remitted to it by the servicer
with respect to the Transition Bonds into the general subaccount. On each payment date, the trustee will allocate
amounts in the general subaccount as described under “—How Funds in the Collection Account Will Be Allocated”
below.

The Excess Funds Subaccount. The excess funds subaccount will be funded with collected transition
charges and earnings on amounts in the collection account, other than earnings on amounts allocated to the capital
subaccount, in excess of the amount necessary to pay on any payment date:

o fees and expenses, including any indemnity payments, of the trustee, our independent manager(s), the
servicer and the administrator and other fees, expenses, costs and charges,

e principal and interest payments on the Transition Bonds required to be paid or scheduled to be paid on
that payment date, and

e any amount required to replenish any amounts drawn from the capital subaccount.

The periodic adjustments of the transition charges will be calculated to eliminate any amounts held in the
excess funds subaccount. These adjustments generally will occur annually but will occur semi-annually if the
servicer forecasts that transition charge collections during the next semi-annual payment period will be insufficient
to make all scheduled payments of principal, interest and other amounts in respect of the Transition Bonds and to
replenish the capital subaccount to its required level. Under additional limited circumstances, these adjustments may
occur more frequently, but not more frequently than every six months during the first thirteen years the transition
charges are collected in respect of the Transition Bonds and every three months during the thirteenth and fourteenth
years.

If amounts available in the general subaccount are not sufficient to pay the fees and expenses due on any
payment date, to make required or scheduled payments to the bondholders and to replenish any amounts drawn from
the capital subaccount, the trustee will first draw on any amounts in the excess funds subaccount to make those
payments.

The Capital Subaccount. On the date we issue the Transition Bonds, Entergy Texas will deposit
$ into the capital subaccount as a capital contribution to us, which is equal to 0.5% of the initial
outstanding principal balance of the Transition Bonds. The capital contribution has been set at a level sufficient to
obtain the ratings on the Transition Bonds described in “Ratings for the Transition Bonds” in the accompanying
prospectus. If amounts available in the general subaccount and the excess funds subaccount are not sufficient to
make required or scheduled payments to the bondholders and to pay the fees and expenses specified in the indenture
due on any payment date, the trustee will draw on amounts in the capital subaccount to make those payments.
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How Funds in the Collection Account Will Be Allocated

Amounts remitted by the servicer to the trustee with respect to the Transition Bonds, including any
indemnity amounts, and all investment earnings on amounts in the subaccounts in the collection account will be
deposited into the general subaccount of the collection account.

On each payment date, the trustee will allocate or pay all amounts on deposit in the general subaccount of
the collection account for the Transition Bonds in the following priority:

1. payment of the trustee’s fees, expenses and any outstanding indemnity amounts, not to exceed
$1,000,000 in any 12-month period;
2. payment of the servicing fee relating to the Transition Bonds described in the table on page [S-14]

of this prospectus supplement, plus any unpaid servicing fees from prior payment dates,

3. payment of the administration fee and of the fees of our independent manager(s), each as
described in the table on page [S-14] of this prospectus supplement in each case with any unpaid
administration or management fees from prior payment dates,

4, payment of all of our other ordinary periodic operating expenses relating to the Transition Bonds,
such as accounting and audit fees, rating agency fees, legal fees and certain reimbursable costs of
the servicer under the servicing agreement,

5. payment of the interest then due on the Transition Bonds, including any past-due interest,

6. payment of the principal then required to be paid on the Transition Bonds as a result of
acceleration upon an event of default or at final maturity,

7. payment of the principal then scheduled to be paid on the Transition Bonds in accordance with the
expected sinking fund schedule set forth on page [S-__] of this prospectus supplement, including
any previously unpaid scheduled principal,

8. payment of any of our remaining unpaid operating expenses and any remaining amounts owed
pursuant to the basic documents, including all remaining indemnity amounts owed to the trustee,

9. replenishment of any amounts drawn from the capital subaccount,

10. if there is a positive balance after making the foregoing allocations, so long as no event of default

has occurred and is continuing, release to us of an amount not to exceed the lesser of any
remaining balance and the investment earnings on amounts in the capital subaccount,

11. allocation of the remainder, if any, to the excess funds subaccount, and

12. after the Transition Bonds have been paid in full and discharged, the balance, together with all
amounts in the capital subaccount and the excess funds subaccount, to us free and clear of the lien
of the indenture.

If, on any payment date, funds in the general subaccount are insufficient to make the allocations or
payments contemplated by clauses 1 through 9 of the first paragraph of this subsection, the trustee will draw from
amounts on deposit in the following subaccounts in the following order up to the amount of the shortfall:

1. from the excess funds subaccount for allocations and payments contemplated in clauses 1 through
9, and
2. from the capital subaccount for allocations and payments contemplated in clauses 1 through 8.

If, on any payment date, available collections of transition charges allocable to the Transition Bonds,
together with available amounts in the related subaccounts, are not sufficient to pay interest due on all outstanding
Transition Bonds on that payment date, amounts available will be allocated pro rata based on the amount of interest
payable on each tranche of the Transition Bonds. If, on any payment date, remaining collections of transition
charges allocable to the Transition Bonds, together with available amounts in the subaccounts, are not sufficient to
pay principal due and payable on all outstanding Transition Bonds on that payment date, amounts available will be
allocated pro rata based on the principal amount of each tranche then due and payable. If, on any payment date,
remaining collections of transition charges allocable to the Transition Bonds, together with available amounts in the



subaccounts, are not sufficient to pay principal scheduled to be paid on all outstanding Transition Bonds, amounts
available will be allocated sequentially to each tranche then scheduled to be paid on the payment date. If the trustee
uses amounts on deposit in the capital subaccount to pay those amounts or make those transfers, as the case may be,
subsequent adjustments to the related transition charges will take into account, among other things, the need to
replenish those amounts.

Retail Electric Provider Deposits and Other Credit Support

There are no retail electric providers currently operating in Entergy Texas’ service territory. If the current
provisions of PURA remain unchanged and Entergy Texas remains a member of SERC, it is possible, but not likely,
that there will be any competing retail electric providers within the term that the transition bonds are outstanding.
However, if retail competition is introduced into its service territory, retail electric providers may begin to operate in
Entergy Texas’ service territory during the term in which the Transition Bonds are outstanding. Pursuant to the
financing order, any future retail electric provider in Entergy Texas’ service territory is obligated to collect and remit
transition charges to the servicer as described under “Future Retail Electric Providers” in the accompanying
prospectus. Please read “The Texas Electricity Market Restructuring Plan—Entergy Texas’ Service Territory Could
Experience Deregulation in the Future”, “Future Retail Electric Providers—Credit Practices, Policies and
Procedures of Retail Electric Providers—Rating, Deposit and Related Requirements,” “—Remedies Upon Default”
and “Risk Factors—Risks Associated With Potential Bankruptcy Proceedings of Future Retail Electric Providers if
Retail Competition is Introduced” in the accompanying prospectus.

THE TRANSITION CHARGES

Beginning on the date we issue the Transition Bonds, the initial transition charges listed in the table below
will be imposed on retail electric customers in each transition charge customer class at the applicable rate for the
class determined pursuant to the financing order. The servicer will remit estimated transition charges to the trustee
beginning [___] days after the issuance of the Transition Bonds. These transition charges may be adjusted annually,
or more frequently under certain circumstances, by the servicer in accordance with its filings with the Texas
commission. Please read “Description of the Transition Property—Creation of Transition Property; Financing
Order” in the accompanying prospectus.

Initial Transition Charges

Initial

Transition charge Customer Class Transition charge Rate
RESIAENTIAL ...ttt e s be et are e $ per kWh
SMAll GENETAl SEIVICE ....veiviiiiiiciie et be e be e te e $ per KWh
GENEIAI SEIVICE ....iiviiviiie ettt ettt et e s testeete e b e s beateebeeaesreare s $ per kWh
Large GENEIAl SEIVICE .....uviiiveiiieiiieiiie s sieesieesee st e ae st et estae st e staestaestaesteesraesreearaeareens $ per KWh
Large INAUSErial POWEN SEIVICE ......civiiiiiieiie e sie e see s e eesee s e staestaestaesraesraesreeareens $ per kW

Standby and MaiNtENANCE SEIVICE........c.uiiiiiiiiiie ittt $ per kW

Experimental Economic As-Available POWEr SEIVICE........c..coviviviiviiiiiiiie e $ per KWh
Street and OULAOOr LIGNTING .....veeeiiieiiieiiii it $ per KWh



UNDERWRITING THE BONDS

Subject to the terms and conditions in the underwriting agreement among us, Entergy Texas and the
underwriters, for whom Morgan Stanley & Co. Incorporated and Citigroup Global Markets Inc. are acting as
representatives, we have agreed to sell to the underwriters, and the underwriters have severally agreed to purchase,
the principal amount of the Transition Bonds listed opposite each underwriter’s name below:

Underwriter [Tranche A-1] [Tranche A-2]  [Tranche A-3]

Morgan Stanley & Co. Incorporated .. $ $ $
Citigroup Global Markets Inc. ...........
Goldman, Sachs & CO. .....cccovevevrenne.
RBS Securities INC..........cccovvvevenennnn.
Loop Capital Markets, LLC ...............

Total $ $ $

Under the underwriting agreement, the underwriters will take and pay for all of the Transition Bonds we
offer, if any are taken. If an underwriter defaults, the underwriting agreement provides that the purchase
commitments of the non-defaulting underwriters may be increased or the underwriting agreement may be
terminated.

The Underwriters’ Sales Price for the Bonds

The Transition Bonds sold by the underwriters to the public will be initially offered at the prices to the
public set forth on the cover of this prospectus supplement. The underwriters propose initially to offer the Transition
Bonds to dealers at such prices, less a selling concession not to exceed the percentage listed below for each tranche.
The underwriters may allow, and dealers may reallow, a discount not to exceed the percentage listed below for each
tranche.

Selling Concession Reallowance Discount

[Tranche A-1
Tranche A-2
Tranche A-3]

After the initial public offering, the public offering prices, selling concessions and reallowance discounts
may change.

No Assurance as to Resale Price or Resale Liquidity for the Bonds

The Transition Bonds are a new issue of securities with no established trading market. They will not be
listed on any securities exchange. The underwriters have advised us that they intend to make a market in the
Transition Bonds, but they are not obligated to do so and may discontinue market making at any time without notice.
We cannot assure you that a liquid trading market will develop for the Transition Bonds.

Various Types of Underwriter Transactions That May Affect the Price of the Bonds

The underwriters may engage in overallotment transactions, stabilizing transactions, syndicate covering
transactions and penalty bids with respect to the Transition Bonds in accordance with Regulation M under the
Securities Exchange Act of 1934. Overallotment transactions involve syndicate sales in excess of the offering size,
which create a syndicate short position. Stabilizing transactions are bids to purchase the Transition Bonds, which are
permitted, so long as the stabilizing bids do not exceed a specific maximum price. Syndicate covering transactions
involve purchases of the Transition Bonds in the open market after the distribution has been completed in order to
cover syndicate short positions. Penalty bids permit the underwriters to reclaim a selling concession from a
syndicate member when the Transition Bonds originally sold by the syndicate member are purchased in a syndicate
covering transaction. These overallotment transactions, stabilizing transactions, syndicate covering transactions and
penalty bids may cause the prices of the Transition Bonds to be higher than they would otherwise be. Neither we,
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Entergy Texas, the trustee, our managers nor any of the underwriters represent that the underwriters will engage in
any of these transactions or that these transactions, if commenced, will not be discontinued without notice at any
time.

Certain of the underwriters and their affiliates have in the past provided, and may in the future from time to
time provide, investment banking and general financing and banking services to Entergy Texas and its affiliates for
which they have in the past received, and in the future may receive, customary fees. Morgan Stanley & Co.
Incorporated, as financial advisor, has rendered certain financial advisory/structuring services to us and will receive
an aggregate fee of 3| | for such services, which is included in the expenses estimate below. In
addition, each underwriter may from time to time take positions in the Transition Bonds.

We estimate that the total expenses of the offering to be paid from the proceeds of the sale of the Transition

Bonds will be ] .

We and Entergy Texas have agreed to indemnify the underwriters against certain liabilities, including
liabilities under the Securities Act of 1933, or to contribute to payments the underwriters may be required to make in
respect of those liabilities.

The underwriters are offering the Transition Bonds, subject to prior sale, when, as and if issued to and
accepted by them, subject to approval of legal matters, including the validity of the Transition Bonds and other
conditions contained in the underwriting agreement, such as receipt of ratings confirmations, officers’ certificates
and legal opinions. The underwriters reserve the right to withdraw, cancel or modify offers to the public and to
reject offers in whole or in part.

MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

In the opinion of Sidley Austin LLP, tax counsel to us and to Entergy Texas, interest paid on the Transition
Bonds generally will be taxable to a U.S. Holder as ordinary interest income at the time it accrues or is received in
accordance with the U.S. Holder’s method of accounting for U.S. federal income tax purposes. Sidley Austin LLP
has also issued an opinion, based on Revenue Procedure 2005-62, 2005-2 CB 507, that, for U.S. federal income tax
purposes (1) we will not be treated as a taxable entity separate and apart from Entergy Texas, our sole member, and
(2) the Transition Bonds will be treated as debt of Entergy Texas. Each beneficial owner of a bond, by acquiring a
beneficial interest, agrees to treat such bond as debt of Entergy Texas, our sole member, for U.S. federal income tax
purposes unless otherwise required by appropriate taxing authorities. Please read “Material U.S. Federal Income Tax
Consequences” in the accompanying prospectus.

WHERE YOU CAN FIND MORE INFORMATION

We are incorporating into this prospectus supplement any future filing, which we or Entergy Texas, but
solely in its capacity as our sponsor, make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange
Act (excluding any annual reports on Form 10-K). These reports will be filed under our own name as issuing entity.
Please read “Where You Can Find More Information” in the accompanying prospectus.

LEGAL PROCEEDINGS

There are no legal or governmental proceedings pending against us, the sponsor, seller, trustee or servicer,
or of which any property of the foregoing is subject, that is material to the holders of the Transition Bonds.

LEGAL MATTERS

Certain legal matters relating to the Transition Bonds, including certain U.S. federal income tax matters,
will be passed on by Sidley Austin LLP, counsel to Entergy Texas and the issuing entity, by Richards, Layton &
Finger, P.A., special Delaware counsel to the issuing entity, by Clark, Thomas & Winters, a Professional
Corporation, Austin, Texas, regulatory Texas counsel to Entergy Texas and the issuing entity, and by Pillsbury
Winthrop Shaw Pittman LLP, counsel to the underwriters. Pillsbury Winthrop Shaw Pittman LLP regularly
represents affiliates of Entergy Texas in connection with various legal matters not relating to the offering of the
Transition Bonds.
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OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS

NOTICE TO RESIDENTS OF SINGAPORE

EACH UNDERWRITER ACKNOWLEDGES THAT THIS PRELIMINARY TERM SHEET HAS NOT BEEN
REGISTERED AS A PROSPECTUS WITH THE MONETARY AUTHORITY OF SINGAPORE. ACCORDINGLY, EACH
UNDERWRITER REPRESENTS, WARRANTS AND AGREES THAT IT HAS NOT OFFERED OR SOLD ANY BONDS OR
CAUSED THE BONDS TO BE MADE THE SUBJECT OF AN INVITATION FOR SUBSCRIPTION OR PURCHASE, AND
WILL NOT OFFER OR SELL ANY BONDS OR CAUSE THE BONDS TO BE MADE THE SUBJECT OF AN INVITATION
FOR SUBSCRIPTION OR PURCHASE, AND HAS NOT CIRCULATED OR DISTRIBUTED, NOR WILL IT CIRCULATE
OR DISTRIBUTE THIS PRELIMINARY TERM SHEET OR ANY OTHER DOCUMENT OR MATERIAL IN
CONNECTION WITH THE OFFER OR SALE, OR INVITATION FOR SUBSCRIPTION OR PURCHASE, OF BONDS,
WHETHER DIRECTLY OR INDIRECTLY, TO PERSONS IN SINGAPORE OTHER THAN (I) TO AN INSTITUTIONAL
INVESTOR UNDER SECTION 274 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289 OF SINGAPORE (THE
“SFA”) OR (ll) TO A RELEVANT PERSON, OR ANY PERSON PURSUANT TO SECTION 275(1)(A) OF THE SFA AND
IN ACCORDANCE WITH THE CONDITIONS SPECIFIED IN SECTION 275 OF THE SFA OR (lIl) OTHERWISE
PURSUANT TO, AND IN ACCORDANCE WITH THE CONDITIONS OF, ANY OTHER APPLICABLE PROVISION OF
THE SFA.

WHERE THE BONDS ARE SUBSCRIBED OR PURCHASED UNDER SECTION 275 BY A RELEVANT
PERSON WHICH IS:

(A) A CORPORATION (WHICH IS NOT AN ACCREDITED INVESTOR (AS DEFINED IN SECTION 4A
OF THE SFA)) THE SOLE BUSINESS OF WHICH IS TO HOLD INVESTMENTS AND THE ENTIRE SHARE CAPITAL
OF WHICH IS OWNED BY ONE OR MORE INDIVIDUALS, EACH OF WHOM IS AN ACCREDITED INVESTOR; OR

(B) A TRUST (WHERE THE TRUSTEE IS NOT AN ACCREDITED INVESTOR) WHOSE SOLE PURPOSE
IS TO HOLD INVESTMENTS AND EACH BENEFICIARY OF THE TRUST IS AN INDIVIDUAL WHO IS AN
ACCREDITED INVESTOR,

SHARES, DEBENTURES AND UNITS OF SHARES AND DEBENTURES OF THAT CORPORATION OR THE
BENEFICIARIES’ RIGHTS AND INTEREST (HOWSOEVER DESCRIBED) IN THAT TRUST SHALL NOT BE
TRANSFERRED WITHIN 6 MONTHS AFTER THAT CORPORATION OR THAT TRUST HAS ACQUIRED THE BONDS
PURSUANT TO AN OFFER MADE UNDER SECTION 275 EXCEPT:

1) TO AN INSTITUTIONAL INVESTOR (FOR CORPORATIONS, UNDER SECTION 274 OF THE SFA)
OR TO A RELEVANT PERSON DEFINED IN SECTION 275(2) OF THE SFA, OR TO ANY PERSON PURSUANT TO AN
OFFER THAT IS MADE ON TERMS THAT SUCH SHARES, DEBENTURE AND UNITS OF SHARES AND
DEBENTURES OF THAT CORPORATION OR SUCH RIGHTS AND INTEREST IN THAT TRUST ARE ACQUIRED AT A
CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH
TRANSACTION, WHETHER SUCH AMOUNT IS TO BE PAID FOR IN CASH OR BY EXCHANGE OF SECURITIES OR
OTHER ASSETS, AND FURTHER FOR CORPORATIONS, IN ACCORDANCE WITH THE CONDITIONS SPECIFIED IN
SECTION 275 OF THE SFA;

2) WHERE NO CONSIDERATION IS OR WILL BE GIVEN FOR THE TRANSFER;
(3) WHERE THE TRANSFER IS BY OPERATION OF LAW.

NOTICE TO RESIDENTS OF THE PEOPLE’S REPUBLIC OF CHINA

THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES LAW OF THE PEOPLE’S
REPUBLIC OF CHINA (AS THE SAME MAY BE AMENDED FROM TIME TO TIME) AND ARE NOT TO BE OFFERED
OR SOLD TO PERSONS WITHIN THE PEOPLE’S REPUBLIC OF CHINA, AND NO OFFERING MATERIAL OR
INFORMATION CONTAINED HEREIN RELATING TO THE OFFERING OF THE BONDS MAY BE SUPPLIED TO THE
PUBLIC IN THE PEOPLE'S REPUBLIC OF CHINA OR USED IN CONNECTION WITH ANY OFFER FOR THE
SUBSCRIPTION OR SALE OF THE BONDS TO THE PUBLIC IN THE PEOPLE'S REPUBLIC OF CHINA. HOWEVER,
THE FOREGOING RESTRICTIONS DO NOT PREVENT ANY ENTITY INCORPORATED WITHIN THE PEOPLE’S
REPUBLIC OF CHINA THAT IS AUTHORIZED TO ENGAGE IN FOREIGN EXCHANGE BUSINESS AND OFFSHORE
INVESTMENT FROM OUTSIDE OF CHINA FROM INVESTING IN THE BONDS THROUGH LEGITIMATE VEHICLES.
SUCH ENTITIES MAY BE SUBJECT TO FOREIGN EXCHANGE CONTROL APPROVAL AND FILING
REQUIREMENTS UNDER THE RELEVANT CHINESE FOREIGN EXCHANGE REGULATIONS WITH RESPECT OF ITS
SUBSCRIPTIONS AND TRADING OF THE BONDS. FOR THE PURPOSE OF THIS PARAGRAPH, REFERENCE TO THE
PEOPLE'S REPUBLIC OF CHINA DOES NOT INCLUDE THE HONG KONG AND MACAU SPECIAL
ADMINISTRATIVE REGIONS OR TAIWAN.
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NOTICE TO RESIDENTS OF JAPAN

THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE FINANCIAL INSTRUMENTS
AND EXCHANGE LAW OF JAPAN (THE “FIEL”) (LAW NO. 25 OF 1948, AS AMENDED), AND MAY NOT BE
OFFERED OR SOLD IN JAPAN OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, ANY RESIDENT OF JAPAN
(WHICH TERM AS USED HEREIN MEANS ANY PERSON RESIDENT IN JAPAN, INCLUDING ANY CORPORATION
OR OTHER ENTITY ORGANIZED UNDER THE LAWS OF JAPAN) OR TO, OR FOR THE ACCOUNT OR BENEFIT OF,
OTHERS FOR RE-OFFERING OR RESALE, DIRECTLY OR INDIRECTLY, IN JAPAN OR TO, OR FOR THE ACCOUNT
OR BENEFIT OF, ANY RESIDENT OF JAPAN, EXCEPT PURSUANT TO AN EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH, THE FIEL, AND IN COMPLIANCE WITH THE
OTHER RELEVANT LAWS, REGULATIONS, AND MINISTERIAL GUIDELINES OF JAPAN.

NOTICE TO RESIDENTS OF HONG KONG

NO PROSPECTUS IN RELATION TO THE BONDS HAS BEEN OR WILL BE REGISTERED WITH THE
COMPANIES REGISTRY IN HONG KONG. EACH UNDERWRITER HAS REPRESENTED, WARRANTED AND
AGREED THAT:

IT HAS NOT OFFERED OR SOLD AND WILL NOT OFFER OR SELL IN HONG KONG, BY MEANS OF ANY
DOCUMENT, ANY BONDS OTHER THAN (A) TO PROFESSIONAL INVESTORS WITHIN THE MEANING OF THE
SECURITIES AND FUTURES ORDINANCE (CAP. 571) OF THE LAWS OF HONG KONG (“SFO”) AND ANY RULES
MADE THEREUNDER; OR (B) IN CIRCUMSTANCES THAT DO NOT RESULT IN THE DOCUMENT BEING A
“PROSPECTUS” AS DEFINED IN THE COMPANIES ORDINANCE (CAP. 32) OF THE LAWS OF HONG KONG (“CO”)
OR THAT DO NOT CONSTITUTE AN OFFER OR AN INVITATION TO THE PUBLIC FOR THE PURPOSES OF THE CO
AND THE SFO;

IT HAS NOT ISSUED OR HAD IN ITS POSSESSION FOR THE PURPOSES OF ISSUE, AND WILL NOT ISSUE
OR HAVE IN ITS POSSESSION FOR THE PURPOSE OF ISSUE, WHETHER IN HONG KONG OR ELSEWHERE, ANY
ADVERTISEMENT, INVITATION OR DOCUMENT RELATING TO THE BONDS, WHICH IS DIRECTED AT, OR THE
CONTENTS OF WHICH ARE LIKELY TO BE ACCESSED OR READ BY, THE PUBLIC OF HONG KONG (EXCEPT IF
PERMITTED TO DO SO UNDER THE LAWS OF HONG KONG) OTHER THAN WITH RESPECT TO BONDS THAT ARE
INTENDED TO BE DISPOSED OF ONLY TO PERSONS OUTSIDE HONG KONG OR ONLY TO “PROFESSIONAL
INVESTORS” AS DEFINED UNDER THE SFO AND ANY RULES MADE UNDER THAT ORDINANCE.

NOTICE TO RESIDENTS OF THE EUROPEAN ECONOMIC AREA

IN RELATION TO EACH MEMBER STATE OF THE EUROPEAN ECONOMIC AREA WHICH HAS
IMPLEMENTED THE PROSPECTUS DIRECTIVE (EACH, A “RELEVANT MEMBER STATE”), EACH UNDERWRITER
HAS REPRESENTED AND AGREED THAT WITH EFFECT FROM AND INCLUDING THE DATE ON WHICH THE
PROSPECTUS DIRECTIVE IS IMPLEMENTED IN THAT RELEVANT MEMBER STATE (THE “RELEVANT
IMPLEMENTATION DATE”) IT HAS NOT MADE AND WILL NOT MAKE AN OFFER OF BONDS WHICH ARE THE
SUBJECT OF THE OFFERING CONTEMPLATED BY THIS OFFERING CIRCULAR TO THE PUBLIC IN THAT
RELEVANT MEMBER STATE OTHER THAN:

(A) TO LEGAL ENTITIES WHICH ARE AUTHORIZED OR REGULATED TO OPERATE IN THE
FINANCIAL MARKETS OR, IF NOT SO AUTHORIZED OR REGULATED, WHOSE CORPORATE PURPOSE IS SOLELY
TO INVEST IN SECURITIES;

(B) TO ANY LEGAL ENTITY WHICH HAS TWO OR MORE OF (I) AN AVERAGE OF AT LEAST 250
EMPLOYEES DURING THE LAST FINANCIAL YEAR; (Il) ATOTAL BALANCE SHEET OF MORE THAN €43,000,000
AND (I11) AN ANNUAL NET TURNOVER OF MORE THAN €50,000,000, AS SHOWN IN ITS LAST ANNUAL OR
CONSOLIDATED ACCOUNTS;

© TO FEWER THAN 100 NATURAL OR LEGAL PERSONS (OTHER THAN QUALIFIED INVESTORS
AS DEFINED IN THE PROSPECTUS DIRECTIVE) SUBJECT TO OBTAINING THE PRIOR CONSENT OF THE LEAD
MANAGER; OR

(D) IN ANY OTHER CIRCUMSTANCES FALLING WITHIN ARTICLE 3(2) OF THE PROSPECTUS
DIRECTIVE.

FOR THE PURPOSES OF THIS PROVISION, THE EXPRESSION AN “OFFER OF BONDS TO THE PUBLIC” IN
RELATION TO ANY BONDS IN ANY RELEVANT MEMBER STATE MEANS THE COMMUNICATION IN ANY FORM
AND BY ANY MEANS OF SUFFICIENT INFORMATION ON THE TERMS OF THE OFFER AND THE BONDS TO BE
OFFERED SO AS TO ENABLE AN INVESTOR TO DECIDE TO PURCHASE OR SUBSCRIBE THE BONDS, AS THE
SAME MAY BE VARIED IN THAT MEMBER STATE BY ANY MEASURE IMPLEMENTING THE PROSPECTUS
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DIRECTIVE IN THAT MEMBER STATE AND THE EXPRESSION “PROSPECTUS DIRECTIVE” MEANS
DIRECTIVE 2003/71/EC AND INCLUDES ANY RELEVANT IMPLEMENTING MEASURE IN EACH RELEVANT
MEMBER STATE.

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

EACH UNDERWRITER HAS REPRESENTED AND AGREED THAT:

(A) IT HAS ONLY COMMUNICATED OR CAUSED TO BE COMMUNICATED AND WILL ONLY
COMMUNICATE OR CAUSE TO BE COMMUNICATED AN INVITATION OR INDUCEMENT TO ENGAGE IN
INVESTMENT ACTIVITY (WITHIN THE MEANING OF SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS
ACT (THE “FSMA”)) RECEIVED BY IT IN CONNECTION WITH THE ISSUE OR SALE OF THE BONDS IN
CIRCUMSTANCES IN WHICH SECTION 21(1) OF THE FSMA DOES NOT APPLY TO THE ISSUING ENTITY; AND

(B) IT HAS COMPLIED AND WILL COMPLY WITH ALL APPLICABLE PROVISIONS OF THE FSMA
WITH RESPECT TO ANYTHING DONE BY IT IN RELATION TO THE BONDS IN, FROM OR OTHERWISE
INVOLVING THE UNITED KINGDOM.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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Entergy Texas Restoration Funding, LLC

Until 90 days after the date of the prospectus supplement, all dealers that effect transactions in
these securities, whether or not participating in the offering described in this prospectus supplement, may
be required to deliver a prospectus supplement and prospectus. This is in addition to the dealers’

obligation to deliver a prospectus supplement and prospectus when acting as underwriters and with
respect to their unsold allotments or subscriptions.



PROSPECTUS

Entergy Texas Restoration Funding, LLC

Issuing Entity

Senior Secured Transition Bonds

Entergy Texas, Inc.
Seller, Initial Servicer and Sponsor

You should carefully consider the Risk Factors beginning on page 13 of this prospectus before you
invest in the transition bonds.

We, the issuing entity, may, in the future, issue the transition bonds as described in this prospectus. The
bonds may have one or more tranches. The transition bonds represent only our obligations and are backed only by
our assets. Entergy Texas, Inc. and its affiliates, other than us, are not liable for any payments on the transition
bonds. The transition bonds are not a debt or general obligation of the State of Texas, the Public Utility Commission
of Texas or any other governmental agency or instrumentality and are not a charge on the full faith and credit or the
taxing power of the State of Texas or any governmental agency or instrumentality.

We are a special purpose entity and own no property other than the collateral described in this prospectus.
The collateral is the sole source of payment for the transition bonds.

We may offer and sell the transition bonds by use of this prospectus. We will provide the specific terms of
any offerings in one or more supplements to this prospectus. You should read this prospectus and the related
prospectus supplement carefully before you invest in the transition bonds. This prospectus may not be used to offer
and sell the transition bonds unless accompanied by a prospectus supplement.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR
HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS OR THE
ACCOMPANYING PROSPECTUS SUPPLEMENT. ANY REPRESENTATION TO THE CONTRARY IS
A CRIMINAL OFFENSE.

The date of this prospectus is October 23, 2009.
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READING THIS PROSPECTUS AND THE ACCOMPANY ING SUPPLEMENT

This prospectus is part of a registration statement we and Entergy Texas have filed with the SEC using a “shelf”
registration process. By using this process, we may offer the transition bonds in the future. This prospectus provides you with a
general description of the transition bonds we may offer. When we offer the transition bonds, we will provide a supplement to
this prospectus. The prospectus supplement will describe the specific terms of the offering. The prospectus supplement may
also contain information that supplements the information contained in this prospectus, and you should rely on the
supplementary information in that prospectus supplement. Please read carefully this prospectus, the prospectus supplement
and the information, if any, contained in the documents we refer to in this prospectus under the heading “Where You Can Find
More Information.”

References in this prospectus and the prospectus supplement to the terms we, us, Entergy Texas Funding or the
issuing entity mean Entergy Texas Restoration Funding, LLC. References to Entergy Texas, ETI, the seller or the sponsor
refer to Entergy Texas, Inc. or to any successor to the rights and obligations of Entergy Texas under the sale agreement referred
to in this prospectus. References to the servicer refer to Entergy Texas and any successor servicer under the servicing
agreement referred to in this prospectus. Unless the context otherwise requires, the term customer, retail customer or retail
electric customer means a retail customer within Entergy Texas’ service territory. If retail competition is ever introduced into
Entergy Texas’ service territory, as described under “The Texas Electricity Market Restructuring Plan — Entergy Texas’
Service Territory Could Experience Deregulation in the Future”, then the terms customer, retail customer or retail electric
customer shall mean a retail end user of electricity and related services provided by Entergy Texas or a retail electric provider
via the transmission and distribution system of an electric utility such as Entergy Texas, within Entergy Texas’ service
territory. References to the Texas commission or PUCT refer to the Public Utility Commission of Texas. You can find a
glossary of some of the other defined terms we use in this prospectus on page 92 of this prospectus.

We have included cross-references to sections in this prospectus where you can find further related discussions. You
can also find key topics in the table of contents on the preceding pages. Check the table of contents to locate these sections.

You should rely only on the information contained or incorporated by reference in this prospectus and the prospectus
supplement. We have not authorized anyone else to provide you with any different information. If anyone provides you with
different or inconsistent information, you should not rely on it. We are not making an offer to sell the transition bonds in any
jurisdiction where the offer or sale is not permitted. The information in this prospectus is current only as of the date of this
prospectus.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Some statements contained in this prospectus and the prospectus supplement concerning expectations, beliefs, plans,
objectives, goals, strategies, future events or performance and underlying assumptions and other statements which are not
historical facts, including statements in the documents that are incorporated by reference as discussed in this prospectus under
the heading “Where You Can Find More Information,” are forward-looking statements within the meaning of the federal
securities laws. Actual results may differ materially from those expressed or implied by these statements. In some cases, you
can identify our forward-looking statements by the words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,”
may,” “objective,” “plan,” “potential, ” “projection,” “should,” “will,” or other similar

“forecast,” “goal,” “intend,
words.

predict,

We have based our forward-looking statements on our management’s belief, expectations and assumptions based on
information available to our management at the time the statements are made. We caution you that assumptions, beliefs,
expectations, intentions and projections about future events may and often do vary materially from actual results. Therefore, we
cannot assure you that actual results will not differ materially from those expressed or implied by our forward-looking
statements.

The following are some of the factors that could cause actual results to differ from those expressed or implied by our
forward-looking statements:

o state and federal legislative and regulatory actions or developments, including deregulation, re-regulation and
restructuring of the electric utility industry, and changes in, or changes in application of, laws or regulations
applicable to other aspects of our business;



weather variations and other natural phenomena, including hurricanes, tropical storms, ice or snow storms, floods
and other weather-related events and natural disasters, affecting retail electric customer energy usage in Entergy
Texas’ service territory;

non-payment of transition charges due to financial distress of retail electric customers, Entergy Texas or any
future retail electric providers;

the accuracy of the servicer’s estimates of market demand and prices for energy;

the accuracy of the servicer’s estimates of industrial, commercial and residential growth in Entergy Texas’ service
territory;

changes in market demand and demographic patterns;

the operating performance of Entergy Texas’ facilities and, if competition is ever introduced into Entergy Texas’
service territory, the facilities of potential future third-party suppliers of electric energy in Entergy Texas’ service
territory;

the accuracy of the servicer’s forecast of electrical consumption or the payment of transition charges;

the reliability of the systems, procedures and other infrastructure necessary to operate the retail electric business
in Entergy Texas’ service territory, including the systems owned and operated by any future retail electric
providers;

national or regional economic conditions affecting retail electric customer energy usage in Entergy Texas’ service
territory;

acts of war or terrorism or other catastrophic events affecting retail electric customer energy usage in Entergy
Texas’ service territory; and

other factors we discuss in this prospectus, any prospectus supplement and any of our SEC filings.

You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as
of the date of the particular statement, and we undertake no obligation to update or revise any forward-looking statement,
except as may be required by the federal securities laws.



PROSPECTUS SUMMARY

This summary contains a brief description of the transition bonds we may offer by use of this prospectus. You will
find a more detailed description of the terms of the offering of the transition bonds following this summary.

You should carefully consider the Risk Factors beginning on page 13 of this prospectus before you invest in the

transition bonds.

Summary of the Transition Bonds

The issuing entity:

Our address:
Our telephone number:

Seller, initial servicer and
sponsor:

Entergy Texas Restoration Funding, LLC is a direct, wholly owned subsidiary of
Entergy Texas and a limited liability company formed under Delaware law. We were
formed solely to purchase and own transition property, to issue the transition bonds
secured by the transition property and to perform any activity incidental thereto. The
transition bonds offered by this prospectus are the only bonds we are authorized to issue.

We are responsible to the State of Texas and the Texas commission. Specifically,
pursuant to the financing order of the Texas commission relating to the transition bonds,

e our organizational documents and transaction documents for the transition bonds
prohibit us from engaging in any activities other than acquiring transition property,
issuing transition bonds and performing other activities as specifically authorized
by that financing order,

e the Texas commission or its designated representative has a decision-making role
co-equal with Entergy Texas with respect to the structuring and pricing of the
transition bonds and all matters related to the structuring and pricing of the
transition bonds will be determined through a joint decision of Entergy Texas and
the Texas commission or its designated representative,

o Entergy Texas is directed to take all necessary steps to ensure that the Texas
commission or its designated representative is provided sufficient and timely
information to allow the Texas commission or its designated representative to fully
participate in, and exercise its decision making power over, the proposed
securitization, and

o the servicer will file periodic adjustments to transition charges with the Texas
commission on our behalf.

We have also agreed that certain reports concerning transition charge collections will be
provided to the Texas commission.

Please read “Entergy Texas’ Financing Order—Entergy Texas’ Securitization
Proceeding and Financing Order.”

Capital Center, 919 Congress Avenue, Suite 840-C, Austin, Texas 78701
(512) 487-3982

Entergy Texas is a public utility engaged in the generation, transmission, distribution
and sale of electric energy in the State of Texas. As of December 31, 2008, Entergy
Texas provided electric service to approximately 395,000 retail customers in its service
territory. During the 12 months ended December 31, 2008, Entergy Texas’ total retail
electric deliveries were approximately 33.8% residential, 26.3% commercial, 38.3%
industrial, and 1.6% government and municipal. As of June 30, 2009, Entergy Texas
provided electric service to approximately 402,000 retail customers in its service
territory. During the six-months ended June 30, 2009, Entergy Texas’ total retail
electric deliveries were approximately 33.0% residential, 27.1% commercial, 38.2%
industrial, and 1.7% government and municipal.

Pursuant to a financing order issued by the Texas commission in April 2007 under
Subchapters G and J of Chapter 39 of the Texas Public Utility Regulatory Act, Entergy




Entergy Texas’ address:

Entergy Texas’ phone number:

The servicer of the transition
property:

The trustee:

Transaction overview:

Gulf States, Inc., or EGSI, sold transition property to an affiliate, Entergy Gulf States
Reconstruction Funding I, LLC. The affiliate, on June 29, 2007, issued $329,500,000
Senior Secured Transition Bonds, Series A, or the prior transition bonds. Following
the issuance of the prior transition bonds, EGSI was reorganized pursuant to a
jurisdictional separation plan into two vertically integrated utility companies, Entergy
Gulf States Louisiana, L.L.C. operating as a public utility in Louisiana and Entergy
Texas operating as a public utility in Texas. Entergy Texas succeeded EGSI in the role
of sponsor, seller and servicer for the prior transition bonds. Neither the transition
charges which are authorized to be collected to repay the prior transition bonds, nor any
other security held for the benefit of such bonds, constitute security for the transition
bonds offered by this prospectus. Please read “Relationship to the Prior Transition
Bonds” and “The Financing Act-The Financing Act and other provisions of PURA
authorize utilities to recover hurricane-related costs through the issuance of bonds.”

Entergy Texas is an operating subsidiary of Entergy Corporation, referred to as
Entergy, a Delaware corporation based in New Orleans, Louisiana. Entergy is an
integrated energy company engaged primarily in electric power production and retail
distribution operations. Neither Entergy Texas nor Entergy nor any other affiliate (other
than us) is an obligor of the transition bonds.

As described below under “The Texas Electricity Market Restructuring Plan,” the
electric industry in Texas has undergone fundamental restructuring. Although retail
competition and the unbundling of services has not been introduced into Entergy Texas’
service territory it is possible that it may occur during the term of the transition bonds.
Please read “The Texas Electricity Market Restructuring Plan”.

350 Pine Street, Beaumont, Texas 77701
(409) 838 — 6631

Entergy Texas, acting as the initial servicer, and any successor servicer, including any
entity that succeeds to the ownership and operation of all or a portion of the distribution
facilities of Entergy Texas within its service territory, whether through any merger,
division, conversion, consolidation, reorganization, sale, transfer, lease, management
contract or otherwise, referred to in this prospectus as the servicer, will service the
transition property under the servicing agreement with us.

The trustee for the transition bonds will be named in the prospectus supplement.

In September 2008, Texas was struck by Hurricane Ike, which caused widespread
damage to infrastructure and power outages throughout Entergy Texas’ service territory.
Earlier in the month the service territory of several Texas utilities had been affected by
Hurricane Gustav. In response to the damage to utility infrastructure, the Texas
legislature passed Subchapter | of Chapter 36 of the Public Utility Regulatory Act, or
PURA, which, together with Subchapter G of Chapter 39 of PURA, is referred to as the
Financing Act.

The Financing Act authorizes electric utilities in Texas, including Entergy Texas, to
finance the recovery of certain costs incurred as a result of any tropical storm or
hurricane, ice or snow storm, flood or other weather-related event or natural disaster that
occurred in 2008 or thereafter, which are referred to under the Financing Act and in this
prospectus as system restoration costs, as well as the costs expensed or charged to the
storm reserve and the costs of issuing, supporting, and servicing transition bonds,
through the issuance of transition bonds. A Texas utility must apply to the Texas
commission for a financing order under the Financing Act to authorize the issuance of
transition bonds We sometimes refer to transition bonds as bonds and when we refer to
transition bonds or bonds we mean bonds issued under the Financing Act unless
otherwise specified.

In order to recover system restoration costs associated with Hurricanes Ike and Gustav




which affected Entergy Texas’ service area in 2008, Entergy Texas applied for a
financing order under the Financing Act. The financing order was issued by the Texas
commission on September 11, 2009. This financing order authorizes the issuance of up
to $539,881,826 in bonds, subject to certain adjustments described below. Any
references in this prospectus to the financing order, unless the context indicates
otherwise, are to this financing order issued on September 11, 2009. Please refer to
“Entergy Texas’ Financing Order” in this prospectus.

Pursuant to the Financing Act, the Texas commission may adopt a financing order that
imposes, for payment of the transition bonds, an irrevocable, nonbypassable transition
charge on all retail customers within a utility’s certificated Texas service area as it
existed on September 11, 2009. We refer to this area in this prospectus and the
prospectus supplement, with regard to Entergy Texas, as Entergy Texas’ service
territory. The amount and terms for collections of these transition charges are governed
by one or more financing orders issued by the Texas commission. The Financing Act
permits an electric utility to transfer its rights and interests under a financing order,
including the right to impose, collect and receive transition charges, to a special purpose
entity formed by the electric utility to issue debt securities secured by the right to
receive revenues arising from the transition charges. The electric utility’s right to
receive the transition charges, all revenues and collections resulting from the transition
charges and its other rights and interests under a financing order, upon transfer to the
issuing entity, constitute transition property. Under the Financing Act, transition
property does not come into existence until an electric utility first transfers to an
assignee or pledges in connection with the issuance of transition bonds its rights under a
related financing order. However, for convenience of reference in this prospectus and
the prospectus supplement, the transfer of Entergy Texas’ rights under such a financing
order is sometimes referred to as the sale or purchase of transition property.

On September 11, 2009, the Texas commission issued its financing order to Entergy
Texas authorizing the issuance of transition bonds, with the aggregate principal amount
consisting of: (i) $539,881,826 in system restoration costs (including carrying costs
through October 26, 2009, which was the expected issuance date of the transition bonds
used for the financing order) plus (ii) up-front qualified costs. The financing order
became final and non-appealable on September 28, 2009. Please read “Entergy Texas’
Financing Order.” To the extent the transition bonds are issued on a date other than
October 26, 2009, the financing order requires Entergy Texas to adjust the carrying
costs for the difference in the number of days either greater than or less than assumed in
the calculation based on the projected issuance date of October 26, 2009. The financing
order further requires Entergy Texas to update the up-front qualified costs in the
issuance advice letter referred to in this prospectus to reflect the amount actually
securitized and other more current information. The qualified costs authorized in the
financing order, which we refer to in this prospectus and any applicable prospectus
supplement as qualified costs, include Entergy Texas’ system restoration costs as found
by the Texas commission in the applicable financing order, costs of issuing, supporting
and servicing the transition bonds and certain costs of retiring some of Entergy Texas’
existing debt in connection with the issuance of the transition bonds. The Texas
commission guarantees that it will take specific actions pursuant to the irrevocable
financing order as expressly authorized by the Financing Act to ensure that expected
transition charge revenues are sufficient to timely pay scheduled principal and interest
on the transition bonds.

The primary transactions underlying the offering of the transition bonds are as follows:

o Entergy Texas will sell transition property to us in exchange for the net proceeds
from the sale of the transition bonds,

o we will sell the transition bonds, which will be secured primarily by the transition
property, to the underwriters named in the prospectus supplement, and




o Entergy Texas will act as the initial servicer of the transition property.

The transition bonds are not obligations of the trustee, our managers (who, under our
limited liability company agreement, manage us), Entergy Texas, Entergy or of any of
their affiliates other than us. The transition bonds are also not obligations of the State of
Texas or any governmental agency, authority or instrumentality of the State of Texas.
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Parties to Transaction and Responsibilities

The following chart represents a general summary of the parties to the transactions underlying the offering of the

transition bonds, their roles and their various relationships to the other parties:

Retail Electric Consumers*

7
Pay Transition Charges based /

Approves Transition Charges on Customer
on Electricity Consumption

Bills; Issues Financing Order to ETI

Retail Electric

Providers (REPs) Pay Transition Charges based Public Utility Commission of Texas
(if any)** on Electricity Consumption (PUCT)
Pay Transition Charges (less \ Confirms Calculations of Transition Charges
Charge-off Allowance) \ by Customer Class to meet Payment
Whether or not Received \ Schedule; Submits True-Up Filings to PUCT
h |

Entergy Texas, Inc. (ETI)
(Seller, Initial Servicer and Sponsor)

Remits Daily to Trust

afgé;maatgé ?ra::tiii Issues the Bonds; Purchases
Charges Collected Transition Property from ETI with Bond

Proceeds (net of issuance costs)

Transition Bond Trustee Entergy Texas
Pays Principal and_lnte[fft * Bonds. ~ Restoration Funding, LLC
Semi-Annually (Fixed) A// (Issuing Entlty)

Bondholders

Bond Proceeds

Flow of Funds

The following chart represents a general summary of the flow of funds following issuance of bonds:
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As of December 31, 2008 and as of June 30, 2009, Entergy Texas had, respectively, approximately 395,000 and 402,000 retail customers in its service territory.

Currently, there are no retail electric providers. Further, if the provisions of PURA remain unchanged and Entergy Texas remains a member of SERC, it is possible,
but not likely, that there will be any competing retail electric providers within the term that the transition bonds are outstanding. See “The Texas Electricity Market
Restructuring Plan — Entergy Texas’ Service Territory Could Experience Deregulation in the Future”.

Payments of principal and interest will follow payment of certain fees and operating expenses.




The Collateral

The transition bonds will be secured by the collateral. The principal asset pledged will be transition property, which is
a present property right created under the Financing Act by a financing order issued by the Texas commission. The collateral
will also consist of:

e our rights under the sale agreement pursuant to which we will acquire the related transition property, under an
administration agreement and under all bills of sale delivered by Entergy Texas pursuant to the sale agreement,

e our rights under the PUCT guaranteed true-up mechanism,

e our rights under the servicing agreement and any subservicing, agency, intercreditor or collection agreements
executed in connection with the servicing agreement,

e the collection account for the transition bonds and all related subaccounts,

e our rights in all deposits, guarantees, surety bonds, letters of credit and other forms of credit support provided by
or on behalf of retail electric providers (if retail competition is ever introduced into Entergy Texas’ service
territory) pursuant to the financing order or any tariff,

o all of our other property related to the transition bonds, other than any cash released to us by the trustee on any
payment date from earnings on amounts in the capital subaccount,

o all present and future claims, demands, causes and choses in action in respect of any or all of the foregoing, and
e all payments on or under and all proceeds in respect of any or all of the foregoing.

Please read “Security for the Transition Bonds.”

The Transition Property

In general terms, all of the rights and interests of Entergy Texas under a financing order that are transferred to us
pursuant to the sale agreement are referred to in this prospectus and the prospectus supplement as transition property.
Transition property includes the right to impose, collect and receive transition charges in amounts sufficient to pay principal
and interest and to make other deposits in connection with the transition bonds. Transition charges are payable by retail
customers within Entergy Texas’ service territory who consume electricity that is delivered through the distribution system.
Customers who produce and deliver on-site generation from a generation facility with a rated capacity of greater than 10 MW
without using Entergy Texas’ distribution lines must also pay the transition charge. During the twelve months ended
December 31, 2008, approximately 38.3% of Entergy Texas’ total retail electric deliveries in its service territory were to
industrial customers, 26.3% were to commercial customers, 33.8% were to residential customers and 1.6% were to government
and municipal customers. During the six months ended June 30, 2009, approximately 38.2% of Entergy Texas’ total retail
electric deliveries in its service territory were to industrial customers, 27.1% were to commercial customers, 33.0% were to
residential customers and 1.7% were to government and municipal customers.

The transition property is not a receivable, and the principal collateral securing the transition bonds will not be a pool
of receivables. Transition charges authorized in a financing order are irrevocable and not subject to reduction, impairment, or
adjustment by further action of the Texas commission, except for annual and interim true-up adjustments to correct
overcollections or undercollections and to provide for the expected recovery of amounts sufficient to timely provide all
payments of debt service and other required amounts and charges in connection with the transition bonds. Please read “The
Servicing Agreement—The PUCT Guaranteed Transition Charge Adjustment Process.” All revenues and collections resulting
from transition charges are part of the transition property with respect to the transition bonds.

We will purchase the transition property from Entergy Texas to support the issuance of the transition bonds. Entergy
Texas, as the servicer, will collect the applicable transition charges through billing and collecting the transition charge from
retail electric consumers. Entergy Texas will then remit the estimated collections to the trustee.

Unlike other electric utilities in Texas, Entergy Texas is not currently subject to the provisions of PURA which
mandated competition in the retail electric market and the separation (or unbundling) of a utility’s energy services business into
separate business units. Further, if the provisions of PURA remain unchanged and Entergy Texas remains a member of SERC,
it is possible, but not likely, that there will be any competing retail electric providers within the term that the transition bonds
are outstanding. See “The Texas Electricity Market Restructuring Plan — Entergy Texas’ Service Territory Could Experience
Deregulation in the Future.” Nonetheless, it is possible that retail competition may be introduced into Entergy Texas’ service
territory, in which case Entergy Texas would not be the sole provider of electric services in its service territory. However, with




the exception of the parts of Entergy Texas’ service territory that are multiply certificated, so long as retail competition has not
been introduced into Entergy Texas’ service territory, Entergy Texas remains the sole provider of electric services in its service
territory. Entergy Texas bills and collects all electric service charges from its customers, which will include the transition
charges that will be imposed pursuant to the Financing Act and the financing order. Please read “The Texas Electricity Market
Restructuring Plan—Entergy Texas’ Service Territory Could Experience Deregulation in the Future.”

If Entergy Texas’ service territory becomes subject to retail competition, Entergy Texas, as servicer, will collect the
applicable transition charge from retail electric providers, which are entities certified under Texas law that will provide
electricity and related services to retail electric customers within Entergy Texas’ service territory, and will remit the estimated
collections to the trustee. The retail electric providers, which we also refer to as REPs, will in turn bill and collect the
transition charges from retail electric customers. These REPs will be subject to billing and collection standards imposed in the
financing order and the tariff. Please read “Future Retail Electric Providers—Credit Practices, Policies and Procedures of
Retail Electric Providers.”

Interest Payments

Interest on each tranche of transition bonds will accrue from the date we issue the tranche of transition bonds at the
interest rate stated in the prospectus supplement. On each payment date, we will pay interest on each tranche of transition
bonds equal to the following amounts:

o ifthere has been a payment default, any interest payable but unpaid on any prior payment dates, together with
interest on such unpaid interest, if any, and

e accrued interest on the principal balance of each tranche of transition bonds as of the close of business on the
preceding payment date (or, in the case of the first payment date, on the date of the original issuance of each
tranche of transition bonds) after giving effect to all payments of principal made on the preceding payment date,
if any.

We will pay interest on each tranche of transition bonds before we pay the principal of each tranche of transition
bonds. Please read “Description of the Transition Bonds—Interest and Principal on the Transition Bonds.” If there is a shortfall
in the amounts available in the applicable collection account to make interest payments, the trustee will distribute interest pro
rata to each tranche of the transition bonds based on the amount of interest payable on each outstanding tranche. We will
calculate interest on the basis of a 360-day year of twelve 30-day months.

Principal Payments and Record Dates and Payment Sources

On each payment date specified in the prospectus supplement for the transition bonds, we will pay amounts then due
or scheduled to be paid on outstanding transition bonds from amounts available in the collection account and the subaccounts
held by the trustee. We will make these payments to the holders of record of the transition bonds on the related record date
specified in the prospectus supplement.

Amounts available to make these payments will include the applicable transition charges collected by the servicer for
us since the last payment date, as described in greater detail under “Security for the Transition Bonds—How Funds in the
Collection Account Will Be Allocated” and “The Servicing Agreement—Remittances to Collection Account.” The trustee will
pay the principal of each tranche of transition bonds in the amounts and on the payment dates specified in the expected sinking
fund schedule described in the prospectus supplement, but only to the extent transition charge collections received from the
servicer and amounts available from trust accounts held by the trustee are sufficient to make principal payments after payment
of amounts having a higher priority of payment. Please read “Security for the Transition Bonds—How Funds in the Collection
Account Will Be Allocated.”

Priority of Distributions

On each payment date for the transition bonds, the trustee will allocate or pay all amounts on deposit in the general
subaccount of the collection account in the following order of priority:

1. payment of the trustee’s fees, expenses and any outstanding indemnity amounts, the total amount of which may be
paid in any 12-month period may be capped as set forth in the prospectus supplement,

2. payment of the servicing fee, which will be a fixed amount specified in the servicing agreement, plus any unpaid
servicing fees from prior payment dates,




3. payment of the administration fee, which will be a fixed amount specified in the administration agreement between
us and Entergy Texas, and of the fees of our independent manager(s), which will be in an amount specified in an
agreement between us and our independent manager(s), in each case with any unpaid administration or management
fees from prior payment dates,

4. payment of all of our other ordinary periodic operating expenses, such as accounting and audit fees, rating agency
fees, legal fees and certain reimbursable costs of the servicer under the servicing agreement,

5. payment of the interest then due on the transition bonds, including any past-due interest,
6. payment of the principal then required to be paid on the transition bonds at final maturity or upon acceleration,

7. payment of the principal then scheduled to be paid on the transition bonds, including any previously unpaid
scheduled principal,

8. payment of any of our remaining unpaid operating expenses and any remaining amounts owed pursuant to the basic
documents, including all remaining indemnity amounts owed to the trustee,

9. replenishment of any amounts drawn from the capital subaccount,

10. if there is a positive balance after making the foregoing allocations, so long as no event of default has occurred and
is continuing, release to us of an amount not to exceed the lesser of any remaining balance and the investment
earnings on amounts in the capital subaccount,

11. allocation of the remainder, if any, to the excess funds subaccount, and

12. after the transition bonds have been paid in full and discharged, the balance, together with all amounts in the capital
subaccount and the excess funds subaccount, to us free and clear of the lien of the indenture.

The trustee’s fees, expenses and indemnity amounts referred to in clause 1 above and the amount of the servicer’s fee
referred to in clause 2 above will be described in the prospectus supplement. The priority of distributions for the collected
transition charges, as well as available amounts in the subaccounts, are described in more detail under “Security for the
Transition Bonds—How Funds in the Collection Account Will Be Allocated,” as well as in the prospectus supplement.

Credit Enhancement

Credit enhancement for the transition bonds, which is intended to protect you against losses or delays in scheduled
payments on the transition bonds, will be as follows:

e The Texas commission will approve adjustments to the transition charges, but only upon petition of the servicer,
to make up for any shortfall or reduce any excess in collected transition charges. We sometimes refer to these
adjustments as the PUCT guaranteed true-up adjustments or true-up mechanism. These adjustments will be
made at least annually, and semi-annually if necessary, to ensure the expected recovery of amounts sufficient to
timely provide all payments of debt service and other required amounts and charges in connection with the
transition bonds. Please read “Entergy Texas’ Financing Order—PUCT Guaranteed True-Ups.”

e Collection Account—Under the indenture, the trustee will hold a collection account for the transition bonds,
divided into various subaccounts. The primary subaccounts for credit enhancement purposes are:

o the general subaccount—the trustee will deposit into the general subaccount all transition charge collections
remitted to it by the servicer;

o the capital subaccount—Entergy Texas will deposit an amount equal to the required capital level into the
capital subaccount on the date of issuance of the transition bonds; and

o the excess funds subaccount—any excess amount of collected transition charges and investment earnings not
released to us will be held in the excess funds subaccount.

Each of these subaccounts will be available to make payments on the transition bonds on each payment date.

If, in the future, there should be any retail electric providers in Entergy Texas’ service territory and such retail electric
providers do not maintain a long-term, unsecured credit rating of “BBB-* and “Baa3” (or the equivalent) from S&P and
Moody’s, respectively, then they will be required to provide a cash deposit of two months’ maximum expected transition
charge collections, an affiliate guarantee, surety bond or letter of credit from an entity with such a credit rating providing for
payment of such amount of transition charge collections in the event that the retail electric provider defaults in its payment
obligations or a combination of any of the foregoing. If a retail electric provider defaults in making a payment of transition
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charges to the servicer and does not remedy the default within a 10 calendar-day grace period, amounts on deposit or available
from other credit support (up to an amount of the lesser of the payment default of the retail electric provider or the amount of
the deposit or other credit support amount) will be used to make payments in respect of transition bonds. Please read “Future
Retail Electric Providers—Credit Practices, Policies and Procedures of Retail Electric Providers.”

Allocations as Between Transition Bond Issuances

In the event a customer does not pay in full all amounts owed under any bill including transition charges, Entergy
Texas is required to allocate any resulting shortfalls in transition charges ratably based on the amounts of transition charges
owing in respect of the bonds, amounts owing to Entergy Gulf States Reconstruction Funding I, LLC, the affiliate of Entergy
Texas that issued the prior transition bonds in 2007 and any amounts owing to any other subsequently created special-purpose
subsidiaries of Entergy Texas which issue transition bonds in the future pursuant to the Financing Act. Please read
“Description of the Transition Bonds—Allocations as Between Transition Bond Issuances” and “The Servicing Agreement—
Remittances to Collection Account.”

State Pledge

The State of Texas has pledged in the Financing Act that it will not take or permit any action that would impair the
value of the transition property, or, except as permitted in connection with a true-up adjustment authorized by the Financing
Act, reduce, alter or impair the transition charges until the principal, interest and premium, and any other charges incurred and
contracts to be performed in connection with the transition bonds, have been paid and performed in full. The transition bonds
are not a debt or an obligation of the State of Texas, the Texas commission or any other governmental agency or
instrumentality and are not a charge on the full faith and credit or the taxing power of the State of Texas or any governmental
agency or instrumentality.

Optional Redemption

We will not have the option to redeem or otherwise prepay any transition bonds prior to their scheduled final payment
date.

Scheduled Final Payment Dates and Final Maturity Dates

Failure to pay a scheduled principal payment on any payment date or the entire outstanding amount of the transition
bonds of any tranche by the scheduled final payment date will not result in a default with respect to that tranche. The failure to
pay the entire outstanding principal balance of the transition bonds of any tranche will result in a default only if such payment
has not been made by the final maturity date for the tranche. We will specify the scheduled final payment date and the final
maturity date of each tranche of transition bonds in the prospectus supplement.

Ratings for the Transition Bonds

It will be a condition of issuance for the of transition bonds that the bonds be rated “Aaa” by Moody’s, “AAA” by
S&P and “AAA” by Fitch, Inc. Please read “Ratings for the Transition Bonds.”

Reports to Transition Bondholders

Pursuant to the indenture, the trustee will provide to the holders of record of the transition bonds regular reports
prepared by the servicer containing information concerning, among other things, us and the collateral for the transition bonds.
Unless and until the transition bonds are issued in definitive certificated form, the reports for such bonds will be provided to
The Depository Trust Company. The reports will be available to beneficial owners of the transition bonds upon written request
to the trustee or the servicer. These reports will not be examined and reported upon by an independent public accountant. In
addition, no independent public accountant will provide an opinion thereon. Please read “Description of the Transition
Bonds—Reports to Bondholders.”

Servicing Compensation

We will pay the servicer on each payment date the servicing fee with respect to the transition bonds. As long as
Entergy Texas or any affiliated entity acts as servicer, this fee will be $290,000 annually. If a third-party servicer is appointed,
the servicing fee will be negotiated by the successor servicer and us; however, the Texas commission must approve the
appointment of such third-party servicer, and the annual servicing fee may not exceed 0.60% of the aggregate initial principal
amount of all outstanding transition bonds without the approval of the Texas commission and notification in writing to each
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rating agency of such action and the confirmation by S&P to the servicer, the trustee and us, that such action would not result
in the credit ratings on any outstanding transition bonds being reduced or withdrawn. We sometimes refer to this condition as
the rating agency condition. In no event will the trustee be liable for any servicing fee in its individual capacity.

U.S. Federal Income Tax Status

In the opinion of Sidley Austin LLP, counsel to us and to Entergy Texas, for U.S. federal income tax purposes, the
transition bonds will constitute indebtedness of Entergy Texas, our sole member. If you purchase a beneficial interest in any
transition bond, you agree by your purchase to treat the transition bonds as debt of Entergy Texas, our sole member, for U.S.
federal income tax purposes.

ERISA Considerations

Pension plans and other investors subject to ERISA may acquire the transition bonds subject to specified conditions.
The acquisition and holding of the transition bonds could be treated as a direct or indirect prohibited transaction under ERISA.
Accordingly, by purchasing the transition bonds, each investor purchasing on behalf of a pension plan will be deemed to certify
that the purchase and subsequent holding of the transition bonds would be exempt from the prohibited transaction rules of
ERISA. Please read “ERISA Considerations.”
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RISK FACTORS

Please carefully consider all the information we have included or incorporated by reference in this prospectus and the
prospectus supplement, including the risks described below and the statements in “Cautionary Statement Regarding Forward-
Looking Information,” before deciding whether to invest in the transition bonds.

RISK RELATED TO LIMITED SOURCE OF FUNDS

You may experience material payment delays or incur a loss on your investment in the transition bonds because the
source of funds for payment is limited.

The only source of funds for payment of the transition bonds will be our assets, which consist of:

e the transition property securing the transition bonds, including the right to impose, collect and receive related
transition charges;

e the rights under a financing order, including the statutory true-up mechanism;
o the funds on deposit in the accounts held by the trustee; and
e our rights under various contracts we describe in this prospectus.

The transition bonds are not a charge on the full faith and credit or taxing power of the State of Texas or any
governmental agency or instrumentality, nor will the transition bonds be insured or guaranteed by Entergy Texas, including in
its capacity as the servicer, or by its parent, Entergy, any of their respective affiliates (other than us), the trustee or any other
person or entity. Thus, you must rely for payment of the transition bonds solely upon the Financing Act, state and federal
constitutional rights to enforcement of the Financing Act, the irrevocable financing order, collections of the transition charges
and funds on deposit in the accounts held by the trustee relating to the transition bonds. Our organizational documents restrict
our right to acquire other assets unrelated to the transactions described in this prospectus. Please read “Entergy Texas
Restoration Funding, LLC, The Issuing Entity.”

RISKS ASSOCIATED WITH POTENTIAL JUDICIAL, LEGISLATIVE OR REGULATORY ACTIONS

We are not obligated to indemnify you for changes in law.

Neither we nor Entergy Texas will indemnify you for any changes in the law, including any federal preemption or
repeal or amendment of the Financing Act, that may affect the value of your transition bonds. Entergy Texas will agree in the
sale agreement to institute any action or proceeding as may be reasonably necessary to block or overturn any attempts to cause
a repeal, modification or amendment to the Financing Act that would be materially adverse to us, the trustee or transition
bondholders. Please read “The Sale Agreement—Covenants of the Seller” and “The Servicing Agreement—Servicing
Standards and Covenants.” However, we cannot assure you that Entergy Texas would be able to take this action or that any
such action would be successful.

Future judicial action could reduce the value of your investment in the transition bonds.

The transition property is the creation of the Financing Act and the financing order that has been issued by the Texas
commission to Entergy Texas. There is uncertainty associated with investing in bonds payable from an asset that depends for
its existence on legislation because there is limited judicial or regulatory experience implementing and interpreting the
legislation. Because the transition property is a creation of the Financing Act, any judicial determination affecting the validity
of or interpreting the Financing Act, the transition property or our ability to make payments on the transition bonds might have
an adverse effect on the transition bonds. In June 2001, the Supreme Court of the State of Texas upheld the constitutionality of
certain securitization provisions of Subchapter G of Chapter 39 of PURA, which are part of the Financing Act.
Notwithstanding that decision, a federal or state court could be asked in the future to determine whether the relevant provisions
of the Financing Act are unlawful or invalid. If the Financing Act is invalidated, the financing order might also be invalidated.

Other states have passed electric utility deregulation laws similar to the Financing Act, and some of these laws have
been challenged by judicial actions. To date, none of these challenges has succeeded, but future judicial challenges might be
made. An unfavorable decision regarding another state’s law would not automatically invalidate the Financing Act or the
financing order, but it might provoke a challenge to the Financing Act, establish a legal precedent for a successful challenge to
the Financing Act or heighten awareness of the political and other risks of the transition bonds, and in that way may limit the
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liquidity and value of the transition bonds. Therefore, legal activity in other states may indirectly affect the value of your
investment in the transition bonds.

Future state legislative action might attempt to reduce the value of your investment in the transition bonds.

Despite its pledge in the Financing Act not to take or permit certain actions that would impair the value of the
transition property or the transition charges, the Texas legislature might attempt to repeal or amend the Financing Act in a
manner that limits or alters the transition property so as to reduce its value. For a description of the State’s pledge, please read
“The Financing Act—Entergy Texas and Other Utilities May Securitize Qualified Costs—State Pledge.” It might be possible
for the Texas legislature to repeal or amend the Financing Act notwithstanding the State’s pledge if the legislature acts in order
to serve a significant and legitimate public purpose. Any such action, as well as the costly and time-consuming litigation that
likely would ensue, might adversely affect the price and liquidity, the dates of payment of interest and principal and the
weighted average lives of the transition bonds. Moreover, the outcome of any litigation cannot be predicted. Accordingly, you
might incur a loss on or delay in recovery of your investment in the transition bonds.

If an action of the Texas legislature adversely affecting the transition property or the ability to collect transition
charges were considered a “taking” under the United States or Texas Constitutions, the State of Texas might be obligated to
pay compensation for the taking. However, even in that event, there is no assurance that any amount provided as compensation
would be sufficient for you to recover fully your investment in the transition bonds or to offset interest lost pending such
recovery.

Unlike the citizens of California, Massachusetts, Michigan and some other states, the citizens of the State of Texas
currently do not have the constitutional right to adopt or revise state laws by initiative or referendum. Thus, absent an
amendment of the Texas Constitution, the Financing Act cannot be amended or repealed by direct action of the electorate of
the State of Texas or of Entergy Texas’ service territory.

The enforcement of any rights against the State of Texas or the Texas commission under the State’s pledge may be
subject to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against state and local
governmental entities in Texas. These limitations might include, for example, the necessity to exhaust administrative remedies
prior to bringing suit in a court, or limitations on type and locations of courts in which the State of Texas or the Texas
commission may be sued.

The Texas commission might attempt to take actions that could reduce the value of your investment in the transition
bonds.

The Financing Act provides that a financing order is irrevocable and that the Texas commission may not directly or
indirectly, by any subsequent action, rescind or amend a financing order or reduce or impair the transition charges authorized
under a financing order, except for the true-up adjustments to the transition charges. However, the Texas commission retains
the power to adopt, revise or rescind rules or regulations affecting Entergy Texas. The Texas commission also retains the
power to interpret the financing order granted to Entergy Texas, and in that capacity might be called upon to rule on the
meanings of provisions of the order that might need further elaboration. Any new or amended regulations or orders from the
Texas commission might attempt to affect the ability of the servicer to collect the transition charges in full and on a timely
basis, the rating of the related transition bonds or their price and, accordingly, the amortization of such transition bonds and
their weighted average lives.

The servicer is required to file with the Texas commission, on our behalf, certain adjustments of the transition charges.
Please read “Entergy Texas’ Financing Order—PUCT Guaranteed True-Ups” and “The Servicing Agreement—The PUCT
Guaranteed Transition Charge Adjustment Process.” True-up adjustment procedures have been challenged in the past and may
be challenged in the future. Challenges to or delays in the true-up process might adversely affect the market perception and
valuation of the transition bonds. Also, any litigation might materially delay transition charge collections due to delayed
implementation of true-up adjustments and might result in missing payments or payment delays and lengthened weighted
average life of the related transition bonds.

SERVICING RISKS

Inaccurate consumption forecasting or unanticipated delinquencies or charge-offs might reduce scheduled payments on
the transition bonds.

The transition charges are generally assessed based on forecasted customer usage, which includes both kilowatts
demanded and kilowatt-hours of electricity consumed by retail customers. The amount and the rate of transition charge
collections will depend in part on actual electricity usage and the amount of collections and write-offs for each customer class.

14



If the servicer inaccurately forecasts electricity consumption or uses inaccurate customer delinquency or charge-off data when
setting or adjusting the transition charges, there could be a shortfall or material delay in transition charge collections, which
might result in missed or delayed payments of principal and interest and lengthened weighted average life of the transition
bonds. Please read “Entergy Texas’ Financing Order—PUCT Guaranteed True-Ups” and “The Servicing Agreement—The
PUCT Guaranteed Transition Charge Adjustment Process.”

Entergy Texas, the servicer, has historically forecasted customer usage based on kilowatt-hours and has historically
forecasted peak demand annually on a total company basis. The servicer does not generally forecast demand by customer rate
class, although it does so as a servicer for the prior transition bonds. Inaccurate forecasting of electricity consumption by the
servicer might result from, among other things, unanticipated weather or economic conditions, resulting in less electricity
consumption than forecast; general economic conditions being worse than expected, causing retail electric customers to
migrate from Entergy Texas’ service territory or reduce their electricity consumption; the occurrence of a natural disaster, such
as a hurricane or an act of terrorism or other catastrophic event; unanticipated changes in the market structure of the electric
industry; customers consuming less electricity than anticipated because of increased energy prices, unanticipated increases in
conservation efforts or unanticipated increases in electric usage efficiency; or customers unexpectedly switching to alternative
sources of energy, including self-generation of electric power.

The servicer’s use of inaccurate delinquency or charge-off rates might result also from, among other things,
unexpected deterioration of the economy or the unanticipated declaration of a moratorium on terminating electric service to
customers in the event of extreme weather, either of which would cause greater delinquencies or charge-offs than expected or
force Entergy Texas or any retail electric providers to grant additional payment relief to more customers; or the introduction
into the Texas service territory of REPs who collect payments arising from the transition charges, but who may fail to remit
retail customer charges to the servicer in a timely manner; or the failure of REPs to submit accurate and timely information to
the servicer regarding their collections and charge-offs; or any other unanticipated change in law that makes it more difficult
for Entergy Texas or retail electric providers, if any, to terminate service to nonpaying customers or that requires Entergy
Texas or retail electric providers, if any, to apply more lenient credit standards in accepting retail electric customers.

Changes to billing and collection practices may reduce the amount of funds available for payments on the bonds.

The methodology of determining the amount of the transition charge billed to each consumer is specified in the
financing order. Although Entergy Texas may not change this methodology, Entergy Texas, as servicer, may set, and may
change, its own billing and collection arrangements with each retail electricity consumer and with each REP, if any. For
example, to recover part of an outstanding electricity bill, Entergy Texas may agree to extend a consumer’s payment schedule
or to write off the remaining portion of the bill. Similarly, the Texas commission may require changes to these practices.
Under the methodology specified in the financing order, this might result in an extension of the consumer’s payment of
transition charges. Thus, any changes in billing and collection practices or regulations might make it more difficult for the
servicer to collect the transition charge and might adversely affect the value of the transition bonds and their weighted average
lives. The servicing agreement provides, however, that the servicer will not take any action that will adversely impair our
interest in the transition property.

Your investment in the transition bonds depends on Entergy Texas or its successor or assignee, acting as servicer of the
transition property.

Entergy Texas, as servicer, will be responsible for, among other things, calculating, billing and collecting the
transition charges from retail electric consumers, or, in the future, any retail electric providers operating in Entergy Texas’
service territory, submitting requests to the Texas commission to adjust these charges, monitoring the collateral for the
transition bonds and taking certain actions in the event of non-payment by retail electric consumers, or, in the future, by any
retail electric providers. The trustee’s receipt of collections in respect of transition charges, which will be used to make
payments on the transition bonds, will depend in part on the skill and diligence of the servicer in performing these functions.
The systems the State of Texas and servicer have in place for transition charge billings and collections might, in particular
circumstances, cause the servicer to experience difficulty in performing these functions in a timely and completely accurate
manner. If the servicer fails to make collections for any reason, then the servicer’s payments to the trustee in respect of the
transition charges might be delayed or reduced. In that event, our payments on the related transition bonds might be delayed or
reduced.

If we replace Entergy Texas as the servicer, we may experience difficulties finding and using a replacement servicer.

If Entergy Texas ceases to service the transition property, it might be difficult to find a successor servicer. Under the
financing order, the appointment of a successor servicer and the annual servicing fee payable to a successor servicer require
PUCT approval if it exceeds 0.60% of the aggregate initial principal amount of all outstanding transition bonds. In addition,
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the servicing fee for any replacement servicer may not exceed 0.60% of the aggregate initial principal amount of all
outstanding transition bonds unless the rating agency condition is satisfied. Please read “The Servicing Agreement—Servicing
Compensation.” Also, any successor servicer might have less experience and ability than Entergy Texas and might experience
difficulties in collecting transition charges and determining appropriate adjustments to the transition charges, and billing and/or
payment arrangements may change, resulting in delays or disruptions of collections. A successor servicer might charge fees
that are substantially higher than the fees paid to Entergy Texas as servicer. In the event of the commencement of a case by or
against the servicer under the United States Bankruptcy Code or similar laws, we and the trustee might be prevented from
effecting a transfer of servicing due to operation of the Bankruptcy Code. Any of these factors and others might delay the
timing of payments and may reduce the value of your investment.

It might be difficult to collect transition charges from retail electric providers.

If retail competition is ever introduced into Entergy Texas’ service territory, then retail electric customers will pay the
transition charges not to Entergy Texas, but to retail electric providers who supply them with electric power. The retail electric
providers will be responsible for billing retail customers and will be obligated to remit to the servicer payments of the transition
charges, less a specified percentage allowance for charge-offs of delinquent customer accounts, within 35 days of billing from
the servicer, even if they do not collect the transition charges from retail electric customers. Please read “Future Retail Electric
Providers.” Because the retail electric providers will bill most retail electric customers for the transition charges, we will have
to rely on a relatively small number of entities for the collection of the bulk of the transition charges.

Failure by the retail electric providers, if any, to remit transition charges to the servicer might cause delays in
payments on the transition bonds and adversely affect your investment in the transition bonds. The servicer will not pay any
shortfalls resulting from the failure of any retail electric provider to forward transition charge collections.

Adjustments to the transition charges and any credit support provided by a retail electric provider, while available to
compensate for a failure by a retail electric provider to pay the transition charges to the servicer, might not be sufficient to
protect the value of your investment in the transition bonds. Please read “Entergy Texas’ Financing Order—PUCT Guaranteed
True-Ups” and “The Servicing Agreement—The PUCT Guaranteed Transition Charge Adjustment Process.”

PURA provides for one or more retail electric providers in each area that is open to retail competition to be designated
the “provider of last resort” for that area or for specified customer classes. The provider of last resort is required to offer basic
electric service to retail customers in its designated area, regardless of the creditworthiness of the customer. The provider of
last resort might face greater difficulty in bill collection than other retail electric providers and therefore the servicer may face
greater difficulty in collecting transition charges from the provider of last resort.

Retail electric providers, if retail competition ever commences in Entergy Texas’ service territory, may issue a single
bill to individual retail customers that includes all charges related to the purchase of electricity, without separately itemizing
the transition charge component of the bill. A retail electric provider’s use of a consolidated bill might increase the risk that
customers who have claims against the retail electric provider will attempt to offset those claims against transition charges or
increase the risk that, in the event of a bankruptcy of a retail electric provider, a bankruptcy court would find that the retail
electric provider has an interest in the transition property and would make it more difficult to terminate the services of a
bankrupt retail electric provider or collect transition charges from its customers.

Competitive metering services might result in unexpected problems in receiving accurate metering data.

As part of the restructuring of the Texas electric industry, certain metering services can be provided on a competitive
basis to commercial and industrial customers, and third parties are permitted to perform metering services and provide
metering data to the servicer that the servicer will utilize in calculating and billing transition charges. The Texas commission
has adopted a rule under which the Electric Reliability Council of Texas, the entity designated by the Texas commission to
administer the competitive retail market in Texas, establishes and periodically revises a list of qualifying competitive meters.
The Texas commission’s rule also provides for testing of competitive meters, for data management, and for the use of meter
data for billing by transmission and distribution utilities.

As retail competition has not been introduced into Entergy Texas’ service territory, competitive metering is not
available to commercial and industrial customers in Entergy Texas’ service territory. However, it is possible it may be
available in the future.

Since third parties may not have previously performed metering services in Entergy Texas’ service territory, there
might be unforeseen problems in converting to the third-party’s metering system, in taking accurate meter readings and in
collecting and processing accurate metering data following the conversion to competitive metering. Inaccurate metering data
might lead to inaccuracies in the calculation and imposition of transition charges and might give rise to disputes between the
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servicer and REPs regarding payments resulting in missing or delayed payments of principal and interest and a lengthened
weighted average life of the transition bonds.

Limits on rights to terminate service might make it more difficult to collect the transition charges.

The financing order expressly provides that we may authorize the servicer to disconnect service for nonpayment of
transition charges to the same extent as an electric utility. Moreover, if the servicer is billing customers for transition charges,
the servicer may terminate transmission and distribution service to the customer for non-payment of transition charges pursuant
to the applicable rules of the Texas commission. Nonetheless, Texas statutory requirements and the rules and regulations of the
Texas commission, which may change from time to time, regulate and control the right to disconnect service. For example,
Entergy Texas generally may not terminate service to a retail customer on (1) a weekend day or holiday, (2) a day when the
previous day’s high temperature did not exceed 32 degrees Fahrenheit and the temperature is predicted to remain at or below
that level for the next 24 hours or (3) a day for which the National Weather Service issues a heat advisory for any county in
Entergy Texas’ service territory, or when a heat advisory has been issued for either of the two prior calendar days. To the
extent these retail electric customers do not pay for their electric service, Entergy Texas will not be able to collect transition
charges from these retail electric customers. Although retail electric providers would have to pay the servicer the transition
charges on behalf of those customers (subject to any charge-off allowance and annual reconciliation rights), if retail
competition commences in Entergy Texas’ service territory, continuing service to non-paying customers could affect the ability
of retail electric providers to make such payment.

Future adjustments to transition charges by customer class might result in insufficient collections.

The customers who pay transition charges are divided into customer classes. Transition charges will be functionalized
and allocated to customers in the same manner as the corresponding facilities and related expenses are functionalized and
allocated in the utility’s current base rates.

A shortfall in collections of transition charges in one customer class may be corrected by making adjustments to the
transition charges payable by that customer class and any other customer class. If certain customers in a class fail to pay
transition charges or cease to be customers, the servicer might have to substantially increase the transition charges for the
remaining customers in that customer class and for other customer classes. This effect might be more extreme in the case of
Entergy Texas’ industrial class customers. Other factors, such as economic conditions, could also lead to industrial customers
reducing their demand for electricity or to abandon operation of their facilities. The inability to impose and collect transition
charges or the failure to collect transition charges from such retail customers could lead to increases in transition charges for
other customers. These increases could lead to further unanticipated failures by the remaining customers to pay transition
charges, thereby increasing the risk of a shortfall in funds to pay the transition bonds.

RISKS ASSOCIATED WITH THE UNUSUAL NATURE OF THE TRANSITION PROPERTY

We will not receive transition charges in respect of electric service provided more than 15 years from the date of
issuance of the transition bonds.

Entergy Texas will not be entitled to charge transition charges for electricity delivered after the fifteenth anniversary
of the issuance of the transition bonds. If transition charges collected for electricity delivered through the fifteenth anniversary
of the transition bonds are not sufficient to repay the transition bonds in full, no other funds will be available to pay the unpaid
balance due on the transition bonds.

Foreclosure of the trustee’s lien on the transition property securing the transition bonds might not be practical, and
acceleration of the transition bonds before maturity might have little practical effect.

Under the Financing Act and the indenture, the trustee or the transition bondholders have the right to foreclose or
otherwise enforce the lien on the transition property securing the transition bonds. However, in the event of foreclosure, there is
likely to be a limited market, if any, for the transition property. Therefore, foreclosure might not be a realistic or practical
remedy. Moreover, although principal of the transition bonds will be due and payable upon acceleration of the transition bonds
before maturity, transition charges would not likely be accelerated and the nature of our business will result in principal of the
transition bonds being paid as funds become available. If there is an acceleration of the transition bonds, all tranches of the
transition bonds will be paid pro rata; therefore, some tranches might be paid earlier than expected and some tranches might be
paid later than expected.
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STORM-RELATED RISKS

Storm damage to Entergy Texas’ service territory could impair payment of the transition bonds.

Entergy Texas’ service territory was affected by Hurricane Rita in 2005, and again in 2008 by Hurricanes lke and
Gustav, disrupting Entergy Texas’ operations, and depleting its storm reserve leading the Texas legislature to enact the
Financing Act. Future storms could have similar or more drastic effects. Transmission and/or distribution facilities could be
damaged or destroyed and usage of electricity could be interrupted temporarily, reducing the collections of transition charges.
There could be longer-lasting weather-related adverse effects on residential and commercial development and economic
activity in Entergy Texas’ service territory, which could cause the per-kWh transition charge to be greater than expected.
Legislative action adverse to the bondholders might be taken in response, and such legislation, if challenged as violative of the
State Pledge, might be defended on the basis of public necessity. Please read “The Financing Act—The Financing Act and
other provisions of PURA authorizes utilities to recover hurricane-related costs through the issuance of bonds” and “—Entergy
Texas and other utilities may securitize qualified costs—State Pledge” in this prospectus.

RISKS ASSOCIATED WITH POTENTIAL BANKRUPTCY PROCEEDINGS OF THE SELLER OR
THE SERVICER

For a more detailed discussion of the following bankruptcy risks, please read “How a Bankruptcy May Affect Your
Investment.”

The servicer will commingle the transition charges with other revenues it collects, which might obstruct access to the
transition charges in case of the servicer’s bankruptcy and reduce the value of your investment in the transition bonds.

The servicer will be required to remit to the trustee on a daily basis (and within two business days of the expected date
of receipt) estimated transition charge collections which were billed earlier to the customer, the lag being based on the average
number of days bills remain outstanding. The servicer will not segregate the transition charges from the other funds it collects
from retail electric customers or retail electric providers, if any, or its general funds. The transition charges will be segregated
only when the servicer pays them to the trustee.

Despite this requirement, the servicer might fail to pay the full amount of the transition charges to the trustee or might
fail to do so on a timely basis. This failure, whether voluntary or involuntary, might materially reduce the amount of transition
charge collections available to make payments on the transition bonds.

The Financing Act provides that the priority of a lien and security interest perfected in transition property is not
impaired by the commingling of the funds arising from transition charges with any other funds. In a bankruptcy of the servicer,
however, a bankruptcy court might rule that federal bankruptcy law takes precedence over the Financing Act and might decline
to recognize our right to collections of the transition charges that are commingled with other funds of the servicer as of the date
of bankruptcy. If so, the collections of the transition charges held by the servicer as of the date of bankruptcy would not be
available to pay amounts owing on the transition bonds. In this case, we would have only a general unsecured claim against the
servicer for those amounts, which is a creditor’s claim against a debtor without a priority for payment and for which the
creditor holds no security or collateral. This decision could cause material delays in payments of principal or interest, or
losses, on your transition bonds and could materially reduce the value of your investment in the transition bonds, particularly if
it occurred in the fifteenth year of the transition bonds after the completion of which no transition charges can be charged.

The bankruptcy of Entergy Texas or any successor seller might result in losses or delays in payments on the transition
bonds.
The Financing Act and the financing order provide that as a matter of Texas state law:

o the rights and interests of a selling utility under the financing order, including the right to impose, collect and
receive transition charges, are contract rights of the seller,

o the seller may make a present transfer of its rights under the financing order, including the right to impose, collect
and receive future transition charges that retail customers do not yet owe,

e upon the transfer to us, the rights will become transition property, and transition property constitutes a present
property right, even though the imposition and collection of transition charges depend on further acts that have
not yet occurred, and
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o atransfer of the transition property from the seller or its affiliate, to us, under an agreement that expressly states
the transfer is a sale or other absolute transfer, is a true sale of the transition property and not a pledge of the
transition property to secure a financing by the seller.

These provisions are important to maintaining payments on the transition bonds in accordance with their terms during
any bankruptcy of Entergy Texas. In addition, the transaction has been structured with the objective of keeping us legally
separate from Entergy Texas and its affiliates in the event of a bankruptcy of Entergy Texas or any such affiliates.

A bankruptcy court generally follows state property law on issues such as those addressed by the state law provisions
described above. However, a bankruptcy court does not follow state law if it determines that the state law is contrary to a
paramount federal bankruptcy policy or interest. If a bankruptcy court in a Entergy Texas bankruptcy refused to enforce one or
more of the state property law provisions described above, the effect of this decision on you as a beneficial owner of the
transition bonds might be similar to the treatment you would receive in a Entergy Texas bankruptcy if the transition bonds had
been issued directly by Entergy Texas. A decision by the bankruptcy court that, despite our separateness from Entergy Texas,
our assets and liabilities and those of Entergy Texas should be consolidated would have a similar effect on you as a
bondholder.

We have taken steps together with Entergy Texas, as the seller, to reduce the risk that in the event the seller or an
affiliate of the seller were to become the debtor in a bankruptcy case, a court would order that our assets and liabilities be
substantively consolidated with those of Entergy Texas or an affiliate. Nonetheless, these steps might not be completely
effective, and thus if Entergy Texas or an affiliate of the seller were to become a debtor in a bankruptcy case, a court might
order that our assets and liabilities be consolidated with those of Entergy Texas or an affiliate of the seller. This might cause
material delays in payment of, or losses on, your transition bonds and might materially reduce the value of your investment in
the transition bonds. For example:

e without permission from the bankruptcy court, the trustee might be prevented from taking actions against Entergy
Texas or recovering or using funds on your behalf or replacing Entergy Texas as the servicer,

o the bankruptcy court might order the trustee to exchange the transition property for other property, of lower value,

e tax or other government liens on Entergy Texas’ property might have priority over the trustee’s lien and might be
paid from collected transition charges before payments on the transition bonds,

e the trustee’s lien might not be properly perfected in the collected transition property collections prior to or as of
the date of Entergy Texas’ bankruptcy, with the result that the transition bonds would represent only general
unsecured claims against Entergy Texas,

o the bankruptcy court might rule that neither our property interest nor the trustee’s lien extends to transition
charges in respect of electricity consumed after the commencement of Entergy Texas’ bankruptcy case, with the
result that the transition bonds would represent only general unsecured claims against Entergy Texas,

e we and Entergy Texas might be relieved of any obligation to make any payments on the transition bonds during
the pendency of the bankruptcy case and might be relieved of any obligation to pay interest accruing after the
commencement of the bankruptcy case,

o Entergy Texas might be able to alter the terms of the transition bonds as part of its plan of reorganization,

e the bankruptcy court might rule that the transition charges should be used to pay, or that we should be charged
for, a portion of the cost of providing electric service, or

e the bankruptcy court might rule that the remedy provisions of the sale agreement are unenforceable, leaving us
with an unsecured claim for actual damages against Entergy Texas that may be difficult to prove or, if proven, to
collect in full.

Furthermore, if Entergy Texas enters bankruptcy proceedings, it might be permitted to stop acting as servicer and it
may be difficult to find a third party to act as servicer. The failure of the servicer to perform its duties or the inability to find a
successor servicer might cause payment delays or losses on your investment in the transition bonds. Also, the mere fact of a
servicer or seller bankruptcy proceeding might have an adverse effect on the resale market for the transition bonds and on the
value of the transition bonds.
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The sale of the transition property might be construed as a financing and not a sale in a case of Entergy Texas’
bankruptcy which might delay or limit payments on the transition bonds.

The Financing Act provides that the characterization of a transfer of transition property as a sale or other absolute
transfer will not be affected or impaired by treatment of the transfer as a financing for federal or state tax purposes or financial
reporting purposes. We and Entergy Texas will treat the transaction as a sale under applicable law, although for financial
reporting and state income and franchise tax purposes the transaction is intended to be treated as a financing. In the event of a
bankruptcy of Entergy Texas, a party in interest in the bankruptcy might assert that the sale of the transition property to us was
a financing transaction and not a “sale or other absolute transfer” and that the treatment of the transaction for financial
reporting and tax purposes as a financing and not a sale lends weight to that position. If a court were to characterize the
transaction as a financing, we expect that we would, on behalf of ourselves and the trustee, be treated as a secured creditor of
Entergy Texas in the bankruptcy proceedings, although a court might determine that we only have an unsecured claim against
Entergy Texas. Even if we had a security interest in the transition property, we would not likely have access to the related
transition charge collections during the bankruptcy and would be subject to the risks of a secured creditor in a bankruptcy case,
including the possible bankruptcy risks described in the immediately preceding risk factor. As a result, repayment of the
transition bonds might be significantly delayed and a plan of reorganization in the bankruptcy might permanently modify the
amount and timing of payments to us of the transition charge collections and therefore the amount and timing of funds
available to us to pay transition bondholders.

If the servicer enters bankruptcy proceedings, the collections of the transition charges held by the servicer as of the date
of bankruptcy might constitute preferences, which means these funds might be unavailable to pay amounts owing on
the transition bonds.

In the event of a bankruptcy of the servicer, a party in interest might take the position that the remittance of funds
prior to bankruptcy of the servicer, pursuant to the servicing agreement or an intercreditor agreement, constitutes a preference
under bankruptcy law if the remittance of those funds was deemed to be paid on account of a preexisting debt. If a court were
to hold that the remittance of funds constitutes a preference, any such remittance within 90 days of the filing of the bankruptcy
petition could be avoidable, and the funds could be required to be returned to the bankruptcy estate of the servicer. To the
extent that transition charges have been commingled with the general funds of the servicer, the risk that a court would hold that
a remittance of funds was a preference would increase. Also, we or the servicer may be considered an “insider” with any retail
electric provider that is affiliated with us or the servicer. If the servicer or we are considered to be an “insider” of the retail
electric provider, any such remittance made within one year of the filing of the bankruptcy petition could be avoidable as well
if the court were to hold that such remittance constitutes a preference. In either case, we or the trustee would merely be an
unsecured creditor of the servicer. If any funds were required to be returned to the bankruptcy estate of the servicer, we would
expect that the amount of any future transition charges would be increased through the true-up mechanism to recover such
amount.

Claims against Entergy Texas or any successor seller might be limited in the event of a bankruptcy of the seller.

If the seller were to become a debtor in a bankruptcy case, claims, including indemnity claims, by us against the seller
under the sale agreement and the other documents executed in connection with the sale agreement could be unsecured claims
and would be disposed of in the bankruptcy case. In addition, the bankruptcy court might estimate any contingent claims that
we have against the seller and, if it determines that the contingency giving rise to these claims is unlikely to occur, estimate the
claims at a lower amount. A party in interest in the bankruptcy of the seller might challenge the enforceability of the indemnity
provisions in the sale agreement. If a court were to hold that the indemnity provisions were unenforceable, we would be left
with a claim for actual damages against the seller based on breach of contract principles, which would be subject to estimation
and/or calculation by the court. We cannot give any assurance as to the result if any of the above-described actions or claims
were made. Furthermore, we cannot give any assurance as to what percentage of their claims, if any, unsecured creditors would
receive in any bankruptcy proceeding involving the seller.

The bankruptcy of Entergy Texas or any successor seller might limit the remedies available to the trustee.

Upon an event of default of the transition bonds under the indenture, the Financing Act permits the trustee to enforce
the security interest in the transition property in accordance with the terms of the indenture. In this capacity, the trustee is
permitted to request the Texas commission or a Travis County, Texas district court to order the sequestration and payment to
the bondholders of all revenues arising with respect to the transition property. There can be no assurance, however, that the
Texas commission or the Travis County, Texas district court would issue this order after a Entergy Texas bankruptcy in light of
the automatic stay provisions of Section 362 of the United States Bankruptcy Code. In that event, the trustee would be required
to seek an order from the bankruptcy court lifting the automatic stay to permit this action by the Texas court, and an order
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requiring an accounting and segregation of the revenues arising from the transition property. There can be no assurance that a
court would grant either order. Any failure to grant such order could result in the losses or material delays in payment on your
transition bonds and could materially reduce the value of your investment.

RISKS ASSOCIATED WITH POTENTIAL BANKRUPTCY PROCEEDINGS OF FUTURE
RETAIL ELECTRIC PROVIDERS IF RETAIL COMPETITION IS INTRODUCED

As described under “The Texas Electricity Market Restructuring Plan — Entergy Texas’ Service Territory Could Experience
Deregulation in the Future”, if the provisions of PURA remain unchanged and Entergy Texas remains a member of
Southeastern Electric Reliability Council or SERC, it is possible, but not likely, that there will be any competing retail electric
providers within the term that the transition bonds are outstanding. Nonetheless, it is possible that retail competition may be
introduced into Entergy Texas’ service territory. If retail competition is introduced into Entergy Texas’ service territory, REPs,
and not Entergy Texas, will collect the transition charges from customers. In such event, the following risks may arise. Please
read “Future Retail Electric Providers.”

If retail competition is introduced into Entergy Texas’ service territory, retail electric providers will collect the
transition charges and may commingle such charges with other revenues they collect. This may cause losses on or
reduce the value of your investment in the transition bonds in the event a retail electric provider enters bankruptcy
proceedings.

If retail competition is introduced into Entergy Texas’ service territory, REPs, and not Entergy Texas, will collect the
transition charges from customers. A retail electric provider is not required under Texas commission rules to segregate from its
general funds the transition charges it collects, but is required to remit to the servicer amounts billed to it for transition charges,
less an amount relating to expected customer charge-offs, within 35 days of the billing by the servicer. A retail electric provider
nevertheless might fail to remit the full amount of the transition charges owed to the servicer or might fail to do so on a timely
basis. This failure, whether voluntary or involuntary, might materially reduce the amount of transition charge collections
available on the next payment date to make timely payments on the transition bonds.

The Financing Act provides that the priority of a perfected lien on transition property will not be impaired by the
commingling of these funds with other funds. In a bankruptcy of a retail electric provider, however, a bankruptcy court might
rule that federal bankruptcy law takes precedence over the Financing Act and does not recognize our right to receive the
collected transition charges that are commingled with other funds of a retail electric provider as of the date of bankruptcy. If so,
the collections of the transition charges held by a retail electric provider as of the date of bankruptcy would not be available to
pay amounts owing on the transition bonds. In this case, we would have only a general unsecured claim against the retail
electric provider for those amounts. This decision might cause material delays in payments of principal or interest or losses on
your transition bonds and could materially reduce the value of your investment in the transition bonds, particularly if it
occurred in the fifteenth year of the transition bonds after the completion of which no transition charges can be charged. Please
read “How a Bankruptcy May Affect Your Investment.”

If a retail electric provider enters bankruptcy proceedings, any cash deposit of the retail electric provider held by the
trustee might not be available to cover amounts owed by the retail electric provider.

If a retail electric provider does not have the credit rating required by the financing order, it may nevertheless qualify
to act as a retail electric provider if, among other alternatives, it provides a cash deposit equal to two months” maximum
expected transition charge collections. Those cash deposits will be held by the trustee for the benefit of the bondholders. If the
retail electric provider becomes bankrupt, the trustee would be stayed from applying that cash deposit to cover amounts owed
by the retail electric provider absent relief from the court, and the trustee might be required to return that cash deposit to the
retail electric provider’s bankruptcy estate if the bankruptcy court determines there is no valid right of set-off or recoupment. In
that case, the issuing entity might only have an unsecured claim for any amounts owed by the retail electric provider in the
retail electric provider’s bankruptcy proceedings.

If a retail electric provider enters bankruptcy proceedings, transition charge payments made by that retail electric
provider to the servicer might constitute preferences, and the servicer may be required to return such funds to the
bankruptcy estate of the retail electric provider.

In the event of a bankruptcy of a retail electric provider, a party in interest might take the position that the remittance
of funds by the retail electric provider to the servicer, pursuant to the financing order, prior to bankruptcy constitutes a
preference under bankruptcy law if the remittance of those funds was deemed to be paid on account of a preexisting debt. If a
court were to hold that the remittance of funds constitutes preferences, any remittance of such funds made within 90 days of the
filing of the bankruptcy petition might be avoidable, and the funds might be required to be returned to the bankruptcy estate of
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the retail electric provider by us or the servicer. To the extent that transition charges have been commingled with the general
funds of the retail electric provider, the risk that a court would hold that a remittance of funds was a preference would increase.
Also, we or the servicer might be considered an “insider” with any retail electric provider that is affiliated with us or the
servicer. If the servicer or we are considered to be an “insider” of the retail electric provider, any such remittance made within
one year of the filing of the bankruptcy petition could be avoidable as well if the court were to hold that such remittance
constitutes a preference. In either case, we or the servicer would merely be an unsecured creditor of the retail electric provider.
If any funds were required to be returned to the bankruptcy estate of the retail electric provider, we would expect that the
amount of any future transition charges would be increased through the true-up mechanism to recover the amount returned.

Furthermore, the mere fact of a retail electric provider bankruptcy proceeding could have an adverse effect on the
resale market for the transition bonds and on the value of the transition bonds. Please read “How a Bankruptcy May Affect
Your Investment.”

OTHER RISKS ASSOCIATED WITH AN INVESTMENT IN THE TRANSITION BONDS

Entergy Texas’ indemnification obligations under the sale and servicing agreements are limited and might not be
sufficient to protect your investment in the transition bonds.

Entergy Texas is obligated under the sale agreement to indemnify us and the trustee, for itself and on behalf of the
transition bondholders, only in specified circumstances and will not be obligated to repurchase any transition property in the
event of a breach of any of its representations, warranties or covenants regarding the transition property. Similarly, Entergy
Texas is obligated under the servicing agreement to indemnify us, the trustee, for itself and on behalf of the transition
bondholders, and the Texas commission only in specified circumstances. Please read “The Sale Agreement” and “The
Servicing Agreement.”

Neither the trustee nor the transition bondholders will have the right to accelerate payments on the transition bonds as
aresult of a breach under the sale agreement or servicing agreement, absent an event of default under the indenture as
described in “Description of the Transition Bonds—Events of Default; Rights Upon Event of Default.” Furthermore, Entergy
Texas might not have sufficient funds available to satisfy its indemnification obligations under these agreements, and the
amount of any indemnification paid by Entergy Texas might not be sufficient for you to recover all of your investment in the
transition bonds. In addition, if Entergy Texas becomes obligated to indemnify transition bondholders, the ratings on the
transition bonds will likely be downgraded as a result of the circumstances causing the breach and the fact that transition
bondholders will be unsecured creditors of Entergy Texas with respect to any of these indemnification amounts.

Entergy Texas may cause the issuance of additional transition bonds through another affiliated entity.

Entergy Texas, one of the entities that emerged from the reorganization of Entergy Gulf States, Inc. pursuant to a
jurisdictional split plan, has in the past and may in the future sell transition property to one or more entities other than us in
connection with the issuance of a new issuance of transition bonds, in any such case without your prior review or approval.
Any new issuance may include terms and provisions that would be unique to that particular issue. We may not issue additional
transition bonds. Entergy Texas will likely serve as servicer for any new issuance.

Entergy Texas may not sell transition property to other entities issuing transition bonds if the issuance would result in
the credit ratings on any outstanding series of transition bonds being reduced or withdrawn. In the event a customer does not
pay in full all amounts owed under any bill including transition charges, Entergy Texas, as servicer, is required to allocate any
resulting shortfalls in transition charges ratably based on the amounts of transition charges owing in respect of the bonds,
amounts owing to us, amounts owing to Entergy Gulf States Reconstruction Funding I, LLC with respect to the prior transition
bonds, and any amounts owing to any subsequently created affiliate of Entergy Texas which issues transition bonds. However,
we cannot assure you that a new issuance would not cause reductions or delays in payments on your transition bonds.

Entergy Texas’ ratings might affect the market value of the transition bonds.
A downgrading of the credit ratings on the debt of Entergy Texas might have an adverse effect on the market value of
your transition bonds.

Technological change might make alternative energy sources more attractive in the future.

Technological developments might result in the introduction of economically attractive alternatives to purchasing
electricity through Entergy Texas’ distribution facilities for increasing numbers of retail customers. Manufacturers of self-
generation facilities may develop smaller-scale, more fuel-efficient generating units that can be cost-effective options for a
greater number of retail customers. Under the financing order, electric customers within Entergy Texas’ service territory whose
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load is served by a new on-site power generation facility with a rated capacity of 10 MW or less are not required to pay
transition charges except to the extent Entergy Texas’ distribution lines are used to provide such energy. Technological
developments might allow greater numbers of retail customers to avoid transition charges under such provisions, which may
reduce the total number of retail customers from which transition charges will be collected.

The absence of a secondary market for the transition bonds might limit your ability to resell your transition bonds.

The underwriters for the transition bonds might assist in resales of the transition bonds, but they are not required to do
s0. A secondary market for the transition bonds might not develop. If a secondary market does develop, it might not continue
or it might not be sufficiently liquid to allow you to resell any of your transition bonds. Please read “Plan of Distribution.”

You might receive principal payments for your transition bonds later than you expect.

The amount and the rate of collection of the transition charges for the transition bonds, together with the transition
charge adjustments, will generally determine whether there is a delay in the scheduled repayments of transition bond principal.
If the servicer collects the transition charges at a slower rate than expected from any retail electric provider, it might have to
request adjustments of the transition charges. If those adjustments are not timely and accurate, you might experience a delay in
payments of principal and interest and a decrease in the value of your investment in the transition bonds.

THE FINANCING ACT

The Financing Act and other provisions of PURA authorize utilities to recover hurricane-related costs through the
issuance of bonds.

In September 2005, Texas was struck by Hurricane Rita, which caused widespread damage to infrastructure and
power outages throughout Entergy Texas’ service territory. In response to the damage to utility infrastructure, the Texas
legislature passed HB 163, codified as Sections 39.458-463 of Chapter 39 of PURA, authorizing the Texas commission to issue
financing orders allowing for the securitization of hurricane reconstruction costs. Pursuant to a financing order issued by the
Texas commission on April 2, 2007 (as corrected on April 23, 2007), Entergy Gulf States, Inc., or EGSI, sold transition
property to an affiliate, Entergy Gulf States Reconstruction Funding I, LLC. The affiliate, on June 29, 2007, issued
$329,500,000 Senior Secured Transition Bonds, Series A. We refer to these bonds as the prior transition bonds. The proceeds
of the prior transition bonds were paid to EGSI to retire debt and equity attributable to hurricane costs. Following the issuance
of the prior transition bonds, EGSI was reorganized pursuant to a jurisdictional separation plan into two vertically integrated
utility companies, Entergy Gulf States Louisiana, L.L.C. operating as a public utility in Louisiana, and Entergy Texas operating
as a public utility in Texas. Entergy Texas succeeded EGSI in the role of sponsor, seller and servicer for the prior transition
bonds. Neither the transition charges which are authorized to be collected to repay the prior transition bonds, nor any other
security held for the benefit of such bonds constitute security for the bonds offered by this prospectus.

In September 2008, Hurricane Ike caused catastrophic damage to Entergy Texas’ service territory. Earlier in the
month the service territory of several Texas utilities had been affected by Hurricane Gustav. Hurricane Ike resulted in
widespread power outages, significant damage to distribution, transmission, and generation infrastructure, and the loss of sales
during the power outages. In response to the damage caused by these storms, the Texas legislature passed SB 769, adding
Subchapter | of Chapter 36 of PURA (codified as Sections 36.401-406 of PURA). Under Section 36.403, the procedures and
standards of SB 769, as well as the provisions of Subchapter G of Chapter 39 of PURA, govern the application for, and the
Texas commission’s issuance of, a financing order allowing for the securitization of system restoration costs. Subchapter | of
Chapter 36 and Subchapter G of Chapter 39 of PURA are collectively referred to as the Financing Act.

The Financing Act authorizes certain electric utilities in Texas, including Entergy Texas, to finance the recovery of
certain costs incurred as a result of any tropical storm or hurricane, ice or snow storm, flood or other weather-related event or
natural disaster that occurred on 2008 or thereafter, which are referred to under the Financing Act and in this prospectus as
system restoration costs, as well as the costs expensed or charged to the storm reserve and the costs of issuing, supporting, and
servicing transition bonds, through the issuance of transition bonds. A Texas utility must apply to the Texas commission for a
financing order under the Financing Act to authorize the issuance of transition bonds. Entergy Texas applied for a financing
order under the Financing Act, which was issued by the Texas commission on September 11, 2009.
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Entergy Texas and other utilities may securitize qualified costs

We May Issue Transition Bonds to Recover Entergy Texas’ System Restoration Costs.

The Financing Act authorizes the Texas commission to issue financing orders approving the issuance of transition
bonds in series to recover certain qualified costs of an electric utility, including system restoration costs and the cost of
carrying system restoration costs. A utility, its successors or a third-party assignee of a utility may issue transition bonds. The
Financing Act requires the proceeds of the transition bonds to be used only for the purpose of reducing the amount of
recoverable system restoration costs, as determined by the Texas commission, through the refinancing or retirement of utility
debt or equity and the payment of up-front qualified costs. The transition bonds are secured by and payable from transition
property, which includes the right to impose, collect and receive transition charges. Transition bonds may have a maximum
maturity of 15 years. Under the Financing Act, system restoration costs are to be functionalized and allocated to customers in
the same manner as the corresponding facilities and related expenses are functionalized and allocated in a utility’s current base
rates. Transition charges can be imposed only when and to the extent that transition bonds are issued.

The Financing Act contains a number of provisions designed to facilitate the securitization of qualified costs.

Creation of Transition Property.

Under the Financing Act, transition property is created when the rights and interests of an electric utility or successor
under a financing order, including the right to impose, collect and receive transition charges authorized in the financing order,
are first transferred to an assignee, such as us, or pledged in connection with the issuance of transition bonds.

A Financing Order is Irrevocable.

A financing order, once effective, together with the transition charges authorized in the financing order, is irrevocable
and not subject to reduction, impairment, or adjustment by the Texas commission, except for adjustments pursuant to the
Financing Act in order to correct overcollections or undercollections and to provide that sufficient funds are available to
provide on a timely basis for payments of debt service and other required amounts in connection with the transition bonds.
Although a financing order is irrevocable, the Financing Act allows for applicants to apply for one or more new financing
orders to provide for retiring and refunding transition bonds if such retirement or refunding would result in lower transition
charges.

State Pledge.

Under the Financing Act, the State of Texas has pledged, for the benefit and protection of transition bondholders and
Entergy Texas, that it will not take or permit any action that would impair the value of the transition property, or, except for
adjustments discussed in “Entergy Texas’ Financing Order—PUCT Guaranteed True-ups” and “The Servicing Agreement—
The PUCT Guaranteed Transition Charge Adjustment Process,” reduce, alter, or impair the transition charges to be imposed,
collected and remitted to transition bondholders until the principal, interest and premium, if any, and any other charges
incurred and contracts to be performed in connection with the related transition bonds have been paid and performed in full.
Please read “Risk Factors—Risks Associated with Potential Judicial, Legislative or Regulatory Actions.”

Constitutional Matters.

To date, no federal or Texas cases addressing the repeal or amendment of securitization provisions analogous to those
contained in the Financing Act have been decided. There have been cases in which federal courts have applied the Contract
Clause of the United States Constitution and Texas courts have applied the Contract Clause of the Texas Constitution to strike
down legislation regarding similar matters, such as legislation reducing or eliminating taxes, public charges or other sources of
revenues servicing other types of bonds issued by public instrumentalities or private issuers, or otherwise substantially
impairing or eliminating the security for bonds or other indebtedness. Based upon this case law, Sidley Austin LLP expects to
deliver an opinion, prior to the closing of an offering of the transition bonds described in a prospectus supplement
accompanying this prospectus, to the effect that the language of the State Pledge constitutes a contractual relationship with the
bondholder and therefore the transition bondholders (or the trustee acting on their behalf) could, absent a demonstration that
such action was necessary to serve a significant and legitimate public purpose, challenge successfully the constitutionality
under the United States Constitution of any act by the State of Texas (including the Texas commission) of a legislative
character to repeal or amend the Financing Act, or to take or refuse to take any action required under its pledge described above
if the repeal or amendment or the action or inaction would limit, alter, impair or reduce the value of the transition property or
the transition charges so as to substantially impair (x) the terms of the indenture or the transition bonds or (y) the rights and
remedies of the transition bondholders (or the trustee acting on their behalf) prior to the time that the transition bonds are fully
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paid and discharged. Based upon this case law, Clark, Thomas & Winters, a Professional Corporation expects to deliver an
opinion, prior to the closing of an offering of the transition bonds described in a prospectus supplement accompanying this
prospectus, to the effect that the pledge described above provides a basis upon which the bondholders (or the trustee acting on
their behalf) could challenge successfully in the Texas state courts under the Contract Clause of the Texas Constitution the
constitutionality of any action by the State of Texas (including the Texas commission) of a legislative character, that repeals
the State Pledge or limits, alters, impairs or reduces the value of the transition property so as to cause a substantial impairment
under the Contract Clause of the Texas Constitution of (i) the terms of the indenture or the transition bonds or (ii) the rights and
remedies of the bondholders (or the trustee acting on their behalf) prior to the time the transition bonds are fully paid and
discharged. It may be possible for the Texas legislature to repeal or amend the Financing Act or for the Texas commission to
amend or revoke the financing order notwithstanding the State Pledge, if the legislature or the Texas commission acts in order
to serve a significant and legitimate public purpose, such as protecting the public health and safety or responding to a national
or regional catastrophe affecting Entergy Texas’ service territory, or if the legislature otherwise acts in the valid exercise of the
state’s police power.

In addition, any action of the Texas legislature adversely affecting the transition property or the ability to collect
transition charges may be considered a “taking” under the United States or Texas Constitutions. Each of Sidley Austin LLP
and Clark, Thomas & Winters, a Professional Corporation has advised us that they are not aware of any federal or Texas court
cases, respectively, addressing the applicability of the Takings Clause of the United States or Texas Constitution in a situation
analogous to that which would be involved in an amendment or repeal of the Financing Act. It is possible that a court would
decline even to apply a Takings Clause analysis to a claim based on an amendment or repeal of the Financing Act, since, for
example, a court might determine that a Contract Clause analysis rather than a Takings Clause analysis should be applied.
Assuming a Takings Clause analysis were applied under the United States Constitution, Sidley Austin LLP expects to render
an opinion, prior to the closing of an offering of the transition bonds described in a prospectus supplement accompanying this
prospectus, to the effect that under existing case law, the State of Texas would be required under the United States Constitution
to pay just compensation to the bondholders if the State were to repeal or amend the Financing Act, or if the Texas commission
were to amend or revoke the financing order or take any other action in contravention of the State Pledge, in either case which
(i) permanently appropriates the related transition property or denies all economically productive use of the related transition
property; or (ii) destroys the related transition property, other than in response to emergency conditions; or (iii) substantially
reduces, alters or impairs the value of the related transition property, if the law unduly interferes with the bondholders’
reasonable expectations arising from their investments in the transition bonds. In determining what is an undue interference, a
court would consider the nature of the governmental action and weigh the public purpose served thereby against the degree to
which it interferes with the legitimate property interests and distinct investment-backed expectations of the bondholders.
Assuming a Takings Clause analysis were applied under the Texas Constitution, Clark, Thomas & Winters, a Professional
Corporation expects to render an opinion, prior to the closing of an offering of the transition bonds described in a prospectus
supplement accompanying this prospectus, to the effect that under existing case law, a Texas state court would find a
compensable taking under the Takings Clause of the Texas Constitution if (a) it concludes that the related transition property is
property of a type protected by the Takings Clause of the Texas Constitution and (b) the State of Texas (including the Texas
commission) takes action that, without paying just compensation to the bondholders, (i) permanently appropriates the transition
property or denies all economically productive use of the transition property; or (ii) destroys the transition property, other than
in response to emergency conditions; or (iii) substantially reduces, alters or impairs the value of the transition property, if the
action unduly interferes with the bondholders’ reasonable investment-backed expectations. In examining whether action of the
Texas legislature amounts to a regulatory taking, both federal and state courts will consider the character of the governmental
action and whether such action substantially advances the State’s legitimate governmental interests, the economic impact of the
governmental action on the bondholders, and the extent to which the governmental action interferes with distinct investment-
backed expectations. There is no assurance, however, that, even if a court were to award just compensation, it would be
sufficient for you to recover fully your investment in the transition bonds.

In connection with the foregoing, each of Sidley Austin LLP and Clark, Thomas & Winters, a Professional
Corporation has advised us that issues relating to the Contract and Takings Clauses of the United States and Texas
Constitutions are essentially decided on a case-by-case basis and that the courts’ determinations, in most cases, appear to be
strongly influenced by the facts and circumstances of the particular case, and both firms have further advised us that there are
no reported controlling judicial precedents that are directly on point. The opinions described above will be subject to the
qualifications included in them. The degree of impairment necessary to meet the standards for relief under a Takings Clause
analysis or Contract Clause analysis could be substantially in excess of what a transition bondholder would consider material.

We and Entergy Texas will file a copy of each of the Sidley Austin LLP and Clark, Thomas & Winters, a Professional
Corporation opinions as exhibits to an amendment to the registration statement of which this prospectus is a part, or to one of
our periodic filings with the SEC.
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For a discussion of risks associated with potential judicial, legislation or regulatory actions, please read “Risk
Factors—Risks Associated with Potential Judicial, Legislative or Regulatory Actions.”

The Texas Commission May Adjust Transition Charges.

The Financing Act requires the Texas commission to provide in all financing orders a mechanism requiring that
transition charges be adjusted at least annually. The purposes of these adjustments are:

e to correct any overcollections or undercollections during the preceding 12 months, and

e to provide for the expected recovery of amounts sufficient to timely provide all payments of debt service and
other required amounts and charges in connection with the transition bonds.

Transition Charges Are Nonbypassable.

The Financing Act provides that the transition charges are nonbypassable subject to the terms of the financing order.
“Nonbypassable” means that a utility collects these charges from all existing retail customers of a utility and all future retail
customers located within the utility’s certificated service area as it existed on September 11, 2009. The financing order allows
retail customers with on-site power generation facilities with rated capacities of 10 MW or less to avoid paying system
restoration costs with respect to energy generated at such facilities except to the extent Entergy Texas’ distribution lines are
used to provide such energy. Subject to a materiality threshold, customers who build on-site power generation facilities which
exceed 10 MW and become operational in the future cannot avoid payment of transition charges even if the self-generated
energy is not transmitted using Entergy Texas’ distribution or transmission