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Why this is being presented today:
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To provide the Finance & Audit (F&A) Committee an update on the potential 

impact of the Brazos Bankruptcy Settlement on the Subchapter M Bonds and 

partial early redemption:

1. Subchapter M Bonds Redemption Details

2. Example Impact on Default Charges
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Ability to Redeem: The Texas Electric Market Stabilization Funding M LLC has the ability to 

make an optional partial redemption of the Subchapter M Bonds at par until November 12, 2024 

and so long thereafter as the Subchapter M Bonds shall remain owned or registered by the 

Texas Treasurer Safekeeping Trust Company ("TTSTC") of which the Texas Comptroller is sole 

officer, director, and shareholder. 

Brazos Settlement: As part of the Brazos Bankruptcy Settlement on November 14, 2022, 

ERCOT’s full claim of $1.9 billion was allowed by the court. Of that, $599.7 million was owed by 

Brazos to ERCOT to repay Congestion Revenue Right (CRR) Auction Receipts used to 

temporarily provide liquidity to the market. The remaining $1.2 billion was owed to market 

participants. ERCOT will receive the full $599.7 million related to CRR Auction Receipts and will 

fully replenish CRR Auction Receipts ($224.9 million) and pay down the Subchapter M bonds 

related to Brazos ($374.8 million). ERCOT anticipates receiving that money in late December.

Redemption Amount: ERCOT will combine the $374.8 million with other monies recovered 

and use those amounts to perform a partial redemption of approximately $383.3 million of 

Subchapter M Bonds.  

Redemption Timing: ERCOT plans to perform this partial redemption effective February 1, 

2023.
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Without Redemption 

Timed True-Up

With Redemption 

Timed True-Up

Dollars in Millions

Cash Flow for 

Bond 

Payment 

Date

Applicable 

Monthly 

Default 

Charge

Cash Flow for 

Bond 

Payment 

Date

Applicable 

Monthly 

Default 

Charge

August 2023 Bond Payment Date

Default Charges Collected Feb-Jul 19.2$            3.2$             11.4$            1.9$             

Bond Payment Expenses 11.4              (11.4)            

(Shortfall)/Surplus 7.8$              -$             

February 2024 Bond Payment Date

Excess Fund Account Balance Carryforward 7.8$              -$             

Default Charges Collected Aug-Jan 3.6                0.6$             11.4              1.9$             

Bond Payment Expense (11.4)            (11.4)            

(Shortfall)/Surplus -$             -$             

August 2024 Bond Payment Date

Default Charges Collected Feb-Jul 11.4$            1.9$             11.4$            1.9$             

Bond Payment Expense (11.4)            (11.4)            

(Shortfall)/Surplus -$             -$             

*Example shown includes estimates for discussion purposes only. Additionally, it may take multiple true-

up cycles to stabilize the charge.

This is a simplified example to demonstrate 

the potential variability of Monthly Default 

Charges across true-up cycles.
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1. Election: The Issuer must elect to redeem on a date certain (the “Redemption Date”) and

for an identified dollar amount a portion of the outstanding Subchapter M Bonds.

2. Notice of Redemption to Indenture Trustee: Notice to the Indenture Trustee of the

Redemption Date and the principal amount of the optional partial Early Redemption must be

given five (5) days prior.

3. Notice of Redemption to Texas Treasurer Safekeeping Trust Company (TTSTC):

Notice of optional partial Early Redemption must be given to the TTSTC no less than thirty

(30) days but no more than ninety (90) days prior to the proposed Redemption Date.

4. Expected Amortization Schedule: Upon a partial optional Early Redemption, the

Expected Amortization Schedule shall be updated and this will be accomplished a week or

more prior to the Redemption Date.

5. Bond Reissuance: Replacement bonds for the unredeemed balance of the principal

amount of the Subchapter M Bonds will be executed. This step will be complied with on the

Redemption Date.

6. Public Utility Commission of Texas Filing: Notice of True-up Adjustment must be filed

not less than 45 days prior to the first billing cycle of the month in which the revised Default

Charges shall come into effect.


