
 

 

Independent Accountants' Report  

The Board of Directors and the Finance and Audit Committee of 
Electric Reliability Council of Texas, Inc. 

We have examined management of Electric Reliability Council of Texas, Inc. (ERCOT)'s assertion that  
ERCOT, as servicer under the Default Property Servicing Agreement between ERCOT and Texas Electric 
Market Stabilization Funding M LLC, has complied with the applicable servicing criteria set forth in the 
attached Annual Servicer's Certificate during the period from August 14, 2025 through December 31, 2025. 
ERCOT's management is responsible for its assertion. Our responsibility is to express an opinion on 
management's assertion about ERCOT's compliance with the applicable servicing criteria based on our 
examination. 

Our examination was conducted in accordance with attestation standards established by the AICPA. Those 
standards require that we plan and perform the examination to obtain reasonable assurance about whether 
management's assertion about compliance with the applicable servicing criteria is fairly stated, in all material 
respects. An examination involves performing procedures to obtain evidence about whether management's 
assertion is fairly stated, in all material respects. The nature, timing and extent of the procedures selected 
depend on our judgment, including an assessment of the risks of material misstatement of management's 
assertion, whether due to fraud or error. We believe that the evidence we obtained is sufficient and 
appropriate to provide a reasonable basis for our opinion. 

We are required to be independent of ERCOT and to meet our other ethical responsibilities in accordance 
with relevant ethical requirements relating to the engagement. 

Our examination does not provide a legal determination on ERCOT's compliance with the applicable servicing 
criteria. 

In our opinion, management's assertion that ERCOT has complied in all material respects with the applicable 
servicing criteria is fairly stated, in all material respects. 

This report is intended solely for the information and use of management, Texas Electric Market Stabilization 
Funding M LLC, U.S. Bank National Association, and Moody's Investors Service, Inc. and is not intended to 
be and should not be used by anyone other than the specified parties. 

 

Austin, Texas 
March 30, 2026 

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly 
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that 
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services 
to their clients and are not licensed CPA firms.



 

ANNUAL SERVICER'S CERTIFICATE 
( Fiscal Year Ending 2025) 

The undersigned hereby certifies that he/she is the duly elected and acting Treasurer and Controller of ELECTRIC 
RELIABILITY COUNCIL OF TEXAS, INC., a Texas non-profit corporation, as servicer (the "Servicer") under the 
Amended and Restated Default Property Servicing Agreement dated as of August 14, 2025 (the "Servicing Agreement") 
between the Servicer and TEXAS ELECTRIC MARKET STABILIZATION FUNDING M LLC, a Delaware limited 
liability company (the "Issuer"), and further that: 

1. The undersigned is providing this report as required by Section 3.03(a) of the Servicing Agreement pursuant to 
which the Servicer has voluntarily agreed to adhere to the Servicing Criteria (as defined below). 

2. Pursuant to the Servicing Agreement, the undersigned (a) is responsible for assessing the Servicer's compliance 
with the servicing criteria set forth in Item 1122(d) of Regulation AB (the "Servicing Criteria") and (b) has reviewed and 
evaluated the Servicer's activities during the Assessment Period (defined below) and its performance under the Servicing 
Agreement and adherence to the standards set forth in the Servicing Criteria. Unless otherwise defined herein, capitalized 
terms used herein shall have the meanings assigned to them in the Servicing Agreement. 

3. With respect to each of the Servicing Criteria, the undersigned has made the following assessment of the 
Servicer's adherence to the Servicing Criteria, with such discussion regarding the performance of such Servicing Criteria 
during the period January 1, 2025 through December 31, 2025, covered by the Depositor's Annual Accountant's Report 
(such fiscal year, the "Assessment Period"): 

 

Reference Servicing Criteria Applicable 
Servicing Criteria 

Notes 

General Servicing Considerations  

1122(d)(1)(i) Policies and procedures are instituted to monitor 
any performance or other triggers and events of 
default in accordance with the transaction 
agreements. 

Applicable; 
assessment in 
Paragraph No. 4 
below. 

Mid-day, Treasury employees run the 
report of outstanding invoices due that 
day and send reminders to Market 
Participants. Reminder emails are 
remitted from the Credit email box so 
they can view which market 
participants still owe payment on an 
invoice. Treasury and Credit work 
together per the Payment Breach and 
Late Payment Process in the Credit 
Operating Procedure. ERCOT 
Protocols Section 27 is posted 
detailing calculations and procedures 
for the obligor’s review. 

1122(d)(1)(ii) If any material servicing activities are 
outsourced to third parties, policies and 
procedures are instituted to monitor the third 
party’s performance and compliance with such 
servicing activities. 

Not applicable; no 
servicing activities 
were outsourced. 

 

1122(d)(1)(iii) Any requirements in the transaction agreements 
to maintain a back-up servicer for the pool assets 
are maintained. 

Not applicable; 
documents do not 
provide for a back-up 
servicer. 

 

1122(d)(1)(iv) A fidelity bond and errors and omissions policy 
is in effect on the party participating in the 
servicing function throughout the reporting 

Not applicable; 
[Commission rules 
impose credit 
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Reference Servicing Criteria Applicable 
Servicing Criteria 

Notes 

period in the amount of coverage required by 
and otherwise in accordance with the terms of 
the transaction agreements. 

standards on retail 
electric providers] 

Cash Collection and Administration  

1122(d)(1)(v) Aggregation of information, as applicable, is 
mathematically accurate and the information 
conveyed accurately reflects the information. 

Applicable Every month, the Monthly Servicer’s 
Certificate reconciles the prior month.  
The certificates are prepared by a 
Treasury analyst and reviewed by the 
Treasurer, Controller and CFO or their 
representative prior to delivery to the 
Issuer, the Indenture Trustee, and the 
Rating Agency. 

1122(d)(2)(i) 
Payments on pool assets are deposited into the 
appropriate custodial bank accounts and related 
bank clearing accounts no more than two 
business days of receipt, or such other number 
of days specified in the transaction agreements. 

Applicable Treasury transfers daily to the trustee 
when applicable. The transfer is 
approved by two treasury employees 
in accordance with the Treasury 
Operating Procedure control 
[TR_0011] and SOC control 17.04. 
Payments within banking system 
cannot be entered and approved by the 
same user.  These are also reconciled 
on the Monthly Servicer’s Certificate.  
The bank statements are also 
reconciled monthly by accounting in 
accordance with the Financial 
Reporting Operating Procedure control 
[FR_0013].  Cash, investment and 
related accounts in the GL are 
reconciled monthly by accounting staff 
to bank and investment statements 
received from financial institutions. 

1122(d)(2)(ii) Disbursements made via wire transfer on behalf 
of an obligor or to an investor are made only by 
authorized personnel. 

Applicable ERCOT, as the Servicer, cannot make 
transfers.  Rather, ERCOT, as the 
Servicer, provides the semi-annual 
Servicer’s Payment Certificate that 
includes all the details for the Trustee 
to wire out payment. The Servicer’s 
Payment Certificate is prepared by a 
Treasury analyst and approved by the 
Treasurer, Controller, and CFO or 
their representative. 

1122(d)(2)(iii) Advances of funds or guarantees regarding 
collections, cash flows or distributions, and any 
interest or other fees charged for such advances, 
are made, reviewed and approved as specified in 
the transaction agreements. 

Not applicable; no 
advances by the 
Servicer are 
permitted under the 
transaction 
agreements. 

 

1122(d)(2)(iv) The related accounts for the transaction, such as 
cash reserve accounts or accounts established as 
a form of overcollateralization, are separately 

Not applicable, all 
transaction accounts 
are maintained by 
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Reference Servicing Criteria Applicable 
Servicing Criteria 

Notes 

maintained (e.g., with respect to commingling of 
cash) as set forth in the transaction agreements. 

and in the name of 
the Indenture Trustee. 

1122(d)(2)(v) Each custodial account is maintained at a 
federally insured depository institution as set 
forth in the transaction agreements. For 
purposes of this criterion, “federally insured 
depository institution” with respect to a foreign 
financial institution means a foreign financial 
institution that meets the requirements of Rule 
13k-1(b)(1) of the Securities Exchange Act. 

Not applicable, all 
“custodial accounts” 
are maintained by the 
Indenture Trustee. 

 

1122(d)(2)(vi) Unissued checks are safeguarded so as to 
prevent unauthorized access. 

Not applicable; all 
transfers made by 
wire transfer. 

 

1122(d)(2)(vii) Reconciliations are prepared on a monthly basis 
for all asset-backed securities related bank 
accounts, including custodial accounts and 
related bank clearing accounts. These 
reconciliations (A) are mathematically accurate; 
(B) are prepared within 30 calendar days after 
the bank statement cutoff date, or such other 
number of days specified in the transaction 
agreements; (C) are reviewed and approved by 
someone other than the person who prepared the 
reconciliation; and (D) contain explanations for 
reconciling items. These reconciling items are 
resolved within 90 calendar days of their 
original identification, or such other number of 
days specified in the transaction agreements. 

Applicable; 
assessment in 
Paragraph No. 4 
below. 

The accounting team completes the 
reconciliations in accordance with the 
Financial Reporting Operating 
Procedure control [FR_0013] GL 
Reconciliation: Monthly GL balance 
sheet accounts are reconciled, and 
differences are resolved in a timely 
manner by designated accounting 
staff. Variance analysis that lists 
periodic comparison of GL account 
balances is prepared together with GL 
reconciliation. Cash, investment and 
related accounts in the GL are 
reconciled monthly by accounting staff 
to bank and investment statements 
received from financial institutions. 
Reconciliations are reviewed by the 
Controller or designee. Differences are 
investigated and resolved timely 

Investor Remittances and Reporting  

1122(d)(3)(i) Reports to investors, (A) are prepared in 
accordance with timeframes and other terms set 
forth in the transaction agreements; (B) provide 
information calculated in accordance with the 
terms specified in the transaction agreements; 
and (C) agree with the trustee’s records as to the 
total unpaid principal balance and number of 
pool assets serviced by the Servicer. 

Applicable; in 
Paragraph No. 4 
assessment below. 

The Monthly Servicer’s Certificates 
and semi-annual Servicer’s Payment 
Certificates are uploaded to the 
investor website  

https://www.ercot.com/about/hb4492s
ecuritization/subchapterm 

1122(d)(3)(ii) Amounts due to investors are allocated and 
remitted in accordance with timeframes, 
distribution priority and other terms set forth in 
the transaction agreements. 

Not applicable; 
investor records 
maintained by 
Indenture Trustee. 

 

1122(d)(3)(iii) Disbursements made to an investor are posted 
within two business days to the Servicer’s 
investor records, or such other number of days 
specified in the transaction agreements. 

Not applicable; 
disbursements to 
investors are made by 
Indenture Trustee 

 



 

Reference Servicing Criteria Applicable 
Servicing Criteria 

Notes 

1122(d)(3)(iv) Amounts remitted to investors per the investor 
reports agree with cancelled checks, or other 
form of payment, or custodial bank statements. 

Not applicable; 
disbursements to 
investors are made by 
Indenture Trustee 

 

Pool Asset Administration  

1122(d)(4)(i) Collateral or security on pool assets is 
maintained as required by the transaction 
agreements or related pool asset documents. 

Applicable; 
assessment in 
Paragraph No. 4 
below. 

The calculations are defined in 
ERCOT Protocols Section 26.  The 
Credit team maintains the escrow 
amounts and they are separately listed 
on the Market Participant’s Available 
Credit Limit (ACL) report.   

1122(d)(4)(ii) Pool assets and related documents are 
safeguarded as required by the transaction 
agreements. 

Applicable; 
assessment in 
Paragraph No. 4 
below. 

Pool assets are held with the Trustee 
and invested in accordance with the 
transaction agreements. All 
agreements are maintained at:  

https://www.ercot.com/about/hb4492s
ecuritization/subchapterm and follow 
ERCOT records retention guidelines.  

1122(d)(4)(iii) Any additions, removals or substitutions to the 
asset pool are made, reviewed and approved in 
accordance with any conditions or requirements 
in the transaction agreements. 

Not applicable; no 
removals or 
substitutions of 
default property are 
contemplated or 
allowed under the 
transaction 
documents. 

 

1122(d)(4)(iv) Payments on pool assets, including any payoffs, 
made in accordance with the related pool asset 
documents are posted to the Servicer’s obligor 
records maintained no more than two business 
days after receipt, or such other number of days 
specified in the transaction agreements, and 
allocated to principal, interest or other items 
(e.g., escrow) in accordance with the related 
pool asset documents. 

Applicable; 
assessment in 
Paragraph No. 4 
below. 

Treasury processes payments from 
Market Participants through the AR 
Cash Application.  The AR Cash 
Application receives bank statements 
and auto matches, based on set rules, 
payment to invoice. A Treasury 
analyst reconciles the bank to a daily 
cash position to ensure all payments 
(incoming cash) and payouts (outgoing 
cash) have been processed. Any issues 
are investigated and resolved. The 
pool assets are allocated to principal, 
interest and other items submitted to 
the Trustee and reconciled with the 
semiannual Servicer’s Payment 
Certificate. 

1122(d)(4)(v) The Servicer’s records regarding the pool assets 
agree with the Servicer’s records with respect to 
an obligor’s unpaid principal balance. 

Not applicable; 
because underlying 
obligation (Default 
Charges) is not an 

 



 

Reference Servicing Criteria Applicable 
Servicing Criteria 

Notes 

interest-bearing 
instrument. 

1122(d)(4)(vi) Changes with respect to the terms or status of an 
obligor’s pool asset (e.g., loan modifications or 
re-agings) are made, reviewed, and approved by 
authorized personnel in accordance with the 
transaction agreements and related pool asset 
documents. 

Applicable; 
assessment in 
Paragraph No. 4 
below 

No changes have occurred.  If a 
change on the transaction documents 
was made, it would be done in 
accordance with the approval process 
set forth in the transaction agreements 
which include prior written consent of 
the Trustee, consent of the Public 
Utility Commission of Texas and 
satisfaction of all Rating Agency 
conditions.     

1122(d)(4)(vii) Loss mitigation or recovery actions (e.g., 
forbearance plans, modifications and deeds in 
lieu of foreclosure, foreclosures and 
repossessions, as applicable) are initiated, 
conducted and concluded in accordance with the 
timeframes or other requirements established by 
the transaction agreements. 

Applicable; limited 
assessment in 
Paragraph No. 4 
below.  

The loss mitigation or recovery actions 
are described in ERCOT Protocols 
section 26.3.2.   

1122(d)(4)(viii) Records documenting collection efforts are 
maintained during the period a pool asset is 
delinquent in accordance with the transaction 
agreements. Such records are maintained on at 
least a monthly basis, or such other period 
specified in the transaction agreements, and 
describe the entity’s activities in monitoring 
delinquent pool assets including, for example, 
phone calls, letters and payment rescheduling 
plans in cases where delinquency is deemed 
temporary (e.g., illness or unemployment). 

Applicable, but does 
not require 
assessment since no 
explicit 
documentation 
requirement with 
respect to delinquent 
accounts are imposed 
under the 
transactional 
documents due to 
availability of “true-
up”  mechanism. 

We have not had any delinquent 
payments in accordance with the 
transaction agreements. 

1122(d)(4)(ix) Adjustments to interest rates or rates of return 
for pool assets with variable rates are computed 
based on the related pool asset documents. 

Not applicable; 
Default Charges are 
not interest-bearing 
instruments. 

 

1122(d)(4)(x) Regarding any funds held in trust for an obligor 
(such as escrow accounts): (A) such funds are 
analyzed, in accordance with the obligor’s 
transaction documents, on at least an annual 
basis, or such other period specified in the 
transaction agreements; (B) interest on such 
funds is paid, or credited, to obligors in 
accordance with applicable transaction 
documents and state laws; and (C) such funds 
are returned to the obligor within 30 calendar 
days of full repayment of the related pool asset, 
or such other number of days specified in the 
transaction agreements. 

Applicable. A) Credit calculates the interest 
from the escrow balances on 
the ACL report per ERCOT 
Protocol Section 26. 

B) Interest on escrow deposits is 
paid out annually in 
accordance with the 
transaction agreements.  
Interest was paid on 
03/19/2026   

C) N/A 



 

4. To the best of the undersigned's knowledge, based on such review, the Servicer is in compliance in all material 
respects with the applicable Servicing Criteria set forth above as of and for the period ending the end of the fiscal year 
covered by the Depositor's Annual Accountant's Report, except with respect to the matters identified in the list of Servicer 
Defaults contained in Annex A attached hereto (if any) and as otherwise set forth below. 

5.A certified public accounting firm has issued an attestation report on the undersigned's assessment of compliance 
with the applicable Servicing Criteria set forth above as of and for the period ending the end of the fiscal year covered by 
the Depositor's Annual Accountant's Report. 

 

Executed as of March 20, 2026. 

ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC., 

as Servicer 

By: 

 
Name: Leslie Swanson 
Title: Controller and Treasurer 
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