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financing obligations according to generally accepted accounting principles ( GAAP ). GAAP does not require the lease-leaseback arrangements to
be characterized as debt on the external financial statements, but it does require that they be reported as liabilities, and TVA classifies them as such
in its financial statements. For budgetary reporting purposes, the OHice of Management and Budget ( OMB ) has concluded that the lease-leaseback
arrangements should be treated as debt, and they have been classified as such in the federal budget just as if they had been bond issues. For
purposes of compliance with TVAs debt cap, current law does not clearly and unambiguously address whether the amount of the lease-leaseback
arrangements should be counted against the debt cap; therefore, TVAs position that they should not be counted against the debt cap is not
unreasonable. While the lease-leaseback arrangements are not considered debt for purposes of financial reporting and debt cap compliance, they
have substantially the same economic impact on TVAs financial condition and future competitiveness as traditional debt financing. Therefore, we
are including a matter for congressional consideration regarding clarifying the TVA Act to address whether these types of alternative financing
arrangements should count against TVAs debt cap. In written comments on a draK of this report, TVAs Chairman generally agreed with the report,
but expressed concern over our suggesting that the Congress may want to consider amending the TVA Act to clarify whether the debt cap should
include alternative sources of financing such as lease-leaseback arrangements. However, based on our analysis of the law and its legislative history,
we conclude that the current law does not clearly and unambiguously address whether the amount of the...
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