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Reg. Section 1.1273-1(d)(3) 
Definition of OID 
 
 

(d) De minimis OID–  
 

(1) In general. If the amount of OID with respect to a debt instrument is less than the 
de minimis amount, the amount of OID is treated as zero, and all stated interest 
(including stated interest that would otherwise be characterized as OID) is treated 
as qualified stated interest. 

 
(2) De minimis amount. The de minimis amount is an amount equal to 0.0025 

multiplied by the product of the stated redemption price at maturity and the 
number of complete years to maturity from the issue date. 

 
(3) Installment obligations. In the case of an installment obligation (as defined in 

paragraph (e)(1) of this section), paragraph (d)(2) of this section is applied by 
substituting for the number of complete years to maturity the weighted average 
maturity (as defined in paragraph (e)(3) of this section). Alternatively, in the case 
of a debt instrument that provides for payments of principal no more rapidly than 
a self-amortizing installment obligation (as defined in paragraph (e)(2) of this 
section), the de minimis amount defined in paragraph (d)(2) of this section may be 
calculated by substituting 0.00167 for 0.0025. 
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