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Summary of Tax Treatment of Bond Discount & Premium

Buying bonds above or below par value creates a variety of tax issues

Purchasing bonds at a price above or below the
bond’s maturity value can lead to unique tax
consequences, but also provide investors some
opportunity for tax planning.
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* Accretion of OID on US Government Series E, EE and | bonds is optional

** If the discount is below a de minimis level it is taxed as a capital gain, not ordinary income. The de minimis threshold
is a discount that is less than %4 of 1% of the bond’s par value times the number of years remaining until the bond
matures.
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