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On January 22, 2008, the Internal Revenue Service will publish a revenue ruling
addressing “wash sales” involving IRAs and Roth IRAs. (Click here for a copy.) Revenue
Ruling 2008-5 considers (i) the sale by an individual of stock or securities for a loss, and (ii) the
purchase of substantially identical stock or securities in the individual’s IRA or Roth IRA within
30 days before or after the sale. The sale and the purchase are executed with different, unrelated
market participants. The Service ruled that Code section 1091 — the “wash sale” provision —
applies to disallow a deduction for the loss recognized by the individual on the sale (assuming
the individual is not a dealer in stocks or securities) and that the individual’s basis in the IRA or
Roth IRA is not increased by reason of section 1091(d). Relying on Security First National
Bank of Los Angeles, 28 BTA 289 (1933), which considered a wash sale involving a grantor trust
controlled by the taxpayer, the Service reasoned that even though the IRA or Roth IRA is a tax-
exempt trust, the individual should be treated as having acquired the newly purchased securities
in order to prevent ““easy evasion’” of section 1091. The ruling thus constitutes a significant
extension of the holding in Security First.

It appears that the tax recordkeeping and reporting responsibilities of IRA trustees and
custodians should not be affected by the ruling.

Please contact any of the following members of our Employee Benefits and Executive
Compensation practice if you have any questions regarding this development:

George H. Bostick 202.383.0127 george.bostick@sablaw.com
Daniel M. Buchner 202.383.0869 daniel.buchner@sablaw.com
Adam B. Cohen 202.383.0167 adam.cohen@sablaw.com
Alice Murtos 404.853.8410 alice.murtos@sablaw.com

© 2008 Sutherland Asbill & Brennan LLP. All Rights Reserved.

This communication is for general informational purposes only and is not intended to constitute legal advice or a recommended course of action
in any given situation. This communication is not intended to be, and should not be, relied upon by the recipient in making decisions of a legal
nature with respect to the issues discussed herein. The recipient is encouraged to consult independent counsel before making any decisions or
taking any action concerning the matters in this communication. This communication does not create an attorney-client relationship between
Sutherland Asbill & Brennan LLP and the recipient. 1


http://www.sablaw.com/file_upload/revrul200851.pdf
mailto:george.bostick@sablaw.com
mailto:daniel.buchner@sablaw.com
mailto:adam.cohen@sablaw.com
mailto:alice.murtos@sablaw.com

Sutherland
= Ashill & =
Brennan rip

ATTORNEYS AT LAW

Robert J. Neis
Vanessa A. Scott

W. Mark Smith
William J. Walderman
Carol A. Weiser

404.853.8270
202.383.0215
202.383.0221
202.383.0243
202.383.0728

© 2008 Sutherland Asbill & Brennan LLP. All Rights Reserved.
This article is for informational purposes and is not intended to constitute legal advice.

robert.neis@sablaw.com
vanessa.scott@sablaw.com
mark.smith@sablaw.com
william.walderman@sablaw.com
carol.weiser@sablaw.com



mailto:robert.neis@sablaw.com
mailto:vanessa.scott@sablaw.com
mailto:mark.smith@sablaw.com
mailto:william.walderman@sablaw.com
mailto:carol.weiser@sablaw.com

