
Permission to Change to the
Cash Method of Accounting

Notice 2002–14

Notice 2001–76 (2001–52 I.R.B. 613)
sets forth a proposed revenue procedure
that would permit certain small busi-
nesses with average annual gross receipts
of $10 million or less to use the cash
receipts and disbursements method of
accounting (“cash method”) and to treat
inventoriable items as non-incidental
materials and supplies (“materials and
supplies method”) with respect to eligible
trades or businesses. Pursuant to the
Commissioner’s discretion under § 446(e)
of the Internal Revenue Code, this notice
provides that any qualifying small busi-
ness taxpayer within the scope of the pro-
posed revenue procedure (“small business
taxpayer”) may change to these methods
of accounting with respect to its eligible
trades or businesses for any taxable year
ending on or after December 31, 2001.

Pending publication of a final revenue
procedure in the Internal Revenue Bulle-
tin, a small business taxpayer may obtain
automatic consent to change to the cash
method and the materials and supplies
method by complying with the proce-
dures provided in the proposed revenue
procedure. These procedures state that a
small business taxpayer may change to
the cash method and the materials and
supplies method for any taxable year end-
ing on or after December 31, 2001, by
attaching the original Form 3115, Appli-
cation for Change in Accounting Method,
to its timely filed (including extensions)
federal income tax return for that year (or
on an amended return filed within six
months of the original due date of the
return), filing a duplicate of the Form
3115 with the Internal Revenue Service’s
National Office, and complying with the
provisions of Rev. Proc. 2002–9 (2002–3
I.R.B. 327) as modified by the proposed
revenue procedure. Both changes may be
made on a single Form 3115. A taxpayer
that has fully complied with these proce-
dures has obtained the consent of the
Commissioner under § 446(e) to change
its method of accounting to these
methods.

DRAFTING INFORMATION

The principal author of this notice is
Cheryl L. Oseekey of the Office of Asso-
ciate Chief Counsel (Income Tax and
Accounting). For further information
regarding this notice, contact Ms.
Oseekey at (202) 622–4970 (not a toll-
free call).

year. This procedure allows a taxpayer to
obtain a refund without having to file an
amended return for the year to which the
taxpayer carries back the loss or credit.
Normally, the twelve month period for
filing for the tentative carryback falls
after the filing due date even if the filing
due date is extended for six months under
section 6081. Taxpayers affected by the
September 11, 2001, Terrorist Attack that
received a filing extension and/or post-
ponement under Notice 2001–61, how-
ever, now have a due date for the return
that falls after the 12 month period pro-
vided by section 6411. In cases where the
due date for filing for the tentative carry-
back under section 6411 falls outside the
window period provided by section C,
paragraph (3) of Notice 2001–68, such
taxpayers would have to file for their ten-
tative carryback before they filed the
return for the year the loss or credit arose.
To remedy this situation, this notice
expands the relief provided by section C,
paragraph (3) of Notice 2001–68 by pro-
viding affected taxpayers with an addi-
tional 120 days in which to file for their
tentative carryback under section 6411 if
Notice 2001–61 extended and/or post-
poned the due date of their income tax
return.

For example, an affected individual
income taxpayer who obtained an exten-
sion of time to file the 2000 tax return
until October 15, 2001, would qualify for
a 120-day postponement of time to file
under Notice 2001–61 until February 12,
2002. Under section 6411, the last day the
taxpayer could file Form 1045 would be
December 31, 2001. This date is not
within the period provided by Notice
2001–61. Thus, without this notice, the
taxpayer would need to file Form 1045
before the return is due. Under this
notice, however, the taxpayer will have
an additional 120 days from December
31, 2001 (the last day for applying for the
tentative carryback under section 6411),
to file Form 1045.

Taxpayers who believe they are
entitled to relief under this notice should
mark “September 11, 2001 Terrorist
Attack” in red ink on the top of their
Form 1139 or 1045 submitted to the IRS.
Taxpayers should not put this notation
on envelopes. Doing so may result in a
delay in the delivery or processing of the
return or document.
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