a) 
i) Environmental pollution

Although Beech has no legal obligation it does have a constructive obligation. It has a widely-published environmental policy in which it undertakes all contamination which it causes. It has consequently created a valid expectation on the part of those who may be affected that it will put right any contamination caused.

There is a present obligation as a result of a past obligating event.
A provision should be recognised for the best estimate of the costs of any clean-up.
Marking –1 mark per relevant point to a maximum of 2

ii) [bookmark: LPTOC16.4][bookmark: LPTOC16.6]Closure of divisions
First closure
The decision to close was made on 8 March and formal announcement was made on 20 March including the issue of redundancy notices to affected staff. The company has created a valid expectation that the closure will take place and, consequently, has a present obligation. A provision for closure costs should be included in the financial statements for the year ended 31 March 2019, but should not include relocation costs, as these relate to staff who will remain with the business and, therefore, ongoing activities.

Second closure
Although the decision was made on 12 March 2019 and an implementation had been drawn up, it had not been announced at 31 March. Consequently it has not created a valid expectation that the plan will be implemented. There is no present obligation. The board could reverse its decision. No provision should be established at 31 March 2019.

