Dionysus has decided to rationalise one of its cash generating units through the closure of some of the branch offices through which it operates. The decision was made at a board meeting held on 1 December 2017 and the decision was communicated to employees of the affected branches on 15th December 2017. The closures are planned to take place on 31st March 2018.

Dionysus is currently preparing its financial statements for the year ended 31st December 2017.

The branches affected by the closure operate from leased premises. Dionysus does not anticipate being able to sub-let these premises. The leases have several years to run and Dionysus has estimated the present value of the future lease payments on these properties as £2.3m.

Of the employees at the branches affected by the closure, the majority will be made redundant at a cost of £1.2m. The remaining employees can be retrained and redeployed at other branches. The costs of retraining have been estimated at £0.4m.

Dionysus expects to incur trading losses at the branches which are to be closed in the period from 1st January 2018 to 31st March 2018 amounting to £0.8m.

Required:

Consider how Dionysus should account for the above in its financial statements for the year ended 31 December 2017.

