On 1 July 2016 Arthur sold its head office building to a property investment company and leased it back on a 13 year lease. The carrying value of the building at the date of sale was £2.1m. The building was sold for £3.5m, which also represented its fair value at the date of sale. The lease rentals payable amount to £360,000 per annum payable in arrears. The interest rate implicit in the lease is 11%.The present value of the lease rental payments amounts to £2.43m. The transaction is deemed to represent a sale in accordance with IFRS 15 Revenue from contracts with customers

Required:

Advise Arthur on how to account for the above transaction in its financial statements for the year ended 30th June 2017.

