On 1 December 2017 Athena sold its head office building to a property investment company for £10 million and leased it back on a 10 year lease. The fair value of the property at the date of sale was £10 million and its carrying value at that date was £8.4 million.

The annual rental payments are £1.2 million. The 1st instalment is due on 30 November 2018. The present value of the lease payments is £7.702 million based on an implicit discount rate of 9%. The remaining useful life of the building is 15 years. The directors of Athena have established that the transaction represented a sale in accordance with IFRS 15 Revenue from Contracts with Customers.

In its draft financial statements for the year ended 30 November 2018 Athena has charged the annual rental payment of £1.2 million as an expense and recorded a profit on sale of £1.6 million.



Discuss the accounting treatment of the above transactions to the financial statements for the year ended 30 November 2018 


