On 1 April 2019 Tuna plc (“Tuna”) entered into a 4 year lease of industrial equipment.
Lease payments are £105,000 per annum payable in arrears on 31 March. In
addition an initial lease payment of £80,000 was required on 1 April 2019. Initial
direct costs of £7,240 were incurred and Tuna received lease incentives of £15,000. 
Ownership of the industrial equipment passes to Tuna at the end of the lease period. 
It is Tuna’s policy to depreciate industrial equipment over 5 years on a straight line
basis.
The interest rate implicit in the lease is 8%. 
Discount factors at 8% are as below:
	Year
	Discount factor

	I
	0.926

	2
	0.857

	3
	0.794

	4
	0.735



  

Required:

Explain and calculate how the lease transaction would be recorded in Tuna’s financial statements for the year ended 31 March 2020.

(10 marks)

