Atlas Coffee Ltd operates cafes and entered into an agreement on 1 October 2021 to rent a shop from a landlord. The rental period is for 3 years and it is non-cancellable but Atlas Coffee Ltd has an option to extend the rental period for another 3 years after the end of the initial 3 years rental period. The annual rental for the 3 years is £180,000 payable in arrears. For the 3-year extension after that, the annual rental will increase to £210,000. Atlas Coffee Ltd is very sure that it will extend the rental period after the end of the initial rental period. Atlas Coffee Ltd's borrowing rate is 8% and it provides depreciation on a month-by-month basis. Atlas Coffee Ltd prepares its financial statements up to 30 June each year.


REQUIRED:

a)	Based on IFRS 16, what are the rights that a person needs to have to show that the contract is a lease? [3 marks]

b)	Assuming Atlas Coffee entered into a lease arrangement, calculate the value of the right-of-use asset. [6 marks]

c)	Write out the accounting entry to take up the lease arrangement on 1 October 2021. [2 marks]

d)	Calculate the interest expense relating to the lease for the financial year ended 30 June
	2022. [4 marks]

e)	Calculate the carrying value of the right-of-use asset on 30 June 2022. [5 marks]

		[Total: 20 marks]


