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Crane v. Commissioner
331 U.S. 1 (1947)

In Diedrich v. Commissioner, 457 U.S. 191 (1982) the Supreme Court stated:
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Tax Basis/FMV Land =          55
Tax Basis/FMV Building =   207 
Total Tax Basis/FMV =        262

Crane's "Equity" in the Apartment Building
     FMV =   262
     Debt =   262  
     Equity =   0

Mortgage
of 255Apartment

Building

Crane

Bank

Tax Basis Land =              55
Tax Basis Building =        179  (depreciation of 28 since purch.)
  Total Tax Basis =           234

Amount Realized
   Cash =                                 2.5
   Liabilities Assumed =        255      
Total Amount Realized =     257.5

Buyer

Net Gain = 24

Equity
   FMV =    257.5
   Debt =    255      
   Equity =     2.5
 
   Cash Paid =          0
   Cash Received =  2.5
   Net Gain =            2.5

In Crane the Court concluded that relief from the obligation of a nonrecourse mortgage . . . constituted income to the taxpayer.  The taxpayer in 
Crane acquired depreciable property, an apartment building, subject to an unassumed mortgage.  The taxpayer later sold the apartment building, 
which was still subject to the nonrecourse mortgage, for cash plus the buyer's assumption of the mortgage.  This Court held that the amount of the 
mortgage was properly included in the amount realized on the sale, noting that if the taxpayer transfers subject to the mortgage, "the benefit to him 
is as real and substantial as if the mortgage were discharged, or as if a personal debt in an equal amount had been assumed by another."
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