


Flood protection
project moving

forward.

Surrounding communities south of the
proposed project locales have raised concerns
that they will suffer greater flooding as a result
of any project. There is good news on that
front as well. The City of Fargo will most
likely offer those rural subdivisions and cities
the opportunity to construct flood protection
with project funds. In other words, if the
residents in a rural subdivision or in any city
outside the project boundary wish to opt into
the project, they will likely receive a cost share
for construction of ring dikes and other flood
protection components. Those who want flood
protection will have funds available.

The project is still in the development phase.
The City will have to select its alternative,
engineers will prepare a project design, the City
and its partners will have to require right of way,
and construction will not begin until April of
2008, at the earliest. But the project is moving
forward.

In light of the magnitude of this project,
other government entities will partner with
Fargo in many different ways for purposes of
the project. The Southeast Cass Water Resource
District will likely play a major role, and the
North Dakota State Water Commission will
participate. Those three entities will conduct
further public hearings and proceedings in
accordance with State law and also in an effort
to further educate the public about the project.

In addition, the City convened an advisory
committee made up of representatives from
several government agencies, including Cass
County, several surrounding North Dakota cities,
the State of Minnesota, Clay County, the City of
Moorhead, the United States Corps of Engineers,
FEMA, and many others. Response from the
vast majority of these agencies has been positive.

There will be several opportunities to learn
more about the project through public hearings
or simply by approaching the City of Fargo or
the Southeast Cass Water Resource District.
Unfortunately, a project of this nature is often
hindered by rumors and misinformation. If
you have questions about this project, simply
approach staff from the City of Fargo or the
Southeast Cass Water Resource District. Learn
what you can about the project, and recognize
that southside Fargo flood protection is necessary
for future growth in the region, and for greater
economic success in North Dakota.

SEAN M. FREDRICKS NAMED
A SHAREHOLDER WITH
OHNSTAD TWICHELL, P.C.

Ohnstad Twichell, P.C., is pleased to
announce that Sean M. Fredricks became a
shareholder in the firm effective January 1,
2007. Sean joined Ohnstad Twichell, P.C.,
as an associate attorney on April 19, 2004.
His primary practice area is water law. Sean
represents several water resource districts in
Cass County and in the Red River Valley, as
well as water districts, other water entities,
and private landowners in the region. He also
practices in real estate and commercial litigation.
He is licensed in both North Dakota and
Minnesota.

Sean was born in Dickinson, North
Dakota, and grew up in Jamestown, North
Dakota. In 1998, he received a Bachelor of
Arts degree, with honors, from North Dakota
State University, with a major in English and
a minor in Business Administration. Sean was
an Academic All-American and All-American
football player while at NDSU.

Sean graduated from the University of North
Dakota School of Law, with distinction, in 2001.
After graduating from law school, he practiced
for three years in Minneapolis with the Leonard,
Street & Deinard law firm. He practiced in real
estate, construction litigation, and debtor-creditor
litigation.

Sean and his wife Sarah live in West Fargo

with their son, Samuel, and their daughter,
Genevieve.

SPOUSAL EMPLOYMENT CONTRACTS:
ARE YOU READY FOR AN IRS AUDIT?

Marshall W.
McCullough works in
the West Fargo and Page
offices and devotes his
practice to corporate/
business, estate planning,
probate, and taxation.

The Internal Revenue Service recently
won a Tax Court decision regarding spousal
employment arrangements used in a farming
operation. As a result of this victory, it is likely



that IRS examiners will take a closer look at
spousal employment contracts.

In the Tax Court case, the taxpayer operated
a farm as a sole proprietorship and hired his
spouse to perform farm chores. These chores
included keeping books of the farm, running
errands for the farm business, and answering
telephone calls. The employment agreement
specified that the spouse would receive annual
compensation of approximately $2,000 in
addition to medical fringe benefits. The fringe
benefit plan provided that employees would
be fully reimbursed for health insurance costs
for themselves and their families and also
reimbursed up to $8,000 for out-of-pocket
medical expenses. These plans are fairly
common in a farming situation.

Unfortunately, the employment contract did
not specify the number of hours the spouse was
required to work. In addition, it did not establish
days or times that the spouse would be available
to do the work. During the years audited by the
IRS, neither the farm proprietor nor the spouse
recorded how many hours were worked, nor did
they detail what services were provided.

The Tax Court disallowed $9,502 of
medical expenses. It agreed with the IRS
that the total compensation paid to the
spouse was unreasonable. The taxpayer had
no documentation as to the actual services
performed or the actual hours worked during the
year. In addition, the taxpayer did not establish
what employees doing comparable work in
similar sized farms were being paid.

We recommend that farmers with farm
spousal employment arrangements immediately
address the following items:

1. Review your written employment agreement
to make sure it specifies the number of hours the
spouse is required to work, the days and times
the spouse is required to be available for work,
and the general duties of the spouse.

2. Keep records similar to those you keep for
other employees, including the number of hours
the spouse actually worked and also the nature
and extent of the services performed. This
could be accomplished with a simple notebook
detailing the date, hours worked, and the nature
of services performed.

Many IRS audits are decided on the facts
and circumstances of each case. As a general
rule, the more documentation you have, the
better your chances of sustaining a deduction.

A properly drafted employment contract, along
with a time log recording hours worked and
services performed, could have helped the
taxpayer prevail. It was the lack of evidence that
caused the Tax Court to rule with the IRS.

Please be sure to review your current
employment contracts. Please feel free to
contact us if we can be of assistance, or if any
additional questions exist.

PROFILE OF ATTORNEY
CHRISTOPHER M. McSHANE

Christopher M.
McShane works in the
West Fargo office and
devotes his practice to
commercial litigation
and corporate law.

In August of 2006, Chris McShane
joined Ohnstad Twichell, P.C., as an associate
attorney. He grew up in Golden Valley,
Minnesota, a suburb of Minneapolis. Upon
graduation from Robbinsdale Armstrong High
School, he attended the University of North
Dakota. In 2003, he graduated summa cum
laude with a Bachelor of Science degree in
Commercial Aviation. He currently holds a
Single and Multi Engine Land Commercial Pilot
certificate with an instrument rating, and is a
Certified Flight Instructor and Certified Flight
Instructor of Instruments. While completing
his undergraduate studies, Chris received a
scholarship to train in a Lear Jet.

Chris graduated from the University of
North Dakota School of Law, with distinction,
in 2006. He is licensed to practice in Minnesota
and North Dakota State Courts, as well as North
Dakota Federal District Court. While in law
school, Chris was an intern at the Grand Forks
Air Force Base J.A.G. office and for North
Dakota District Court Judge Joel D. Medd.
Chris also worked as the student representative
for Westlaw while he attended law school. He
currently practices corporate law and litigation in
the West Fargo office.

Review farm spousal
employment contracts
and keep records of
hours worked and

nature of services.
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CELL PHONE “ICE” COULD SAVE YOUR LIFE

Want to help paramedics or bystanders in case something
happens to you? Add an entry to your cell phone directory and
call it ICE, which stands for “In Case of Emergency.” Include
the name and phone number of the person that emergency
services should call on your behalf.

Bob Brotchie, a paramedic in Cambridge, England, created the
ICE campaign in 2004. It only takes a few moments of your time
to do. Bob Brotchie says, “Paramedics know what ICE means and
they look for it immediately. ICE your cell phone now.”

GETTING PERSONAL!!

Lucinda Hopewell began working for the firm as a legal
secretary in January 2007. She attended Minnesota Technical
College Moorhead for legal secretary and later transferred to
Minnesota State University Moorhead for a paralegal major. She
previously worked at Fargo Municipal Court for 5 years and later
worked at the Solberg Law Office for 5 1/2 years. She has an
eight-year-old daughter and lives in West Fargo. She enjoys
baking, riding motorcycle, and used to enjoy riding snowmobile. ©

NEWS FROM OHNSTAD TWICHELL, P.C.

Marshall W. McCullough was recently appointed as a
member of the West Fargo Economic Development Advisory
Committee.

Sandy Leum will be retiring June 1 from the Hillsboro
Ambulance Squad after being an EMT/EMT-I for the past
27 years!! Thanks to Sandy for her years of service on the
Ambulance Squad—good job!!

Janae Kragero was recently elected as Parliamentarian/
NALS Liaison for NALS of Fargo-Moorhead, a professional
association.

Carol Stillwell is Chair of the Board for the West Fargo
Chamber.

William J. Brudvik serves on the Development Board
for Hospice of the Red River Valley. He is also on the
Administrative Services Committee of the North Dakota
Supreme Court.

Marshall W. McCullough is presently the President of the
Red River Valley Estate Planning Council.

The information provided in this letter is of a general nature and should not be acted upon without prior discussion with your Ohnstad Twichell, P.C., attorney.
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