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SUMMARY

The Seventh Circuit vacated and remanded a district court order denying a motion for attorney-fee
sanctions without adequate explanation. The court held that a voluntary dismissal under Federal Rule
of Civil Procedure 41(a)(1)(i) barred an award under 42 U.S.C. § 1988 because the defendant was not
a prevailing party, but did not eliminate the court’s authority to impose Rule 11 sanctions. The court
also discussed the alleged due process and racial-discrimination theories underlying the plaintiff’s
challenge to a Cook County food-service contract.
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QUESTIONS PRESENTED

1. Whether a voluntary dismissal under Rule 41(a)(1)(i) deprives the district court of jurisdiction to award
attorney's fees under 42 U.S.C. § 1988 or sanctions under Rule 11.

2. Whether the district court erred in denying Canteen's Rule 11 motion without explanation.

3. Whether Szabo-Digby's due process claim was objectively frivolous and warranted Rule 11 sanctions.

4. Whether the racial discrimination claim required further fact-finding before determining Rule 11
sanctions.

HOLDINGS

1. A defendant is not a 'prevailing party' when the plaintiff voluntarily dismisses without prejudice under
Rule 41(a)(1)(i), and because § 1988 fees are treated as costs, which cannot be awarded after such a
dismissal, the court lacks authority to award § 1988 fees.

2. A voluntary dismissal under Rule 41(a)(1)(i) does not deprive the district court of jurisdiction to award
Rule 11 sanctions for violations that occurred before the dismissal.

3. Szabo-Digby's due process claim was objectively frivolous because it lacked a property interest in the
contract or in the bidding procedures, and the claim was not a good faith argument for extension of law.
Therefore, Rule 11 sanctions are mandatory.

4. The racial discrimination claim was sufficient in form, but the district court must make findings on
whether it was well-grounded in fact and whether reasonable inquiry was made before filing. The record
was insufficient to resolve these issues.

5. When a serious Rule 11 motion is denied without explanation, the appellate court cannot review the
decision, and remand is required for the district court to provide reasons.

KEY QUOTATIONS

“I have reviewed the motion. I am well aware of the case. I reviewed the materials that were previously filed
in connection with the case. I don't believe, under the circumstances of the case, that a Rule 11 violation has
occurred, nor do I believe that Section 1988 fees should be awarded, and so the motion, upon my review of the
entire record in this case, is denied.” (1076)

“[P]laintiffs demonstrated that they had been deprived of a substantive constitutional right, i.e., the right to
be free from having established bidding procedures applied in an arbitrary and capricious manner.” (1081)

“The County reserves the right to accept or reject any or all proposals and to negotiate with any qualified
source or to cancel in part or in its entirety this Request for Proposal. It may accept the proposal that it
considers to be in the best interest of the County.” (1080)

“The ostrich-like tactic of pretending that potentially dispositive authority against a litigant's contention does
not exist.” (1082)



FACTUAL BACKGROUND

Szabo Food Service, a large caterer, held a contract to supply food at the Cook County Jail. Cook County had a
minority set-aside ordinance requiring 30% of contract work to go to minority-owned firms. Szabo formed a
joint venture with Catfish Digby's, a black-owned restaurant chain, to bid on the next contract. Canteen
Corporation, a competing caterer, bid lower by over $1 million. An evaluation committee rated Szabo-Digby's
bid superior, but the County Board awarded the contract to Canteen. Szabo-Digby filed a federal suit alleging
racial discrimination and due process violations, then voluntarily dismissed it under Rule 41(a)(1)(i) and refiled
in state court, where it lost. Canteen sought Rule 11 sanctions and § 1988 fees in the federal action, but the
district court denied the motion without explanation.

PROCEDURAL HISTORY

Szabo-Digby filed a federal suit against Canteen and Cook County officials alleging racial discrimination and
due process violations. After the district court denied a TRO, Szabo-Digby voluntarily dismissed the federal
action under Rule 41(a)(1)(i) and refiled in state court, where it lost. Canteen then moved for sanctions in the
federal district court, which denied the motion without explanation. Canteen appealed.

DISPOSITION

affirmed_in_part_vacated_in_part_remanded

REMAND INSTRUCTIONS

On remand, the court shall fix the sanction for the pursuit of the objectively frivolous due process claim. The
court shall take such evidence and make such findings as are appropriate with respect to the pursuit of the racial
discrimination claim. Circuit Rule 36 shall apply on remand.
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