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INTRODUCTION 

This Court has established strict limits on the civil contempt power. 

These limits are necessary to reign in abuses of the contempt power—

which is “uniquely … liable to abuse.” Int’l Union, United Mine Workers of 

Am. v. Bagwell, 512 U.S. 821, 831 (1994). In contempt proceedings, 

“[u]nlike most areas of law,” the “offending judge” holds the sole responsi-

bility for “identifying, prosecuting, adjudicating, and sanctioning the con-

tumacious conduct,” which “often strikes at the most vulnerable and hu-

man qualities of a judge’s temperament.” Id. The district court’s exercise 

of the contempt power gave rise to clear violations of this Court’s limits. 

Unable to defend these violations on the merits, Respondents resort to 

improper tactics. 

One clear example of these tactics relates to the appeal bond posted by 

Steele. Respondents describe the existence of this bond as “more illumi-

nating” regarding the issues in this Appeal than anything else. (Resp. Br. 

31.) In their Response, Respondents actually change the identity of who 

posted the supersedeas bond, as it suits their needs. When they want to 

criticize Hansmeier for not posting the bond, Respondents state that 

Steele—and only Steele—posted the appeal bond. (Resp. Br. 4) (“This time 

Steele (but not the other two attorneys) obtained and posted a 

supersedeas bond….”) When they want to criticize Hansmeier for posting 

the bond, Respondents state that appellants—meaning Duffy, Steele and 
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Hansmeier—posted the appeal bond. (Resp. Br. 22) (“Even though appel-

lants claimed a complete inability to pay … they managed to post a 

supersedeas bond … just a week after the contempt order.”) These state-

ments cannot both be true—either Steele unilaterally posted the bond, or 

Duffy and Hansmeier also participated. It is improper for Respondents to 

falsify facts.  

A second clear example is Respondents’ description of In re Resource 

Tech. Corp., 624 F.3d 376 (7th Cir. 2010), which is one of their most fre-

quently cited cases. (E.g., Resp. Br. 16, 30) Respondents cite Resource 

Tech throughout their brief for the proposition that Hansmeier’s ability to 

post a bond in another case creates a presumption that he is able to post a 

bond in this case. This is an unbelievable misstatement of the case. Re-

source Tech holds that the past ability to comply with a given order cre-

ates a presumption of present ability to comply with that same order. See 

Resource Tech, 624 F.3d 388 (“The evidence before the district court estab-

lished that Chiplease had the past ability to comply with the escrow order, 

and Chiplease did little to rebut the resulting presumption that it had the 

present ability to comply.”). Respondents’ description of Resource Tech is 

completely misleading. 

Respondents further cite Resource Tech for the proposition that it was 

Hansmeier’s burden to prove that his compliance with the sanctions order 

was “clearly, plainly, and unmistakably impossible.” (E.g., Resp. Br. 30.) 

Case: 14-1682      Document: 24-1            Filed: 07/07/2014      Pages: 34



3 

 

Yet, this heavy burden arises only when the complainant establishes that 

“there has been no effort at even partial compliance….” Resource Tech., 

624 F.3d at 387. Respondents make no claim that Hansmeier made no ef-

fort to comply; they only accuse him of not paying $250,000. (Resp. Br. 26.) 

Thus, this heightened legal standard has no application to Hansmeier. 

Respondents’ tactics are born out of necessity. Respondents cannot use 

the record to support the contempt order, because they did not create one. 

They have no option but to make up facts and misstate the law. 

In the end, this Appeal concerns straightforward violations of the strict 

limits imposed on the contempt power by this Court’s case law. Respond-

ents fail to justify the district court’s bright-line violations. 

ARGUMENT 

I. Respondents Fail to Justify the District Court’s Bright-Line Viola-

tion of This Court’s Holding in FTC v. Trudeau 

Hansmeier’s first identification of error is that the district court failed 

to explain—with respect to the 10% attorneys’ fees sanction—“the method 

it used to calculate the award, why the court chose that method, and how 

the evidence of record supports the figures plugged into that method.” 

FTC v. Trudeau, 579 F.3d 754, 770 (7th Cir. 2009). The “calculation meth-

od used to reach [the] amount” of a contempt sanction is reviewed de novo, 

and the district court erred by omitting this explanation. Id. at 768. This 
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Court must “remand for additional findings with respect to the amount of 

the sanction.” Id. at 774. 

Respondents attempt to characterize the 10% attorneys’ fees sanction 

as compensatory because it was paid to the complainant, and not the 

court. (Resp. Br. 7.) It is true that, “[w]here compensation is intended, a 

fine is imposed, payable to the complainant.” United States v. Mine Work-

ers, 330 U.S. 258, 304 (1947). However, this is a necessary, but not suffi-

cient, ingredient of a compensatory sanction; a compensatory sanction 

must also, of course, be limited to, “compensat[ing] the complainant for 

losses sustained.” Trudeau, 579 F.3d at 770 (quoting Mine Workers, 330 

U.S. at 303–04). The district court’s failure to explain its method for calcu-

lating the 10% attorneys’ fees sanction prevents this Court from confirm-

ing that the sanction was so limited. Id. 

Respondents also reference the district court’s statement that the 10% 

attorneys’ fees sanction, “contemplates the attorney’s fees and costs in-

curred by defendants during the court of litigating the contempt motion.” 

(Resp. Br. 7.) While this statement might shed light on the district court’s 

objective, it does not speak to whether the objective was met; indeed, this 

statement is remarkably similar to a statement this Court rejected in 

Trudeau. See Trudeau, 579 F.3d at 771 (“All we have is a statement that 

the $37,616,161 figure represent[s] a reasonable approximation of the loss 

consumers suffered as a result of defendant’s deceptive infomercials.”) (in-
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ternal quotation marks omitted). Nothing the Respondents offer changes 

the fact that the 10% attorneys’ fees sanction lacks a “key ingredient[] 

needed in any compensatory sanction:” an explanation of how the court 

arrived at the amount of the sanction. Id. at 770. 

Respondents’ attempt to characterize the 10% attorneys’ fee sanction 

as coercive also fails. (Resp. Br. 8–9.) The contempt order contained no al-

lowance for the Appellants “to avoid the sanction, or some part of it, by 

complying with [an] order.” Trudeau, 579 F.3d at 770. Thus, the 10% at-

torneys’ fees sanction cannot possibly be defined as coercive. Id. Certainly, 

as Respondents note, the per diem sanction of $500/day—rising eventually 

to $1000/day—threatened in the contempt order (App. 13) is coercive in 

nature. But this Appeal does not concern the per diem sanctions. Rather, 

it concerns the 10% attorneys’ fees sanction. Neither of the cases1 cited by 

Respondents suggests that a flat attorneys’ fees sanction, not subject to 

purge—such as the 10% attorneys’ fees sanction—is coercive in nature. 

Even the contempt order expressly described the 10% attorneys’ fees sanc-

tion as “remedial,” not coercive. (App. 12.)  

Respondents’ effort to defend the district court’s use of a 10% multipli-

er in place of the lodestar method is a straw man. (Resp. 9–12.) 

Hansmeier is not assigning error to the district court’s decision, as unusu-

                                            
1 Castillo v. St. Paul Fire & Marine Ins. Co., 938 F.2d 776 (7th Cir. 1991); In re 

Grand Jury Proceedings, 280 F.2d 1103 (7th Cir. 2001). 
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al as it was, to disregard the lodestar method. Instead, Hansmeier assigns 

error to the district court’s failure “to explain how it arrived at the specific 

amount of the sanction imposed.” Trudeau, 579 F.3d at 770. “This means 

not only explaining where the numbers came from, but also outlining the 

methodology the court used to crunch those numbers and arrive at what it 

believed to be an appropriate amount.” Id. The contempt order lacks these 

necessary findings.  

Respondents fail to distinguish Trudeau. (Resp. Br. 11.) To be sure, 

there are factual differences between the records in this case and in Tru-

deau. Yet, the error identified by this Court in Trudeau is a clear, bright-

line error that is equally present here: a lack of findings that allows this 

Court to distinguish between a compensatory and a punitive sanction. Id. 

“This information is crucial to ensuring that the award is not greater than 

necessary. If any part of it winds up being punitive instead of remedial, 

then criminal proceedings are required to sustain it.” Id.  

Trudeau was hardly the only decision of this Court to reverse a district 

court for insufficient findings regarding an allegedly compensatory sanc-

tion. See, e.g., SEC v First Choice Mgmt. Servs., 678 F.3d 538, 545 (7th 

Cir. 2012) (“A judge has to justify the sanctions he imposes.”); Am. Waste 

Sys., Inc. v. City of Gary, Ind., 49 F.3d 286, 293 (7th Cir. 1995) (“A judge 

reckoning a compensatory award must make subsidiary findings that 

permit the parties (and the court of appeals) to know the basis of the deci-
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sion.”); Autotech Techs. LP v. Integral Research & Dev. Corp., 499 F.3d 

737, 752 (7th Cir. 2007) (“The amount of the sanction must be supported 

in the record.”). There is nothing holy about the record in Trudeau, other 

than the district court’s failure to make necessary findings. 

Respondents’ suggestion that “Chief Judge Herndon knew well how 

much time defense counsel could reasonably have taken to litigate the 

contempt without having to examine the new billing statements,” is not 

only implausible, but irrelevant. (Resp. Br. 12.) It is implausible because 

Respondents filed a joint petition for contempt, and their reply was also 

submitted jointly. See, e.g., R. 169. Without clairvoyance, the district court 

could not possibly reasonably estimate how much time any given Re-

spondent contributed to this briefing. It is quite possible—if not over-

whelmingly likely—that one Respondent took the drafting lead. If so, then 

two of the Respondents would almost certainly be receiving a windfall, 

rendering the 10% attorneys’ fee sanction punitive. Bagwell, 512 U.S. at 

829 (1994) (“[A] flat, unconditional fine totaling even as little as $50 an-

nounced after a finding of contempt is criminal if the contemnor has no 

subsequent opportunity to  reduce or avoid the fine through compliance.”) 

(internal quotation marks omitted). It is also irrelevant. Regardless if it 

“well knew how much time defense counsel” spent litigating the contempt 

proceedings, the district court was required to show its work. The district 
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court did not do so, and Respondents do not demonstrate otherwise. This 

is bright-line basis to reverse the contempt orer. 

II. Respondents Fail To Justify The District Court’s Singular Reliance 

On GAAP Conformity 

Hansmeier’s second identification of error is that the district court im-

properly rejected his statement of inability to pay for the singular reason 

that it was not prepared in conformity with Generally Accepted Account-

ing Principles (“GAAP”). Respondents fail to justify the district court’s 

singular focus on GAAP conformity. 

A. Respondents’ Waiver Argument Is Nonsensical 

Respondents’ suggestion that the GAAP issue is moot due to waiver is 

nonsensical. (Resp. Br. 13.) If this Court sides with the Hansmeier on the 

GAAP issue, then Hansmeier’s CPA-prepared statement of inability to 

pay will be presented to the district court anew. At that point, the district 

court will—or at least should—allow the Respondents an opportunity to 

challenge the statement, and then rule on Hansmeier’s inability to pay de-

fense, albeit with more substantial findings. 

As the contempt order stands, the district court’s sparse findings on 

this issue deprive this Court of an opportunity to conduct a meaningful 

appellate review. See Ross v. City of Waukegan, 5 F.3d 1084, 1089 (7th 

Cir. 1993) (to affirm without explanation or clear support from the record 

“would render us no more than a rubber stamp.”). Respondents’ sugges-
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tion that Hansmeier litigate the finer points of his statement of financial 

position for the first time before this Court ignores the obvious reality that 

it is not this Court’s role to engage in initial fact finding. The two cases 

cited by Respondents, Jones v. Union Pac. R.R. Co., 302 F.3d 735 (7th Cir. 

2002) and Anderson v. Litscher, 281 F.3d 672 (7th Cir. 2002), do not relate 

to the “inability to comply” defense. Instead, these cases appear to be cited 

for generic statements of law.  

B. The District Court’s Singular Focus On GAAP Conformity Was 

Error 

Respondents cite a series of cases in an attempt to conjure up a so-

called “prevailing framework” justifying the district court’s singular focus 

on GAAP conformity. (Resp. Br. 14–16.) Yet, not one of these cases 

demonstrates a court singularly focusing on GAAP. To the contrary, a 

careful review of these cases reveals that courts balance multiple factors 

and make detailed findings when assessing statements of financial posi-

tion. Far from establishing a “prevailing framework” that GAAP conformi-

ty is dispositive, the cases cited by Respondents suggest that GAAP con-

formity is, at the very most, one of many factors a district court may con-

sider. 

It is certainly true, as Respondents initially assert, that “district courts 

are fully justified in rejecting plainly deficient financial statements.” 

(Resp. Br. 14.) For example, in Central States, S.E. & S.W. Areas Health & 
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Welfare Fund, 745 F.3d 283 (7th Cir. 2014), cited by Respondents, this 

Court observed, “[t]he defendant may think that a mere assertion of ina-

bility to pay made in an affidavit … precludes a finding of contempt. Not 

so.” Id. at 287. In contrast to the defendant in Central States, Hansmeier 

submitted a statement of financial position that was prepared by a third-

party certified public accountant, as the district court specifically ordered. 

This is quite a far cry from the “mere assertion of inability to pay made in 

an affidavit” that was at issue in Central States. 

Respondents next assert that, “[i]t is not unusual for district courts to 

cite accepted accounting principles in determining ability to pay.” (Resp. 

Br. 14.) However, the cases cited by Respondents do not stand for this 

proposition. In Frankl v. HTH Corp., 832 F.Supp.2d 1179 (D. Haw. 2011), 

the court held Waikiki’s Pacific Beach Hotel in contempt for violating the 

court’s injunction “requiring [it] to comply with the [National Labor Rela-

tions] Act.” Id. at 1184, 1211. In contrast to the district court in this Ap-

peal, the Frankl court made detailed findings about why the financial 

statements associated with that case were inadequate: 

Expenses were grouped in general categories preventing 

[the accountant] from determining whether there were 

any significant changes over the two years, there was no 

balance sheet from which [the accountant] could compare 

assets and liabilities to pay debts, and the statements 

were not certified such that [the account] had no confi-

dence in the correctness of the Statements and had no 

way to verify the numbers. 
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Id. at 1212. The district court’s findings are very inadequate in compari-

son. 

In A.V. by Versace, Inc. v. Gianni Versace, S.p.A., 279 F.Supp.2d 341 

(S.D.N.Y. 2003), the district court noted that the defendant submitted un-

signed tax returns and disorganized bank account statements, and stated 

that it could not “and [would] not perform the role of [defendant’s] ac-

countant.” Id. at 348. It further criticized the defendant for violating an 

order to produce a net profits report prepared by a certified public ac-

countant. Id. at 350. The defendant had attempted to submit a report that 

was not prepared by a certified public accountant, and then, rather bi-

zarrely, submitted a report for a corporation that no longer existed. Id. In 

this Appeal, and in contrast to the circumstances in Versace, Hansmeier 

timely complied with the district court’s order by submitting a statement 

of financial condition prepared by a certified public accountant. None of 

the additional factors present in Versace are present here.  

Respondents further defend the district court’s focus on GAAP by cita-

tion to appellate review of federal agency decisions. (Resp. Br. 15.) In 

Bluestone Energy Design, Inc. v. FERC, 74 F.3d 1288 (D.C. Cir. 1996) the 

District of Columbia Circuit noted that Bluestone Energy twice failed to 

submit financial information to the administrative law judge after being 

ordered to do so, declined to provide complete answers to twenty-two out 

of twenty-four interrogatories regarding its financial status, and submit-

Case: 14-1682      Document: 24-1            Filed: 07/07/2014      Pages: 34



12 

 

ted financial statements that not only departed from generally accepted 

accounting principles, but omitted substantially all of the information or-

dinarily included in financial statements. Id. at 1295. While Hansmeier’s 

financial statements were not prepared in accordance with GAAP, none of 

the other Bluestone factors are present in this case.  

Respondents’ citation to California Pub. Emps.’ Ret. Sys. v. Chubb 

Corp., 394 F.3d 126 (3d Cir. 2004), which itself cites a Securities and Ex-

change Commission rule promulgated at 17 C.F.R. § 201.10-01(a), involves 

accounting rules applicable to publicly reporting companies—clearly, a 

very different circumstance than what is present in this case. Further, 

Respondents conspicuously avoid mention that the Third Circuit in Chubb 

affirmed the district court’s dismissal with prejudice of a complaint that 

alleged accounting fraud based on GAAP violations, where the complaint 

did not allege, “what the unreasonable practices were and how they dis-

torted the disclosed data.” Id. at 153–54 (citing In Re Burlington Coat Fac-

tory Securities Litig., 114 F.3d 1410, 1417–18 (3rd Cir. 1997)). Surely, if 

an allegation of GAAP noncompliance does not even support a claim for 

securities fraud, it cannot be the singular reason a district court rejects a 

statement of financial position as “suspicious” and “incomplete”. At a min-

imum, a district court should be required to state “what the unreasonable 

practices were and how they distorted the disclosed data.” Id. 
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Respondents’ statement that “GAAP certainly exists for statements of 

financial worth” (Resp. Br. 21) is not supported by their citations. In 

Kuhns v. Bd. of Gov’rs of Fed. Reserve Sys., 930 F.2d 39 (D.C. Cir. 1991), 

the District of Columbia Circuit reviewed a challenge to the Federal Re-

serve Board’s refusal to award a petitioner his attorney’s fees and other 

expenses under 5 U.S.C. § 504, which requires a petitioner to demonstrate 

that his net worth is under $2 million. The Federal Reserve Board in-

structed the petitioner, “to follow GAAP, or to explain why he was not do-

ing so.” Id. at 41. Thus, the Federal Reserve Board expressly contemplat-

ed that GAAP compliance may not be possible—or even necessary—for 

statements of individual financial worth. It also bears mentioning that the 

petitioner had filed for bankruptcy six months prior and stated his net 

worth to be $41 million. Id. at 40. 

Respondents’ citation to AICPA Statement of Position (SOP) 82-1, Ac-

counting and Financial Reporting for Personal Financial Statements is a 

perfect crystallization of their (and the district court’s) apparent misun-

derstanding of GAAP. (Resp. Br. 15.) The American Institute of CPAs does 

not establish GAAP, as Respondents appear to believe. Instead, as the 

Supreme Court noted in Shalala v. Gurnsey Mem’l Hosp., 514 U.S. 87 

(1995), “Far from a single source accounting rulebook, GAAP ‘encom-

passes the conventions, rules, and procedures that define accepted ac-

counting practice at a particular point in time … [I]t is often indetermi-
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nate.... [N]o single source exists for all principles.” Id. at 100–101. Thus, 

even if Hansmeier’s statement of financial condition was prepared in 

strict accordance with AICPA Statement of Position (SOP) 82-1, 

Hansmeier’s certified public accountant would nevertheless disclaim 

GAAP conformity. 

C. The District Court’s Rejection Of Hansmeier’s Statement Of Fi-

nancial Condition Is Not Supported By Other Indicia Of Unre-

liability 

 Respondents claim that the district court did more than consider 

whether Hansmeier’s statement of financial condition was prepared in 

conformity with GAAP. (Resp. Br. 15.) The contempt order does not sup-

port this statement. In the section of the contempt order addressing 

Hansmeier’s “inability to pay” defense, all the district court does is discuss 

GAAP conformity. (App. 6–8.) The “other indicia of unreliability” men-

tioned by Respondents were discussed exclusively in connection with the 

district court’s analysis of the United Mine Workers factors, in arriving at 

the amount of the contempt sanction. (App. 8–11.) Nevertheless, perhaps 

recognizing that the district court’s singular focus on GAAP conformity 

was obvious error, Respondents attempt to support the district court’s 

analysis of Hansmeier’s inability to pay defense by reference to other 

“facts.”  
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Respondent cite Resource Tech. and U.S. ex rel. Thom v. Jenkins, 760 

F.2d 736 (7th Cir. 1985) for the proposition that an alleged contemnor’s 

past ability to comply with a court order triggers a presumption that it 

has present ability to comply. Respondents purposefully distort the hold-

ings in these cases. These cases hold that a past ability to comply with a 

given order gives rise to a presumption of a present ability to comply with 

that same order. See, e.g., Resource Tech, 624 F.3d at 388 (“The evidence 

before the district court established that Chiplease had the past ability to 

comply with the escrow order, and Chiplease did little to rebut the result-

ing presumption that it had the present ability to comply.”). The cases do 

not, as Respondents represent, hold that the past ability to comply with 

an order issued over one year earlier in a different case creates a pre-

sumption of present ability to comply with the sanctions order in this case.  

In fact, as a matter of common sense, posting a bond in one case is a 

zero sum game—the money allocated in any given proceeding reduces the 

amount one has to allocate to all other proceedings. As Hansmeier argued 

in the Opening Brief, what the district court should have taken notice of is 

that not only did the appellants post a bond in another case, but they did 

so without first claiming an inability to pay. The district court’s singular 

focus on GAAP conformity in rejecting Hansmeier’s statement of financial 

conduction is not justified by this “fact.” 

Case: 14-1682      Document: 24-1            Filed: 07/07/2014      Pages: 34



16 

 

Respondents’ next “indicia of unreliability” is their claim that the ap-

pellants, including Hansmeier, “managed to post a supersedeas bond for 

$287,300 just a week after the contempt order.” (Resp. Br. 17.) But 

Hansmeier did not post a supersedeas bond for $287,300 in this case. Re-

spondents appear to recognize this fact. In their Statement of the Case, 

Respondents assert, “This time Steele (but not the other two attorneys) 

obtained and posted a supersedeas bond in the amount of $287,300.” 

(Resp. Br. 4.) Thus, whenever Respondents want to criticize Hansmeier 

for not posting the bond it is Steele who posted the supersedeas bond. Yet, 

when Respondents want to defend the district court’s singular focus on 

GAAP conformity, it is the appellants who posted the supersedeas bond. 

These statements are mutually exclusive and their existence in the same 

brief places the Respondents’ credibility in its proper light. In any event, 

the “fact” that Steele posted a supersedeas bond does not justify the dis-

trict court’s singular focus on GAAP conformity in rejecting Hansmeier’s 

statement of financial conduction. 

Respondents’ reference to a Forbes blog post is just as disingenuous as 

their description of the supersedeas bond. (Resp. Br. 17.) The district court 

did not, in fact, consider the blog post in its assessment of Hansmeier’s 

statement of financial position. To the extent it did, then the district court 

plainly abused its discretion. While Steele was associated with the blog 

post, Hansmeier was not. Further, the blog post was posted on the Inter-
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net in 2011 and suffers from the other shortcomings described in 

Hansmeier’s Opening Brief. Further, the district court did not cite to any 

“public touting” made by Hansmeier—for the simple reason that none ex-

ists. The “fact” that Steele was quoted on a Forbes blog post years ago 

does not justify the district court’s singular focus on GAAP conformity in 

rejecting Hansmeier’s statement of financial condition. 

Respondents attempt to justify the district court’s insufficient review of 

Hansmeier’s statement of financial condition by reference to Hansmeier’s 

“deceit and disrespect of the judicial process.” (Resp. Br. 18.) Yet, despite 

making these provocative accusations, Respondents do not actually point 

to a single instance of “deceit” or “disrespect” displayed by Hansmeier. To 

the contrary, Hansmeier’s participation in the order to show cause hear-

ing consisted of presenting routine legal argument. (App. 30–68.) 

While it is true that Chief Judge Herndon had before him Judge Mur-

phy’s orders imposing sanctions on Hansmeier, Judge Murphy’s findings 

were just as conclusory as the Respondents’ allegations. To be sure, Judge 

Murphy made harmful findings about Hansmeier and others, but not one 

of these findings went beyond a conclusory statement unsupported by ci-

tation to the record. Indeed, one of the cases principally relied on by Judge 

Murphy (a case that was the source of a majority of the gratuitous refer-

rals to investigative agencies referenced by Respondents) has since been 

reversed on the merits, AF Holdings v. Doe, No. 12-cv-1445 (D. Minn. Mar. 
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27, 2014) (reversing magistrate judge’s order imposing sanctions), another 

does not even stand for the proposition for which it was cited, AF Holdings 

v. Chowdhury, No. 12-cv-12105 (D. Mass. Oct. 22, 2013) (cited as making 

“alias findings”, but in fact entered in a case where the district court ex-

pressly declined to “unravel the relationships”) and the final one (and the 

final source of the gratuitous referrals) imposed punitive sanctions with-

out corresponding due process protections, and is currently on appeal. See 

Ingenuity 13 LLC v. John Doe, No. 12-cv-8333 (C.D. Cal. May 6, 2013). 

Regardless, Judge Murphy’s findings do not justify the district court’s sin-

gular focus on GAAP conformity in rejecting Hansmeier’s statement of fi-

nancial condition. 

Respondents criticize Duffy for his conduct before a different court. 

(Resp. Br. 48.) Regardless of the contextual accuracy of Respondents’ criti-

cism, it is not relevant to whether Hansmeier’s statement of financial con-

dition satisfy the burden of proof for inability to pay. It certainly does not 

justify the district court’s singular focus on GAAP conformity in rejecting 

Hansmeier’s statement of financial condition. Nor does it demonstrate 

that GAAP even exists for the purposes relevant here. 
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III. Respondents Fail To Justify The District Court’s Conclusion That 

Sanctions May Not Be Imposed In The Form Of An Ordinary Money 

Judgment 

Hansmeier’s third identification of error is that the district court im-

properly held that the prior district judge could not possibly have entered 

sanctions in the form of an ordinary money judgment. 

Respondents begin their attack on this argument by characterizing the 

sanctions order as giving rise to an equitable decree. (Resp. Br. 21.) With-

out citing to or discussing the language in the sanctions order, they sum-

marily conclude that the order “lacks the hallmarks” of a money judg-

ment. (Id.) To the contrary, the order expressly invoked the word “judg-

ment”; it entitles Respondents to the money sums stated in the order, with 

interest as provided by law; and it provides that payment shall be made with-

in 14 days—the exact time period set forth in Fed. R. Civ. P. 62(a)—after 

which assets may be seized and sold. This is a money judgment. See BASF 

Corp. v. Old World Trading Co., 979 F.2d 615, 616 (7th Cir. 1992). 

Respondents’ first attack relies on a syllogism that boils down to this: 

judgments arise from damages; attorneys’ fees are not damages; therefore, 

awards of attorneys’ fees cannot be in the form of money judgment. In 

support of their minor premise, Respondents cite Tonya K v. Board of 

Educ. of City of Chicago, 847 F.2d 1243 (7th Cir. 1988). Yet, Tonya K sup-

ports the proposition that attorneys’ fees are defined as “part of the ‘costs’ 

of prosecuting [a] suit” under the Handicapped Children’s Protection Act. 
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Id. at 1246. It does not stand for any broader proposition. Respondents’ 

major premise is supported solely by citation to Black’s Law Dictionary—

not a statute, rule or case law. (Resp. Br. 47–48.) 

Respondents next discuss Loftus v. Southeastern Penn. Trans. Auth., 8 

F.Supp.2d 464 (E.D. Pa. 1998). While there are factual similarities be-

tween Loftus and the instant case, there is at least critical difference: the 

plaintiff’s attorney in Loftus did not ask the court to decide whether it had 

the discretion to impose attorneys’ fees in the form of an ordinary money 

judgment. See id. This, and not the issues raised by the plaintiff’s attorney 

in Loftus, is the issue before this Court. The Loftus court noted that public 

policy considerations favor a distinction between sanctions and money 

judgments. Id. at 468. If it had been presented with Hansmeier’s argu-

ment, the Loftus court might have weighed the policy considerations fa-

voring a district court’s broad discretion to impose sanctions in the man-

ner it deems appropriate. 

Respondents’ discussion of whether contempt is an appropriate means 

of enforcing a court order does not address Hansmeier’s argument, be-

cause it assumes the point being argued. Hansmeier does not dispute that 

contempt is an appropriate means of enforcing a court order. The issue is 

whether the district was correct to rule that the sanctions order could not 

possibly assume the form of a money judgment. In each of the cases cited 

by Respondents for their proposition that “[c]ivil contempt is an especially 
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appropriate means to enforce sanctions against attorneys for misconduct 

in litigation,” (Resp. 24) the sanctions orders entered by the district courts 

took the form of an equitable decree.  

Respondents’ statement that court orders may be enforced in civil con-

tempt is a truism. Of course it is true that court orders may be enforced 

through contempt proceedings. The question is whether the order in this 

case was in the form of a money judgment or an equitable decree. The 

third case cited by Respondents in this respect, Cannon v. Loyola Univ. of 

Chicago, 676 F.Supp. 823 (N.D. Ill. 1987), illustrates this point well.  

In Cannon, the plaintiff’s complaint was dismissed with prejudice on 

February 26, 1985 and on May 31, 1985 the defendants were granted 

“their fees and costs expended in litigating [the case] because Cannon had 

violated Rule 11.” Id. at 825. When Cannon and her counsel persisted in 

challenging the defendants’ efforts to collect the sanctions award—by, for 

example, ignoring citations to discover assets—the court informed them 

“that [its] May 25, 1985 judgment was a final judgment.” Id. When certain 

defendants petitioned to hold Cannon and her counsel in contempt (again, 

for refusal to comply with the citations to discover assets), the magistrate 

judge recommended that a contempt sanction issue. Id. at 825–26. 

Respondents’ citation to Cannon undercuts their entire argument on 

Hansmeier’s third identification of error. Cannon is an example of a dis-
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trict court imposing litigation misconduct sanctions in the form of an ordi-

nary money judgment. Id. The ordinary money judgment was not enforced 

through contempt proceedings. Id. Instead, it was enforced through cita-

tions to discover assets and other ordinary money judgment enforcement 

methods. Id. When these ordinary money judgment enforcement methods 

were ignored, civil contempt properly issued. Id. The contempt did not 

arise from the responsible parties’ failure to satisfy the ordinary money 

judgment, but their failure to comply with court orders. Id. Contrary to 

Respondents’ apparent understanding, attorneys’ fees sanctions can and 

do take the form of ordinary money judgments. Respondents offer no rea-

son why district courts should be prevented from imposing sanctions in 

this manner. 

IV. Respondents Fail To Justify The District Court’s Contempt Finding 

In The Absence Of Any Evidence 

Hansmeier’s fourth identification of error is that the Respondents 

failed to show—by clear and convincing evidence—the following elements 

as to each of Duffy, Steele and Hansmeier: (a) an unambiguous command; 

(b) a violation of that command; (c) lack of substantial compliance with the 

command; and (d) a failure to take reasonable and diligent steps to com-

ply. See Trudeau, 579 F.3d at 763 (citing Prima Tek II, L.L.C. v. Klerk’s 

Plastic Indus., B.V., 525 F.3d 533, 542 (7th Cir. 2008)).  
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A. Unambiguous Command 

Regarding the first element of contempt—an unambiguous command—

the best Respondents do is parrot the district court’s observation that 

Hansmeier could have sought clarification if he was confused. (Resp. Br. 

27.) But Hansmeier was not confused; the sanctions order expressly de-

scribed itself as a judgment. The only “confusing” aspect of the contempt 

proceedings was the district court’s surprising decision to reinterpret the 

order as an equitable decree after the prior district judge retired. 

Respondents’ suggestion that it was Hansmeier’s obligation, rather 

than theirs, to establish that the order was not what it said it was is an 

improper attempt at burden shifting. It was their obligation, not 

Hansmeier’s, to prove a clear and unambiguous order. See, e.g., Trudeau, 

579 F.3d at 763. This is particularly true where, as here, the Respondents’ 

prior aggressive judgment enforcement efforts manifest their understand-

ing of the order as an ordinary money judgment—consistent with 

Hansmeier’s. 

None of the cases cited by Respondents endorse this attempt at burden 

shifting. In McComb v. Jacksonville Paper Co., 336 U.S. 187 (1949), the 

Supreme Court noted that in the presence of “extenuating circumstances 

or if [a] decree was too burdensome in operation … Respondents could 

have petitioned the District Court for a modification, clarification or con-

struction of the order.” Id. at 192. Jacksonville did not address the circum-

Case: 14-1682      Document: 24-1            Filed: 07/07/2014      Pages: 34



24 

 

stance of ambiguity or the issue of burden shifting. Id. Respondents’ cita-

tions to Cleveland Hair Clinic v. Puig, 106 F.3d 165 (7th Cir. 1997), Alex-

ander v. Chicago Park Dist., 927 F.2d 1014 (7th Cir. 1991) and Reich v. 

Sea Sprite Boat Co., 50 F.3d 413 (7th Cir. 1995), stand for the uncontro-

versial proposition that all orders—even facially invalid orders—must be 

followed until stayed or reversed. That is not an issue before this Court. 

B. Substantial Violation of the Command; Failure to Take Rea-

sonable and Diligent Steps to Comply 

Regarding the latter two elements of contempt, Respondents assert 

that Hansmeier’s statement at the order to show cause hearing—that he 

had not paid Respondents $250,000—is sufficient to establish that the 

sanctions order was not substantially complied with and that Hansmeier 

failed to take reasonable and diligent steps to comply with it. (Resp. Br. 

29.) Not quite. Nothing in the record establishes what portion of the sanc-

tions order has been satisfied—either through payments made by Duffy, 

Steele or Hansmeier or by the Respondents’ extraordinarily aggressive 

judgment enforcement efforts. Respondents have steadfastly refused to 

provide any disclose on this point. 

The Response brief fails to discuss Respondents’ judgment enforcement 

efforts, which commenced in earnest shortly after the sanctions order is-

sued. Respondents unilaterally, if not unlawfully, declared an estimated 

15 different persons and businesses to be Steele, Duffy and Hansmeier’s 
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“aliases.” See, e.g., R. 116, 116-1 (moving to quash judgment enforcement 

subpoenas issued by Respondent Smith regarding 15 so-called “aliases” of 

Hansmeier). They then proceeded to discover and presumably seize and 

sell the assets of these so-called “aliases.” Id. Hansmeier has never heard 

of many of these so-called “aliases”, and has no idea what success the Re-

spondents met with during these efforts to seize and sell assets. This pro-

cess was ongoing for several months. Only after Respondents had seized 

all of the assets they could locate, one might surmise, did Respondents 

change their mind, contend that the sanctions order was in the form of an 

equitable decree and seek contempt. 

The Respondents’ failure to provide the district court with any infor-

mation on what portion of the sanctions order remained unsatisfied 

should have precluded a finding of contempt. Rather than make a record 

on this issue, Respondents hid this fact from the district court. Thus, it is 

unclear whether the sanctions order was the subject of substantial com-

pliance. Respondents cannot declare 15 other businesses and persons to be 

Hansmeier’s “alias” for the purpose of seizing money, and then turn 

around and claim that these aliases do not count for the sake of the sub-

stantial compliance element of contempt. 

Regarding reasonable and diligent steps to comply, Hansmeier’s 

statement that he did not pay Respondents $250,000 is not probative of 

what steps he did, in fact, take to comply with the sanctions order. 
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Whether Hansmeier or anyone else sought to stay the order is not proba-

tive of the actions Steele, Duffy and Hansmeier took, for example, to raise 

funds to satisfy the order. It was Respondents’, not Hansmeier’s, burden 

to prove these latter two elements by clear and convincing evidence. They 

offered no evidence whatsoever. 

Respondents’ waiver argument suffers from two major defects. First, it 

was their burden to create a record that proves all of the elements of con-

tempt by clear and convincing evidence. A burden is not capable of being 

“waived,” as Respondents suggest. A defendant in a criminal proceeding, 

for example, does not waive the burden of “proof beyond a reasonable 

doubt” simply because he elects to rest on the state’s case. Second, 

Hansmeier did, in fact, challenge the Respondents for failing to provide 

the Court with any evidence about what portion of the judgment remained 

unsatisfied.  

Respondents cite Oxford Capital Ill., LLC v. Sterling Payroll Fin., 

LLC, No. 01 C 1173, 2001 U.S. Dist. LEXIS 19246 (N.D. Ill. Nov. 26, 2001) 

for the uncontroversial proposition that a district court must find clear 

and unequivocal evidence in support of each of the elements of contempt. 

(Resp. Br. 26.) However, in light of the fact that Respondents elected to 

present no evidence, the district court erred in finding contempt. 
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V. Respondents Fail To Justify The District Court’s Erroneous Applica-

tion Of the United Mine Workers Factors 

Respondents present no new arguments in their defense of the district 

court’s erroneous analysis of the United Mine Workers factors. Important-

ly, Respondents fail to rebut Hansmeier’s identification of error regarding 

the district court’s statement on the “behavior of plaintiff’s counsel … at 

the show cause hearing.” Hansmeier rebutted the district court’s findings 

of “clear disrespect of the Court” and of presenting “misrepresentations 

and half-truths” to the Court by noting that the district court’s exclusive 

evidence for this criticism was a Forbes blog post referencing Steele.  

Thus, this Court is faced with a district court that vicariously attribut-

ed comments made exclusively by Steele in a blog post dated one-and-a-

half years ago to Hansmeier. The blog post was not introduced during the 

contempt proceedings, but was located by the district court in a post-

hearing ex parte Google search. This completely absurd attribution is the 

district court’s sole evidentiary basis for accusing Hansmeier of such ex-

treme misdeeds as “demonstrating clear disrespect of the Court,” and of 

presenting “misrepresentations and half-truths” to the Court. This is per-

haps the clearest example of how the contempt proceedings struck “at the 

most vulnerable and human qualities of a judge’s temperament,” Bagwell, 

512 U.S. at 831, and for why this Court’s strict limits on the contempt 

power must be strictly enforced. 
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CONCLUSION 

 This Court should vacate the district court’s finding of contempt and 

its imposition of sanctions. Respondents’ request for additional fee-

recovery sanctions on appeal (Resp. Br. 31) is perfunctory, underdeveloped 

and is insufficient to properly raise this issue before this Court. Ordower 

v. Feldman, 826 F.2d 1569, 1576 (7th Cir. 1987) (citing Manbourne, Inc. v. 

Conrad, 796 F.2d 884, 888 (7th Cir. 1986)). 

 

DATED: July 7, 2014 

 /s/ Paul Hansmeier    

Paul Hansmeier 

100 South Fifth Street, Suite 1900 

Minneapolis, MN 55402 

612-234-5744 

In propria persona 
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