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SUMMARY

The Supreme Court of Virginia considered whether a handwritten settlement memorandum created a
binding contract when it stated that the settlement was subject to execution of a formal agreement. The
court held that the language was clear and unambiguous and made execution of the formal agreement
a condition precedent to contract formation. Because no formal agreement was executed, the court
reversed and vacated the trial court’s judgment, reinstated the underlying action, and remanded for
further proceedings.
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PROCEDURAL POSTURE Golding appealed from the trial court's order finding that the parties
had reached a binding settlement, dismissing Golding's underlying
action with prejudice.

STANDARD OF REVIEW The interpretation of a clear and unambiguous written contract is a
question of law reviewed independently; when contractual language is
unambiguous, the court applies its plain meaning and does not
consider extrinsic evidence.

PRECEDENTIAL VALUE Published Virginia Supreme Court opinion; precedential.
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QUESTIONS PRESENTED

1. Whether the settlement memorandum created a binding contract despite stating that it was subject to
execution of a formal agreement.

2. Whether the trial court could consider extrinsic evidence to determine the parties' intent when the
memorandum was clear and unambiguous.

HOLDINGS

1. A written agreement expressly made subject to and dependent upon the execution of a formal agreement
does not create a binding contract before the formal agreement is executed.

2. When a contract's terms are clear and unambiguous, extrinsic evidence is inadmissible to determine the
parties' objectively manifested intent.

KEY QUOTATIONS

“It comes, therefore, to this, that where you have a proposal or agreement made in writing expressed to be
subject to a formal contract being prepared, it means what it says; it is subject to and dependent upon a
formal contract being prepared.” (539 S.E.2d at 737)

“The execution of a formal agreement, therefore, was a condition precedent to the existence of a binding
contract.” (539 S.E.2d at 738)

FACTUAL BACKGROUND

Golding agreed to sell his appraisal business to Floyd and Varney through Floyd & Varney, L.L.C., but the sale
did not occur. The parties later mediated Golding's resulting lawsuit and signed a handwritten settlement
memorandum. The memorandum stated that it was subject to execution of a formal agreement, and no formal
agreement was ever executed.

PROCEDURAL HISTORY

After negotiations over the sale of Golding's appraisal business failed, Golding filed an action against Floyd and
Varney. Following mediation, the parties signed a handwritten settlement memorandum stating that it was
subject to execution of a formal agreement. Floyd and Varney moved to confirm the settlement and dismiss the
action; Golding sought summary judgment asserting that the memorandum was nonbinding. The trial court held
an evidentiary hearing, found a binding settlement, and dismissed the action with prejudice. The Supreme Court
of Virginia reversed, vacated the judgment, reinstated Golding's cause of action, and remanded.

DISPOSITION



reversed_and_remanded

REMAND INSTRUCTIONS

Reverse and vacate the trial court's judgment, reinstate Golding's cause of action, and remand for further
proceedings.
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