SUPREME COURT OF APPEALS OF WEST VIRGINIA

State ex rel. City Holding Co. v. Kaufman

216 W. Va. 594 (2004) - Decided November 12, 2004

SUMMARY

The Supreme Court of Appeals of West Virginia denied City Holding Company’s petition for a writ of

prohibition seeking to compel arbitration of a former employee’s dispute over stock options. The court
held that a carve-out provision in the severance agreement expressly preserved the parties’ rights under
the stock option plan and therefore removed the stock option dispute from the scope of the

agreement’s arbitration clause.
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QUESTIONS PRESENTED

1. Whether the arbitration clause in the Severance Agreement and General Release applies to Dawson's

dispute concerning previously awarded stock options.

2. Whether City Holding was entitled to a writ of prohibition against the circuit court's order denying
dismissal and enjoining arbitration.

HOLDINGS

1. The arbitration clause in the Severance Agreement does not apply to the dispute concerning Dawson's

stock options.

2. The writ of prohibition is denied.

KEY QUOTATIONS

“The language is clear and unambiguous and effectively removes the stock options from the scope of the
arbitration clause of the Severance Agreement.” (216 W. Va. at 600)

“Based on all of the above, we find that the arbitration clause contained within the Severance Agreement does

not apply to the stock options. Accordingly, the writ requested is denied.” (216 W. Va. at 600)

FACTUAL BACKGROUND

Larry L. Dawson, a former City Holding employee, resigned under a negotiated Severance Agreement and
General Release dated about November 15, 2000. The agreement preserved Dawson's rights under City
Holding's 1993 Stock Incentive Plan and previously awarded stock options through a carve-out provision. After
City Holding rejected Dawson's proposed cash conversion and surrender of the options without payment of the

option price, Dawson filed suit, and City Holding sought arbitration under the severance agreement.
PROCEDURAL HISTORY

Dawson filed a civil action in the Circuit Court of Kanawha County alleging breach of contract, negligence or
gross negligence, securities-law violations, fraud, and promissory estoppel concerning stock options. City
Holding demanded arbitration and moved to dismiss or stay the court action pending arbitration. The circuit
court denied the motion and enjoined arbitration, after which City Holding petitioned the Supreme Court of

Appeals of West Virginia for a writ of prohibition.
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