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SUMMARY

The North Carolina Court of Appeals held that a written agreement between Lake Colony

Construction, Inc. and Lake Colony Partners, LLC established a joint venture for constructing and

selling a house. Because the agreement provided for profit sharing and gave each party some authority

to direct the other's conduct, the court upheld the trial court's determination that the construction

company's labor and materials were supplied in pursuit of the joint venture. The court affirmed the

resulting subordination of the construction company's claims to the deeds of trust.
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Lake Colony Construction appealed from a superior court judgment
and permanent injunction determining that its contract with Lake
Colony Partners created a joint venture and that its rights were

subordinate to specified deeds of trust.

Findings of fact in a declaratory judgment action are reviewed for
support by competent evidence and, if so supported, are conclusive on
appeal. Conclusions of law and contract interpretation are reviewed de

novo.
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QUESTIONS PRESENTED
1. Whether the parties' written contract established a joint venture.

2. Whether the trial court erred in finding that labor and materials supplied by Lake Colony Construction

were furnished in pursuit of the joint venture.

3. Whether Lake Colony Construction preserved for appellate review the issue of whether it could enforce

a statutory lien against the property even if it was a member of a joint venture.

4. Whether the trial court properly determined Lake Colony Construction's rights to the property-sale

proceeds as subordinate to the specified deeds of trust.

HOLDINGS

1. The contract established a joint venture because it expressly identified the relationship as a joint venture,
provided for joint sharing of profits, and gave each party the right in some measure to direct the other's

conduct.

2. The use of the phrase joint venture, together with the contract's mutual-control provisions, necessarily

implied the parties' intent to adopt a principal-agent relationship.

3. The issue whether a joint-venture member could enforce a laborers' and materialmen's lien despite the
joint venture was not preserved because Lake Colony Construction did not raise it in the trial court or

specifically argue it on appeal.

KEY QUOTATIONS

“A joint venture "is a business association like a partnership but narrower in scope and purpose."” (746)

“Thus, the essential elements of a joint venture are (1) an agreement to engage in a single business venture
with the joint sharing of profits, (2) with each party to the joint venture having a right in some measure to

direct the conduct of the other "through a necessary fiduciary relationship."” (746-747)

“These provisions—subjecting each party to the control of the other regarding selection of and changes to the
house plans, selection of the lot, and determination of the sales price for the house—are sufficient to establish

that the parties had the right, in some measure, to direct each other's conduct.” (748)

FACTUAL BACKGROUND

Lake Colony Construction and Lake Colony Partners entered into a written agreement expressly describing their
relationship as a joint venture to construct and sell a house. Lake Colony Partners was to acquire the lot and
arrange financing, while Lake Colony Construction was to serve as general contractor and provide construction

labor and services. The contract provided for joint decisions concerning the lot, house plans, and asking price, as



well as staged payments and an equal division of remaining proceeds. After Lake Colony Construction filed a
laborers' and materialmen's lien, foreclosure proceedings began, prompting the declaratory judgment action
concerning whether the lien had priority over three deeds of trust.

PROCEDURAL HISTORY

Lake Colony Construction filed a statutory lien claim and later brought an action to enforce the lien against Lot
30. During the pending lien action, foreclosure proceedings were initiated, and Lake Colony Construction filed a
declaratory judgment action seeking a determination of the parties' interests and lien priorities. After a bench
trial based principally on the parties' written contract and stipulations, the trial court found a joint venture,
treated Lake Colony Construction as a judgment creditor subordinate to the deeds of trust, and entered a

permanent injunction. The Court of Appeals affirmed.

DISPOSITION

affirmed
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