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This case was decided on 23 May 2007.  It is interesting as it makes it clear that it is not so easy to bypass Section 2 of the Law of Property (Miscellaneous Provisions) Act 1989 ("the Act") by seeking to rely on a claim based on proprietary estoppel  or constructive trust under Section 2(5)(c) of the Act.  It also makes it clear that a director of a company can be held liable in damages as a result of the company registering a Notice at the Land Registry gainst the title of a property without reasonable cause.
In essence, the First Defendant claimed that it had reached an oral agreement with the Claimant to buy a property for £2million.  To prevent the Claimant selling the property to another party, the First Defendant then registered Notices against the titles of the property claiming it had an equitable interest in the land based upon the oral agreement.  It claimed that it had incurred substantial fees and other costs upon the basis that terms had been agreed for it to purchase the land and it had therefore acted to its detriment and it argued that the Claimant was estopped from denying that it had an interest in the land.
The Court did not think much of the First Defendant's case that there was any agreement to begin with.  It reviewed the authorities regarding proprietary estoppel claims being successfully used to bypass Section 2 and it made the point that these claims only apply where the parties are not relying upon an oral agreement that has been concluded.  The Court made the point that, if any oral contract for the sale of land could be enforced by way of proprietary estoppel or a claim based on constructive trust, then it would be very easy to bypass Section 2 and this cannot have been the intention.

The Court accepted there was still uncertainty as to the exception to Section 2 based upon proprietary estoppel or constructive trust claims but it would appear that such claims will only succeed where a party has taken steps (such as obtaining planning permission for the property or carrying out works to it) in reliance upon a representation that it will be granted an interest in the property in return for taking such a step and that they cannot be relied on to try to enforce an oral agreement that a party says has actually been concluded for it to acquire the property.
Interestingly, the Court held that the Second Defendant, who was the only director of the First Defendant, was personally liable for any damage suffered by the Claimant as a result of the Notices being registered.  He was the guiding force behind the First Defendant and was liable in tort for damages pursuant to Section 77(2) of the Land Registration Act 2002 which provides that any party who registers a Notice without reasonable cause will be liable in damages to the owner. 
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