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In the Supreme Court
of Newfoundland.

Between \ewfonndland Banking &
Trust Corporation, Limited, Plaintiff
and The Reid Newfoundland €om-
pany, Ltd., Mines & Forests (New-
foundland) Limited and Newfound-
land Power & Paper Company, kim-
Ited, Defendant.

(Continued.)

The arrangements embodied in
tfhese exchanges of letters were the
result of discussions that had pre-
viously taken place between the par-
ties to them. Early in Feb,, 1921, Mr.
Reid awl Messrs. Greenwood, Thom-
son an@ MacDonald had discussed the

tervices they had rendered. to the

¥Bid Co., and they asked him for an
Hdltmna] commission of 10 per cent.
m-t of the proceeds of the Humber
Déal ‘which he agreed to give them,
together with a contribution towards
their expenses. He thought this was
no more than was ordinarily paid for
similar work, and that it was no more
than he had- agreed to pay Mr. Thom-
son in 1919 before the Trust was form-
ed. On the 8th of February, 1921, Mr.
H. D. Reld wrote his brother, Mr.
R. G. Reid, saying “I have had several
talks with Messrs. Greenwood and
MacDonald, (Thomson was not then
in Loondon) in regard to the fees or
payments they get out of the differ-
ent deals that are put through by the
Trust. We decided in the end that
we could make a separate arrange-
ment for each transaction.
have asked for ten per cent. of all we
get out o7 the Humber Deal, which I
agreed to give them. They have been
working mow for 1 1-2 years and, of
course, have not made much money,
and I thirk that the amount of work
they put in on this one proposition
entitles them to a liberal amount.
After that, ‘we might cut them down,
when 1 find out exactly what other

people:in Londen would charge'lorI

the sams sort of work, At the same
time, 1 suppose you recognize as much

as I de the importance of having our

own Trust Campany dealing with our
own affairs arnd giving us their whole
attention and I really believe that we

VMoun.Gmnwood,,ud :
and left with Mr. Reld.whoeubm!l@i )

it to Mr. Ptttenon of the firm of: Pat-
‘terson. & - Ross, Glasgow, Solicitors.

‘{pstructions, .an agreement , setting
out the te of ptymenh of the ad-
ditional commission . of 10 per cent.
and the wntributlon tobe made to-
wards expenm Thlu dratt was
shown ' to - Mador MacDonnld bx Mr.
| Heofd- and accepted by him ‘on” behalt
ot his’ assochtes Mr. Reid then sent
it to his'brother, Mr. R. G Reid, in St.
Jol,n s, under cogver of. a letter, in
‘which ‘he says: "Enclosed you will
find an . agreement I have made with
the Trust. You can show: it to Con-
roy and then have it filled away. 1 had
Jim Patterson  from. Glasgow down
here and he drafted this letter.”

The agreement was in the form of
a letter from . Reid ' to Messrs.
Greenwood, Thomson and MacDonald,
dated 21st Feb., 1921. When Mr. R. G.
Reid received the letter, he placed it
| with some papers on Mr. Conroy’s
desk, but Mr. Conroy, in his evidence,

Mr. Patterson drafted, on Mr. Reid's t -

says he did not see .it, that it must
have become mixed up with other pa-
pers and been filed away with them
unobserved. Nothing further - was
{ heard of or done in connection with
| the draft or the agreement it contain- |
ed until the Gth April, after the agree-
ment with Mr. Blakstad had been sign-
ed, when Mr. E. M. MacDonald, K.C.,

They :

of the Canadian Bar, who was then
in London to advise Mr. Reid in con-
lnection with the Blakstad agreement,
‘without any previous reference by
them to the matter, told Messrs. Mac-
Donald, Greenwood and Thomson to
see Mr. Reid as he wished to read the
draft agreement for the personal com-
mission which he had prepared on
Mr. Reid’s instructions. Mr. Reid
read the letter to them and then sign-
ed it. It was addressed to them joint-
ly.  Major MacDonald, after Mr. Reid
|had left the office the same day, ask-
‘ed Mr. E. M. MacDonald for a signed
copy of the lctter for each of them.
This Mr. MacDonald promised to do.
I think the weight of evidence is that
just before dinner at the Carlton Ho-
tel, Mr. Reid signed the two other
copies. It is, I think, important to
note in view of the attitude taken
later on by the Directors of the’ Reid
Co., that in February, when this mat-
!ter first came up, Mr. Reld thought
“the services rendered and to be ren-
"dered by Messrs, Greenwood, Thom-
son and MacDonald, justified the pay-
ment to them of this extra commis-
sion, that he had then the advice of
Mr. Patterson, his- solicitor,. who
"drafted the letter of Feb. 21st,-that on
’A;)ril 5th the final letter was drafted
/by Mr. E. M. MacDonald. Mr, Reid’s
{legal adviser, on Mr. Reid’s instfuc-
tions, without any previous sugges-
tion from Mr. Greenwood, Mr. Thom-
son or Major MacDonald. I have con-
sidered this matter entirely as it af-
fects the relations between the Reid
Co.*and these gentlemen and not at
,all as it concerns their relations with
!the Trust, of which they were Dir-
ectors.

,' As regards the agreement between
Mr. ‘Blakstad and Messrs. Thomson,
'Greenwond and MacDonald, as to the
$500,000 shares of the Products Co.,
the matter was discussed by Mr. Blak-
stad with them some ten days or a
fortnight before the documents were
sxgned the evidence leaves it in doubt
whether this subject was brought up
"first by Mr. Blakstad or by the Trust,
but. I think of the whole evidence, that
it was first mentioned by  Messrs.
Greenwood and. MacDonald, As a re-
sult of their discussions, it was de-
cided to make a bargain by which
Messrs. Greenwood, Thomson and

| ment with Mr.

MacDona}d would give Mr. Blakstad

‘{been connected with them and that

lute satizfaction or. money re
e Pivaw Ma -t

one-third of what they would receive
under the personal commission agree-’
Reid as al_-ranged in
previots February, and that in re-
turn he would give them $1,500,000
shares in the Products Co. to be equal-
ly divided between them. I think
both parties to this hargain were sat-
isfied with it. I also think Major Mac-
Donald ,at some previous time to the
5th ~ April, informed both Mr. Reid
and Mr. E. M. MacDonald, K.C., of the
arrangement they had made with Mr.
Blakstad, and were told by them that
they saw no objections to it. Nothing
was done in the matter until the agree-
ment of Aprii 5th in regard to the
Humber and the personal commis-

_ umd
‘| and to show good tjtle to the land in-

cluded in: the scheme. These mttqrq
had to be attended to in  Newfound-
land.

On srrivlng at New York, Mr. Blak-
atad and Mr. Greenwood, at the r2-
quest of Mr. Reid, went to Montreal
to-explain to the Bank of Montréal the
bargain they had made for the de:
velopiient of the Reid Co.'s properties
on the Humber and to obtain its ap-
proval and assistance, if necessary in
their efforts to secure the Govern-
ment guarantee. They went to Mon-’
treal and saw the Bank officials there
and later rejoined Mr. Reid at North
Sydney and accompanied him to St.
John,—arriving here on or about the
19th April, 1921. Mr. Blakstad failed
to obtain the Government guarantee
for the issue of 5,000,000 debentures;
the Govermnexgt thought the’ amount
too la.rge put it was willing to recom-
meénd to the Legislature a proposal.to
guarantee the interest on gn issue of
$12,500,000 to be used for construc-
tion work only and the terms "of an
agreement to that effect were arrang-
ed between him and the Government.
On the 25th of April, Mr. Blakstad fu-
formed Mr. Conroy of the attitude of
the Government in regard to the
guarantee and on the 28th or 29th he
sent Mr. Canroy, through Mr. Green-
wood, a memorandum of suggestions
for the amendment of the agreement
made in London on April 5th. On May
2nd, Mr. Blakstad and Mr. Greenwood
met the Directors of the Reid Co..to
discuss Mr. Blakstad's suggestion on
an amended agreement. As Mr. Green-
wood was goihg into the meeting, Mr.

sion agreecment had been signed, All
these demands were signed on that |
day, because Mr. Reid and Mr. Blak-
stad were to leave London next day
for Newfoundland, and all concerned
wished to finalize matters so far as
they could in' connection with the
Humber Deali Two .of the letters
were drafted by Mr. Parker, the Sol-
icitor of thé Trust; one to be signed
by Mr. Greenwood, and his associates
enclosing copies of these letters ex-
changed with Mr. Blakstad and ask-
ing« Mr. Reid to acknqvﬂedg’e their
réceipt, (he other to he signed by Mr.
Reid, acknowledging the receipt of
the first and expressing his concur-
rence in the receipt by Messrs. Thom-
son, MacDonald and Greenwood, of
$500,000 shares from Mr. Blakstad.
Mr. Greenwood and the others signed
the first and Major  MacDonald
brought it, with the draft of the let-
ter for Mr. Reid to sign, to Mr. Reid
and gave it to him in the presence of
Mr. E. M. MacDonald, his solicitor,
and asked him to sign it. He did so,
and later in the afternoon it was re-
turned to thera by Mr. E. M. MacDon-
ald.

I do not think that a man of Mr.
Reid’s experience having, as he had,
a knowledge of the circumstances, and
being, as he was, advised by an ex-
perienced lawyer like Mr. E. M. Mac-
Donald, K.C., failed to understand and
appreciate the nature and the effect
of both these transactions, namely,
the personal commission agreement
and the bargain with Mr. Blakstad,
under which they were to receive the
$590,000 shares each, and I think he
accepted them and completed them
with his eyes fully open. I think he
recognized that these gentlemen had
rendered iong and valpied services io
the Trust and to the Reid Co., and its
interests, during the time they had
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Conroy handed him a lefter saying:—

“To . prevent any miseconception, I
“~ve bheen requested by the Board of
~'woctors to say that as in conse-
anence of Mr. Blakstad’s inability to
secure the guarantee by the Govern-
ment of $25,000,000 interest and sink-
ing fund, all “agreements * with Mr.
Blakstad are términated. The same
will apply to all agreements with the
Newfoundland Banking & Trust Cor-
poration, Ltd., with regard " to the
Humber Valley proposition.

“Should a new agreement be:ggy
tered” into “with Mr. Blakstad,“a’" néw
arrangement with regard to any com-
mission payable to the Trust will
have to be arrived at.

“I am also to say that even if the
original agreement with Mr. Blaksgad
had been carried out, the Board would
have felt themselves unable to ratify
the agreement entered into hy Mr. H.
D. Reid with yourself and Messrs.
Thomson and MacDonald of April 5,
1921 :

Mr. Conroy had with him at the
meeting schedules showing the lands
proposed to be scheduled to the Blak-
stad agreement, and at Mr. Blakstad's
request,” the quantity of timber upon
it was worked out at the meeting. It
was finally agreed that the Reid Co.
would submit to Mr. Blakstad an offer
based on a reduced acreage. Next day
Mr. Conroy wrote M?. Blakstad giving
the conditions of a modified agree-
ment, which it was thought. would
meet the requirements of the Govern-
ment as to the guarantee. Mr. Blak-
stad did not reply to this letter. He
left St. John’s on May 5th intending
to return to England accompanied by
Mr. Greenwood. . Before he left, Mr.
Greenwood replied,to Mr. Conroy's
letter of May 2nd, saying he had no
authority to vary any agreements ex-
isting between the Reid Co. and the
Trust. Mr. Blakstad and Mr. Green-
wood went to Montreal in accordance
with a promise they had given to the
Bank Manager to return and inform

the Bank of how the‘ negotiations in

St. John'’s had turned out. He informed
the Bank of the faflure of the nego-
tiations with the Reid Company. I do
not think either Mr. Blakstad or Mr.
Greenwood did, or imtended to move
the Bank to put pressure on the Reid
Co. to enter into an agreement Wwith
Mr. Blakstad, on”the conmtrary, I con-
gider that the efforts made during this
visit of Mr. Blmud to bring the
parties together again were made by
the Bank Officials and by Mr. E. M.
MacDonald who had been advising Mr.
Reid in London.  Mr. Blakstad con-
sented somewhat reluctantly to the
proposals that were forwarded by the
Bank to St. .Tohn 8, but' which the
Reid Co. mnm-ccopt 0

‘I think that there ds. no’donbt that
the failure ‘of th Londo: ureeilaut

ter. Mr. Reid kpew me
tiations in Londonm, the

Whitworth Cb. and financial firms in

carry out this part of the agreemient.

After the failure 'to secure a Govern-

mént guarantée, an undefined’ atmos-
phere of unfriendliness ~surrounded
the relations between Mr. Greenwood
and the Directors of the
Some of the
their dissatisfaction with. the agree-
ment of April 5th' and with the under-
taking given by Mr.”H. D. Reid to pay
a personal commission to the Direc-
tors of the Trust in conséequenca
aid not maintain that friendly touch
with him that “had characterized all
their previous relations with the Di-
rectors of the Trust. It is possible that
a little frankness on both sides might
Have restored confidence between the

been negotiating ‘with the Armstrong |

the city of London with a view to se- |
.cuPing the money for Mr. Blakstad to |

Reid Co.
Directors expressed !

was sent, the Trust evidently did not
uo: of the offer made to Mr. Bla.k--

vaereo deals. Muumwmw

ucted by Reid Nfid, Co. in the fu-
tnte The two matters mentioned in’
this telegram ndmely " the Humber

ot ’ﬁﬁﬁ*"ﬁiﬂf% . &"““'

c&ble wag

thultyfd thn M
-Mr. Greefiwood :returned to g:.
John's about thoum.hen Mr. Waite.
left. He then had-a: conversation wit)
Hr. Conroy: on July 4th, in regard .,
(Continued -on page 11.)

parties, particularly before thé letter

agreement with the Trust as regardu
its' commission on the Humber was
delivered.
that nothing was done in connection

H. D. Reid, the President of the Reid
Co., who had apparently full authoricy
to act in all matters for the Coqmpany,
after having the advantage of 1legal
advice both in February and in April
and that up to the receipt of the letter
of May 2nd to Mr. Conroy neither Mr.
Greenwood or any of his. associates
in London knew of the dissatisfaction
of any of the Directors of * the Reid
Company. It must also be remembered
that in February, 1921, the Trust knew
that the personal Commission agree-
ment drafted by Mr. Patterson on the
instruction of Mr. Reid, was sent to
Mr. R. G. Reid in St. John’s and that
it was only through an oversight that
Mr. Conroy did not then learn of its |
existence, I think Mr. Greenwood act-
ed unwisely during his visit, but the
Trust and its other Directors in Lon-

satisfaction with Mr. Greenwood's

conduct.
Shortly after Mr. Blakstad left St.

came to St. John’s to report upon the
engineering side of the Humber pro-
posal for the purpose of the proposed
contract for the construction of the
works contemplated by the Blakstad
agreement. He expected to meet Mr,
Blakstad in Newfoundland, but: Mr.
Blakstad had left before he arrived.
Mr. Waite visited the Humber -on his
way to St. John’s and -expressed to
Mr. Reid and Mr. Conroy his approval
of it for the purposes intended. Mr.
Conroy in his evidence says, “He had
come -here in connection with the
Blakstad agreement and when he got
here he discovered that Mr. Blakstad
was away and there did not seem to
be much prospect of Mr. Blakstad’'s
accepting our offer of our coming to
terms with him,’so we asked Rhim - (Mr.
Waite) if his principals, the Arm-
strong Whitworth Company, would be
interested in going into the schems
and that was when he explained that
he was not a member of the firm and
he had no authority to speak for
them, but he said that when he got
back to England, he. would tell his
principals frankly what he thought
about it and recommend the proposi-
tion as a sound engineering and econ-
omical proposition and he went away
from here about the 5th of June.” On
the 3rd of June, while Mr. Waité was
here, the Reid Company cabled the
Trust saying, “Humber area, for the
information of all , concerned. - Blak-
stad offer has expired, negotiations at
an end, we are negotiating elsewhere.”
The offer madé to Mr. 'Blakstad in Mr.
Conroy’s letter of May 3rd expired on
the 3rd of June. I infer that the latter
part of this cable refers to the discus-
sions then being held with Mr. Waite.
Mr. Conroy says that he was hoping
at that time,” that the Armstrong
Whitworth Company would step into
Mr. Blakstad’s shoes subjeet to. some
modifications but on the same lines.

“

of ‘May 2nd, purporting-to camcel the !
It must be remembered !

with the personal commission with-;
out the consent and approval of Mr. |

don did not know of this and the Reid :
Co. did not inform them of their dis- ’

John’s, Mr. H. S. Waite, a civil’engi- !
neer sent out by the Armstrong Co..‘
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See US before purcha%n\g an ENGINE and get our attractive
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known throughout Newfoundland as £
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A. E. HICKMAN (0., Ltd.
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