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No Matter How You Do It, Fraud is Fraud:
Another Look at Black Hills Mining Scandals

DAVID A. WOLFF

Mining history teems with stories of great riches and bonanza kings.
In the mineral fields of California, Nevada, Colorado, and the Black
Hills, the lucky became wealthy. Among the luckiest were George
Hearst, James Ben Ali Haggin, and Lloyd Tevis, who developed the
mighty Homestake in Lead and other mines throughout the West.
Most prospectors, however, made little or no money. They dug in the
dirt and found dirt. Between these successful and unsuccessful mining entrepreneurs existed a group of people who found nothing but
nevertheless tried to make something of it by enticing the unwary,
foolish, or greedy into some type of scheme, scam, or fraud,^
Mining and fraud have long been synonymous. Beginning with the
discovery of gold in California in 1848, unscrupulous men promising
great fortunes have tried to separate the unwise from their money.
Mark Twain is generally credited with observing that a mine was a
"hole in the ground owned by a liar." One mining engineer later expanded on Twain's notion to say that a mine was a "hole in the ground
sold by a lying promoter to a stupid investor. "^ The situation did not
change much as the western mining frontier matured. By the time the
1. For information on the bonanza kings, see Richard H, Peterson, The Bonanza Kings: The
Social Origins and Business Behavior of Western Mining Entrepreneurs, 1870-1900 (Lincoln:
University of Nebraska Press, 1971), and Bonanza Rich: Lifestyles ofthe V/estem Mining Entrepreneurs (Moscow: University of Idaho Press, 199:), For Hearst, Haggin, and Tevis, see Mildred Fielder, The Treasure of Homestake Gold (Aberdeen, S,Dak: North Plains Press, 1970).
2, Joseph E, King, A Mine to Make a Mine: Einandng the Colorado Mining ¡ndustry, 1S59J902 (College Station: Texas A&M Press, 1977}. p. 48.
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Black Hills gold rush began in 1876, promoters employed many
methods to separate men from their money. Investors in the Greenwood Mining Company, Harney Peak Tin Company, Deadwood Reduction Works, and Horseshoe Mining Company all fell victim to one
shady practice or another, from salting to exaggeration to outright
fraud.3 Each of these affairs created varying degrees of scandal at the
time and material for historians who came later. In every case investors lost money, but in some instances, the loss was mitigated somewhat by the fact that the initial investment helped lay the groundwork
for new developments.
The Creenwood Mine scandal of the late 1880s stands out as the region's most famous mining scam. Newspaper reporters covered the
story with diligence, and several historians have discussed the affair,
including Richard B. Hughes, who called it "one of the largest mining
swindles perpetrated in the history of the Hills. "4 No other Black Hills
mining scheme has garnered so much attention through the years,
but, in fact, when compared with other scams, the Greenwood fiasco
involved fairly routine techniques and results. It centered around a
small group of mining claims located along Box Elder Creek, a few
miles northwest of Nemo, where developers built one large mill and
the primary investor lost at least one hundred thousand dollars.5 From
beginning to end, the affair took about two years to unfold.
Bob Flormann generally receives credit or blame for initiating the
Greenwood debacle. In fact, a number of sources vilify him, not only
for the Greenwood scam but for other marginal dealings, as well. Flormann seems to have been a rather ordinary prospector who entertained dreams of grandeur. He came to the Black Hills from Silver
3. A number of colorful stories about salting techniques can be found in Richard B.
Hughes, Pioneer Years in the Black Hills, ed. Agnes Wright Spring (Glendale, Calif.: Arthur
H. Clark Co.. 1957). pp. 287-99, and Watson Parker. Gold in the Black Hilts (Norman; University of Oklahoma Press, 1966), p, 187. For more information on mines and mills in the
Black Hilis, see Richmond L. Clow, Chasingthe Glitter: Black Hills Milling, 1^74-1959 (Pierre:
South Dakota State Historical Society Press, 2002).
4. Hughes. Pioneer Years, p. 293.
5. Newspaper accounts reported a loss of up to three hundred thousand dollars, but the
one-hundred-thousand-dollar figure seems to be the most consistent. Black Hills Daily
Times. 10 Feb., 15 Mar. 1885.
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City, New Mexico, in 1876, moving from Hill City to Deadwood and
eventually acquiring a mine at Galena. While he made money, real
wealth eluded him, and he continued to prospect. In early 1882, Flormann began acquiring claims along Box Elder Creek.^ By year's end,
he had gained enough mining ground to start promoting his property,
and his reports generated some excitement. One Black Hills Journal story announced the presence of "bodies of ore greater than the
Homestake in extent and fully equal in value" on Flormann's claims.7
Mine promoters like Flormann found such exaggerated publicity to
be essential to attracting investors. The comparison to the richest
mine in the Black Hills caught the attention ofthe Rapid City Joumal
editors, who highlighted the story. Newspapers in Chicago also picked
up on it, calling Flormann's discovery "one ofthe greatest ofthe age."^
People in the Black Hills, Richard Hughes reports, hoped that "at last
a second Homestake had been found."9
Flormann, however, knew he could not sell a mine on unsubstantiated reports of wealth. Thus, his next step was to have his claims inspected by an outside expert. A positive report of gold from a source
purported to be unbiased would bring a sense of legitimacy that a
mining promoter could never provide. Flormann's expert was the
"eminent professor" Joseph Taylor, a "senior member of Taylor &
Sons, the famous London Mining experts" and "one ofthe ablest mineralogists in the world." Taylor had come to the Black Hills in 1883 to
investigate mining properties for investors.'°
By the end ofthe year, Flormann and Taylor were working together
as business partners to promote the Greenwood Mine. Promising that
he could find a buyer and would share the proceeds, Taylor traveled to
Chicago. There, he managed to interest a real-estate developer and

6. Black Hills Daily Times. lo Apr, 1877,19 Aug. 1878; Parker. Go/d in the Black Hills, p. 80;
Garrie L, Tuffbrd, "The Greenwood Gold Mining & Milling Co. and Its Railroad," Light Iron
Digest 1 (Oct./Nov, 1999): 8-13.
7. Black Hills Journal. 29 Dec. 1882,
8. Quoted in Peter Rosen, Pa-Ha-Sa-Pah; or, the Black Hills of South Dakota |St, Louis:
Nixon-Jones Printing Co,, 1895), p, 436,
9. Hughes, Pioneer Years, p. 298.
10. Black Hills Daily Times, 7 Mar. 1883,
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capitalist, Mathew Laflin, in the Greenwood property. To convince
Laflin of his own integrity and the worth of the mine, Taylor promised
to invest fifty thousand dollars of his own money if Laflin would put
up one hundred thousand dollars."
Laflin was well aware of the possibility of being swindled and sent
his own man to investigate the mine and gather ore samples. At this
point, either Flormann or Taylor took steps to ensure that Laflin
would find the property worthy of investment. When Laflin's researcher reportedly stooped to drink from a spring, one of the escorts
switched his bags of ore with parcels containing richer samples. Laflin
naturally saw promising returns when he assayed the phony specimens. This showing, along with Taylor's promises, convinced him to
pay one hundred thousand dollars for the claims and incorporate the
Greenwood Gold Mining & MiUing Company. Capitalizing the company for $5 million, Laftin drew in a few other small investors and
promptly began improving the property, with Taylor as the general
manager and Flormann as superintendent.^^
By December 1884, the company had constructed a 120-stamp mill
and developed an open-pit mine. With all signs pointing to success,
company officials marked the start of operations with a celebration for
more than one hundred guests. Reality soon hit, however. In January
1885, after three thousand tons of ore had been processed, the first
cleanup of the mill yielded only five dollars in gold. This sparse return
sent shock waves through the Black Hills. The mill shut down, and
the swindle became apparent. Laflin had the property reevaluated and
found the ground to be worthless.^'
As the news came out, the dimensions of the scam became apparent. Taylor and Flormann were indeed the instigators; Taylor had not
contributed to the enterprise as promised; and the two coconspirators
11. Joel K. Waterland, The Mines Around ^ Beyond (N,p.: By the Author, 1991). pp. 201-2.
12. Ibid., p. 202; Irma H. Klock, yesteriííiy's Gold Camps and Mines in the Northern Black
Hills (Lead. S.Dak.: By the Author, 1975), p. 85; Black Hills Daily Times, 29 May 1885;
Hughes, Pioneer Years, p. 294; Carl H, Leedy, Golden Days in the Black Hills (Rapid City,
S.Dak.: By the Author, 1961), p. 47.
13. Hughes. Pioneer Years, pp. 295-96; Waterland, Mines Around if Beyond, pp. 202-3;
Black Hills Daily Times. 3 Dec. 1884.
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This view of a stamp mill disassembled for cleaning shows the
mortars that crushed the gold ore.

had essentially split Laflin's money in what was a fairly ordinary swindle. While one hundred thousand dollars was a large sum to lose, the
amount was not extraordinary in comparison with other Black Hills
mining frauds. The long-lived notoriety of the Greenwood affair is due
to three other factors: first, the public squabble that went on among
the participants; second, the participants' stature; and, third, the timing of the scam.H
Having promoted the value of the Greenwood property, the local
newspapers naturally jumped on the news of its failure, and Flormann, Taylor, and Laflin gave reporters plenty to write about. Soon after the fraud became apparent, the partnership between Flormann
14. Klock, Yesterday's Gold Camps, p. 85.
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and Taylor broke down into a fight for control of the mine plant. At
one point, Flormann had all furniture and records removed from the
mine buildings, and Taylor responded by having Flormann's helpers
arrested for robbery. Each man tried to direct blame for the scheme
onto the other. Laflin soon weighed in, as well, hitting Taylor with a
civil suit to recover his losses. During the trial, Flormann further accused Taylor of fraud. Although most observers considered Taylor
guilty, the judge ruled that Laflin had bought the land based on the
recommendations of his representative and not Taylor's. The judge
dismissed the case. Press coverage, however, had been long and detailed, allowing everyone in the area to follow the Greenwood affair.'s
The second factor that lent long-lasting fame to the Greenwood
scandal was the character of Flormann and Taylor. As a Black Hills pioneer, Flormann was a well-known personality whose activities were
periodically praised in the Black Hills Daily Times. In fact, before the
scandal broke, the newspaper had stated that the Black Hills did not
contain a "truer, better friend, or greater rustler.""^ Even as the truth
about Flormann's scheme emerged, the Times reprinted a story from
the Pierre Press that spoke highly of his activities. Other parties, however, were not as certain of Flormann's virtue. Some believed he had
had misdealings in Galena, and, as Laflin's court case proved, he was
an active participant in the Greenwood fraud. The Black Hills Daily
Times, however, ultimately forgave Flormann because, as it noted, he
made "no pretensions to being scrupulously honest."'7
Flormann remained active and well knovm in the area after the
Greenwood affair. Using the proceeds from the scam, he built a threestory brick building in Rapid City that Richard Hughes later called a
"reminder of the incident."'* In addition, Flormann became involved
in another mining scandal at Big Bend near Rapid City. Such actions
caused Flormann's reputation as the "most notorious swindler in the
business" to grow and helped the Greenwood story to endure.'9
15. Black Hills Daily Times, 25, 27, 28, Jan.. lo. 11 Feb., 7 Mar, g Apr. 1885.
16. Ibid., 4 Sept. 1884.
17. Ibid., 21 Jan., 5 Apr.. 7 Apr. (quotation) 1885.
18. Hughes, Pioneer Years, p. 297; Black Hills Daily Times. 21 Jan. 1885.
19. Leedy, Golden Days, p. 7.
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Joseph Taylor also made a lasting impression on the people of the
Black Hills. Upon arriving in 1883, he had proclaimed himself to be
not only a mining expert but also an "evangelist" devoted to God.
Deadwood residents called this representation into question even before the scandal broke. Taylor worked his employees on Sundays, an
action even the good folks of Deadwood found suspect. As the scandal
and court case developed, it became apparent that Taylor had used
"the cloak of religion" to perpetrate his "nefarious schemes. "^° In contrast to Flormann, who made no claim to honesty, Taylor, who claimed
to be a "'holy example,' largely devoted to the cause of both God and
man," was clearly the more disreputable. Moreover, during the trial,
Taylor admitted that he had no affiliation with the London firm of J. S.
Taylor & Sons. His name had just proved convenient. The people of
the Black Hills felt soundly duped by this unscrupulous man.^^
The third factor that made the Greenwood affair resonate in the
memories of Black Hills residents was its timing. People of the region
wanted and needed another great gold find. By 1883, the excitement of
the gold rush had subsided, and the only significant mining was occurring in the Homestake belt. Beyond Lead, prosperity was rare, and
Deadwood was losing populatíon. The news that a second Homestake
had been discovered had seemed like an answer to prayers, making
the treachery of the fraud all the more sinister.^^
While the notoriety of the Greenwood scheme led many to believe it
to be the Black Hills's largest mining scandal, that dubious honor actually belongs to the Harney Peak Tin Company. In terms of dollars,
property, and time, the Harney Peak affair far surpassed the Greenwood debacle. Harney Peak Tin Gompany investors lost perhaps as
much as $3 million, far more than the one hundred thousand dollars
Greenwood took. Rather than involving just a few claims, the Harney
Peak holdings encompassed nearly all of the land surrounding the
company's namesake. Further, while the Harney Peak venture began

20. Black Hills Daily Times, n Jan., ii Feb., 4 Apr. (quotation) 1885.
21. Ibid., 15 Mar., 7 Apr. (quotation) 1885.
22. Watson Parker, Deadwood: The Golden Years (Lincoln: University of Nebraska Press,
1981), pp. 2^8-29; Black Hills Journal, 29 Dec. 1882; Hughes, Pioneer Years, p. 294.
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Deadwood, the hub ofthe 1876 gold rush, needed an economic boost by the time
this photograph was taken in the mid-i88os.

in 1883, the same year as the Greenwood folly, it went on for more
than a decade,^Î
Black Hills historians mention this company much less frequently,
and more sympathetically, than they do the Greenwood. In fact, local
histories make this venture sound practically legitimate, in stark con23, "The Harney Peak Tin Mining Company," Engineering and Mining Joumal 57 (30 June
1894): 604; "The Hamey Peak Tin Mines," ibid. 58 (17 Nov. 1894): 463,
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trast to the furor it set off in the national and international mining
press at the time. Magazines such as the Engineering and Mining Journal gave the enterprise and subsequent scandal full coverage, with the
tenor of their stories changing over the months. Initially excited about
the prospect of paying quantities of tin within the United States, editors and reporters went on the attack when they came to suspect
fraud.^4 After the enterprise failed, the editor of the Engineering and
Mining Journal looked back in disgust and concluded that "the mines
were from the beginning worked, not for the purpose of extracting tin,
but of obtaining cash from the unfortunate stockholders. "^5
The deception worked at the Harney Peak tin mines was targeted at
different audiences through the years, beginning at the local level, rising to national attention, and finally garnering international exposure.
It began in 1883, when A. J, Simmons of Rapid City sent a sample of
ore from the Etta Mine near present-day Keystone to an outside expert
for "determination."^'^ William Blake, a respected mining man, performed the analysis, reporting values of over 75 percent metallic tin.
At this point, the intentions of the operatives seem legitimate, but the
news set in motion a whirl of activity that would soon engulf the mine
in fraud.^7
The announcement of tin in the United States, which heretofore
had no paying tin deposits, caught the notice of many. The country relied heavily on British tin, which accounted in 1883 for imports of up
to $24 million. The Engineering and Mining Journal and other science
publications reflected the Americans' excitement by giving Blake's report multi-column, multi-issue coverage. Similar reports circulated of
mining engineers and capitalists visiting the Harney Peak country,
and rumors insisted that "these mines will certainly rule the tin markets of the
24. "Tin in the Black Hills," ibid. 38 {29 Nov. 1884): 558.
25. "The Harney Peak Tin Mining Company," ibid. 57 (jo June 1S94): 602.
26. "The Discovery of Tin-Stone in the Black Hills of Dakota," ibid. 36 (8 Sept. 1883): 145.
27. William Turrentine Jackson. "Dakota Tin; British Investors at Harney Peak,
1880-1900," Nortii Dakota History î (Winter 1966): 26-27.
28. "The Discovery of Tin-Stone in the Black Hills of Dakota." Engineering and Mining
Journal 36 (8 Sept. 1883): 145, (15 Sept 1883): 163; "The Production and Discovery of Tin
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By June 1884, Simmons had sold his interest in the Etta Mine to the
American Tin Mining Company of New York for what the Black Hills
Daily Times called a "handsome consideration."^9 In reahty, the mine
had little value. Whether Simmons knowingly sold a worthless piece
of ground is unclear. He was a Black Hills pioneer with an impeccable
reputation, and the surface ore did indeed contain quantities of what
was known as "stream tin." Nevertheless, the new owners organized
the Harney Peak Tin Mining, Milling, and Manufacturing Company
of New York and promptly promised to develop the Etta Mine, erect
a two-hundred-ton concentrating mill, and buy additional claims.
The Black Hills Daily Times reported that promising claims would be
snatched up quickly and that "high class ore" had been found in the
Etta Mine.30
As the New York developers sought more property, publicity surrounding the Etta Mine increased. Exaggerated reports came from the
field, apparently at the company's behest, claiming abundant deposits
and guaranteeing profits. Other investigators, however, implored caution. One stated that upon inspection he found only a "faint indication
of tin."3' Meanwhile, the promoters sold stock. The exact financial details remain hidden, but one critic later claimed the company had issued $10 million in stock by July 1884, with only a small amount of
the proceeds going to improve the mining property. He accused the
New York operators of diverting the stock sale to their own profit.'^
Despite claims by spokesmen for Harney Peak Tin that the company had been buying every possible tin location, by the end of 1885,
no tin had been produced. In fact, after a year and a half of ownership,
the company had not even built a processing plant. When questioned,

Ores and Tin," ibid. 36 (29 Sept. 1883): 200-201; "Dakota," ibid. 36 (10 Nov. 1883): 300
(quotation).
29. Black Hills Daily Times. 11 June 1884.
30. Ibid,, 22 June, 6 |uly. 9, 17 Aug. (quotation) 1884; [ackson, "Dakota Tin," p. 28. The
company was known by a number of different names. To avoid confusion. "Harney Peak Tin
Company" will be used here.
31. "Note on Tantalite and Other Minerals Accompanying the Tin Ore in the Black Hills,"
Engineering and Miningjoumal 36 {25 Oct. 1884): 285.
32. "The Hamey Peak Tin Mining Company," ibid. 57 (30 June 1894): 604.

Copyright © 2003 by the South Dakota State Historical Society. All Rights Reserved.

SUMMER 2003

Fraud is Fraud

ioi

The Harney Peak Tin Company built its Etta tin-concentrating mill near the mine
at Keystone.

local supporters requested patience, rationalizing that proceeding
with caution was needed to avoid any more "Greenwood failures."
They promised that a mill would soon be built.33
In early 1886, the company did build a mill at the Etta Mine, and
operations began. From March to May, the mill operated only sporadically, however, treating four hundred tons of ore that yielded just
seven tons of tin oxide, showing less than 2 percent of tin in the ore.
As historian W. Turrentine Jackson wrote, "In view of the exaggerated
reports that had been published and the expense of two years' development work, this was a fiasco."w
Most observers did not want to believe that the mill's failure meant a
lack of tin in the Black Hills. Some argued that the mines had just been
33. Black Hills Daily Times. 31 Jan., 22 Feb., 24 July (quotation) 1885.
34. "Dakota," Engineering and Mining Joumal 41 (20 Mar. 1886): 217. (i May 1886): 325.
(29 May 1886): 386; Jackson, "Dakota Tin,' p. 30.
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explored and not properly developed. The editor of the Engineering and
Mining Joumal hypothesized that stopping mill operations was a trick,
"resorted to with the view of depreciating property in the Black Hills,
and thus allowing the Harney's Peak Company to get control of it at
low prices."35 In response to questions about the legitimacy of the company, a spokesman publicly denounced "reports, rumors and predictions made through ignorance and arising from misinformation."î^
While its proponents counseled investors to have patience, the company moved to improve its position on two fronts. First, the promoters
decided to expand their holdings yet again, buying several more mining claims in the Harney Peak area. The company did not explain this
action, but the Engineering and Mining Journal speculated that it was
doing so because the Etta Mine did not produce "either the expected
quantity or quality of ore" desired. These new investments caused the
magazine's editor to become decidedly more cautious toward the enterprise. He began to question whether the company had already expended more money than the property deserved.37
Second, the promoters wanted to find new investors, and in May
1887 they organized a London-based company known as the Harney
Peak Consolidated Tin Company, Ltd., which was to take over the
holdings of the New York corporation. Hopeful that this reorganization would bring new money and new credibility to the operations, the
New York men asked important British financiers to join the board of
directors and capitalized the company at $10 million. These actions
brought an outcry from the Engineering and Mining Joumal, whose
lead story for the 4 June 1887 issue declared, "The idea of there being
any tin property there worth $10,000,000, or any thing like that sum,
is simply absurd."'^
The clamor from the Joumal and other industry magazines apparently caused the promoters to reconsider their actions. In July, the En35. "Dakota," Engineering and Mining Joumal 41 (22 May 1886): 378; ibid. 42 (14 Aug.
1886): 109; "The Tin Mines of Dakota," ibid. 42 (6 Nov. 1886): 325 (quotation).
36. Black Hills Daily Times, 21 May 1886.
37. "Dakota." Engineering and Mining Joumal 42 (3 July 1886): n, (10 July 1886): 29; "The
Tin Mines of Dakota," ibid. 42 (6 Nov. 1886): 325 (quotation).
38. Jackson, "Dakota Tin," p. 31; Engineering and Mining Joumal 4^ (4 June 1887): 397.
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gineering and Mining Joumal reported that the reorganization had
been withdrawn, and it gave credit to the London Financial News for
"bursting this bubble."î9 The suspension of the plans, however, did
not quiet the talk about Dakota tin. New rumors began flying in September 1887 when the Joumal reported that some of the recently appointed London directors needed the project revived. Apparently, they
had invested heavily in the enterprise and wanted to unload their
shares on the public. By February of the next year, fresh reports were
coming from the Harney Peak mines lauding the good-quality ore,
and the idea of an "English syndicate" properly developing the mines
remained in the news.40
In April i88g, the rumors ended. After more than two years of delay, the reorganized Harney Peak Consolidated Tin Company, Ltd.,
was registered with a capital stock of $15 million divided into one hundred fifty thousand shares. The directors were the original American
promoters and five English capitalists. The holdings presumably included three hundred mining claims and the mill at the Etta Mine.
The company also announced great plans for expansion. Along with
acquiring yet more land, the promoters announced construction of a
five-hundred-ton mill in Hill City, a narrow-gauge railroad, and another mill in Custer, all with an estimated expenditure of five hundred
thousand dollars.4'
The company spent money with gusto, most likely to prove the vitality of its claims and attract more investors. Choosing Hill City for
its headquarters, it erected boardinghouses, blacksmith shops, carpenter shops, machine shops, an office, hotel, foundry, and storehouses. Company officials soon announced that fissure veins of tin
had been uncovered but also stated that tin production would not begin until all mining claims and water rights had been secured.4^

39. "Markets," Engineering and Mining Joumal 44 (2 |u!y 1887); 14,
40. "Dakota," ibid. 44 (lo Sept. 1887): 191; "Correspondence," ibid. 45 (25 Feb. 1888): 140;
"Dakota." ibid. 45 (23 June 1888): 461.
4T. "Pennington County," ibid, 47 (20 Apr. 1889): 375; "South Dakota," ibid. 49 (26 Apr.
1890): 479; "South Dakota," ibid. 51 (lo Jan. 1891}: 74; Jackson, "Dakota Tin," p. 43.
42. lackson, "Dakota Tin," pp. 49-50; "Dakota," Engineering and Mining Joumal 47 (i8
May 1889); 462.
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The tin mill at Hill City, shown here without its
machinery, was part of an expansion scheme to
attract investors in Harney Peak Tin.

Adverse publicity had long haunted the Harney Peak Company, and
the promoters and their friends went on the offensive to end the problem. With new investors and promised developments, the company
managed to wield significant clout. Its New York officials accused
their critics on the East Coast, including the Engineering and Mining
Journal, of working on behalf of an import firm that feared losing control of the tin market. In essence, they charged the "conspirators" with
trying to stop Harney Peak Tin in order to eliminate competition. In
an attempt to keep legitimate metallurgists at bay, the company managed to gain an appointment for one of its former managers, C. E.
Bailey, to the chair of metallurgy at the Dakota School of Mines in
Rapid City. He worked to gain support for the operation from professional mining men. At the same time, company supporters worked to
silence one of their most outspoken antagonists, Thomas H. White.
As deputy mineral surveyor of Dakota Territory, White had charged
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that Harney Peak Tin was a fraud from its inception. His negative reports so angered local boosters and tin promoters that they protested
to the Dakota commissioner for the United States Mineral Survey,
who responded by removing White from office.43
Finally, in November 1892, the company seemed ready to operate.
The mills were complete, and ore had been gathered from a number
of mines for a test run. After about two months, the operation shut
down on 2 February 1893, with little tin recovered. The investors had
put up at least $3 million, but it became generally agreed that the company never took out more than $1,545 worth of tin.44
Having poured millions into the company, the English investors
were left with nothing. From the time the New York promoters originally bought the property from A. 1. Simmons in 1884, they had maintained control of Harney Peak Tin, selling and manipulating company
stock for personal profit, first in the United States and then in Great
Britain. While they did buy mining ground and develop some of the
property, they managed to capitalize on that, as well. Late in the game,
the promoters took out a mortgage on their property around Harney
Peak with the expressed purpose of buying more land. Instead, they
appear to have pocketed the money. The English investors brought
suit to place a receiver over the property and gain a full accounting of
the funds. The court agreed, and, after several years of inactivity at the
mines, the receiver sold the machinery and buildings to pay taxes.45
The scope of the Harney Peak Tin Company fraud makes it stand
out as the largest Black Hills mine scandal. Beyond the amount of
rime, money, and land involved, the scheme was unique because of
the extent of British involvement. In fact, no other American mining
venture was promoted with as much capitalization on the British market as Harney Peak Tin. Why, with the world supply of tin locked up in
43. "Correspondence." Engineerit^ and Mining Joumal 46 (20 Oct. 1888): 323-24; "Correspondence," ibid. 48 (7 Sept. 1889): 201; "The Use and Misuse ofthe Dakota School of
Mines," ibid. 48 (14 Sept. 1889): 219; "The Waning Possibilities of Finding Paying Tin
Mines in Dakota," ibid. 48 (r2 Oct. 1889): 312; Jackson, "Dakota Tin," pp, 41, 46,
44. "Late News," ibid, 58 (14 July 1894): 40; "The Harney Peak Tin Mines," ibid. 58 (17
Nov, 1894): 463; Jackson, "Dakota Tin," pp. 47, 58, 60-61.
45. "The Harney Peak Tin Mining Company," Engineering and Mining Joumal 57 (30 June
1894): 602; "South Dakota." ibid. 65 (19 Feb, 1898): 233.
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Cornwall, did British investors respond to the possibility of American
tin? As Clark Spence notes in British Investments and the American
Mining Frontier, many investors in England saw great possibilities in
any American enterprise. Some British tin investors, as well, feared
that the reported strikes in the Black Hills might indeed supply the
need of the United States fortin and undermine the financial position
of the Cornwall mines. For them, investing in Harney Peak Tin served
as a hedge against possible declining revenues.4^
Despite the size of the Harney Peak debacle, few chroniclers of
Black Hills history criticize the affair. Some, in fact, make it sound as
if ñn mining had been a reality. One explanation for this denial is
the fact that while tin, unlike gold, carries no aura of romance, the
possibility that tin may have existed in the Black Hills and nowhere
else in the United States is in itself a "romantic" notion. Many Black
Hills boosters simply wanted the tin discovery to be real, and some
still speak of tin as if it were an important Black Hills product.-i7
Another reason the Harney Peak Tin scandal receives less attention
in Black Hills histories is because the promoters were mainly New
Yorkers who exploited primarily eastern and English investors. Little
Black Hills money was involved, easing the pain of the loss for the local economy. Moreover, the outside money built several buildings in
Hill City and the surrounding area. Finally, the length of the scam
gave it a sense of legitimacy. The Harney Peak Tin Company existed
in one form or another for over ten years, and few locals followed its
activities for that length of time. After awhile, the notion of a tin company working in the Black Hills became accepted as fact. In addition.
Black Hills newspapers consistently supported the notion that tin existed. With little information to the contrary. Black Hills residents and

46. spence, British Investments and the American Mining Frontier, 1860-1901 (Moscow:
University of Idaho Press, ¡995), pp. 81, 238-39; Jackson, "Dakota Tin." pp. 27. 37, 48.
47. Among the authors who treat Harney Peak Tin as a legitimate mining operation are
Herbert S. Schell, History of South Dakota, 3d ed., rev. (Lincoln: University of Nebraska
Press. 1975). pp. 148-49; Mildred Fielder, A Guide to Black Hilh Ghost Mines (Aberdeen,
S.Dak.: North Plains Press, 1972), pp. 213-17; Irma H. Klock, The Central Black Hills: Camps
and Mines in the Heart of the Hilh (N.p.: By the Author, 1986), pp. 42-43: and Parker, Deadwood, p. 38.
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later historians came to accept the Harney Peak Tin Company as a legitimate undertaking.-íí*
The third mining scandal has less claim to fame than either Hamey
Peak Tin or Greenwood. The Deadwood Reduction Works fiasco resulted in a loss of less than one hundred thousand dollars and received little mention in the press at the time. Consequently, historians
seldom discuss it. This swindle also differed from the other scams in
that it did not involve selling worthless mining ground but centered
instead on a new and supposedly improved ore-treatment process.
The main investors and losers were people in Deadwood who sought
an ore-processing plant for their town and built a treatment facility
around the new process, which did not work. As with the other swindles, however, the promoter left town a richer man, while the investors were left wondering what had happened.49
The Deadwood Reduction Works affair began in the mid-i88os as
Deadwood slipped into its post-gold rush economic slump. People in
Deadwood wanted and needed an economic stimulus. They recognized that outside the Homestake belt a number of potentially profitable mining districts sat dormant for lack of a good ore-processing
technique. The richest areas seemed to be the Bald Mountain and
Ruby Basin mining districts, a few miles southwest of Lead, where ore
had been assayed at between ten and twenty dollars of gold per ton.
This refractory ore, however, could not be treated by the standard
methods of crushing and amalgamation. Deadwood promoters believed that if they could find a process to treat the ore, and place the
plant in Deadwood, their town would prosper again.i°
By 1880, smelting had proven a success in Colorado, and in 1886,
some Black Hills mines shipped their refractory ore to a smelter in
Omaha for treatment. These results encouraged some to believe that a
smelting plant in Deadwood would revitalize the area. In June 1887,
the Deadwood Smelting and Reduction Works Company was formed,
with two of Deadwood's most important businessmen, Harris Frank48. Jackson, "Dakota Tin," p. 38.
49. Black Hills Daily Times, 2 Mar. 1889.
50. David A. Wolff, "Pyritic Smelting at Deadwood: A Temporary Solution to Refractory
Ores," South Dakota History 15 (Winter 1985)1 313-14.
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lin and James K. P. Miller, sitting on the board of directors. Their initial task was to solicit subscriptions to build a smelter in Deadwood.î'
According to a Black Hills Daily Times story headlined "Hard Times
No More," most citizens expressed a willingness to invest liberally in
the stock. 5^
Some, however, expressed concerns over whether the right mixture
of materials was available in the Black Hills to make a smelter feasible. As discussions continued, the work of R. D. Clark, who was treating difficult ore in Nevada using his own special leaching process,
came to the board's attention. Folks in Deadwood sent Clark some ore
samples from Bald Mountain and Ruby Basin mines for testing, and
he announced a highly satisfactory return. Discussions immediately
ensued as to whether to bring Clark to the Black Hills for further tests.
51. JSlodb Hills DaÜY Times, 11.19 lime, 31 July 1887, i Jan. 1889; WolfF. "Pyritic Smelting,"
pp. 3r6-i8.
52. Black Hills Daily Times. 12 June 1887.

This vista of the rich Bald Mountain district shows various mining sites and the
Fremont, Elkhorn &. Missouri Valley Railroad that served the area.
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The Black Hills Daily Times considered it a wise move, calling Clark a
"competent man" and reasoning that the expense involved would be
"trifling" for such an important enterprise. In August 1887, Clark arrived to continue his experimentation.5Î
Rightly cautious, the Deadwood directors wanted reassurances of
success and found a Deadwood representative to assist Clark. Following some preliminary tests at a local mill, Clark again proclaimed success, with the newspaper quoting him as declaring that "with a 100ton plant the ores of the district could be reduced at an expense of $6
a ton." To make "doubly sure," Clark suggested shipping forty-eight
hundred pounds of ore from various locations in the area to San Francisco for further tests, and the board agreed.s-i These results, however,
showed a recovery of only 50 percent of the ore's precious metals—
not enough for a profitable operation. When challenged over the low
return, Clark responded, "I have found the key to the whole business.
It is now a simple and sure thing to work those ores up to at least 85%
value of all the value they contain, and that by a very cheap process. "55
The majority of the directors took Clark at his word, hiring him in
January 1888 to build a processing plant. They also purchased his patent, making the City of Deadwood the owner of his special process.
Clark received an estimated thirty thousand dollars up front, with the
promise of a ten-thousand-dollar bonus when the plant—now called
the Deadwood Reduction Works—proved successful. The board had
been drawn into what later observers labeled "process mania."5^
Once under contract, Clark proclaimed, "I positively state that there
will be no possible chance of a failure of the process and that there
will be no necessity of erecting preliminary works." He also asked for
the "immediate raising of the highest possible amount of the capital
so that there may be no delay."57 The Deadwood Reduction Works
53. Ibid., 17 July (quotation), 7 Aug. 1887.
54. Ibid-, 13 Aug. 1887.
55. Ibid., 22 Nov. (quotation), 23 Nov. 1887.
5Ö. Ibid., 7 Feb. 1888. 2,4 Mar. 1889. The newspaper did not publish what Clark received;
the estimate comes from comparing the amount of money paid out with the amount ultimately lost.
57. Ibid., 28 Feb. 1888.
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The Deadwood Reduction Works operated for less than two months before the
structures shown here were destroyed in a suspicious fire.

board of directors acquired a forty-acre site in Deadwood's first ward,
below the main part of town, and plant construction began in the
summer of 1888. By i March i88g, the stockholders had disbursed
ninety-eight thousand dollars toward the plant. The first cleanup of
processed ore was planned for that day, finally demonstrating the success of Glark's process.5^
Early in the day on i March, however, a fire started in the plant's
drying room, destroying the structure and most of the equipment
within minutes. Such a disaster at a critical moment was not uncommon in mining fields and was often meant to disguise fraud. The fire
caused a flurry of rumors in Deadwood, with many asserting that arson was the cause. No perpetrator was ever found, but signs soon
pointed to Glark, who likely set the fire to hide the fact that he had no
special process.59
58. Ibid., 5 May 1888.11 Ort. 1889.
59. ibid., 2 Mar. 1889.
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The fire at the Deadwood Reduction Works temporarily halted
plans for the town's economic revival. The Black Hills Daily Times
quoted one citizen as saying it would have been better "had one-half of
Main Street burned."^° Some members of the board of directors
would not accept defeat and immediately began considering rebuilding. Although nearly one hundred thousand dollars had already been
spent, the plant was ensured for thirty-five thousand dollars, and the
building's foundations remained standing. How to proceed was the
big question."^^
Clark had left Deadwood soon after the fire under the pretense of
going to look for new equipment; he never came back. Realizing that
the patent they owned was valueless, the board of directors pursued
new avenues to mitigate the disaster. Harris Franklin, who had served
as Deadwood Reduction Works president, took the most decisive action, absorbing the organization into his Golden Reward Mining
Company through a stock transfer. The Golden Reward owned several
claims in the Ruby Basin area, and Franklin needed a processing plant
to treat his ore. Using the insurance money, he could get a good start
on a new plant, which would employ a proven process. Franklin and
his associates began looking at the Newberry-Vautin chlorination
method used at various locations in the Rocky Mountain West. James
K. P. Miller headed another faction of reduction-works investors
known as the Syndicate, who opposed trying another chemical process, preferring instead to lock up the ruins and build a smelter.^^
Both groups got most of what they wanted. Franklin took over the
mill site and built the Golden Reward Chlorination Works. Not far
away in lower Deadwood, Miller constructed the Deadwood and Delaware Smelter. Both processing plants proved successful, bringing new
life to the Bald Mountain and Ruby Basin mining districts and helping to revitalize the economy of Deadwood. In fact, the two companies
were soon competing for control of the best mines and the most mining ground. In all likelihood, more mines were opened and developed

60. Ibid., 3 Mar. 1889.
61. Ibid., 2 Mar., 5 May i88g.
62. Ibid., 13, 26 Apr., 7, 15 (une, 11 Oct. 1889.
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Harris Franklin's Golden Reward Chlorination Plant occupied the former site of
the Deadwood Reduction Works.

because of the competition than would have been the case had the
Clark plant existed alone.^3
The Deadwood disaster has received little attention in Black Hills
histories. When the plant burned, the Black Hills Daily Times gave a
full account of the loss and its consequences but did not broach the
subject of fraud. The newspaper mentioned the suspicious nature of
the fire immediately afterward but failed to pursue the subject, most
likely because many in the community, and especially its leading citizens, were involved. While most of Deadwood knew they had been
taken, no one wanted the embarrassment of a public admission of the
63. Wolff, "Pyritic Smelting," pp. 326-33; Joel K. Waterland, Gold ^ Silver or Sweat É( Tears:
The History of the Bald Mountain. Ruby Basin and Garden City Mining Districts (N.p.: By the

Author, 1988), pp. 106-14.
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fact. This lack of published news has caused most historians to miss
Clark and the failure of his special process. Some histories mention
that the Clark plant bumed, but the incident is generally seen as a
brief bump on the road to ultimate success.^4
The Horseshoe Mining Company scandal incorporated elements of
all three other affairs. While the mining ground involved was not
worthless, as in the case of the Creenwood and Harney Peak properties, it was not the best. Just as promoters had compared the Greenwood Mine to the Homestake, Horseshoe boosters tried to capitalize
64. Black Hills Daily Times, 2, 3, 23 Mar., 26 Apr. 1889.

The Deadwood and Delaware Smelter built by james K. P. Miller provided another
option for processing the area's ores.
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on the success of neighboring mines. Where the Harney Peak Tin
Company built several buildings around Hill City to prove its vitality
to potential investors, the Horseshoe promoters acquired a number of
mills for display purposes in the hope of selling more stock. Finally,
just as investors in the Deadwood Reduction Works gambled that a
new processing method would return a fortune. Horseshoe investors
adopted a new process on speculation that it would bring great rewards. Beyond these similarities to other Black Hills mining scandals,
the Horseshoe enterprise primarily entailed stock manipulation and
artificial dividends. When it collapsed, investors lost hundreds of
thousands of dollars. Deadwood newspapers covered the shocking
story, and the Engineering and Mining Joumal gave it front-page attention, but few authors mention it today.^^
The Horseshoe company began as a legitimate operation in July
1892, when a Black Hills Daily Times headline announced "Another
Big Sale."^"^ The newspaper reported that George Sumner and Robert
McKay of Montreal, Canada, had purchased the Horseshoe group of
eight claims near the base of Terry Peak for sixty thousand dollars.
The price was a large one to pay for undeveloped ground, but the land
bordered the successful mining operations of the Golden Reward and
Deadwood and Delaware mining companies in the Ruby Basin district, giving the purchasers reason to speculate that the valuable ore
would extend into their claims. Despite its promising location, the
Horseshoe operation struggled to find paying ore. Only after three
years of development and acquiring more property did Sumner and
McKay believe they had found enough to build a mill. In 1895, they
opened the Kildonan chlorination plant in Pluma. It operated only
sporadically over the next six years, however, as the company continued to search for paying ore. In early 1901, the Engineering and Mining
Joumal announced that the Horseshoe had folded.^?
These men had worked honestly for ten years to make the Horse65. Ibid., 18 Mar, 1903; "An important Decision," Engineering and Mining Journal 78 (7
July 1904): 2-3.
66. Black Hills Daily Times, i July 1892.
67. Er^neering and Mining Joumal 54 (23 July 1892}: 88; Ibid. 71 (18 May 1901): 632; Black
Hills Daily Tîm«s, 3 Apr., 3, 5 Nov. 1895.
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shoe Gompany a success, but they could not. They did, however, leave
the perfect setup for fraud. The Horseshoe Company had existed for
ten years and had consolidated one of the largest blocks of mining
ground in the Black Hills. It bordered other profitable mines, indicating that value was close by. Shafts had been developed, and a chlorination plant existed—improvements that always impressed investors. Finally, by igoi, the cyanide process had been developed, promising
better gold recovery and offering a new panacea for any struggling operation—or potential scam artist. "^^
This combination of conditions encouraged a group of investors led
by D. E. Murphy of Milwaukee and E. M. Holbrook of Ghicago to purchase the property in early 1902. They promptly sent out a flurry of
announcements regarding the bright ftiture of the company and its
investment opportunities. Adverrisements appeared in the Chicago
Tribune announcing capitalization ofthe new corporation at $10 million, with stock selling at one dollar per share. Furthermore, the company claimed that there was "no attempt to deceive," a statement that
should have raised red flags among normally cautious people.'^9
Upon taking control ofthe ground, the new officers announced intentions to convert the Pluma Mill into a cyanide plant. Furthermore,
the company planned to build a new thousand-ton cyanide plant,
called the Horseshoe Mill, which would be the largest such plant in
the world. Before long, the company had also gained control ofthe recently built National Smelter in Rapid Gity. With all three plants operaring simultaneously, the new Horseshoe Gompany would have the
capacity to treat sixteen hundred tons of ore daily. Its promoters assured the wary that the previous company had opened a number of
mines and that plenty of ore existed—it just needed the right handling. The foundations for a potentially mighty mining operation appeared, indeed, to be in place.7°
68. Black Hills Weekly Pioneer-Times, 28 Aug. 1902; South Dakota, Bureau of Mines, Thirteenth Annual Report ofthe State Mine Inspector ofthe State of South Dakota, November 1,1901,
to November 1,1902 (Aberdeen, 1902), p. 14.
69. Black Hills Mining Review 8 (14 Mar. 1902): 2, The Chicago THbune advertisement was
reprinted in Black Hills Daily Pioneer-Times, 12 Mar. 1902.
70. Engineering and Mining Joumal 74 (30 Aug. 1902): 291; Black Hills Daily Pioneer-Times,
28 Aug. 1902; Black Hills Mining Review 8 (26 July 1902): 12; Ibid. 8 (17 Aug. 1902}: 10.

Copyright © 2003 by the South Dakota State Historical Society. All Rights Reserved.

i i 6 I South Dakota History

VOL. 33, NO. 2

After just a few months, in July 1902, the Horseshoe Company declared its first-ever dividend of seventy thousand dollars. The converted Kildonan plant was reportedly running at capacity, as was the
smelter in Rapid City. Grading and timbering had begun on the huge
cyanide plant. Better yet for investors, the Horseshoe began paying
regular dividends of one cent a share per month, totaling almost onehalf million dollars for the first half year. Then, suddenly, company
president Murphy and vice-president Holbrook resigned and announced that the five million shares they held, or half the stock issued, would be returned to the companyy^
These men had manipulated the stock and granted dividends for
their own personal enrichment. The company's dividends, which had
made it look promising and enabled the promoters to sell more stock,
came not from the revenues of gold production but from the sale of
the stock itself. Murphy and Holbrook received perhaps as much as
$250,000 in dividends for the stock they held, which had cost them
nothing.72
After the two men departed, the remaining shareholders chose new
officers, naming Deadwood attorney W. L. Mclaughlin as general
manager. He had to deal with the problems left behind, first exploring
the realities of the operation and what would be required to put it on a
paying basis. Some individuals questioned whether paying ore had
ever been treated. An outside expert hired to investigate the property
reported that both the Rapid City and Pluma plants had operated at a
loss but argued that the nearly completed Horseshoe cyanide plant
was a good bet for profit. Next, the officers had to fend off stockholders who wanted their money back. In particular, a Chicago man
named Maurice lindholm sued to recover thirty-seven hundred dollars he had spent on stock, claiming fraudulent representation. The
new officers reorganized the company to develop the property properly and end such disputes.?*
71. Engineering and Mining Journal-74 (29 Nov. 1902): 725; ibid. 75 (10 Jan. 1903): 98, (21
Feb. 1903}: 311. (14 Mar. 1903): 424; Black Hills Daily Pioneer-Ttmes. 16 Jan. 1903.
72. David A. WolfF, "Mining Ground on the Fringe: The Horseshoe-Mogul Mining Company of the Northern Black Hills," Mining History Journal 2 (1995): 24.
73. Engineering and Mining Journal 75 (28 Mar. 1903): 499; Black Hills Daily Pioneer-Tttnes,
14 Feb. 1903; Black Hills Mining Review 9 (27 Mar. 1903): 12.
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In 1903, the company completed the Horseshoe mill, but on a
smaller scale than first advertised. It also developed a number of openpit mines to make ore recovery easier and less expensive. With these
improvements, the Horseshoe Mining Company began operating successfully and soon became the third-largest gold producer in the Black
Hills, behind only the Homestake and the Golden Reward. The company also settled Lindholm's lawsuit. In July 1904, the Engineering and
Mining Joumal referred to a Deadwood jury decision in which the
Horseshoe Company had been found guilty of "misrepresentations"
and called the verdict "a forceful blow against the rascalities which
masquerade as mining promotions."^-t Lindholm, however, did not retrieve his investment. In November, both parties agreed to dismiss the
case without prejudice. Apparently McLaughlin convinced Lindholm
that the new operations would bring him a retum.75
74. "An Important Decision," Engineeringand Mining_/oumoÍ78 (7 July 1904): 2-3.
75. Maurice S. Lindholm vs. Horseshoe Mining Company, filed 6 Apr. 1903, State of South
Dakota Eighth judicial Circuit Court, Lawrence County Courthouse, Deadwood, S.Dak.

This photograph shows the Mogul Company's new mill under construction after
the 1905 fire that destroyed the Horseshoe Company's processing facilities.
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Shown here is the Mogul mill after it burned in 1914. The company then built the
Blackmoon mill, which operated until 1919.

With the lawsuit settled and a direction set, the company moved forward. By 1905, the Deadwood newspaper reported that the Horseshoe
was doing excellent work on low-grade ore and that its dark days had
passed. In a stroke of bad luck, the large mill burned to the ground in
May 1905, but the company rebounded as the reorganized Mogul
Company the following year. It would build another new mill and continue to treat the low-grade gold ores of the Bald Mountain and Ruby
Basin mining districts successfully until closing for good in 1919.?^
Even though local newspapers and the Engineering and Mining Journal covered the Horseshoe affair in some detail, it seldom receives
mention today as a Black Hills mining scam. In part, this amnesia
may come from the fact that once the financial turmoil ended, the
Horseshoe became an extremely productive operation. In addition, its
76. Black HiUs Daily Pioneer-Times, 5 May 1904, 28 Feb., 6, 13 Apr., 25 May 1905, 14 Feb.
1906; Engineering and Mining Journal 108 {18 Oct. 1919): 670.
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period of fraudulent operation was brief, lasting only about a year. Finally, the Horseshoe scandal occurred in the twentieth century, more
than twenty-five years after the gold rush. Many observers perceive
mining frauds and schemes as products of the unruly mining frontier, but as the Horseshoe incident demonstrates, scam artists can do
their work anytime.
The swindlers who took advantage of investors in the Greenwood,
Harney Peak Tin, Deadwood Reduction Works, and Horseshoe operations used a variety of techniques to perpetrate their fraud. In the end,
they all had the same goal of separating investors from their money,
and, to different degrees, they all succeeded. In each instance, the
fraud represented not only a loss for the investors, but a setback for
mining in the Black Hills. Yet, some good did come out of these ventures. The Horseshoe Company managed to finish the cyanide plant
and become one of the more significant operations in the Black Hills.
In the case of the Deadwood Reduction Works, two competing factions temporarily came together to help build the plant for the good of
Deadwood. When the plant burned, they went their separate ways and
ultimately did more for the town than would have been the case had
the Deadwood Reduction Works been a success. W. Turrentine Jackson argues that the Harney Peak Tin Company's activities gave
Custer, Rapid City, and Hill City permanent economic boosts. "It is
not idle to speculate on the question of whether the transitory rush to
the Black Hills in search of gold or the later campaign to promote the
tin interests of the area was a greater force in shaping the economic
growth of the towns of the region," he concludes.77 Finding a positive
legacy in the Greenwood affair is more difficult. The mining property
never operated at a profit, and nothing remains. Perhaps its fame as a
complete failure is the Greenwood's lasting legacy. In any event, it has
given Black Hills historians something to write about over the years.
77. Jackson, "Dakota Tin," p. 63.
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