
$500 Counterfeit Program 
by Bob Ayers 

In 2015 I became interested in the old Soviet program to counterfeit US 1914 $100 Federal Reserve Notes.  
After some flailing around, I contacted Doug Murray, who very graciously provided me with all the research he had 
done on the program.  Doug also said that he had stopped actively compiling a list of serial numbers of these 
counterfeits.  He steered me to several original sources about the program - and I was hooked!  I read all I could find 
and then turned to the Freedom of Information Act to see what was held in official files about this old Soviet 
operation. I submitted several requests in a manner that I thought would ensure no relevant information would be 
overlooked.  

I was quite surprised to discover that one of the releases of FOIA information contained no information at all 
about the Soviet operation to counterfeit 1914 $100 FRNs.  Instead, it covered another program, namely one that 
counterfeited United States 1882 and 1922 $500 Gold Certificates.    

The released files were incomplete and contained letters from the US Embassy in Berlin Germany, the Assistant 
Secretary of the Treasury, the Secretary of State, and an amazingly large number of translations of investigative 
reports from the Commissioner of Police, German Central Office for the Suppression of Counterfeiting. 

While the Germans were simultaneously investigating a related program to counterfeit British £100 notes, I 
tried to use only the material relating to the counterfeiting of US Gold Certificates in this article.   

It was very hard to arrange all the material in chronological order, given the time it had taken to translate the 
German reports and the delayed reporting of these translations in US channels.  As I tried to piece the time-line 
together, I sometimes found myself chuckling at the behaviour of the bureaucrats involved.   

The US Embassy in Berlin met with the German police, who seemed to want to investigate the counterfeits 
immediately.  The Embassy was reluctant to give the OK to the German police and instead passed the question of 
what to do back to the State Department, who in turn consulted the Treasury.  The latter then told State to instruct the 
Embassy to tell the Germans to do whatever they thought needed to be done.  Things never change.  

What follows is my best effort to tell the story of the counterfeit $500 Gold Certificates. 
On October 8, 1930, George A. Gordon, then Charge d’affaires in the US Embassy Berlin reported that a person 

signed into the Embassy visitors’ book as “G”, “S”, or “L” Frank.  Frank asked to see the Ambassador but was sent 
to Mr Gordon instead.  Frank said he owned a house at Bulow Strasse 99 that he rented out.  One of his tenants, 
whom Frank refused to name and was subsequently referred to as “X”, had told Frank that there was a “gigantic plot 
afoot in Russia to counterfeit American bills or bank notes to the extent of billions of dollars”. 

Frank went on to tell Gordon that a Soviet courier, on his last trip to Berlin, had given “X” two $500 US bank 
notes.  “X” had suggested that Frank might wish to pass this currency and make some money but he, Frank, had 
declined and said he was going to report the approach to the American Embassy.  

Frank told Gordon he had no wish to be involved in this counterfeiting program and wanted simply to report it 
to the Embassy and then leave the Americans to get on with it.  Frank suggested that “X” might want to sell 
information or counterfeit bank notes to the Embassy.  

Frank then pulled two $500 notes out of his wallet and showed them to Gordon, who said he was not qualified 
to determine whether the notes were bogus.  He asked Frank to leave the notes behind, but Frank adamantly refused 
to do so and left. 

The Embassy contacted the Berlin official, Kriminal Kommissar von Lieberman, who specialised in counterfeit 
investigations.  Several courses of action as to what to do about the counterfeit $500s were discussed with the 
German Police.  

After this discussion, Gordon did what all good State Department officials do – on  October 13, he wrote to the 
State Department seeking guidance on whether to buy  the counterfeits.   

 State promptly forwarded Gordon’s letter to the Treasury asking if they wanted to buy the counterfeits.  
Subsequently, on November 5, State Department sent the Treasury a copy of a “strictly confidential” dispatch no. 
547, dated October 13, from the US Embassy in Berlin in which the walk-in of Frank and the initial reporting of the 
counterfeit $500 notes was made.   

On November 11, the Assistant Secretary of the Treasury replied, saying that the US Secret Service (which 
reports to the Treasury dept) had reported that counterfeit $500 Gold Certificates were known to be in circulation 
overseas but had never been seen in the United States.  The letter also said the few specimens that had been detected 
in foreign bank shipments had been traced to Greece, but their place of origin was unknown.  The note was described 
as being a “gold certificate of the Series of 1922 (old size currency). Check letter “C”, face plate 2, h. V. Speelman, 
Register of the Treasury, Frank White, Treasurer of the United States, portrait of Lincoln”.  

The letter further stated, “This is an extremely dangerous counterfeit printed from photo-etched plates of 
excellent workmanship on bleached genuine paper. The most outstanding characteristic indicating its spurious 

___________________________________________________________Paper Money * March/April 2017 * Whole No. 308_____________________________________________________________

125



quality is the Lincoln portrait, which is shaded too heavily and reflects a sooty appearance, the top part of the portrait 
oval reveals a rough curve where the cross-hatch lines converge. The ornate medallions upon which the serial 
numbers are impressed are executed in a pale shade of orange instead of the bright tint which features on the genuine 
notes, and the large word GOLD which blends with the legend above the Treasury seal is likewise printed in a light 
orange tone.  The paper seems to have been softened as a result of the blending process”.  

This letter closed with the statement that “The Department will appreciate it if Mr. Gordon is instructed to ask 
Mr Von Lieberman to make such investigations as might be deemed appropriate and inform our Embassy of the 
results thereof for the benefit of this Department.  In the event counterfeit United States currency differing from that 
described above is involved, the Department would appreciate a specimen thereof or if that is not practicable, as 
detailed a description as may be obtainable, indicating particularly whether the note is of the new or older size 
currency”.   

On January 5, 1931, the American Embassy in Berlin telegraphed the State Department saying “An 
investigation by the police today, after a conference with the Reichsbank, indicates that the matter may be very 
serious.  If this American note is counterfeit, it is pronounced an extremely clever one.  This note is valuable for 
protection and further investigation.  Strongly urge its purchase at the prices indicated”.  

On January 6, a Treasury Department draft of a proposed reply to the Embassy in Berlin was prepared.  The 
draft reply stated, “The Treasury Department sees no advantage in purchasing the counterfeit five hundred dollar 
note from Mr Arnoldt (not further identified) but is anxious to receive an accurate description of the bill.  
Representatives of the Treasury Department are due to attend a conference on the suppression of counterfeiting at 
Geneva March fourth and will visit Berlin shortly before that date”.   

Fortunately, saner heads eventually prevailed at Treasury.  An Under-Secretary of the Treasury Memorandum 
dated January 7 states, “After conference with Chief Moran and the Secretary, I requested Assistant Secretary Castle 
to cable Mr Sackett (U. S. Ambassador in Berlin) to acquire the American counterfeit note and state that after we had 
the opportunity to study it, we would determine whether it was advisable to send someone over.  I also suggested it 
would be advisable for Sackett to inform British as to the counterfeit £100 note”.  

On January 12 the US Embassy in Berlin, after being directed to purchase the bank note, transmitted the $500 
Gold Certificate serial number D46420 to the Treasury.   

While some of the original material is missing, the next part of the story of the purchase of the bogus note is 
seen in a Department of State “Strictly Confidential” letter to the Secretary of the Treasury.  This letter refers to the 
November 5 letter to the Treasury forwarding the report from the US Embassy in Berlin and conversations between 
State and Treasury officials.  It then refers to Embassy dispatch 703 of January 12 1931, which forwarded the $500 
Gold Certificate to the Treasury.   The letter ends with the rather abrupt sentence, “This note was purchased by the 
Embassy upon authorization of the Treasury Dept communicated January 7, 1931 by Mr. Mills and Mr. Castle”.  

I can only assume there was a bureaucratic squabble as to which Department’s budget had to absorb the cost of 
purchasing the $500 note: the State Department, whose Embassy made the purchase, or the Treasury Department, 
who instructed State to do so.  The question of who actually absorbed the cost of purchasing the counterfeit $500 
note is lost to history.  

Meanwhile, it appears that Von Lieberman had received the US guidance to investigate the counterfeits (or had 
elected to do so on his own initiative), and the investigation rapidly picked up momentum.   

On January 17, in “Report #1”, Von Lieberman, Chief of Police, German Center for Combatting Counterfeiting, 
Berlin wrote a summary report that attributed the counterfeits of British £100 notes, under simultaneous investigation 
by the Germans, to the Russians in Moscow.  He said, however, that the German Center for Combatting 
Counterfeiting and experts of the Reichsbank were unable to determine whether the $500 Gold Certificates that had 
been purchased by the US Embassy and provided to the German police for analysis were counterfeit owing to their 
high quality.   

On January 24, the Secretary of the Treasury sent a letter to the US Secretary of State reporting that the $500 
note purchased by the US Embassy was indeed counterfeit.  This is an interesting letter in that it shows that the State 
department (and its Embassy in Berlin) were now working with the German police and simply informing the 
Treasury department as they thought appropriate.  

 On February 23, in “Report #3” Von Lieberman reported that counterfeit $500 notes had continued to appear 
in small quantities in Europe.  The focus of the investigation turned to a chocolate factory owned by one Arkady 
Urelsky-Udinseff.  When confronted with the accusation that he was passing counterfeit $500 notes, Udinseff 
declared himself to be guilty.  Pressed by the German Police to reveal where the plates were for making the 
counterfeit banknotes, Udinseff initially refused to do so.  According to the German Police, they then “convinced” 
Udinseff that it would be in everyone’s interest if the plates could be discovered before they could do more harm. 

Under Udinseff’s guidance, the concrete floor of his chocolate factory was broken and dug up and a round metal 
box containing 90 $500 notes of both types (i.e. 1882 and 1922 $500 Gold Certificates and 66 British £100 notes). 
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The Police also located 30 genuine US banknotes that had been bleached and eight half-sheets of such paper.  Two 
plates for the British £100 notes, seven plates for the two types of counterfeit $500 Gold Certificates, and a rather 
large number of smaller parts were discovered hidden inside a chocolate cake.   

On February 25, the German Police issued “Report #5” in which the results of the raid on Udinseff’s chocolate 
factory were itemized.  (See attachment entitled “Confiscated Currency Characteristics and Serial Numbers.) 

On March 10, the Embassy in Berlin transmitted  “Strictly Confidential” Dispatch 796 to State, forwarding two 
500 Gold Certificates that the Embassy had received from the German Police.  The Embassy explained, “The 500 
dollar American notes consisted of two series, one of 1882 and one of 1922.  Upon my request, Von Liebermann 
delivered to me one sample of each – No. D77165 of the 1992 series; and no. E 56995 of the 1922 Series”. 

Almost three weeks later, on April 1, the State Department finally forwarded the Embassy Dispatch with the 
two Gold Certificates, to the Treasury Department.  

The story of the counterfeit $500 Gold certificates appeared to end with the raid on the chocolate factory and 
confiscation of notes and plates. It seemed that the only issues that continued to concern authorities, both German 
and American, was whether the Soviet Government was behind the counterfeiting.  

The tale does not, however, end there.  For on May 11, 1932 - over a year after the raid on the chocolate factory 
- the Secret Service forwarded two counterfeit $500 Gold Certificates to the Secret Service Headquarters.  The letter 
stated, “Enclosed herewith are two counterfeit $500 Gold Certificates surrendered to this office yesterday by the 
CHASE NATIONAL BANK, New York, as having come from the BANCA COMMERCIAL ITALIANA, Trieste, 
Italy. The CHASE NATIONAL BANK is desirous of complying with a request from the Italian bank that these notes 
be returned for reclamation purposes. Will you kindly inform me whether or not this request can be complied with? 
Signed Alan G. Straight” 

On May 12 the two notes were returned to Alan Straight with the instruction to return them to the Italian bank 
as they had requested.  

On January 19, 1933 - two years after the raid on the chocolate factory - the German Police sent a letter to the 
US Secret Service.  This letter, from the German Commissioner of Police, was addressed directly to the Secret 
Service Division of the Treasury.  It states, “I have the honor to enclose two counterfeit $500 Gold Certificates, Nos. 
D-46452E and D-77139E, with request that you furnish us with an expert opinion as to their exact character.  The 
notes have been stopped as counterfeit by the Reichsbank to which they were delivered by the International 
Commercial Bank of Kattowitz, Poland”.  

The significance of these last two referenced reports of Gold Certificates appearing in Italy one year, and in 
Poland two years, after the January 1931 German Police raid on the Berlin chocolate factory clearly indicates that 
more $500 Gold Certificates were produced and passed than were confiscated in the raid.   

While the serial numbers of the two notes discovered by the Chase Bank were not reported, the other two 
reported by the German Police in 1933 were identified by series and serial number.  The 1882 series note with the 
serial number of D-46452 falls into the gap between notes numbered D-46451 and D-56453 confiscated in the 
chocolate factory raid.  The 1882 Series note numbered D-77139E (sic) reflects the lowest serial number of the $500 
gold certificates with the corrected red Treasury Seal.  The closest numbered known counterfeits from the chocolate 
factory raid are numbered: D-77135, D-77143, D-77145 and D-77152.  

Another point to reinforce this author’s belief that more notes were passed can be substantiated by the note that 
was purchased by the Berlin Embassy and sent to State Department in January 1931.  This note bears the serial 
number D46420.  An examination of the serial numbers of notes confiscated in the chocolate factory raid shows the 
serial numbers of the 1882 notes with the corrected seal begins with note number 46437.  This suggests that the 17 
counterfeit notes between D46420 and D46437 are missing.  

 While one may draw their own conclusions of how many $500 Gold Certificates were produced that were not 
confiscated in the raid, we can be fairly confident that there were at least five (one purchased by the Berlin Embassy, 
two found by the Chase Bank and two found in Poland and sent to the German Police). It is unfortunate that the serial 
numbers of the two notes confiscated by the CHASE Bank were not recorded.  It is also very clear from the serial 
numbering of the two notes discovered by the German Police in January 1933 that these two notes were produced 
during the original counterfeiting program of 1930/1931. 

While unlikely, it is possible that some of these counterfeit $500 Gold Certificates   have ended up in someone’s 
currency collection.  I would caution any prospective purchaser of an 1882 or 1922 Gold Certificate to examine it 
carefully against the detailed information contained in the attachment.  

Lastly, there seem to be many interconnections between this counterfeiting program and the counterfeiting of 
1914 $100 Federal Reserve Notes.  The timing of these two programs (around 1930), their location (Berlin) and even 
some of the same players involved suggest to me, at least, that there is a connection between the two counterfeiting 
efforts.  Perhaps that will be my next to question to explore.      
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