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INTRODUCTION 
 
This report is issued in response to a request from the Second Judicial District Prosecuting Attorney for 
Arkansas Legislative Audit (ALA) to review selected financial records and transactions of the City of 
Marion (City) District Court (Court).  Of specific concern was the misappropriation of Court revenue. 
 
OBJECTIVES 
 
Objectives of this review were to determine if: 
 

 Fines, costs, and fees were deposited in the Court account. 

 Internal control over the receipting and depositing processes was adequate. 
 
SCOPE AND METHODOLOGY 
 
This review was conducted primarily for the period January 1, 2018 through December 31, 2022.  ALA 
staff analyzed pertinent computer and manual receipts, receipt reports, bank deposits, court dockets, 
nonmonetary credit documentation, reports available in Contexte (the case management system for 
Arkansas courts), and applicable Arkansas Code.  ALA staff also interviewed various City personnel.   
 
BACKGROUND 
 
Located in Crittenden County, Marion is a municipality of the first class operating under the mayor-council 
form of government.  The City Council consists of six aldermen who govern the City.  According to 2020 
U.S. Census Bureau figures, the City’s population is 13,752. The City operates the Court, which 
processed over 9,000 cases in 2022. 
 
While the District Judge is a state employee, the other Court staff are employees of the City. The Deputy 
Court Clerk, who was hired on January 12, 2017, was appointed District Court Clerk in November 2017 
and served in this position until her employment termination on December 12, 2022.  The District Court 
Clerk was the sole employee responsible for preparing and making deposits, reviewing and reconciling 
bank statements, and posting transactions to the financial/court accounting system.  Additionally, the 
District Court Clerk was the only employee with access to the safe located in the District Court office.  
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In compliance with Ark. Code Ann. § 10-4-412, the City has obtained an audit by a private, 
certified public accounting firm (CPA Firm) since at least 1998.  For each of the four years 
ended December 31, 2018 through 2021, the CPA Firm issued an unmodified or “clean” 
opinion on the City’s regulatory basis financial statements.  However, the CPA Firm issued a 
material weakness finding relating to the Court in the 2021 audit report; the finding and 
management’s corrective action plan are provided in Appendix A. 
 
RESULTS OF REVIEW  
 
Review of District Court financial records revealed deficient internal control over the receipting, 
recording, and depositing of revenues.  Specifically, noncompliance with Arkansas District 
Court Accounting Law and a lack of segregation of duties and fiscal oversight prevented 
management from detecting misappropriation of Court funds totaling $414,694, as discussed in 
the sections that follow.  
 
Deficient Collection Process for Court Fines, Costs, and Fees 
 
A proper process to account for Court fines, costs, and fees includes entering defendant 
payments into the Contexte case management system at the point of collection using the 
receipting module. The defendant should receive a receipt of payment issued from 
Contexte. The form of payment (i.e., cash, check, money order, or credit card) should be 
identified in Contexte upon entry.  Manual receipts issued in court or when Contexte is down 
should be in the same form and be entered into and reconciled to Contexte 
promptly.  Contexte’s deposit summary report should be generated daily, and a deposit should 
be prepared and made to the Court’s bank account.  Contexte’s deposit summary report, 
reflecting cash and check composition, should be reconciled to the validated bank deposit slip 
by someone other than the preparer of the deposit, and the deposit should be recorded in the 
Contexte receipts journal.  The Court bank account should be reconciled monthly to the journal 
and also reviewed by someone other than the preparer.  
 
ALA staff review revealed the City’s process to account for Court fines, costs, and fees was 
deficient.  Specifically, receipts were not issued for all funds received, funds were not 
deposited daily, and deposits were not reconciled with receipt reports. Additionally, the Court 
bank account was not reconciled monthly to Contexte’s receipts journal, or reviewed and 
approved, by someone other than the preparer.  Lack of management oversight and 
segregation of duties created the opportunity for the misappropriation of funds. 
 
Misappropriation of Court Funds 
 
Receipts Not Deposited 
 
After comparing computer and manual receipts to bank deposits, ALA staff determined that 
Court receipts totaling $398,517 were not deposited during the review period.   
 
Unreceipted Funds Deposited in Bank Account 
 
ALA staff review of deposit information obtained directly from the bank revealed that 
unreceipted checks and money orders totaling $16,177 were deposited.  
 
The District Court Clerk was custodian of these misappropriated funds totaling $414,694, as 
shown in Exhibit I on page 3. 
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Noncompliance with Arkansas District Court Accounting Law  
 
Noncompliance with Arkansas District Court Accounting Law, specifically Ark. Code Ann.  
§ 16-10-209, and accepted accounting principles included the following: 
 

 Receipts were not deposited intact daily.  In numerous instances, deposits cleared 
the bank up to three months after the date of the receipts and deposit slips. 

 Prenumbered receipts were not issued for all funds collected. 

 Receipts issued were not reconciled with monthly bank deposits. 

 Deposit slips did not contain the range of receipt numbers being deposited. 

 Deposits and withdrawals per the bank statements were not reconciled to receipt 
and disbursement journals monthly. 

 Cash receipt and disbursement journals were not properly maintained. 

 Balances remaining in the bank were not identified with receipts issued for cases 
not yet adjudicated and the payments made on all unpaid individual time accounts.  

 Manual receipts were not issued in sequential order, were not properly voided with 
all copies retained, and did not consistently indicate method of payment. 
Additionally, one manual receipt book could not be located. 

 Supporting documentation was not maintained for nonmonetary credits adjusting 
fines and costs owed for judge’s adjustments and jail time served. 

Source: Marion District Court (Court) financial records and bank statements provided by the Court's financial institution 
(unaudited by Arkansas Legislative Audit) 

Unreceipted
Checks/

Receipts Money Orders
Over/(Under) Included in Total

Bank Bank Bank Funds
Year Receipts Deposits Deposits Deposits Misappropriated

Ended a b (a - b) = c d c + d

2018 1,040,673$    1,023,131$    17,542$      2,345$       19,887$           
2019 1,191,940      1,141,771      50,169        2,185        52,354             
2020 1,001,488      923,696        77,792        3,424        81,216             
2021 832,565         717,726        114,839      4,831        119,670           
2022 1,076,243      938,068        138,175      3,392        141,567           

     Totals 5,142,909$    4,744,392$    398,517$    16,177$     414,694$         

Exhibit I

City of Marion
Marion District Court

Misappropriation of Funds Summary

For the Period January 1, 2018 through December 31, 2022
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 The Court Clerk did not make direct monetary settlements on or before the tenth 
day of each month to the City Treasurer, County Treasurer, State Administration of 
Justice funds, and other agencies that were due fines, costs, or fees assessed and 
collected by the Court.  Additionally, the Court had $125,629 in outstanding checks 
recorded in Contexte that were over one year old as of December 31, 2022. 

 The Court did not furnish the presiding judge a monthly list of all installment 
payment accounts for which a payment had not been received within the past 30 
days. 

 Checks were not issued for all bond refunds entered into Contexte, and docket 
numbers were not entered on the checks that were issued. 

 Restitution, received as payable to third parties, was disbursed without proper 
documentation. 

Internal Control Deficiencies  

The Court failed to maintain adequate segregation of duties, including the following: 
 

 All accounting duties related to the depositing process and reconciliation of bank 
statements and journals were performed by the same employee. 

 The bank statements and reconciliations were not reviewed by someone other than 
the employee preparing and making deposits. 

 Access to bank statements, deposit slips, and undeposited funds (maintained in a 
safe in the Court office) was limited to one employee. 

 The District Judge’s signature stamp was not secured from other Court personnel, 
including the District Court Clerk. 

 City and Court management did not exercise proper oversight of fiscal operations of 
the Court or establish internal controls to adequately segregate duties among fiscal 
staff. 

 
RECOMMENDATIONS 
 
ALA staff recommend City and Court management, as well as the Council: 
 

 Increase and maintain knowledge, awareness, and performance of operations and 
fiscal oversight, accountability, and fiduciary responsibilities. 

 Develop and implement policies and procedures to ensure compliance with 
Arkansas District Court Accounting Law (Ark. Code Ann. § 16-10-209) and 
accepted accounting procedures. 

 Develop and implement policies and procedures to adequately segregate duties 
among fiscal staff to the extent possible. 

 Develop and implement policies and procedures to ensure settlements and 
disbursement of funds are accurate, timely, and adequately documented. 

Additionally, the District Court Judge should review unpaid installment payment accounts 
monthly and secure access to the signature stamp. 
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MANAGEMENT RESPONSE 
 
Management response is provided in its entirety in Appendix B. 
 
SUMMARY 
 
Review of District Court financial records revealed deficient internal control over the receipting, 
recording, and depositing of revenues.  Specifically, noncompliance with Arkansas District 
Court Accounting Law and a lack of segregation of duties and fiscal oversight prevented 
management from detecting misappropriation of Court funds totaling $414,694. Custodian of 
these funds was District Court Clerk Megan (Maxwell) Goudy, whose employment was 
terminated on December 12, 2022.   
 
Goudy was charged with one count of theft of property, a class B felony, and eight counts of 
forgery, all class C felonies, on August 21, 2023. 
 
This report has been forwarded to the Second Judicial District Prosecuting Attorney and the 
Attorney General. 
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Selections from 2021 Audit Report  
Issued by Private Certified Public Accounting Firm 
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Appendix B (Continued) 
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Appendix B (Continued) 
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Appendix B (Continued) 
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