
Twelve Steps to a Life of Financial Peace 

 
Step 5: Building the Foundation – Preparing for Emergencies 

“Stuff happens!”  Anonomous 

  

 We cannot predict what will happen to us in our financial lives or when.  

However, we can be sure of this: stuff does happen.  We will always be 

disappointed and probably upset when bad things happen.  The difference 

between the average person who becomes very stressed over these things and the 

person with true financial peace is how they have prepared for the event.  Does it 

not make sense to plan for those things that we are quite sure are going to happen?  

Which situation would you rather find yourself in? 

 Situation 1:  The air conditioning unit just quit on your home and it is 

July 10
th

.  Obviously, you are not going to just wait until you can save up the four 

thousand dollars it is going to cost to replace it.  So, you frantically check your 

available balances on your credit cards and find one you can use.  You call the 

repair company and make the arrangements.  The unit gets replaced and you are 

cool again, at least physically.  Now you have to figure out how to pay off the 

balance.  If you are like most people, you will only pay minimum payments.  It 

will only take you fifteen to eighteen years to pay it off.  Do you think you might 

experience another “emergency” or two before that time is up? 

 Situation 2:  The air conditioning unit just quit on your home and it is 

July 10
th

.  You get on line and transfer the four thousand dollars from savings to 

checking and write a check to pay the repair company.  Over the next several 

months you budget to replace the funds in your savings account.  Sure, you are 

disappointed that it happened but not really surprised.  It was not really a financial 

setback, because you knew it was coming and had planned for it.   

 So, which situation would you prefer to be in?  If you picked Situation 2, 

read further.  If you picked Situation 1, you can stop now.  You are so far gone 

there is nothing I can do to help you.   

 If we know that a certain amount of stuff is going to happen to us, why do 

we not plan for it and make provisions for it?  The answer to that question is quite 

simple.  This would require delayed gratification.  We will not be able to buy the 

things we want or do the things we want to, because we are allocating dollars 

from our budgets every month toward saving to build this reserve.  In order to 

overcome this attitude, we have to become deadly serious about doing something 

different.  Remember; we do not get extraordinary results in any area of life by 

just doing the ordinary (what everybody else is doing).  Normal in America today 

is to be broke and in debt.  Do you want to be normal? 

 If not, the first step is to set a goal.  If you have already completed Step 4 

of this series and have eliminated all of your debt but your mortgage, then you 

should build a full emergency reserve.  That means you are going to put away 



four to six months of you household expenses in reserve.  This reserve will allow 

you to have the peace of mind that whatever comes your way; you should be able 

to handle it.  If you are fortunate enough to never have a major setback, like 

losing your job for an extended period of time, then the excess balance in your 

emergency reserve will contribute to your retirement plans.   

 If you still have consumer debt (yes, this does include car loans), you will 

establish your reserve in stages.  First, establish a goal to have a few thousand 

dollars in savings.  You can make minimum payment on your debt while you are 

doing this.  I would even recommend reducing the 401(k) contribution or shutting 

it off temporarily, if necessary, to accomplish this.  Once this savings if funded, 

go back to work full scale on the debt.  You will attack the emergency reserve full 

scale when the debt is paid.  In the meantime, you have a small emergency 

reserve to take care of those things that come up while you are paying off the 

debt.  If you have to use it for something, go back to building the reserve back up 

again.   

 Always keep in mind that this is a reserve for emergencies and not a long-

term investment.  Therefore, you do not want to put it at risk in any investment 

markets.  It just stays in savings making little or no interest until you need it.  If 

you have it invested, you can almost guarantee that the accounts will be down 

when you need the money.  That certainly would not lead to less financial stress.   

 Dennis J. Rogers, CPA, CFP® is a Registered Principal offering securities and 

advisory services through United Planners Financial Services. Member FINRA/SIPC. 

Rogers & Kirby and United Planners Financial Services are not affiliated. He is a 

partner in a financial advisory practice in Phoenix that focuses on helping clients make 

smart decisions about their money based on their personal core values. He can be 

reached at dennis@rogerskirby.com or 602-748-1900. 
 

   


