
Twelve Steps to a Life of Financial Peace 

 
Step 3: Determine Your Current Financial Reality 

“Knowledge must come through action; you can have no test which is not 

fanciful, save by trial.”  Sophocles (496 BC - 406 BC), Trachiniae 

  

 In order to successfully navigate a course to a destination, it is critical to 

know what your starting point is.  In the first two steps you discovered what is 

truly important to you and have given consideration to what, if any, kind of help 

you need.  Now, we will turn to the hard work of understanding your current 

financial reality. 

 The work part of this is taking the time to gather all of your financial 

information.  And, I do me ALL of it.  You will need to get copies of your last tax 

returns, paycheck stubs, investment statements (stocks, mutual funds, IRA’s, 

401(k)’s), insurance policies and statements, wills and/or trust documents and 

anything else you have that involves money.  Check the resources section of our 

web site (www.rogerskirby.com) if you would like a fairly comprehensive 

checklist. 

 Once you have all of this information together, take four blank sheets of 

paper.  Write one of the following titles on each of the separate sheets: 

“Emergency Reserve”, “Growth”, “Debt”, and “Risk Management”.  You will use 

these sheets to accumulate information from your financial documents.   

 The Emergency Reserve sheet will contain a listing of all of your savings 

accounts that are set aside for emergencies.  These will be savings and money 

market accounts or CD’s.  These are the funds that are set aside only for serious 

emergencies, such as the loss of a job or a disability.   This is the money you 

would use to meet insurance deductibles, fix a leaky roof, meet expenses between 

jobs, or bail a friend out of jail.   

 The Growth sheet will be where you write down all of the accounts, 

which are to fund future goals.  It does not matter how these are invested.  If their 

purpose is to fund something in the future, they should be on this sheet.  Write 

down the name of the investment, where it is held, the type of account (IRA, 

401(k), brokerage account, etc.), the current balance and the current yield (if there 

is one).  This sheet will not include the value of your personal residence, although 

it will include the value of any investment real estate you own.  

 The Debt sheet will include any financial obligations you have.  This 

includes credit cards, installment loans, car loans (yes, payment obligations on 

leases are included too), and mortgages (including your personal residence).  List 

the name of the person or company you owe, the current balance, the minimum 

payments, and the interest rate on the sheet.  Also, make a note of how many 

more payments you will have at the current payment level.   



 The Risk Management sheet will be used to list all of your insurance 

policies.  Be sure to include; life insurance, disability income, health, 

homeowners’, automobile, long term care, umbrella liability, and any other 

policies you have.  Write out the company, amount of coverage, annual 

premiums, and any basic coverage details that apply.   

 Now that you have all of this information written on the separate sheets, 

you will transfer the totals to a summary sheet.  Prepare a separate sheet and write 

a line halfway across it horizontally and another one half way across vertically.  

This will give you a single sheet with four quadrants.  Write the title of each of 

the four separate sheets, one in each quadrant.  Under each of the four titles in 

each of the quadrants, write the captions; “Now”, “Want to Be”, and “Action”.  

Now, transfer the totals from each of first three sheets to the appropriate quadrant 

on the summary sheet under the “Now” section. 

 In future articles we will discuss how to perform the calculations needed 

to determine what should be in the “Want to Be” columns.  This will involve 

applying financial principles and guidelines and establishing the appropriate 

variables for your unique situation.  You will then begin to bridge the gap 

between the “Now” and the “Want to Be” with specific financial strategies, or 

“Actions”.  Keep these sheets along with all of the other financial documents you 

have gathered, so they are available as you build your specific financial plan. 

 With the steps we have taken so far, we have begun to clear the land for 

the foundation to be laid in your financial plan.  Next we will begin building the 

foundation.  Then, we will begin to develop specific written goals to work toward.   
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