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Establishing an 

Emergency Fund



Importance of Having an Emergency Fund

*Source: Employee Benefit Research Group
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Emergency Savings

• An emergency fund is essentially money that's been 

set aside to cover any of life's unexpected events

• Should be able to access quickly and easily if an 

unfortunate event occurs 

• Ideally should be a fund separate from other things 

you are saving for such as retirement, a down 

payment on a house or paying off debt
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How Much Should You Save?
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3mo

6mo

9mo

• Single

• No dependents

• Renter

• Back up support available 

(ex: parents) 

• Applies to the majority of people 

• Single or Married 

• Dependent(s)

• Mortgage

• Steady income 

• Single or Married 

• Dependent(s)

• Mortgage

• Self employed



Other Important Considerations
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Emergency Fund 

Best Practices



Don’t Touch!

• Should be accessible on short notice

• But not so convenient you’re tempted to 

spend it elsewhere

• Consider keeping it in an account at a 

completely separate bank, or in a money 

market fund so it accrues interest 
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Consider Your Spending Habits

When considering a purchase with 

emergency funds, ask yourself:
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Ask Yourself

1.Is this unexpected?

2.Is it necessary?

3.Can it wait?
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Unplanned Income

Pay raise

Tax refund

Inheritance
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Other Sources of 

Emergency Savings



What is a 457 Supplemental Savings Program? 

• Voluntary program in which a portion of your salary is 

deposited into an invested account that you manage

• Benefit is based on the total amount of money in 

your account 

• Available for you to use, penalty-free, once you leave 

employment, regardless of your age

• Employer adoption is necessary to enroll
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457 Hardship Withdrawal Feature

• Some 457 programs offer an emergency 

withdrawal option in the event of a severe 

financial hardship

• Unlike a loan, you do not have to pay back an 

emergency withdrawal
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Individual Retirement Account (IRA)

• An IRA is a tax-advantaged individual retirement 

account

• MERS IRA is available to ALL current and former 

employees (and their spouses) of municipalities 

with a MERS retirement product

– 401(a) Plan (Defined Benefit, 

Defined Contribution & Hybrid)

– 457 Program

• No employer adoption required
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IRA Options
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Two types of IRAs

ROTH TRADITIONAL



Flexible Savings Option

• Both Roth and Traditional IRAs allow you to withdraw 

money for qualified expenses:

Education expenses for you, your spouse, your 
child or grandchild

Buying or building your first home (up to $10,000)

Unreimbursed medical expenses

• There is no penalty for withdrawing money for qualified 

expenses, although you may be required to pay 

income tax
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Why Choose a Roth IRA?

Tax-free Earnings

Emergency savings

Estate planning
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457 Program

• Enrollment is easy with 

MERS 457 Quick 

Enrollment Form

• Complete form and 

return to your employer

• Form is available online 

at www.mersofmich.com
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IRA

• Submit a request to receive 

a MERS IRA application at 

www.mersofmich.com
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Contacting MERS of Michigan

MUNICIPAL EMPLOYEES’ 

RETIREMENT SYSTEM

1134 Municipal Way

Lansing, MI 48917 

800.767.MERS (6377)

www.mersofmich.com

This presentation contains a summary description of MERS benefits, policies or procedures. MERS 

has made every effort to ensure that the information provided is accurate and up to date. Where the 

publication conflicts with the relevant Plan Document, the Plan Document controls.


