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T R A N S I T I O N  F R O M  T E E N A G E R  T O  A D U L T  



A 401(k)  is  a ret irement savings account offered

through employers.  I t  al lows you to save and

invest a port ion of your paycheck,  with tax

advantages.

Two Main Types:

Traditional 401(k):  Pre-tax contributions,

lowers taxable income today.  Pay taxes later in

retirement.

Roth 401(k):  After-tax contributions.  Pay taxes

now, but withdrawals in ret irement are tax-

free.

💡  Interact ive Prompt:  Would you rather lower your

taxes now (Tradit ional)  or never pay taxes in

ret irement (Roth)?  Write your choice

___________________________________________________

___________________________________________________

___________________________________________________

What is a 401(k)?



Wealth Growth: Investments grow through

compound interest.

Employer Match: Free money your company

contributes to your account.

Tax Advantages:  Either upfront or in

retirement.

Security:  Social  Security alone won’t  cover al l

expenses.

📊  Visual Example – Compound Growth

Start  saving $200/month at age 22 →

~$750,000 by 65.

Wait  unti l  age 32 →  ~$335,000 by 65.

That ’s  a $415,000 difference just  by start ing

earl ier.

💡  Interact ive Prompt:  How old are you now? I f  you

invested $100/month for 20 years,  how much do you

think i t  could grow?  

___________________________________________________

___________________________________________________

___________________________________________________

WHY IS A 401(K) IMPORTANT?



Through Your Employer:  Ask HR if  they offer

one and how to enrol l .

Self-Employed? Open a Solo 401(k) .

Enrollment:  Decide what % of your paycheck

you’ l l  contribute.

Investments:  Choose from options l ike index

funds or target-date funds.

💡  Worksheet:  

Employer:

__________________________________________________

Does your company offer a 401(k)?  Yes /  No

I f  yes,  how much can you contribute? __________________

HOW TO OBTAIN A 401(K)



Not everyone can immediately start  a 401(k) .  There

are rules set by the IRS and employers.

Eligibil ity Requirements:

Age: Many plans require you to be at least 21 years

old.

Work:  Employers may require 1 year (1,000 hours)

of service.

Part-Time Workers:  As of  2024,  i f  you work 500+

hours for 3 consecutive years,  you may qual i fy.

Contribution Requirements:

Limits (2025):  $23,000 per year (under 50).  $30,500

if  50+ (catch-up contributions) .

Employer Match Rules:  Must contribute a minimum

% to get the match (varies) .

Vesting:  You always own your contributions;

employer contributions may vest over t ime.

Withdrawal Requirements:

59½: Withdrawals without penalty.

RMDs: Must start  at  73 for Tradit ional  accounts.

Early Withdrawals:  Usual ly taxed + 10% penalty

unless exception appl ies.

💡  Act iv i ty :  Which requirement would impact you the

most — Age,  Years Worked,  Contribution Limits,  or

Vesting? Write here:  ___________________________________

REQUIREMENTS FOR A 401(K)



Match Example:  Employer matches 3% if  you

contribute 3%.

Vesting:  Some require you to stay before

keeping employer funds.

Example:  Salary = $50,000.  You contribute 5%

($2,500).  Employer matches 3% ($1,500).  Total

= $4,000/year.

📊  Visual Table:  Show how a $1,500 match grows

to over $45,000 in 20 years.

💡  Act iv i ty :  I f  your salary is  $40,000 and employer

matches 4%, how much free money per year do

you get?

___________________________________________________

EMPLOYER CONTRIBUTIONS



Always contribute at  least enough for the match.

Increase contributions with raises.

Use low-cost index or target-date funds.

Let compound growth work — don’t  withdraw

early.

💡  Prompt:  What percentage of your paycheck could

you real ist ical ly  contribute today?

_____________________________________________________

GREAT WAYS TO LEVERAGE A
401(K)



Traditional 401(k):  Saves on taxes now.

Withdrawals taxed later.

Roth 401(k):  Pay taxes now. Withdrawals tax-free

later.

Contribution Limits (2025):  $23,000 /  $30,500

(50+).

📊  Visual Table:  Tradit ional  vs.  Roth — taxes now

vs.  later.

💡  Act iv i ty :  Which appeals more to you? Lower taxes

today or tax-free withdrawals later? Write here:

______________________________________________________

______________________________________________________

TAX BENEFITS



Standard (59½+):  Normal withdrawals.

RMDs:  Required at 73 (Tradit ional  only) .

Hardship Withdrawals:  Emergencies l ike

foreclosure or medical  bi l ls .

Loans:  Borrow from your account,  repay with

interest.

Early (<59½):  Taxed + 10% penalty unless

exception.

💡  Act iv i ty :  Which withdrawal option do you think is

safest? Which is  r iskiest? Write both below:

________________________________________________________

________________________________________________________

WITHDRAWAL OPTIONS



Not contributing enough to get the employer

match.

Cashing out when leaving a job.

Forgett ing about old accounts.

Investing too conservatively or too aggressively.

Ignoring fees.

💡  Act iv i ty :  Put a check by the mistake you think most

people make — and star the one you wil l  avoid.

COMMON MISTAKES TO AVOID



What if  I  leave my job?  →  Rol l  into a new

employer plan or IRA.

Can I  have both a 401(k) and an IRA?  →  Yes.

401(k) vs.  pension?  →  Pension = employer-

funded, 401(k)  = employee + employer.

What if  I  don’t pick investments?  →  Money may

sit  in cash,  growing l i tt le.

FAQS



1. Ask HR if  your job offers a 401(k) .

2. Enrol l  and contribute at  least up to the

employer match.

3. Decide Tradit ional  vs.  Roth.

4. Pick your investments.

5. Increase contributions yearly.

6. Avoid early withdrawals.

7. Review annual ly.

💡  Worksheet :

Employer offers 401(k)?  Yes /  No

Contribution %: ____________________________________

Employer Match %: _________________________________

Goal Contribution %: _______________________________

NEXT STEPS CHECKLIST



IRS 401(k)  Guide:  irs.gov

Investopedia 401(k)  Beginner ’s  Guide

Retirement Calculators:  F idel i ty ,  Vanguard,

NerdWallet

Books:  The Simple Path to Wealth by JL Col l ins,  I

Wil l  Teach You to Be Rich by Ramit Sethi

RESOURCES



This workbook is  for educational  purposes only.  I t  is

not f inancial  advice.  Information is  based on

research and best practices as of  2025.  Consult  a

l icensed f inancial  advisor for personal ized guidance.

DISCLAIMER



⚠️  Disclaimer:

This booklet is  for educational  and informational

purposes only.  I  am not a l icensed f inancial  advisor,

credit  counselor,  or attorney.  The information

shared here is  based on personal  experience,

research,  and general ly  accepted credit  pract ices.

While every effort  has been made to ensure

accuracy,  laws and f inancial  regulat ions may change

over t ime, and individual  c ircumstances vary.

Readers are encouraged to seek advice from a

qual i f ied f inancial  professional  before making

decisions regarding credit ,  debt,  or personal

f inances.

By using this workbook,  you acknowledge that the

author and publisher are not responsible for any

actions taken as a result  of  the information

provided.
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