
W-2 Information for Employees 
 

 
This guide provides a simple description of each box and defines letter codes on the W-2. Brief 
instructions are included with the W-2; full instructions are available online at www.irs.gov. 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 

Box 1 - Wages subject to Federal Income Tax Withholding 
●​ Pre-tax deduction amounts for Retirement, Section 125 medical, dental, etc., reduce the 

amount in this box because those deductions are not taxable for Federal Withholding. 
●​ It is common for box 1 to be less than boxes 3 and 5 if the employee contributes to a 

retirement plan.  
 
Box 2 - Federal Income Tax withheld during the year 

●​ This amount is determined by the elections on Form W-4 and any additional 
withholding.  

●​ If employees file their personal tax return and find that they either owe or are getting a 
large refund, they can complete a new Form W-4 to adjust their withholding as needed. 

 
Box 3 - Wages subject to Social Security 

●​ Pre-tax deduction amounts for Section 125 medical, dental, etc., reduce the amount in 
this box because those deductions are not taxable for Social Security.  

●​ Wage Base: There is an annual wage base limit for Social Security. For highly 
compensated employees who have earned more than the current wage base limit, box 
3 will “cap” at the wage base limit for the current year. See the SSA website for the 
current year’s limit. 
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Box 4 - Social Security tax withheld for the year 
●​ Social Security tax is calculated based on a fixed rate of 6.2%.  
●​ Non-tipped employees: the amount equals the amount in box 3 times 6.2%. 
●​ Tipped employees: the amount equals (box 3 + box 7) multiplied by 6.2%. 

 
Box 5 - Wages subject to Medicare 

●​ Pre-tax deduction amounts for Section 125 medical, dental, etc., reduce the amount in 
this box because those deductions are not taxable for Medicare.  

●​ Wage Base: Unlike Social Security, there is no wage base limit for Medicare. Therefore, 
the amount in box 5 may be larger than the amount shown in box 3.  
 

Box 6 - Medicare tax withheld for the year 
●​ Medicare tax is calculated based on a fixed* rate of 1.45%.  
●​ For most taxpayers, the amount in box 6 equals the amount in box 5 times 1.45%.  
●​ *For employees earning over $200,000 a year, there is an additional .9% in Medicare 

tax calculated for wages in excess of $200,000.   
 
Box 7 - Tips reported for the employee 

●​ Tips the employee reported even if there weren’t enough employee funds to collect the 
Social Security tax for the tips.  

●​ Tips reported in box 7 are also reported in boxes 1 & 5. 
 
Box 8 - Allocated tips 

●​ Used only by large food and beverage establishments to show tips allocated to the 
employee.   

●​ These amounts are not included in boxes 1, 3, 5, & 7. 
 

Box 10 - Dependent Care Benefits 
●​ This amount includes the total dependent care benefits the employer paid to you or 

incurred on your behalf (including amounts from a section 125 cafeteria plan). 
●​ Any amount over $5,000* is also included in box 1. *Amount subject to change each 

year. 
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Box 11 - Nonqualified Plans  

●​ The purpose of box 11 is for the SSA to determine if any part of the amount reported in 
box 1 or boxes 3 and/or 5 was earned in a prior year.  

●​ The SSA uses this information to verify that they have appropriately applied the Social 
Security earnings test and paid the correct benefits. 

 
 
 
 

Box 12 - Various codes, 
taxability varies.  

●​ Various codes, the 
taxability varies 
depending on the 
reported type.  

●​ A complete list of codes 
shown in box 12 is 
available in the IRS 
instructions for Form 
W-2. 

 
 

 
 
 
 
 
 
 
Box 13 - Statutory Employee, Retirement Plan, and Third-Party Sick Pay boxes 

●​ Statutory Employee: Employee whose earnings are subject to Social Security and 
Medicare taxes but not federal income tax withholding. 

●​ Retirement Plan: Checked if the employee was an active participant in various 
retirement plans for any part of the year. See the IRS Form W-2 Instructions for a 
complete list. 

●​ Third-Party Sick Pay: Checked if the employer reports sick pay payments to the 
employee paid by a third party. 
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Box 14 - Other (Optional) 

●​ Used for any other information to provide to the employee, labeled as the employer 
directs.  Ask your employer if you need clarification on the labels or abbreviations in 
box 14. 

○​ Examples: State disability insurance withheld, union dues, uniform payments, health 
insurance premiums, nontaxable income, educational assistance payments, minister's 
parsonage allowance, nonelective employer contributions made on behalf of an employee, 
employee voluntary after-tax contributions, required employee contributions, and employer 
matching contributions. See full details in the IRS Form W-2 Instructions. 

●​ Self-Employed Income & Paid Leave: Instructions for Form 7202 on page 5 (if 
applicable) 

 
Box 15 - State / Employer’s State ID number 
●​ Two-letter state abbreviation and employer’s ID number assigned by the state. 
 
Box 16 - State Wages, Tips, etc. 
●​ Subject state wages, tips, etc., reported for the employee 
●​ Pre-tax deduction amounts for Retirement, Section 125 medical, dental, etc., will reduce 

the amount in this box when the deductions are not taxable for state withholding. 
 
Box 17 - State Income Tax 
●​ State Income Tax withheld from the employee’s pay 
 
Box 18 - Local Wages, Tips, etc. 
●​ Subject local wages, tips, etc., reported for the employee 
●​ Pre-tax deduction amounts for Retirement, Section 125 medical, dental, etc., will reduce 

the amount in this box when the deductions are not taxable for local withholding. 
 
Box 19 - Local Income Tax 
●​ Local Income Tax withheld from the employee’s pay 
 
Box 20 - Locality Name 
●​ Name (full or abbreviated) of the local applicable to the employee’s wages and income 

tax withholding. 
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