














flow through, Virginia allows a deduction equal
to two-thirds of the federal deduction. (Va. Code
§ 58.1-301 B.5)

99 Other (Attach Explanation)
Enter the amount of any other income not included
in federal adjusted gross income that is taxable in
Virginia. Attach an explanation of the addition.
Refer to the Form 760 instructions for further
information.

Determine the Participants’ Subtractions from Income:
Complete Lines 12 through 17. For each Line item,
enter the aggregate amount, computed by totaling the
amounts reported on the participants’ Schedules VK-1.
Multiply any amount reported in Column A by the Virginia
Apportionment Percentage, Line 2, and enter the result in
Column B. Only those subtractions that flow through from
the PTE to the participants and are allowed by Virginia in
the computation of individual income tax may be reported
on the unified return.

The subtractions applicable to individual income tax are
listed on Form 765 (Lines 12, 13, and 15) or reported
on Form 765 (Line 16) using the subtraction codes listed
below.

20 Income from Virginia Obligations
Enter the amount of income from Virginia
obligations included in your federal adjusted gross
income.(Va. Code § 58.1-322 C.2)

21 Federal Work Opportunity Tax Credit Wages
Enter the amount of wages or salaries eligible for
the Federal Work Opportunity Tax Credit that is
included in federal adjusted gross income. Do
not enter the federal credit amount.(Va. Code §
58.1-322 C.6)

41 Tobacco Settlement Fund Income
Enter the amount of payments received under
the Tobacco Master Settlement Agreement and
the National Tobacco Grower Settlement Trust
provided they have not been deducted for federal
tax purposes.(Va. Code § 58.1-322 C.27)

42 Gain on the Sale of Land for Open-Space Use
Enter the amount of any gain on the sale or
exchange of real property or an easement to real
property which results in the property or easement
being devoted to open-space use as defined in Va.
Code § 58.1-3230 for a period not less than 30
years. To the extent this subtraction is taken, no
tax credit for donating land for its preservation
shall be allowed for three years following the year

in which the subtraction is claimed. (Va. Code §
58.1-322 C.22)

51 Gains from Land Preservation
Enter the amount of gain or loss recognized on the
sale or transfer of a Land Preservation Tax Credit
that was included in federal adjusted gross income.
(Va. Code § 58.1-513(D))

52 Long-term Capital Gain

For taxable years beginning on or after January
1, 2011, enter any income taxed as a long-term
capital gain for federal income tax purposes, or any
income taxed as investment services partnership
interest income (otherwise known as investment
partnership carried interest income) for federal
income tax purposes. To qualify for this subtraction
, the income must be attributable to an investment
in a “qualified business,” as defined in Va. Code
§ 58.1-339.4, or in any other technology business
approved by the Secretary of Technology, provided
the business has its principal office or facility in the
Commonwealth and less than $3 million in annual
revenues in the fiscal year prior to the investment.
The investment must be made between the dates
of April 1, 2010, and June 30, 2013. No taxpayer
who has claimed a tax credit for an investment
in a “qualified business” under Va. Code § 58.1-
339.4 shall be eligible for this subtraction under
this subdivision for an investment in the same
business. (Va. Code 58.1-402 C.24)

99 Other (Attach Explanation)
Enter the amount of any other subtractions
from federal adjusted income as allowed for
Virginia individual income tax purposes. Attach
an explanation and supporting documentation
for each subtraction. Refer to the Form 760
instructions for further information.

Step 3
Complete Form 765, Page 1, Lines 1 through 17. Lines
not listed below are explained on Form 765.

Line 6 Amount of Tax: Use the amount on Line 5,
Virginia Taxable Income, to compute the tax amount as
follows:

If Line 5 is not over $3,000, the tax is 2% of Line 5.

If Line 5 is over $3,000 but not over $5,000, the tax is $60
plus 3% of the excess over $3,000.

If Line 5 is over $5,000 but not over $17,000, the tax is
$120 plus 5% of the excess over $5,000.

If Line 5 is over $17,000, the tax is $720 plus 5.75% of
the excess over $17,000.
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Tax tables can be downloaded at
www.tax.virginia.gov.

Line 7 Estimated Payments: Enter the total of the
estimated tax payments, if any, made by the PTE on behalf
of the participants.

Line 8 Extension Payment: Enter the extension payment,
if any, made by the PTE on behalf of the participants.

Line 9 Total Credits: Attach a completed Schedule CR
and all required documentation. Refer to the Schedule
CR instructions for details and read the section in these
instructions titled What Forms and Schedules to Use.
If the total of all credit amounts claimed on Schedule CR
exceeds the amount of tax reported on Form 765, Part 1,
Line 6, enter the amount of tax from Line 6.

Line 13 Overpayment Credited to Next Year: Enter the
amount of overpayment the PTE would like credited to
next year’s estimated taxes.

Line 15a Addition to Tax: An addition to tax is not owed
if:

e All estimated tax payments for the taxable year were
made timely;

e The amount, if any, on Form 765, Line 11, is less than
$150; and

e Total estimated payments were at least 90% of the
unified filers” 2011 tax liability after nonrefundable
credits or 100% of the 2010 tax liability after
nonrefundable credits.

Use Form 760C to compute the Addition to Tax, if
applicable. Be sure to check the box in the upper left corner
of Form 765 if Form 760C is attached.

Line 15b Late Filing Penalty or Extension Penalty:

Late Filing Penalty. If a tax due return is filed after the
extended due date, it is subject to a late filing penalty. The
penalty is 30% of the tax due.

Extension Penalty. If the return is filed on or before the
extended due date, an extension penalty is assessed if the
tax due (Form 765, Line 11) is greater than 10% of the tax
amount (Form 765, Line 6). The extension penalty is 2%
per month or part of a month from the original due date
of the return until the date the tax is paid. The maximum
extension penalty is equal to 12% of the tax due. If a tax
due return is submitted after the extended due date, the
extension is invalid and the Late Filing Penalty is assessed.

NOTICE: A Late Payment Penalty may be assessed if a
tax due return is filed and full payment is not made when
the return is filed. The Late Payment Penalty is 6% per
month or part of a month during which any tax due amount
remains unpaid, not to exceed 30%. For any month that
the Late Filing Penalty applies, the Late Payment Penalty
will not apply. The total of any Late Filing Penalty and
Late Payment Penalty cannot exceed 30% of the tax due.

Line 15c¢ Interest: If a tax due return is filed after the
original due date, interest is assessed on the amount of tax
due from the original due date to the date the return is filed.
Interest is assessed even if the return is submitted by the
extended due date. To obtain the daily interest factor, visit
www.tax.virgina.gov or call (804) 367-8031.

Line 17 Refund: Refunds are paid to the PTE, except
that (1) the Department may apply the overpayment to
any outstanding amounts related to unified returns filed
by the same PTE, without regard to the identities of the
participants; and (2) an overpayment may be applied to the
estimated tax for the following tax year.

Step 4

Complete Schedule L, List of Participants (see instructions
for Schedule L on page 3 under the heading “What Forms
and Schedules to Use”). Schedule L is a required attachment
and must include the name, home address, Social Security
Number, allocation percentage and guaranteed payment
amount of each participant.

Step 5
Assemble the unified return as follows:
e Form 765, Unified Return

e Schedule CR, Credit Computation Schedule, if
applicable, along with all supporting documentation
and the carryover reconciliation

e Schedule L, List of Participants

For a tax due unified return, make the check payable to the
Virginia Department of Taxation and staple to the front left
of the return.

Mail the return to:

Virginia Department of Taxation
P.O. Box 760
Richmond, VA 23218-0760
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