
INDIVIDUAL INCOME TAX 
 

Form 1040ME, Schedule ETM 
 
 

For Calculating the Income Modifications for Tribal Members Residing on 
Tribal Land with Income from Sources on Tribal Land 

 

 

GUIDANCE DOCUMENT 
Maine Revenue Services, Income/Estate Tax Division 

 
Revised: December 2024 



Form 1040ME, Schedule ETM Guidance – Page 2 of 11 

Form 1040ME, Schedule ETM 
For Enrolled Tribal Members in Maine 

Schedule for Calculating Form 1040ME, Schedule 1A, line 10 and 
Form 1040ME, Schedule 1S, line 25 

 
Note: Unless otherwise indicated, line references to forms in this guidance document are to tax year 2024 forms. 
 
 

General Information 
 
For purposes of the Maine individual income tax, an enrolled tribal member residing on tribal land in Maine may, 
for taxable years beginning on or after January 1, 2023, reduce Maine taxable income by income derived from or 
connected with sources on tribal land.  A tribal member may also be subject to an income addition modification 
if the amount derived from or connected with sources on tribal land is a loss.  Both the reduction, through an 
income subtraction modification, and the income addition modification are calculated on Maine Form 1040ME, 
Schedule ETM.   
 
For more information, see 36 M.R.S. §§ 5122(1)(PP), 5122(2)(ZZ), and 5132; Maine Revenue Services (“MRS”) 
Rule 825; and the “Tribal Member Residing on Tribal Land” guidance document.   
 
See the Maine website for:  
 
 Maine tax laws (Title 36) are available at: legislature.maine.gov/legis/statutes/36/title36ch0sec0.html 
 MRS Rules are available at: maine.gov/revenue/publications/rules 
 Maine income tax guidance documents are available at: maine.gov/revenue/taxes/income-estate-

tax/guidance-documents 
 Maine tax forms are available at: maine.gov/revenue/tax-return-forms.   

 
For additional assistance, email MRS, Income/Estate Tax Division at income.tax@maine.gov. 
 
A tribal member residing on tribal land who has income derived from or connected with sources on tribal land 
may claim the income subtraction modification under 36 M.R.S. § 5122(2)(ZZ) to exclude the income from Maine 
taxable income.  A tribal member who realizes negative income (a loss) derived from or connected with sources 
on tribal land is subject to the income addition modification under 36 M.R.S. § 5122(1)(PP).  The modification 
(subtraction or addition) is calculated on Form 1040ME, Schedule ETM.  If married, either spouse, or both 
spouses, may be eligible for, or subject to, the income modifications described in this document if either, or both, 
meet the requirements of 36 M.R.S. §§ 5122(1)(PP), 5122(2)(ZZ), and 5132. 
 
For purposes of this guidance document, the following terms have the following meanings: 
 

“Enrolled member” means an individual who is enrolled with, and appears on the tribal membership roll 
of, the Houlton Band of Maliseet Indians, the Passamaquoddy Tribe, or the Penobscot Nation.  
Membership rolls of enrolled members are in the possession of, and maintained by, the Houlton Band of 
Maliseet Indians, the Passamaquoddy Tribe, and the Penobscot Nation. 
 
“Tribal land” means land within the Houlton Band Trust Land, the Passamaquoddy Indian territory, or 
the Penobscot Indian territory. 
 

https://legislature.maine.gov/legis/statutes/36/title36ch0sec0.html
http://maine.gov/revenue/publications/rules
http://maine.gov/revenue/taxes/income-estate-tax/guidance-documents
http://maine.gov/revenue/taxes/income-estate-tax/guidance-documents
http://maine.gov/revenue/tax-return-forms
mailto:income.tax@maine.gov
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“Tribal member” means an enrolled member of the Houlton Band of Maliseet Indians, the 
Passamaquoddy Tribe, or the Penobscot Nation. 
 
“Tribal member residing on tribal land” means, in general terms, a tribal member who is domiciled on 
tribal land, even if domiciled on tribal land of a tribe of which the tribal member is not a member.  A tribal 
member residing on tribal land also includes a tribal member who is not domiciled on tribal land but who 
maintains a “permanent place of abode” on tribal land and spends more than 183 days during the taxable 
year on tribal land.  Certain exceptions apply, such as, for example, a tribal member that spends significant 
time during the taxable year outside tribal land.  Other criteria may apply.  See 36 M.R.S. § 5102(5-A) 
and the “Tribal Member Residing on Tribal Land” guidance document for more information. 

 
36 M.R.S. §§ 111 and 5102 and MRS Rule 825 provide more complete definitions for the terms listed above and 
also provide definitions for other relevant terms, including “Houlton Band of Maliseet Indians,” “Houlton Band 
Trust Land,” “Passamaquoddy Indian territory,” “Passamaquoddy Tribe,” “Penobscot Indian territory,” and 
“Penobscot Nation”. 
 
 

Calculating the Maine Income Modifications 
for Income from Sources on Tribal Lands 

 
The income modification (subtraction or addition) is equal to the tribal member’s Maine adjusted gross income 
derived from or connected with sources on tribal land.  Use Form 1040ME, Schedule ETM to calculate the amount 
of the income modification.   
 
The tribal member’s Maine adjusted gross income derived from or connected with sources on tribal land is 
equal to the sum of the following: 
 
 The net amount of items of income, gain, loss, and deduction entering into the tribal member’s federal 

adjusted gross income that are derived from or connected with sources on tribal land (see below*); 
 
Plus or minus 
 

 The income modifications under 36 M.R.S. § 5122, subsections 1 and 2 (other than the income 
modifications under 36 M.R.S. §§ 5122(1)(PP) and 5122(2)(ZZ)) attributable to any item of income, gain, 
loss, and deduction derived from or connected with sources on tribal land, including, but not limited to: 

 
o Modifications attributable to the tribal member’s distributive share of partnership, limited liability 

company, and pro rata share of S corporation income, gain, loss, and deduction derived from or 
connected with sources on tribal land. 
 

o Modifications attributable to income and deductions of an estate or trust derived from or connected 
with sources on tribal land, but only to the extent that the modification is allocated to the tribal 
member as a beneficiary.  Allocations to beneficiaries of an estate or trust are generally equal to 
the proportion of each beneficiary’s share in the distributable net income of the estate or trust. 

 
*The net amount of items of income, gain, loss, and deduction entering into the tribal member’s federal adjusted 
gross income that are derived from or connected with sources on tribal land (i.e., the amounts generally reported 
in Column C of Form 1040ME, Schedule ETM) include the following: 
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 The tribal member’s compensation for personal services performed on tribal land, including wages, 
salaries, taxable benefits such as annual and sick leave, commissions, fees, payment in kind, and gains 
from certain stock options and stock purchase plans; 
 

 The tribal member’s unemployment compensation derived from employment on tribal land; 
 

 The tribal member’s income derived from the ownership or disposition of real or tangible personal 
property located on tribal land; 
 

 The tribal member’s proceeds from gambling activity conducted on tribal land or lottery tickets purchased 
by the tribal member on tribal land, including payments received from a third party for the transfer of the 
rights to future proceeds related to the gambling activity or lottery tickets, except that proceeds from Maine 
State Lottery tickets or payments received from a third party for the transfer of the rights to future proceeds 
related to Maine State Lottery tickets are not income derived from or connected with sources on tribal 
land; 
 

 The tribal member’s gain or loss on the sale of a partnership interest sourced to tribal land, generally 
calculated by multiplying the gain or loss by the ratio obtained by dividing the original cost of the 
partnership’s tangible property located on tribal land by the original cost of the partnership’s tangible 
property everywhere, determined at the time of sale.  Certain exceptions apply; 
 

 The tribal member’s distributive share of partnership, limited liability company, and pro rata share of S 
corporation income and deductions derived from or connected with sources on tribal land that enter into 
the calculation of the tribal member’s federal adjusted gross income.  If the partnership, limited liability 
company, and S corporation conducts business activity on and off tribal land, the income of the business 
derived from or connected with sources on tribal land must be determined by applying an apportionment 
ratio equal to the property factor plus the payroll factor, divided by 2.  Generally, the property factor is 
the ratio determined by dividing the average value of property owned or rented and used on tribal land 
divided by the average value of all property owned or rented and used by the business entity during the 
tax period.  Generally, the payroll factor is the ratio determined by dividing the total amount paid by the 
business entity for compensation for personal services performed on tribal land by the total amount paid 
by the business entity for compensation for personal services performed everywhere during the tax period.  
An alternative apportionment method may be required, or may be requested, in certain unique situations; 
 

 The tribal member’s share of estate or trust income and deductions derived from or connected with sources 
on tribal land; 
 

 The tribal member’s capital losses, net long-term capital gains, and net operating losses that are based 
solely on income, gains, losses, and deductions derived from or connected with sources on tribal land 
determined in the same manner as the corresponding federal deductions; 
 

 The tribal member’s income from intangible personal property, such as annuities, dividends, interest, and 
gains from the disposition of intangible personal property, but only to the extent that the intangible income 
is from property employed in a business, trade, profession, or occupation carried on within tribal land; and 
 

 Any other items of income, gain, loss, and deduction derived from or connected with sources on tribal 
land. 
 

Note:  MRS Rule 825, section .05 provides special sourcing rules for certain situations when a tribal member 
earns or derives income both on tribal land and elsewhere, such as, for example, when the tribal member is: 

 
o Unable to establish the exact amount of compensation earned on or derived from tribal land. 

 
o A salesperson or a person whose compensation is, in whole or in part, based on commissions. 
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o A professional athlete. 
 

o An entertainer. 
 
 

Instructions for Completing Form 1040ME, Schedule ETM 
 
Form 1040ME, Schedule ETM is a worksheet to assist tribal members who reside on tribal land to calculate the 
tribal member’s Maine adjusted gross income derived from or connected with sources on tribal land.  If the tribal 
member’s Maine adjusted gross income derived from or connected with sources on tribal land is negative for the 
taxable year, the amount is reported on Form 1040ME, Schedule 1A as an income addition modification.  If the 
tribal member’s Maine adjusted gross income derived from or connected with sources on tribal land is positive 
for the taxable year the amount is reported on Form 1040ME, Schedule 1S as an income subtraction modification. 
 
If married and filing a joint return, complete only one Form 1040ME, Schedule ETM for both you and your 
spouse as applicable.   
 
 File Schedule ETM only if you (and/or your spouse, if married) are a tribal member residing on tribal land who 
has received income derived from or connected with sources on tribal land. 
Complete Form 1040ME, Schedule ETM in the following order:  
 
 Column A, lines 1 through 4. 

 
 Column B, lines 1 through 4. 

 
 Column C, lines 1 through 5.   

 
Report in column A your total income (except taxable refunds of state and local taxes) and adjustments as 
reported on your federal return, then enter the total Maine income modifications that apply.   

 
Report in column B the amounts in column A that are attributable to all the income of a non-tribal member 
plus the income of a tribal member that is only derived from or connected with sources off tribal land.   

 
Enter in column C the amounts in column A that are attributable to the income of a tribal member derived 
from or connected with sources on tribal land.   

 
The total of the amounts in columns B and C for each line should equal the total of the amount for that line in 
column A. 

 
Form 1040ME, Schedule ETM, line 5. If the amount calculated on Form 1040ME, Schedule ETM, column C, 
line 5 is negative, report the amount on Form 1040ME, Schedule 1A, line 10 as an income addition modification.  
If the amount calculated on Schedule ETM, column C, line 5 is positive, report the amount on Form 1040ME, 
Schedule 1S, line 25 as an income subtraction modification. 
 
Complete and file Form 1040ME.  As applicable, complete all other lines on Form 1040ME, Schedule 1A and 
Schedule 1S.  Enter Form 1040ME, Schedule 1A, line 12 on Form 1040ME, line 15a and enter Form 1040ME, 
Schedule 1S, line 27 on Form 1040ME, line 15b.  File your completed Form 1040ME with MRS and attach, as 
applicable, Schedule 1A, Schedule 1S, and Schedule ETM.  See sample Form 1040ME on pages 6 through 11 
below. 
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Sample 2024 Form 1040ME, Schedule 1S, and Schedule ETM 
 
Attached below is a sample 2024 individual income tax return for a tribal member who resided and worked on 
tribal land for part of the tax year.  Maine tax law, MRS Rule 825, this guidance document, and the instructions 
for Form 1040ME are used to complete the Maine income tax return for the tribal member taxpayers (the 
Andersons) based on the information below: 

 
 Joseph and Darcy Anderson are both tribal members.  Joseph works as an engineer for a construction 

business.  Effective August 1, 2024, Joseph was transferred by Joseph’s employer from an office in 
Brunswick, Maine to an office on tribal land in eastern Maine.  As a result of the transfer, Joseph and Darcy 
moved from Brunswick, Maine to a location on tribal land on August 1, 2024.  After moving to the location 
on tribal land, Darcy got a job as a medical technician in a health care facility located on tribal land. 

 
 In 2024, Joseph earned a total of $180,585 in wages from the construction company, of which $110,470 

was earned at the office in Brunswick, Maine and $70,115 was earned at the office on tribal land.  Darcy 
earned $85,000 from a job at the health care facility on tribal land.  From Joseph’s pay earned in 
Brunswick, $4,600 was withheld for Maine income tax.  Darcy had $0 withheld because this income was 
earned on tribal land.  The Andersons had $700 in interest income throughout the year, plus $200 U.S. 
Government bond interest.  (Note:  Income from intangible property, such as interest on investments, is 
sourced to tribal land only if the intangible property is employed in a business, trade, profession, or 
occupation carried on within tribal land.)  

 
 The Andersons filed a married joint federal income tax return for 2024 and reported federal adjusted gross 

income of $262,985, which included federal income adjustments of $3,500. 
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