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1.0 Preface

ACK•Now’s mission is to protect what the community loves about Nantucket. Our advocacy
eﬀorts focus on core challenges that result from decades of rapid growth: unbridled building
development, access to homes for residents, traﬃc, and congestion. We want to stimulate
thinking about these issues with the hope that voters will consider ways to implement
thoughtful solutions.
It's essential to acknowledge the island and the nation are facing tremendous uncertainty. The
summer of 2020 has been a challenge for people and businesses, given the island's reliance on
tourism and construction. We believe it's important to keep planning. If past patterns are
repeated, the recovery will only further exacerbate the challenges that come with continued
growth.
We intend to publish a series of white papers to begin discussions. This first one is about shortterm rentals and, in particular, the changes brought on by a growing number of investor-owned
properties and platforms like Airbnb. It's been a topic for years around the country and the
world. Although short-term rentals have been somewhat disrupted by travel restrictions in
diﬀerent parts of the country and the world, it remains a critical topic that needs attention. It
touches upon many critical issues, and the impacts on housing and local businesses are
serious concerns.
ACK•Now
Mailing Address:
PO Box 569, Nantucket, MA 02554
Oﬃce:
28B Easy Street, Nantucket, MA 02554
(508) 228-7500 info@acknow.org
www.acknow.org
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1.1 Background

It's easy to see why Nantucket has attracted so much investment over the years - it's beautiful,
full of history and culture, and attracts loyal, wealthy visitors. There are very few places like it.
Other forces have pushed money into real estate - low interest rates, easy access to money,
and a federal tax code that allows real estate investors to write-oﬀ property taxes, mortgage
expenses, and depreciate the value of the buildings and any improvements. Real estate has
been an investment class of choice, and Nantucket has been a hot spot. People and
companies can earn more on Nantucket than they could elsewhere. The impacts have been
significant. The excessive development and accompanying growth in activity challenge the
island's natural resources and water quality, perpetuate a housing crisis for year-round
residents and strain the island's aging infrastructure. The community is at a fork in the road,
asking itself which path to take and where it will lead. It's complicated. On the one hand, we
want a healthy economy that supports a sustainable island community. On the other, we want
to protect the island for future generations.
It's going to take a variety of measures to bring together a vision that will take back the island
and protect it from further damage. This white paper will hopefully lead to crafting solutions that
can work for Nantucket and have the island's future in mind. It all starts with a conversation.
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1.2 A fixture of Nantucket life.

Seasonal vacation rentals have been an essential part of the Nantucket experience for a long
time, but their scope and impact were generally consistent with community values. Like so
many Nantucket customs, they were born out of Yankee thrift, opportunity, and necessity. But
didn't they function more as recurring rentals for families staying for long vacations? Didn't
weekend visitors stay at hotels and inns?
Today, some island residents make ends meet by renting out a room, their home, or cottage
seasonally. For others, rental income in July or August makes owning a first or second home,
college tuition, or retirement savings possible. Still, others have family cottages they've rented
for generations. It's the way many summer residents get introduced to the island. In many
ways, the Nantucket we know would not exist without summer rentals.
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2.0 The rise of app-enabled short-term rentals.

In recent years though, the popularity of listing sites like Airbnb and HomeAway has
transformed the rental scene. These "app-enabled" short-term rentals (STRs) favor quick and
easy bookings with high turnovers and maximum profitability. If property owners choose,
reservations are instantly accepted, bypassing any guest vetting. It's more like the revolving
door of a hotel the size of an island. Nantucket Data Platform tells us there were roughly 1,935
short-term rentals listed online1 in 2019, while the state registry contains 1,970 rentals.2 The
State's list continues to grow as compliance improves. The actual number is likely higher. In
other words, around 20% of household units are being rented on a short-term basis in one way
or another.
There is hard evidence suggesting the "Airbnb eﬀect" is having negative impacts on housing
supply and cost, quality of life in neighborhoods, hospitality industry jobs, and more. The single
most significant concern is the shift in housing. Research suggests the increased ability to rent
short-term has led to higher long-term rental rates and home prices. The growth of Airbnb and
other apps like it has shifted housing supply from long-term to short-term rentals. And the
increased ability to make more money by renting short-term has pushed house prices up.3
Locally, there is a clear trend of investors, including corporations, buying up properties across
the island to turn them into mini-hotels in residential neighborhoods. It comes down to
balancing the need for visitor accommodations along with trying to maintain a quality of life for
people who love their island.

1

Nantucket Data PlaMorm, Nantucket Housing Market Study, Full Report (October 2019).

2 List of short-term rentals and lodging houses from MassachuseWs Dept. of Revenue, Municipal Databank (July 2020): hWps://

www.mass.gov/municipal-databank-data-analy[cs-including-cherry-sheets.
3

Economic Policy Ins[tute, The Economic Costs and Beneﬁts of Airbnb, (January 2019), 2-4.
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There is more to the story. STRs create an uneven playing field for other local businesses and
put a strain on public infrastructure and the environment. Communities everywhere are pushing
back by imposing rules and regulations to treat STRs as the commercial activity they are. This
white paper aims to begin to answer these questions and explore tools available to the island to
address impacts — including recent legislation enacted by the Baker Administration that gives
municipalities the tools to establish a better balance between the community and short-term
rentals.
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3.0 The impact of app-enabled STRs on
Nantucket.

In the last five years, online DIY rental sites like Airbnb, VRBO and HomeAway have risen to the
top. We are labeling this phenomenon, "app-enabled STRs.4" These powerful and popular tech
platforms make renting a whole home for as little as one night or up to a month frictionless for
the renter, and highly lucrative for the owner. This Nantucket version of the "Airbnb eﬀect"
means the change we see in vacation rentals is attracting more investors with each season.
With powerful consequences.
1. STRs reduce the supply and increase the cost of year-round rentals. STRs push
house prices higher. According to a recent survey by Nantucket Data Platform, close to
one-third of year-round households are renters, and 21% of those renters shuﬄe from
one rental to the next.5 It's widely known there is a shortage of stable, accessible yearround rentals. The US Census estimates that from 2010 to 2018, Nantucket lost over 600
year-round rental units, despite the fact that 573 new household units were built.6 One
reason is that short-term rentals return a much higher profit to their owners than yearround rentals (see example in Figure 1). This cycle of instability puts pressure on renters
to become homeowners and the STR phenomenon drives up prices beyond the reach of
most. The 2019 survey showed nearly 60% of renters were actively looking for new
housing, while close to 40% who had sought a better rental situation in the prior five
years had given up.7 In 2019, over 200 single-family homes with 2 to 4 bedrooms

4

Economic Policy Ins[tute, The Economic Cost and Beneﬁts of Airbnb (January 2019).

5 Nantucket Data PlaMorm, Nantucket Housing Market Study, Full Report (October 2019).
6

Oﬃce of Policy Development & Research, Market at a Glance CHAS data for Nantucket County, hWps://www.huduser.gov/
portal/MCCharts/countyCharts_hc_new.html?
countyID=25019&countyName=Nantucket%20County,MassachuseWs&dt=August%203,%202020.
7 Nantucket Data PlaMorm, Nantucket Housing Market Study (October 2019), 32-33.
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changed hands. The median sale price was $1.5 million.8 Many houses are being
bought, built, or renovated with short-term rental investors in mind and the features they
desire most — like AC, swimming pools, and outdoor entertainment spaces. In other
words, removing these homes from the year-round market and creating a class of
commercial properties sprinkled within residential neighborhoods. The next chapter will
explore the relationship with housing in more details.

Figure 1. A shortage of year-round rentals.
This two-bedroom, 2nd floor apartment short-term rental listed
on Airbnb is in a neighborhood traditionally occupied by yearround residents. Assuming the owner can rent for 90 days inseason, they can gross between $35,000 - $52,000. To earn
the same amount as a year-round rental, the owner would need
to charge $3,000 - $4,400 per month — more than most yearrounders can pay.
2. Uneven playing field for other businesses. Nantucket
business owners pay commercial real estate taxes, but
investor-owned STRs run like businesses are taxed at
residential rates. Let’s make a distinction. There are two types
of short-term rentals: owner-occupied and investor-owned. A
property owner who lives in the home most of the year and rents a few weeks in the
summer or lives on-premise and rents the cottage in the backyard is considered owneroccupied. The primary purpose of the house is to serve as the owner’s home. In
contrast, an owner who invests in a property then rents it for eight weeks and enjoys it
for two weeks, like the IRS allows for professionally managed properties, is not owneroccupied. The State tracks what it defines as “professionally managed” properties those owned by an investor or entity who have two or more short-term rentals in the
same municipality. It’s surprising to learn the registry includes 333 such STRs on
Nantucket - 17% of registered STRs.9 This comes into play if a community adopts a
Community Impact Fee (see Appendix A).
An investor-owned short-term rental is a business, but it benefits from residential real
estate tax rates like a homeowner. On Nantucket, commercial property tax rates are 1.7x

8 LINK Nantucket, hWp://nantucket.mylinkmls.com/.
9 List obtained from MassachuseWs Dept. of Revenue, Municipal Databank (July 2020), hWps://www.mass.gov/municipal-

databank-data-analy[cs-including-cherry-sheets.
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higher than residential rates10 and 87% of commercial properties are owned by
Nantucket residents.11 Shouldn’t professionally managed STRs be taxed at commercial
tax rates? The State registry oﬀers a better understanding of just how many houses
have no other use than as a short-term rental, and there are good examples out there.
The Copley Group, a Boston-based real estate company, owns 14 elaborate properties
as part of its “Nantucket Collection.” They are available for weekly stays or less,
depending on the time of the year (see Figure 2). Inspirato has a diﬀerent business model
— it enters into agreements with property owners and oﬀers customers a membership
for a fee ($2,500 to $5,000 per month) to access homes and hotels across the country,
including seven properties under management on Nantucket.

Figure 2. Investor-owned short-term rental.
This six-bedroom house in Surfside accommodates 12
guests and features a heated pool, cabana, outdoor
kitchen, outdoor speakers, etc. This property is one of
14 listed by the company who owns it. It rents for
$28,000 per week in August and can potentially gross
over $250,000 if rented for ten weeks. It's available for
shorter stays during non-peak seasons.

Another example of the unfair treatment of businesses versus STRs is the traditional
hospitality industry. Nantucket has 900 traditional guest rooms, mostly concentrated in
the Old Historic District and over 60 restaurants. Some of the inns have as few as 6
bedrooms. Is it fair that they are regulated with licenses and inspections while a shortterm rental company like The Copley Group is not? If there was a 400-room Marriott
Hotel in downtown Nantucket, it would be licensed and taxed as a hotel and investors
would likely own the building. Why is the investor-owned Airbnb property network any
diﬀerent? There are actually more bedrooms in the Airbnb Nantucket universe, maybe as
many as 6,000 sprinkled around residential neighborhoods. Does this also raise a zoning
issue?

10 Town of Nantucket, Tax Rate History Chart, hWps://www.nantucket-ma.gov/DocumentCenter/View/24448/Tax-Rate-

History-Chart-PDF.
11

Town of Nantucket, FY2021 Assessor Data.
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Furthermore, STRs put significant pressure on traditional lodging and restaurant
industries.12 An increase in the number of short-term rentals equipped with kitchens,
dining rooms, and in some cases, outfitted with rent-a-chefs from oﬀ-island, pushes
business away from restaurants. App-enabled STRs come with infrastructure that isn't
always in keeping with the community's values. Some researchers argue that the shift
from the traditional hospitality industry to STRs means a displacement from secure,
long-term jobs to part-time, lower-paying jobs.13
3. Negative impact on neighborhoods. Anecdotally, many year-round and seasonal
residents report how short-term rental properties in their neighborhoods result in a resort
community that is more resort than community. People pack into expensive rentals
turning over every few days. Some homes are marketed as venues for weddings and
large parties, often sleeping 20 to 40 people. In short, transient visitors replace
neighbors. It seems pretty straightforward. When an owner lives in a house even part of
the time, it's more likely they are aware of their impact on neighbors and vice versa. That
same owner has an incentive to ensure renters are respectful of neighbors or prevent
overcrowding and noise. When compared to short-term renters, long-term renters are
more likely to know who lives next door and develop a connection with them.
4. Stress on our infrastructure and environment. There is little doubt that intensive use of
short-term rentals leads to a disproportionate amount of trash in the landfill, cars parked
and on roads, water use, and more. It's why Massachusetts expanded the lodging tax to
include short-term rentals in 2019. The short-term rental tax collected is meant to help
pay for some of the impact STRs are having on municipal infrastructure such as sewer
and water, aﬀordable housing programs, water quality testing, and road improvements.

12 Zervas, Proserpio, and Byers. The Rise of the Sharing Economy: Es[ma[ng the Impact of the Airbnb on the Hotel Industry,

Last revised 2016, hWp://people.bu.edu/zg/publica[ons/airbnb.pdf.

Economic Policy Ins[tute, The Economic Costs and Beneﬁts of Airbnb, (January 30, 2019), 18-19, hWps://www.epi.org/ﬁles/
pdf/157766.pdf
13
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4.0 Lessons from the State’s registry.

In 2019, when the Massachusetts government expanded the lodging tax to short-term rentals,
it required every STR property owner to register with the Department of Revenue, and remit any
taxes collected. As mentioned earlier, compliance is improving and so the list is growing - there
are now 1,970 short-term rentals listed.14 It’s also fairly basic, tracking information like the
property address and the owner, which in many cases is a Limited Liability Corporation (LLC).
Nevertheless, the registry oﬀers valuable insights into Nantucket’s vacation rental market. So
what have we learned so far?
1. Close to 80% of registered rentals are
owned by off-island individuals or entities.
In fact, the majority of owners are located
outside Massachusetts, and over 25% can
be traced back to residents or companies
in New York, New Jersey, Connecticut or
Florida. A small subset are international
owners representing 9 diﬀerent countries.
Essentially, this means that the bulk of the
short-term rental income goes oﬀ-island.
How much income are we talking about?
For a rough estimate, let’s assume 2,000
rentals at an average of $921/night15 for 8
weeks - knowing that some properties are
rented more or less depending on the
14

Figure 3. Only one out of five short-term
rentals registered with the State are
owned by people who live on Nantucket.

List obtained from MassachuseWs Dept. of Revenue, Municipal Databank (July 2020): hWps://www.mass.gov/municipaldatabank-data-analy[cs-including-cherry-sheets.
15

AirDNA, December 2019.
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situation. That’s over 100 million dollars in rental income, with roughly 80 million leaving
the island.
2. The registry includes a small subset of owner-occupied properties.
There are over 400 rentals registered to Nantucket residents. This group is made up of a
number of owner-occupied rentals (primary residences) and a few investment rentals, too.
The bottom line is island residents are a small portion of the overall short-term rental
market, and should maintain the ability to rent their primary residence to help them
compete in the housing market in the first place.
3. A significant number of these properties could be year-round housing.
Given the severity of the housing crisis, advocates have long asked themselves, how
many short-term rentals could be in the hands of year-round residents? Based on the
Nantucket Data Platform’s Housing Market Study, the answer is many hundreds. This is
where local short-term rental regulations can make a real difference. If we put together a
thoughtful solution, we can give year-round residents the advantage compared to
investors when competing for a house. If we come together on this issue, we can help
keep year-round rentals available and accessible.

13

5.0 Other municipalities have fought back.

Cities and towns have grappled with this question over the past five years, and many are now
pushing back on what they say is an unregulated, disruptive industry that is causing more pain
than gain. Places as diverse as Boston, The Hamptons, Charleston, Kauai, New Orleans, Santa
Fe, and San Francisco have all concluded that app-enabled STRs — and Airbnb in particular —
were raising rents, causing housing shortages, and altering the character of their
neighborhoods. They decided to take action. Here are examples of what other municipalities
have observed, and done:
● Boston concluded its housing supply was being gobbled up by investor-owned STRs. In
the downtown area, 2% of listers accounted for 40% of the whole-apartment Airbnb
inventory. It calculated that STRs were contributing to a housing shortage and increasing
rents. Boston banned investor-owned short-term rentals – now, STRs must be a primary
residence or adjacent secondary residence, and must be licensed. Tech platforms face
fines if they list unregulated STRs.16
● Montauk, Amagansett, Shelter Island, Ocean Beach, and others on Long Island
have seen app-enabled STRs turn residential areas into hotels, creating snarling traﬃc
with unexpected flows of visitors in and out of formerly quiet neighborhoods. Unlike
Nantucket, many Long Island seasonal communities saw the need to enact transient
rental laws decades ago. These laws set a minimum stay requirement – usually 14 days
or longer, designed to encourage family vacations and protect hotels. In 2017, a year
after setting the 2-week minimum stay, realtors in East Hampton agreed that rental

16 Valendia, Milton J. Airbnb seWles lawsuits over short-term rental limits, Boston Globe (August 2019), hWps://

www.bostonglobe.com/business/2019/08/29/airbnb-seWles-suit-with-boston-over-short-term-rental-limits/
aZorjDCynWdsRTtz5GWlRM/story.html.
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activity was largely unaﬀected by the new policy.17 Because app-enabled STRs are often
only used for short stays, which means they are already in violation of local laws, new
STR restrictions are focused on registration, fees, and enforcement. Some communities
are banning STRs or further tightening restrictions.
● Charleston, SC, also experienced a rash of investors buying up housing stock. Oﬃcials
found that 3% of the operators controlled 23% of the 3,000 STRs in the greater area.
Charleston banned investor-operated STRs and whole-house rentals from the core
historic areas, with a few exceptions. In outlying counties, investor-operated STRs and
whole-home rentals are allowed but regulated. Nine months later, the city found that
1,020 illegal STR advertisements were removed from online sites, and 41 units converted
to long-term leases. Sixteen properties were put up for sale.18
● Kauai, HI, found the proliferation of short-term rentals was getting out of hand and
shifting housing supply, making it more and more diﬃcult for locals to find homes. In
2008, an ordinance was adopted to allow STRs in a few Visitor Destination Areas and
strictly limit them outside these districts. Non-owner occupied STR properties are taxed
at higher rates than other residences, roughly three times local homeowner rates.19
● New Orleans attempted regulation, but STRs still mushroomed from 1,900 in 2015 to an
estimated 8,500 in 2020.20 Housing advocates believe thousands of homes have been
removed from the residential market to accommodate visitors, pushing up rents and
house prices for the city’s residents.21 The city now maintains a complex zoning code
regulating small, medium, and large STRs. Restrictions are as detailed as a specified
number of STRs on any single block. Given the complex law and the sheer size of the
problem, enforcement remains a challenge.
● San Francisco requires STR hosts to register as both a business and an STR. The shortterm rental host must be a permanent resident and is limited to 90 days of rentals if they

17

Hughes, C.J., Revisi[ng short-term rental laws, a year later, The Real Deal (July 5, 2017), hWps://therealdeal.com/
issues_ar[cles/revisi[ng-short-term-rental-laws-a-year-later/.
18 City of Charleston, General Informa[on about Zoning Regula[ons for Short-Term Rental, hWps://www.charleston-sc.gov/

DocumentCenter/View/18317/FAQs-for-STR?bidId=.

19 County of Kauai, 2019 Tax Rates, hWps://www.kauai.gov/Government/Departments-Agencies/Finance/Real-Property/Tax-

Rates.

20 Adelson, Jeﬀ. Surge in applica[ons seen as New Orleans prepares to enforce new short-term rental rules (November 2019),

hWps://www.nola.com/news/business/ar[cle_56941d92-12fd-11ea-9c0a-873cpc81483.html.

21 Jane Place Neighborhood Sustainability Ini[a[ve, Short-term rentals, long-term impacts (2018), 7-8, hWps://www.jpnsi.org/

short-term-rentals.
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are not present in the unit while it is occupied by guests. The city’s goal is to ensure
there is no negative impact on local housing supply and neighborhoods.22
● Santa Fe found that between 2014 and 2019, the number of STRs increased by 50% per
year, and that just 15 hosts accounted for 381 short-term rental units in Santa Fe.23
Today, the city generally restricts STRs from residentially zoned neighborhoods, limits
them to one rental in seven days, and 17 rentals per calendar year.
● In downtown Manhattan, residential vacancy rates fell 60%, from 5% to 2.9%. Rents
increased in some areas by 21%. Studies attributed the changes to the growth of
Airbnb. New York is in extended litigation with the company. Despite being illegal, STRs
persist.24
These are just a handful of examples. Leading up to the COVID-19 crisis, Airbnb was placing
over 2 million people around the world each night.25 With so many cities aﬀected, a blueprint
has emerged for regulation that addresses common concerns – from investors buying up
housing and creating a shortage for local residents, and over-tourism to the safety of visitors
and hosts to the impact on the local environment, infrastructure and businesses.

22 City of San Francisco, Oﬃce of Short-Term Rentals, hWps://shorWermrentals.sfgov.org/about.
23 O’Donnell Economics & Strategy Report, 2019 Short Term Rentals and Access to Housing in Santa Fe, hWps://homewise.org/

wp-content/uploads/page/Short-Term-Rentals-Report-JUN_19.pdf.

24 Oﬃce of the New York City Comptroller, The Impact of Airbnb on NYC rents (2018), hWps://comptroller.nyc.gov/reports/the-

impact-of-airbnb-on-nyc-rents/.

25 Airbnb newsroom, Fast Facts, accessed January 2020, hWps://news.airbnb.com/fast-facts/.
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6.0 New legislation and tax changes.

In Massachusetts, new legislation and taxation tools have been put in place and are available to
cities and towns. In 2019, the Commonwealth extended the lodging tax to houses, apartments,
and rooms rented for 30 days or less. On Nantucket, the lodging tax is now 11.7%. It includes a
flat 5.7% state tax and a local option tax of 6% (the maximum allowed).
Nantucket has two more options beyond the local option tax:
1) Cape Cod and Islands Water Protection Fund (CCIWF): Nantucket can collect an
additional 2.75% from traditional lodging establishments and short-term rentals to fund
the CCIWF, which is administered by the Clean Water Trust. The purpose of the fund is to
help the Cape and Islands pay for wastewater improvements and water quality
remediation projects.
2) Community Impact Fee: Any community can impose a Community Impact Fee of 3% on
"professionally managed" STRs. As mentioned earlier, a professionally managed unit is
one held by an owner who has two or more STR units in the same municipality.26 The
purpose of this tax is to diﬀerentiate between STRs in a primary residence and investorowned units. It does not apply to traditional lodging establishments. Based on the State
registry in July 2020, 17% of short-term rentals (333 units) would qualify as
"professionally managed.” The law stipulates that at least 35% of proceeds must be
allocated to aﬀordable housing or local infrastructure projects.27 Even if the local

26 MassachuseWs Dept. of Revenue, Room Occupancy Excise Tax, accessed February 2020, hWps://www.mass.gov/info-details/

room-occupancy-excise-tax.

27 Mass. General Laws c64G, hWps://www.mass.gov/info-details/mass-general-laws-c64g-ss-3d.
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government adopts a Community Impact Fee, many residents don't qualify for aﬀordable
housing initiatives yet are still priced out of the housing market.
In essence, Nantucket has the option of hiking the tax on all lodging to 14.45% and
professionally managed STRs to 17.45% (the average tax in the 150 major U.S. cities is 13%).
It's important to note the Massachusetts tax on short-term rentals will be in full eﬀect for the
first time in 2020 (see Appendix A for more details). Another option for Nantucket would be to
tax these investor-owned short-term rental properties at commercial real estate tax rates.
ACK•Now has received a legal opinion that supports this option.
Figure 4. Nantucket App-Enabled STRs: 2019 At A Glance28

Airbnb + VRBO: ∼1,480 listings
Flipkey: ∼1,080 listings
HomeAway: ∼750 listings
Over 80% are whole-house rentals
Average rental capacity: 8 guests
Average rate: $921 per night
26% of listings are available 180 days +
21% of listings are booked over 90 days
78% are reserved for 90 days or less
2/3rds have minimum stay less than one week

28 Includes data accessed in December 2019 from AirDNA, LodgingRevs, plaMorms (Airbnb.com, Flipkey.com,

HomeAway.com), excludes lis[ngs exclusive to local real estate oﬃces.
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7.0 App-enabled STRs on Nantucket in the
near-term.

Short-term rentals in 2020 will likely be somewhat depressed because of the COVID-19
pandemic. With this event comes an opportunity to assess where we are and where we'd like to
be when the market picks up again. Now is the time to start monitoring STRs and answer some
key questions:
● How can we prevent investors from taking over more and more of the housing supply?
● Are app-enabled STRs reducing the number of long-term rentals for year-round
islanders? How are they increasing housing prices and rents?
● How are app-enabled STRs changing the character of neighborhoods, and in what way?
Are entirely new developments springing up because of app-enabled STRs?
● Do STRs now dominate some neighborhoods?
● How are STRs impacting town infrastructure and traﬃc?
● Are STR landlords and hosts registering and complying with local regulations and taxes?
Are they safe for tourists and hosts?
● What impact are app-enabled STRs having on the traditional lodging industry?
● Are app-enabled STRs encouraging over-building?
App-enabled STRs didn't arrive in force on Nantucket until 2015, but they've been growing at
18% annually in recent years.29 Communities can take action and ensure the influence of appenabled STRs is in line with people's values. The new state legislation (MGL 64G) oﬀers
Nantucket a licensing process and a path to manage vacation rentals as we now experience
them. The table below suggests some possible findings and legislative responses that could be
enacted under 64G.

29 HosMully, The state of the US vaca[on rental industry in 2018 (March 2019), hWps://www.hosMully.com/blog/state-u-s-

vaca[on-rental-industry-2018/.
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Figure 5. Action steps the island may take
If Nantucket finds…

The community could…

STRs are clustering in some areas, with
undesirable eﬀects.

Limit the number of STRs by neighborhood or
street.

Complaints correlate with shorter stays.

Establish a minimum stay requirement.

There are a large number of investor-owned,
non-resident STRs that are creating adverse
eﬀects.

Ban or limit non-resident investor STRs. Tax
non owner-occupied STRs as commercial
property, rather than residential.

STRs have contributed to the housing shortage
and the availability of year-round rental units.

Limit the number of total nights that can be
rented, so the economics of long-term rental
becomes more attractive. Ban or limit non
owner-occupied STRs.

Purpose-built STRs are leading to overcrowding
of neighborhoods.

Adjust zoning limits on secondary or tertiary
dwellings. Tax non owner-occupied STRs as
commercial.

There are illegal STRs (STRs that have not
registered with the Mass DOR), and they are not
remitting taxes.

Impose fines on violators and tech platforms.
Force removal from platforms. Impose
permitting fees to cover the cost of
inspections.

Rentals are increasingly not complying with
landfill regulations.

Impose additional fees to absorb the cost of
processing unsorted trash.

There is a large number of investor-owned STRs
that impact the community and infrastructure.

Adopt a 3% Community Impact Fee on
professionally managed STRs to compensate
for the adverse eﬀects and to advantage STRs
that are primary residences.

STRs are competing with traditional
guesthouses with undesirable results.

Limit the number of total nights that can be
rented. Lower the overall excise tax from 6% to
3-4% to advantage hotels, but adopt a 3%
Community Impact Fee and/or 2.75% Water
Protection Fee that makes investor-led STRs
more expensive and helps pay for
infrastructure and water quality improvements.

The burden of tracking STR compliance is
unmanageable.

Contract one of many 3rd party compliance
firms, responding to local needs.

Realtors are negatively aﬀected because STRs
are moving to online apps rather than listing
with local realty companies.

Some other communities have laws that
advantage realtors (e.g., New Jersey, Long
Island). Massachusetts has not made this
diﬀerentiation, but this could change.
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7.1 App-enabled STR next steps.

The time has come for a community-wide discussion to determine a thoughtful approach
towards investor-owned STRs and all short-term rentals. ACK•Now is prepared to facilitate this
community dialogue and dig deeper into the impacts, legal avenues, and data around shortterm rentals.
This growing industry, which represents an increasing portion of the local economy, will
continue to have an out-sized impact on quality of life on the island. Fortunately, the Nantucket
community has the power to determine how much of an impact it has moving forward.
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Appendix: The laws regulating short-term rentals explained in depth
Short-term rentals are regulated under Massachusetts General Law c.64G:1 and taxed under
MGL 830 CMR 64G.11 (Massachusetts Room Occupancy Excise Tax). This excise tax is the
same that applies to hotel rooms, bed and breakfasts, guest houses, and vacation rentals — all
are defined as short-term lodging when the rent period is less than 31 days. Total STR tax on
Nantucket is 11.7% (5.7% state, 6% local)30, but depending on the town and the types of tax
adopted, STRs may be taxed up to 17.45%.
More in the governing legislation.
● It extends the existing lodging tax to cover all rentals of 31 days or less. The tax is
collected by the operator or agent (e.g., realtor or tech platform) and remitted directly to
the Department of Revenue (DOR).
● Requires all STR operators to register with the DOR and receive a unique ID number,
which must be posted on all advertisements for rental, and in the home.
● Allows the DOR to collect and share information with municipalities. Local authorities
may request a list of registered STRs from the DOR Division of Local Services.
● Enable local communities to impose an additional local room occupancy tax of up to
6%. Of 352 towns in MA, 203 impose a local excise tax. The most popular tax rate,
adopted by 144 towns, is 6%. Forty-nine towns have a 4% tax.
● Mandates towns on Cape Cod to collect an additional 2.75% Water Protection Fee. The
Cape is under court order to raise a $4B fund to improve water quality. Nantucket and
Martha's Vineyard may opt-in to the same plan but so far have not.
● Allows communities to impose a Community Impact Fee of 3% on "professionally
managed" STRs. A unit is considered professionally managed when an owner owns two
or more STR units. The purpose of this tax is to diﬀerentiate between STRs of a primary
residence or adjacent income unit and non-resident investor-owned units. 35% of
proceeds must fund local aﬀordable housing initiatives or infrastructure projets. Fourteen
towns have adopted the 3% Community impact fee (all of these towns opted for a 6%
local excise tax).31
● 830 CMR 64G.11 contains exceptions. Rentals of a primary residence for 14 days or less
are not taxed. Bed and breakfast homes are not taxed. There are exceptions for the
military and religious organizations.

30 MassachuseWs Dept. of Revenue, Room Occupancy Excise Tax, accessed February 2020, hWps://www.mass.gov/info-details/

room-occupancy-excise-tax., hWps://www.mass.gov/info-details/room-occupancy-excise-tax#overview-.

31 Logan, Tom. Mass. hosts scrambling to comply with touch new short-term rental rules (January 2019), hWps://

www.bostonglobe.com/business/2019/01/07/hosts-scrambling-comply-with-tough-new-short-term-rental-rules/
xWhpNJSCI3m5gVFcfycdcK/story.html?p1=Ar[cle_Inline_Text_Link.
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MGL 64G includes Section 14, which permits cities and towns to regulate STR operators.
Regulation, which would be adopted locally, may:
●
●
●
●
●
●
●
●

Regulate the existence, location, or class of operators
Establish that aﬀordable housing units may not be rented
Limit the number of days an operator may rent out their residence
Require a license or permit for operation (may adopt the state permit)
Limit operation based on a violation of local laws
Require health and safety inspections of properties
Establish penalties for violations
Establish permitting fees to cover the cost of control and administration

64G Section 17 outlines the reporting obligations of the Massachusetts commissioner of
revenue. Hosting tech platforms such as Airbnb, VRBO, HomeAway, and FlipKey are required
to share information necessary for the Commonwealth to report annually on aggregate rent paid
by occupants and the total amount of tax collected. This information will be shared with local
municipalities.
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