
Agenda Item # 10.B

Council Meeting January 5, 2026

TO: The Honorable Mayor, Council President and Members of Council
FROM: Terence J. McGean, PE, City Manager
RE: Short Term Rentals in R-1 and MH Zoning Districts
DATE: December 30, 2025

ISSUE(S): Short Term Rentals in single family neighborhoods (R-1 and
MH Zoning Districts)

SUMMARY: There is currently a moratorium on the issuance of new short
term rental licenses in R-1 and MH Zoning Districts. The
purpose of the moratorium is to provide adequate time for the
Mayor and City Council to deliberate on potential new
regulations on the quantity, ownership, turnover, and
operation of short term rentals in these districts. This agenda
item will focus discussion on alternatives to manage the
quantity and/or ownership of Short Term Rental Licenses in
these districts. 
 
Alternatives to manage the quantity of licenses include:

1. Phase Out: A permanent ban on the issuance of any
new STR licenses in the R-1/MH Districts. Existing
licenses would remain valid. Licenses would not be
transferable and would not run with the property. If a
license is not renewed or the property is sold, the license
is terminated. Over time the number of STR licenses is
reduced to zero.

2. Freeze: A permanent freeze on the number of  STR
licenses in the R-1/MH Districts equal to the existing
number of licenses. Existing licenses would remain valid.
Licenses would not be transferable and would not run
with the property. New license applications would be
placed on a waiting list and awarded on a first come first
served basis when a property with an existing license is
sold or not renewed.

3. Cap: Establish a maximum number of licenses available
in R-1/MH Districts that would be more than the existing
number. Existing licenses would remain valid. The
additional licenses would be available via a lottery.
Licenses would not be transferable and would not run
with the property. New license applications would be
placed on a waiting list and awarded via a lottery
drawing when a property with an existing license is sold
or not renewed.

 
Alternatives to manage ownership of STR licenses include:
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1. Prohibit corporate or multi-partner investors from
obtaining an STR License

2. Limiting the number of STRs a single person or entity
can own in an R-1/MH

3. Only allow Ocean City residents to obtain STR licenses
in R-1 or MH Districts

FISCAL IMPACT: Varies depending on the selected alternatives.

RECOMMENDATION:

More Livable Community for Residents

Discuss the alternatives presented, agree on a course of
action, and direct the staff to develop the appropriate
ordinances.

 
ALTERNATIVES: As indicated

RESPONSIBLE STAFF: City Manager Terry McGean
Deputy City Manager JR Harmon
Planning and Community Development Director George
Bendler
License Inspector Lori Calloway

COORDINATED WITH: Legal Counsel Heather Stansbury
Legal Counsel Maureen Howarth

ATTACHMENT(S): 1. STR Jan 5 PPT.pdf
2. Folly Beach Cap Ordinance.pdf
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Neighborhood Short 
Term Rental Part 1

Discussion of  Actions to Manage the Number or Ownership 
of  Short Term Rentals in R-1 and/or MH Neighborhoods
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Types of  Potential Regulation of  STRs in R-1 
and/or MH

• Regulations to manage the quantity of  STRs - Today

• Regulations to manage the ownership of  STRs – Today

• Regulations to manage turnover of  STRs – Future

• Regulations to manage the operation of  STRs - Future
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Actions to manage the quantity of  short 
term rentals in R-1/MH

Since Covid, the number of rental licenses issued in R-1 and MH communities has grown by 
almost 36% over the past five years. There is a concern that as real estate turns over more 

properties in these zones may be purchased as investment properties with the specific goal of 
operating as an STR versus a residence. The result would be a loss of neighborhood character and 

prices that displace those wishing to become year-round residents. Other coastal/resort 
communities have faced the same dilemma and have passed ordinances that either eliminate 
STRs altogether from residential districts or, limit the number of STR licenses available in those 

districts
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Survey Options

• Opt 1 (Phase Out) A permanent ban on the issuance of any new STR licenses in the R-1/MH Districts. Existing 
licenses would remain valid. Licenses would not be transferable and would not run with the property. If a license is not 
renewed or the property is sold, the license is terminated. Over time the number of STR licenses is reduced to zero.

• Opt 2 (Freeze) A permanent cap the number of  STR licenses in the R-1/MH Districts. Existing licenses would remain 
valid. Licenses would not be transferable and would not run with the property. New license applications would be 
placed on a waiting list and awarded on a first come first served basis when a property with an existing license is sold or 
not renewed

• Opt 3(Cap) Establish a maximum number of licenses available in R-1/MH Districts that would be more than the 
existing number. Existing licenses would remain valid. The additional licenses would be available via a lottery. Licenses 
would not be transferable and would not run with the property. New license applications would be placed on a waiting 
list and awarded via a lottery drawing when a property with an existing license is sold or not renewed. (New Orleans 
Model) 

• Opt 4(None) Take no action to limit the number of STR in R-1/MH Districts
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Poll Results

3.86
3.43

1.86
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OPT 1 PHASE OUT OPT 2 FREEZE OPT 3 CAP/LOTTERY OPT 4 NO ACTION

Options to limit the number of  STRs in R-1 and MH

Score out of 5
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Rental License Trends
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Total Call for Service R-1/MH
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Total CFS per Property All Zones
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Total CFS per Property Residential Zones
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STR License Cap Options

Zone Improved 
Lots

Current 
Licenses

Current % 10% Cap 12% Cap 15% Cap

R-1 1,778 200 11.3% 178 213 267

MH 1,975 131 6.6% 198 237 296

Total 3,753 331 8.8% 375 450 563
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Break for Discussion

• Opt 1 (Phase Out) A permanent ban on the issuance of any new STR licenses in the R-1/MH Districts. Existing 
licenses would remain valid. Licenses would not be transferable and would not run with the property. If a license is not 
renewed or the property is sold, the license is terminated. Over time the number of STR licenses is reduced to zero.

• Opt 2 (Freeze) A permanent cap the number of  STR licenses in the R-1/MH Districts. Existing licenses would remain 
valid. Licenses would not be transferable and would not run with the property. New license applications would be 
placed on a waiting list and awarded on a first come first served basis when a property with an existing license is sold or 
not renewed

• Opt 3(Cap) Establish a maximum number of licenses available in R-1/MH Districts that would be more than the 
existing number. Existing licenses would remain valid. The additional licenses would be available via a lottery. Licenses 
would not be transferable and would not run with the property. New license applications would be placed on a waiting 
list and awarded via a lottery drawing when a property with an existing license is sold or not renewed. (New Orleans 
Model) 

• Opt 4(None) Take no action to limit the number of STR in R-1/MH Districts
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Actions to Manage the Ownership of  
STR Licenses in R-1/MH 

Neighborhoods
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Survey Options

• Option 1 (Corporate Ban) Prohibit corporate or multi-partner investors from 
obtaining an STR License (Nantucket).

• Option 2 (Multi-property Ban)Limit the number of STRs a single person or entity 
can own in an R-1/MH

• Option  3 (Non Resident Ban)Only owners with Ocean City homestead credit can 
receive STR License in R-1/MH.

• Option  4 (None) Take no action regarding ownership of STR licenses in R-1/MH

• * For options 1-3 will also need to consider grandfathering of existing license holders
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Poll Results
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Options to limit the number of  STRs in R-1 and MH

Score out of 5
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STR Form Of  Ownership
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Multi Owner STR Properties
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STRs Owned By OC Residents
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Other Examples
Food for Thought

48



Virginia Beach Overlay District

• New STRs only allowed in Overlay Districts
• Done by neighborhood

• Requires petition signed by 75% of  property owners in neighborhood to request STR overlay

• Existing STRs grandfathered

• Additional regulations apply in overlay districts 
• Stricter Parking requirements

• No events

• Max 1 rental contract per 7 consecutive days
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Folly Beach ISTR Program

• Folly Beach South Carolina established two types of  STR license
• Investment Short Term Rental License (ISTR) not the legal residence of  the owner
• Owner Occupied Short Term Rental (OSTR) is the legal residence of  the owner and does 

not contain a seperate dwelling unit. 

• ISTR – Caps the number of  licenses and establishes a wait list
• Cap was LESS than existing total but existing were grandfathered
• Wait list does not exist until grandfathered are reduced below the cap
• Licenses do not transfer except in case of  death

• OSTR – No limit on number of  licenses
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