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MERIT Operating Assistance 
Program Review: Current Formula

and Goals of Review
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Current MERIT Operating Allocation Approach
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STEP 1: Sizing Metric STEP 2: Performance 

(Trend) Adjustments

CURRENT FORMULA

Pax = Passengers 

VRH = Vehicle Revenue Hour* 

VRM = Vehicle Revenue Mile*

* Includes deadhead for Commuter Bus services

Redistribution - 

Return to Step 1

MERIT funding for 
each agency 

capped at 
30% of prior year 
Operating Cost 

Outcome 

Metrics

Input 

Metric



Goals of MERIT Operating 
Formula Evaluation

1. Emphasis on outcome focused metrics 
(ridership/service) vs. input (operating cost) focused 
metrics

2. Emphasizing performance-based allocation

3. Formula simplification

4. Year-over-year predictability in allocation 
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Annual Variation in Operating Allocation by 
District and Agency

• Significant annual variation in operating allocation 
occurs from year-to-year with current approach

 *% change graph for FY 25-26 excludes two outliers: 

• Town of Chincoteague received an FY 26 increase of nearly 80%

• JAUNT service metrics transferred to Charlottesville Area Transit

in FY 26 resulted in significant reduction in funding for JAUNT

   

13 agencies saw 

a decline >5%

13 agencies saw 

an increase >5% 

19 agencies saw 

a decline >5%

8 agencies saw 

an increase >5% 



Key Scenarios Considered
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Sizing + Performance Adjustment Scenario
FY 24-26 Average Allocations by District

• Reductions in Northern Virginia (-3%) and Fredericksburg 
(-7%) allocations

• Increased allocations for Lynchburg (+9%) Richmond 
(+4%), Salem (+4%) Hampton Roads (+2%)

STEP X: 5% of Revenue + 

30% Capped Remainder of 

Step 1: Performance Based 

Allocation

STEP 1: 95% 

Revenue Sizing 

Metric 

POTENTIAL FORMULA



Potential Approaches and Scenarios Tested
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Adjust Size-WeightApproach 1

• Test different weights for Size-Weight metrics; 6 scenarios

Eliminate IterationApproach 2:

• Allocate remainder (over 30%) from adjusted size-weight allocation in a single round; 2 scenarios

Performance-Based Allocation of Redistribution Approach 3

• Test different absolute Performance-Based allocations with Funds Remaining (after 30% Cap) after adjusted 
Size-Weight allocations WITHOUT Performance Set-Aside, with and without 30% Cap; 4 scenarios

Performance-Based Allocation of Redistribution + Set-Aside Approach 4

• Test different absolute Performance-Based allocations with Funds Remaining (after 30% Cap) after adjusted 
Size-Weight allocations WITH Performance Set-Aside, with and without 30% Cap; 5 scenarios

Higher PredictabilityApproach 5

• Test different caps to limit growth in allocation over prior years; 2 scenarios

Total of 30+ 

Scenarios 

Tested

>11 combination scenarios  



Other Scenarios

• A. Sizing Adjustment Only
• Maintain Step 2 as-is

• B. Remove Cost from Sizing
• Maintain Step 2 as-is

• C. Additional Performance Allocation 
• Maintain current Steps 1 and 2 and add additional performance set-aside (Step X) 

• D. Capped Funding Growth 
• Maintain current Steps 1 and 2 and cap allocation growth over prior year
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A. Sizing Adjustment Only
FY 26 Estimated Allocation

• Minor changes to allocations but does not address 
any other goal
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Only Adjusts Sizing 
Weights

STEP 1: Sizing Metric STEP 2: Performance 

(Trend) Adjustments

POTENTIAL FORMULA



B. Remove Cost from Sizing
FY 26 Estimated Allocation

STEP 1: Sizing Metric STEP 2: Performance 

(Trend) Adjustments

POTENTIAL FORMULA

• Shifts to outcomes-based sizing approach 

• Major change from current approach

• Does not account for higher cost of certain service types (commuter 

bus and light rail), or regional variation in labor, operating cost

• Results in significant shift in allocation away from systems serving 

major urban centers 

• Allocations are still limited by 30% cap 

Removes Cost from 
Sizing Metric



C. Additional Performance Allocation
FY 26 Estimated Allocation

STEP 1: Sizing 

Metric 

STEP 2: Performance 

(Trend) Adjustments

POTENTIAL FORMULA

Keeps Step 2, 
Adds Step X

STEP X: 

Performance 

Allocation of 30% 

Capped Remainder 

of Step 2

• Only capped remainder is allocated per Step X

• Does not simplify and adds a layer of complexity to 

current approach



D. Capped Funding Growth 
FY 26 Estimated Allocation

STEP 1: Sizing 

Metric 

STEP 2: Performance 

(Trend) Adjustments

POTENTIAL FORMULA

• Having a ceiling disconnects the formula from the sizing metrics 

(cost and ridership) and any performance basis artificially 

• Does not account for external factors that may warrant a 

greater-than-threshold increase in allocation such as a 

significant increase in cost or ridership

Funding capped at 10% growth over prior year allocations

Caps Funding 
Growth at 10%



Rationale for Shifting from 
Trend Adjustment to 

Direct Performance Measurement
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Performance Trend Adjustment vs. 
Direct Performance Measurement

DIRECT PERFORMANCE MEASUREMENT

• Individual data points that quantify how well a 
transit system is performing relative to others

• Agencies compared directly on specific metrics to 
determine higher vs. lower performance 
outcomes.

TREND ADJUSTMENT

• Rewards movement of performance metrics that beats 
statewide trends 

• Agency trends are compared to statewide average 
trends to compute relative direction of change over 
time: improving, steady or declining 

• Does not measure performance relative to others
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Negative trend 

adjustment

Positive trend 

adjustment

Higher share of performance set-aside

Lower share of performance set-aside



STEP 2: Performance 

Trend Adjustments to 

Size-Weight

CURRENT APPROACH

Adjust size-weight of each agency based on 

its performance trends relative to statewide 

trends over a 4-year historical period using 

5 equally weighted performance metrics

NEW APPROACH

Allocate a portion of funding based on an 

agency’s recent single-year performance, 

measured using 3 efficiency and 

effectiveness metrics

STEP X: Separate Set-Aside 

Performance-Based 

Allocation 

New Performance-Based Formula Applied to a Set-Aside 
NOT as an Adjustment to Size-Weight

Reduced # metrics 

Measures 

performance not 

trend

Single year of data

Easier to 

communicate/ track 

performance

Gives agencies 

greater ability to 

track metrics to 

position for higher 

allocation



Detailed Review of 
Sizing + Performance 
Adjustment Scenario 
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Sizing + Performance Adjustment Scenario
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Available Operating Assistance

Step 1: Sizing Metric
Based on Input and Output Size-based Metrics

STEP X: Performance Set-Aside + 

Step 1 Remainder after 30% Cap*
Based on Single Year Performance

*MERIT funding for each agency capped at 
30% of prior year Operating Cost

95% 5%

Pax = Passengers 

VRH = Vehicle Revenue Hour* 

VRM = Vehicle Revenue Mile*

* Includes deadhead for Commuter Bus services



Performance Set-Aside Sensitivity
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Performance Set-Aside Sensitivity
FY 26 Estimated Allocation

• Sizing + Performance Adjustment Scenario assumes 95% of funding allocation on a sizing 
basis and 5% on performance basis 

• This table demonstrates how funding allocation shifts if performance set-aside is increased

# Transit 

Agencies 

Impacted 

5% Performance Set-Aside 10% Performance Set-Aside 15% Performance Set-Aside 20% Performance Set-Aside

6                          6                    6                     5                   

14                        17                  17                   22                 

18                        15                  15                   11                 

Change by District Change by District Change by District Change by District

Bristol (94,620)                 -5% Bristol (145,186)         -7% Bristol (192,643)         -9% Bristol (239,607)       -11%

Culpeper (150,190)               -4% Culpeper (125,008)         -4% Culpeper (86,724)           -2% Culpeper (46,362)         -1%

Fredericksburg (98,767)                 -9% Fredericksburg (112,035)         -10% Fredericksburg (122,852)         -11% Fredericksburg (133,281)       -12%

Hampton Roads 334,753                1% Hampton Roads 716                0% Hampton Roads (267,422)         -1% Hampton Roads (525,101)       -2%

Lynchburg 140,722                5% Lynchburg 98,187            4% Lynchburg 61,679            2% Lynchburg 26,127          1%

Northern Va (2,878,077)            -5% Northern Va (2,900,449)      -5% Northern Va (3,145,445)      -6% Northern Va (3,421,558)    -6%

Richmond 2,558,936             13% Richmond 3,168,685       16% Richmond 3,893,002        20% Richmond 4,635,500      23%

Salem 335,967                4% Salem 300,203          4% Salem 276,260          4% Salem 254,191        3%

Staunton 32,049                  1% Staunton 11,568            0% Staunton (6,299)             0% Staunton (23,751)         -1%

XMulti (180,773)               -5% XMulti (296,682)         -9% XMulti (409,554)         -12% XMulti (526,158)       -15%



Sizing + Performance Adjustment Scenario
Average FY 24-26 Estimated Allocations by District 



FY 24-26 Average Allocations by Agency  
Under Current and Revised Approaches (1)

23 Large Urban (672,207)     -0.61%

Small Urban/Rural 672,207      3.60%



FY 24-26 Average Allocations by Agency 
Under Current and Revised Approaches (2)

24 Large Urban (672,207)     -0.61%

Small Urban/Rural 672,207      3.60%



Sizing + Performance Adjustment Scenario
FY 24-26 Average Allocations Comparison by Agency
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Key Findings of 
Sizing + Performance Adjustment Scenario 
• Simplifies formula by removing trend adjustment—easier  to communicate 

• Makes formula more outcome focused and performance oriented

• Still accounts for disparity in agency size by considering cost 
• Addresses types of service operated: bus, commuter bus, light rail, demand response

• Geographic area and population density served; regional cost variation 

• Shifts allocations mainly from removal of trend adjustment 
• Trends favored larger urban areas in the last 2 years due to strong recovery from slowdown during 

COVID

• Overall results in small shift away from large urban to small urban/rural
• Reductions in Fairfax County, JAUNT and PRTC

• Increases for HRT,  Lynchburg, Arlington, GRTC and Valley Metro 
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Alignment of Scenarios with Goals

# GOALS/SCENARIO A. Sizing 

Only

B. Remove 

Cost

C. Additional 

Performance 

Allocation

D. Cap Growth Sizing + 

Performance 

1 Outcome-focused

2 Alternative 

Performance-

Based Allocation

3 Simplification

4 Predictability

Addresses goal directly
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Potential Alternative Approaches and Limitations

• Tiered Allocations by Mode (motor bus, paratransit, commuter bus, etc.) 
• Need standardized methodology for allocating administrative/overhead costs by mode 

• Need approach to partition revenues into tiers 

• Tiered Allocations by Transit Agency Type (Large Urban, Small Urban/Rural) 
• Need standardized procedures for reporting performance measures

• Need to account for agencies that provide multiple types of services

• Need approach to partition revenues into tiers 

• Passenger Miles Traveled (PMT) 
• Need additional time and budget resources for new approaches to collecting PMT data (e.g., cameras)

• PMT data is currently only collected for 12 out of 38 eligible agencies; rough estimate, limited sampling of rides  

• For analytical purposes, DRPT "synthesizes" PMT data for remaining 26 agencies 

• Locally Derived Income (LDI) 
• Need operating fund source data by agency and associated time/effort for data collection and verification. 

• Cost of Living 
• Need approach to isolate agencies by service areas with distinct cost of living 

28



MERIT Capital Assistance 
Program Review
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MERIT - Capital Assistance Project Types

State of 

Good Repair

Minor 

Enhancement

Major 

Expansion

Transit Capital Projects are classified into three categories:

• Replace or rehab existing asset and project cost ≤ $3M
68% 

maximum 

state match

• Add capacity or new assets and project cost ≤ $3M

• Expansion vehicle purchase of ≤ 5 vehicles or 5% fleet (greater of)

• All projects for engineering and design

68% 
maximum 

state match

• Add, expand, or improve services or facilities and project cost > $3M

• Expansion vehicle purchase of > 5 vehicles or 5% fleet (greater of)

50%
maximum 

state match
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Proposed New Subcategories

State of 
Good Repair

SGR with Asset 
Condition 

Score

SGR without 
Asset Condition 

Score

Minor

MIN 
Enhancement

Major

MAJ Expansion

MAJ – SGR

Scored under existing 

State of Good Repair 

methodology 

Scored under existing 

Minor Enhancement 

methodology 

Scored under existing 

Major Expansion 

methodology 

Scored under NEW 

Major-SGR 

methodology 

Formalizes existing DPRT process Requires policy change
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Project Breakdown in New Subcategories

Year SGR MIN MAJ Total

FY 24 305 128 3 436

FY 25 301 156 3 460

FY 26 350 149 4 503

Total 956 433 10 1399
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Year

SGR w/ 

Asset Cond.

SGR w/o 

Asset Cond. MIN

MAJ - 

Expansion MAJ - SGR Total

FY 24 305 62 66 2 1 436

FY 25 301 76 80 2 1 460

FY 26 350 98 51 2 2 503

Total 956 236 197 6 4 1399



Proposed Incentive Scoring

TransAM 
Updates

TSP/TDP 
Updated

Performance 
Reporting

Project 
Progress

Project 
Closeout

Agency Accountability Good Grants Management

• Continue to incentivize the 3 existing Agency Accountability criteria

• Add 2 new Good Grants Management incentive criteria
• Project Progress: Award to agencies that have no projects >2 years old with no claims/invoices 

against them
• Incentivizes agencies to show progress is being made on already funded projects

• Project Closeout: Award to agencies that have no projects >90 days expired
• Incentivizes agencies to closeout projects in a timely manner

• Award 2 points for each of the 5 criteria (up to 10 points total)
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Impact of Proposed Incentive Scoring

• For FY 26 projects, existing incentive scoring added an average of:
• +5.1 points to SGR projects

• +5.5 points to MIN projects

• For FY 26 projects, proposed incentive scoring would add an average of:
• +7.0 points to SGR projects

• +6.0 points to MIN projects

• Implementing proposed incentive scoring to FY 26 projects results in:
• Average change in SGR technical score of +1.9 points (range of score change: -8 to +8 points)

• Average change in MIN technical score of +0.5 points (range of score changes: -8 to +8 points)

• In general, incentive points only impact projects near the funding cutoff line
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Agency Survey Questions

1. Would your agency/locality support moving the application period up by two 
months each cycle for all grants except State Operating Assistance?

2. Would your agency/locality support moving from an annual cycle for Major 
Construction projects (construction projects that have a total cost of $3M or more) 
to a biennial application cycle (every other year)?

• Survey results will be presented at TSDAC meeting
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MERIT Program Review
Next Steps and Timeline
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Next Steps

• CTB to consider adoption of modifications to MERIT Operating and Capital 
Assistance Programs 

• DRPT to develop revised procedures, training, and data collection for 
implementation in FY 28

• DRPT to evaluate collection of new data from agencies to support potential future 
refinements to allocation approach 
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Timeline
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Questions,
   Comments,
      Feedback?
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Appendix:
FY 26 Estimated Allocations 

by Agency by Scenario
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Sizing+ Performance 
Adjustment Scenario

• FY 26 Estimated 
Allocation by Agency
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Scenario A. Sizing 
Adjustment Only

• FY 26 Estimated 
Allocation by Agency
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Scenario B. Remove 
Cost from Sizing

• FY 26 Estimated 
Allocation by Agency
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Scenario C. Additional 
Performance Allocation

• FY 26 Estimated 
Allocation by Agency
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Scenario D. Capped 
Funding Growth

• FY 26 Estimated 
Allocation by Agency
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