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COST-BENEFIT RISK ANALYSIS FOR THE 
USA PARKWAY EXTENSION TO US 50 

 
1.0 INTRODUCTION 

 Transportation has always played a significant role for the human race whether for 
nomadic cultures or community development.  The capability of traveling to resources or to 
bring resources to communities has determined the level of economic success of billions of 
people throughout history and especially today.  Whether for activities like trade, exploration, 
conquest, gather resources, or work, transportation has played a dominate role.  Several of the 
major concerns today include the lack of transportation systems that would distribute food and 
medical supplies.  The Tahoe-Reno Industrial Center includes land development that is heavily 
dependent upon freight movement.  Its location along I-80 and near the Reno-Sparks urban 
complex is excellent.  The I-80 Freeway provides access to the Port of Oakland and to Utah and 
points further east including Chicago; consequently the development is ideal for interstate 
distribution centers.  The USA Parkway Interchange with I-80 is the major access road to the 
Center, but there is also access toward the western portion of the development via the Patrick 
Interchange.  There is also a major rail line, the Burlington Northern Santa Fe and Union Pacific, 
paralleling I-80.  There are power plants located on site as well as a natural gas pipeline.   
 Recently, the developer approached the Department of Transportation, concerning 
extending the USA Parkway south to US 50.  The primary objectives for this feasibility study are 
to conduct quantitative and qualitative analyses and determine the benefits and costs as well as 
the risks to the Department associated with extending the USA Parkway, classified as a Minor 
Rural Arterial.  The specific request is to allow the Development to construct the extension of the 
Parkway to US 50, a length of 10.26 miles. 
 The basic methodology for this study includes a presentation of relevant information 
about the development of the Center and the Silver Springs Airport.  A quantitative analysis 
including determining a B/C ratio was conducted.  This was followed by a qualitative analysis of 
the development’s economic impact, acquisition of right-of-way, environmental impact of the 
parkway extension.  Probable risks were then examined and findings and conclusions were 
identified.  Finally, recommendations were developed based on the findings and conclusions.   
 

2.0 TAHOE-RENO INDUSTRIAL CENTER 
2.1 Major Features 
 The Tahoe-Reno Industrial Center was approved by Storey County on February 1, 2000.  
The Center is located in a very advantageous site being approximately 10 miles east of the Reno-
Sparks Urbanized Area with a population of almost 400,000 along I-80.   The initial interchange 
that provided the Center access to I-80 was constructed approximately 4 decades ago and was 
woefully inadequate.  Consequently, the Center provided $14 million, most of the funds, to 
construct a new one, USA Parkway Interchange.  The massive Center contains 107,000 acres, 
30,000 being developable, divided into phases and currently 2094 acres of the 4378 useable acres 
for the first phase have been sold and provided land for warehousing and manufacturing.  
Current occupants include Alcoa, Royal Sierra Extrusions, Dell Computer, San Mar, Wal-Mart, 
and Kal Kan Pet Foods.     
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2.2 Proposed Agreement  
 In December of 2008, the Tahoe-Reno Industrial Center submitted an Agreement to the 
Department of Transportation.  The Agreement proposed by the developer of the Center would 
provide for the construction a roadway, the extension of USA Parkway to US 50.  Several 
provisions of the agreement merit specific mention.  They are:  

1) The Center’s developer will construct a new roadway extension, Minor Rural 
Arterial, approximately 13.5 miles (need limits) in length within 24 months – land 
acquisition, design, construction and inspection.  The Department would then receive 
ownership and maintenance responsibility for the entire parkway.  However, recently 
the length of the extension was changed to 10.26 miles since Storey County will now 
be maintaining the portion within its boundary (see Figure 1). 

2) After the roadway extension is completed the Department of Transportation is to pay 
$40 million to the developer of the Center for the land and roadway improvements. 

3) The roadway design and development process will not be required to meet 
Department highway standards and procedures. 

4) The developer may terminate Agreement for any or no reason while the Department 
cannot terminate agreement. 

5) The Agreement provides no warranty for cost estimates; if the construction bids are 
too high there will be no construction. 

6) The Department will not have authority to approve or disapprove construction plans 
or the actual construction.  Department construction inspection may be done for 
review and comment only.  Additionally, the Department will not have any say 
regarding supplies and materials, which means that the Department cannot require 
materials from its Qualified Products List to be used. 

7) Department will assume all operating and maintenance costs and the Nevada 
Highway Patrol will assume enforcement. 
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8) 
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Department will pay all deed transfer cost.  Deed escrow will be open for a maximum of five 
years regardless whether the roadway construction in complete. 

9) Any Department requested changes in construction plans will be altered by change 
orders in the Agreement with the Department bearing the cost. 

10) The Agreement duration is 60 months or until construction is complete. 
 

3.0 SILVER SPRINGS AIRPORT 
 Lyon County owns and manages the Silver Springs Airport through a long term lease 
with the Silver Springs Airport, LLC.  It is located along US 50 just west of US 95A.  A 
Southern Pacific rail spur intersects US 50 about two miles east of the airport. The Silver Springs 
Airport is sufficient for a Transport Classification, Design Group II.   Since 2001, with Lyon 
County sponsorship, $4,844,063 in FAA and State funded capitol improvements have been made 
on the airport.  It now has a 6,600 by 75 foot runway, lighted 24-hours a day with a parallel 
taxiway, 300 foot overruns at each end of the runway, paved access road, expanded tie downs, all 
weather observation system, precision approach pilot indicators, runway end indicator lighting, 
rotating beacon and perimeter fencing. The airport also contains a 14 unit hangar building, 
restroom facilities and pilot’s lounge.  Fire suppression water lines were installed in 2008 and a 
fueling facility is planned for 2009.  

The county and the Silver Springs Airport, LLC are interested in enlarging the airport to 
serve neighboring counties (Storey and Churchill) to provide corporate/business jet services, air 
cargo service, charter aircraft and eventually some commercial passenger service.  In order to 
accommodate Design Group III, B-737, B757, A300, etc. the runway, taxiway, safety areas, blast 
pads, etc. need to be lengthened and widened, and the runway strengthened.  Additional taxiways 
will need to be constructed.  Facilities for passenger and cargo terminals, crash, fire and rescue, 
maintenance, refueling parking, control tower, etc will be needed.  Lyon County expects to have 
an Airport Master Plan completed in 2010 that will forecast air travel, and identify and program 
needed improvements over the next several years.  The County will then apply for Airport 
Capital Improvement grants from the Federal Aviation administration to help upgrade the 
airport.  

To assess likely impacts of the airport improvement on the development of the Tahoe 
Reno Industrial Center, the nature of air freight needs to be explored. The 2010 Master Plan will 
analyze this topic and many others.  In addition, the Silver Springs Specific Community Plan 
identifies large areas surrounding the airport for employment mixed use that enables 
development of corporate/business offices along US 50 and south of the airport.  The USA 
Parkway Extension link will provide a vital access between the Silver Springs Airport/Tahoe-
Reno Industrial Park and the Reno-Sparks Area for commerce, employment and tourism.  
 For this study of the USA Parkway Extension, some general comments will be made 
pertaining to Tahoe-Reno Industrial Center.  Air freight is generally considered ‘break bulk’ 
wherein the freight is organized in small units rather than the 40 foot containers that is typical of 
oceanic and coastal shipping or even interstate trucking.  Air freight is more characteristic of the 
following: mail and message packages; financial, insurance, real estate, and legal documents; 
medical supplies (especially serums and organs); electronic and computer replacement 
components for active critical systems, and critical equipment parts.  In sum, aircraft is used for 
most of the ‘high values’ items where quick delivery is required. 
 The likely impact of the Silver Springs Airport development on the Tahoe-Reno 
Industrial Center will be the warehousing of items like computer and other electronic parts.  
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Because the origins or destinations of most documents will be the Reno-Sparks area; 
consequently, the transportation of documents is less conducive for Tahoe-Reno Industrial 
Center unless FedEx or UPS actually relocate distribution facilities to the Center property.  
 There is also the likelihood that some warehouse shipments from Fernley would use the 
upgraded Silver Springs Airport.  For example, the Amazon Warehouse in Fernley deals with 
smaller item orders, in contrast to their north Reno Warehouse that deals with larger shipments, 
will be more likely to use trucks.  If the smaller items from Fernley need to be shipped long 
distances overnight, i.e. East Coast, then the Silver Springs Airport would be very helpful.  
 

4.0 TRAVEL FORECASTS 
4.1 Background 

Most of the current access is through the I-80 Interchange with USA Parkway.  The 
Annual Average Daily Traffic (AADT) on I-80 just west of USA Parkway Interchange is 
approximately 24,000 of which 6,300 (26.3%) are heavy trucks (four of more axles) and 960 
(4.0%) are light trucks.  On USA Parkway just south of the interchange, counts in December, 
2009, revealed considerable truck traffic with a count of 811 (17.8%) were heavy trucks and 512 
(11.3%) were light trucks out of an ADT of 4543. 

 

  
 
 

Travel forecasts are a fundamental requirement for determining the need for a new 
roadway or an expansion of an existing one as well as conducting a Cost-Benefit Risk Analysis. 
Absent travel forecasts it is impossible to determine the “value” of a facility in quantifiable terms 
let alone determine the design criteria for its construction.   
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In most cases the development of travel forecasts for a roadway requires current and 
historical traffic volumes and vehicle characteristics data for the region including all parallel and 
intersecting routes.  Comprehensive land use plans for current and future years, employment and 
residential statistics, population estimates, and origin-destination matrices are also important 
pieces of the information puzzle. In most instances much of this data is contained in regional 
travel demand models which are routinely updated in a cooperative and transparent process by 
representatives of the regional governments. Unfortunately, the proposed roadway falls outside 
the boundaries of the regional travel demand models available from the Carson Area 
Metropolitan Planning Organization (CAMPO) and from the Washoe County Regional 
Transportation Commission.  Consequently, traffic forecasts for the proposed roadway are 
problematic considering the dearth of data available. Therefore the following narrative discusses 
the facts, methodology, and assumptions used to develop the travel forecasts that are intended to 
serve as the foundation for Cost-Benefit Risk Analysis for the USA Parkway extension to US 50.  
 
4.2 Facts 

USA Parkway is currently constructed as a 4-lane facility from it’s junction with I-80 
southward for approximately 3.6 miles. Access to the area is limited to the USA Parkway 
Interchange and the Patrick Interchange on I-80. Current and historical traffic volume and 
vehicle classification data are available for I-80, US 50, and US 95 alternate (US 95A). Land use 
data including employment statistics are available for the current and proposed development of 
the Tahoe-Reno Industrial Center serviced by USA Parkway. The only current logical route for 
employees of Center that reside south of USA Parkway includes using the link of US 95A north 
of the junction of US 50. The extension of USA parkway would also likely provide a shorter 
travel time for travelers with origin-destinations south of the junction of US 50/US 95A and west 
of the USA Parkway Interchange on I-80. 
 
4.3 Methodology 

A linear regression analysis was performed for US 95A north of it’s junction of US 50 
using the most recent ten years of data. The R-Squared was 0.96 which indicates a high degree of 
linearity and a subsequent high degree of confidence that traffic on this segment will likely 
follow the same pattern of growth in the future absent significant changes in land use or 
development of alternate routes that might affect travel patterns. The forecast volumes resulting 
from the regression analysis on this segment served as the foundation for predicting future total 
demand north of the junction with an origin-destination south, west, and east of the junction. The 
proportion of vehicles on US 95A north of the junction with US 50 that are coming from or 
going to the east, west and south of the junction of US 50 was derived from a manual turning 
movement count conducted for the am and pm peak hours in May of 2002. The proportion of 
total trips from each direction going to or coming form US 95A north of the junction estimated 
to have an origin-destination west of Fernley that would divert to the USA Parkway extension 
are discussed in the Assumptions subsection. These proportions were used in conjunction with 
the distribution derived from the turning movement data to determine the total proportion of trips 
with an origin-destination west and south of Fernley. The Design Hour Volume and Directional 
split were estimated based on data from the Department’s continuous counter (ATR) located on 
US 50A west of its junction with US 50. The Annual Average Daily Truck Traffic and Design 
Hour Truck Volumes were derived based on a vehicle classification count conducted for 7 
consecutive days in June 2005 on US 95 alternate north of the junction with US 50.  
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4.4 Traffic Data 

The traffic data that was use for this report includes estimates for 2010 Annual Average 
Daily Traffic (AADT) of 2,650, which is expected to grow to 4,120 in 2030.  Of these daily 
estimates approximately 9% will be trucks. 

There were ‘preliminary’ estimates for 2030 for many roadways in Lyon County 
provided to the county by Fehr & Peers in 2008.  The estimate, making use of the Institute of 
Transportation Engineers (ITE) trip generation rates, for the southern end of the USA Parkway 
(at US 50) was approximately 26,500 to 40,300, which is of course much higher than the 
Department’s estimate.  The difference between this estimate and the one use for this analysis 
will need to be addressed in the near future.  

Recently, a forecast by PBS&J in 2009 for USA Parkway just south of the interchange 
with I-80 estimated a range for AADT of 22,200 to 39,300 for the year 2035.   
 
4.5 Assumptions 

The most questionable portion of the analysis is contained in the assumptions on the 
proportion of trips currently on US 95A south, US 50 west, and US 50 east of the junction that 
may have an origin-destination west of Fernley and that may benefit from an extension of the 
USA Parkway. Absent any specific information on these distributions the following assumptions 
were made: (1) One third (33%) of the trips on US 50 west of the junction of US 95A were 
assumed to have an origin-destination west of Fernley and 100 percent of these were assigned to 
USA parkway extension in the future. (2) One half (50 %) of the trips on US 95A south of the 
junction of US 50 were assumed to have an origin-destination west of Fernley and 100 percent of 
these were assigned to USA parkway extension in the future. (3) One tenth of the trips on US 50 
east of the junction of US 95 alternate were assumed to have an origin-destination west of 
Fernley and 100 percent of these were assigned to USA parkway extension in the future. The 
diversion of truck traffic was assumed to mirror this diversion of total traffic. Absent information 
to the contrary, the new employment that will be attracted to the USA Parkway traffic analysis 
zone was assumed to mirror the current distribution of employees as reflected in existing travel 
patterns. Should the Department become aware of new residential developments in the area south 
of the junction of US 50 and US 95A or if origin-destination studies are conducted that challenge 
the assumed distributions, then the travel estimates provided in this analysis would require 
refinement.  
 

5.0 QUANTITATIVE ANALYSIS 
5.1 Benefits and Costs 
 The road user benefits and costs utilized for the following cost-benefit analysis are based 
on cost data and factors used by the consultant that determined B/C ratios for Department’s 
major projects. 
 
User Time Savings 
 Once USA Parkway is fully built from I-80 through to US 50, the distance between Reno 
and Silver Springs will be reduced by about 10 miles.  It is believed that most of the travel 
between these two locations will use the new USA Parkway.  The average velocity on the 
existing route on US 95A, through Fernley then on I 80, is 60 mph.  The new USA Parkway will 
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have a posted speed limit of 50 mph so that was chosen for the average velocity.  The projected 
Average Daily Traffic (ADT) is 2,650 in 2010. 
 Time values for users are determined by FHWA guidelines.  The local, Reno-Sparks area 
road users’ time value is $9.60 per hour, and the business and truck drivers’ value is $30.74 per 
hour. 
 The existing route is about 28 miles long and the new USA Parkway will be about 18 
miles long.  About six minutes will be saved off each trip utilizing the new route.  After 
incorporating the mix of users, daily traffic, and for the whole year, about $$670,000 of saving 
will occur in the first year.  Extending the expected traffic numbers through 20 years, the annual 
savings will rise to over $1,000,000 in today’s dollars. 
 
User Fuel 
 The shorter distance of required travel using USA Parkway Extension versus the Fernley 
route, would save about 10 miles of travel.  Based on Department ADT estimates and FHWA 
total fleet average fuel mileage, about $1,200,000 is saved the first year. 
 
User Emissions 
 Based on the rates of COx at $130/ton, NOx at $54,344/ton, and HC at $7,796/ton, the 
reduction of emissions were calculated.  Based on the difference to distance traveled, and the 
speeds, the following dollar value was determined.  The first year savings due to reduced 
emissions was estimated to be $3,387,016. 
 
Maintenance Costs 
 In comparing current Department roads to the potential maintenance activities that USA 
Parkway will experience, US 95A between Silver Springs and Fernley, all of SR 341, and all of 
SR 342 were examined.  The past three-year average per lane mile of maintenance and 
operations costs were: 
  US 95A $8,361 
  SR 341 $15,714 
  SR 342 $20,256 
 
 Since the elevation of USA Parkway Extension is higher then US 95A but lower then SR 
341 and SR 342, a one-half weighting was given to US 95A, one quarter to each SR 341 and SR 
342.  The estimated annual maintenance cost of USA Parkway will be $13,173 per centerline 
mile for a first year cost estimated at $135,681.  A two inch overlay is modeled at 10 and 20 
years of age for USA Parkway.  The estimated cost of the overlay is just over $3.8 million.  
 
Safety 
 Three years of actual accident data was analyzed on the route between Silver Springs and 
USA Parkway Interchange through Fernley.  The crash rates (fatal, injury and property damage 
only) for I-80, SR 427 (through Fernley) and US 95A south to US 50 were determined.  
Accidents rates on USA Parkway were modeled as 3.6 miles of urban minor arterial and 16.4 
miles of rural arterial.  The crash rates were based on statewide averages for these functional 
classes of highways.  The next step removed the 2,650 AADT from I-80, SR 427 and US 95A, 
and then determined the reduction in fatalities, injuries and property damage only.  This was 
followed by adding the 2,650 trips per day to the parkway. 
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 Because of the very low crash rates on I-80, the total crashes are expected to increase on 
the USA Parkway route versus the existing route through Fernley.  The initial annual cost of the 
increased accidents was calculated to be just over $2 million.  This amount is based on values 
from the National Safety Council and a 1991 Urban Institute/FHWA study.  The cost of a death 
is $4,474,000, and injury accident is $100,000, and property damage only of $8,365. 
 
B/C Ratio 
 The transportation benefits over 20 years, in today’s dollars, total to about $74,600,000.  
The estimated capital costs are the terms of the agreement with Department, which is set at $40 
million.  The result of this analysis show that the extension to the parkway benefit/cost ratio is 
1.86 
 
2.2 R/W Cost 
 Tahoe-Reno Industrial Center currently own most of the 18 miles of Right of Way for 
USA Parkway.  The Center will use their currently owned right-of-way for the proposed 
alignment of USA Parkway.  The un-owned right-of-way will need to be purchased.  Among 
other owners, right-of-way will need to be purchased from BLM.  The Department Right of Way 
division estimates the total cost of these purchases to be about $1,000,000.  However, the right-
of-way is included in the $40 million according to the proposed agreement; consequently, it not 
included in the B/C ratio.  
 
2.3 Economic Development 
 The real value of this project is in allowing for the development of the RTIP.  Based on 
forecasts published in Tahoe-Reno Industrial Center Fiscal Impact Analysis prepared by Fox 
Consulting in November 1999, and Which One Does What?  An Economic Examination of Two 
Northern Nevada Industrial Developments prepared by Nevada Commission on Economic 
Development and State of Nevada Demographer in February 2002, Estimates were made for the 
economic benefit of the Development and USA Parkway to Nevada.   
 The Fox estimates revenues to state and local governments generated from the 
development.  The Nevada Commission estimates net impact on local Gross Product.  After 
analyzing the relationship of the Gross Nevada Product to State of Nevada General Fund 
revenue, it was determined that the two reports show comparable growth rates and impacts to 
state government. 
 In order for the Tahoe-Reno Industrial Center to realize the growth predicted in the two 
reports, annualized growth must be about 18% through at least 2025.  Bases on current State of 
Nevada Demographer estimates, it appears that the Center is currently meeting the growth 
expectations predicted in both report 1.  It is still believed that Center can continue to grow at the 
expected 18% rate for some time to come. However, with the current major economic recession 
that is international in scope as well as national, statewide and local, it is difficult to assume the 
18% grow rate will continue for the next several years. 
 Since the decision at hand for the Department is weather or not to enter an agreement to 
build and assume responsibility for the extension of USA Parkway, the rest of this section will 
try to focus on the differences that the USA Parkway will create. 
 This Tahoe-Reno Industrial Center can become fully developed without the completion 
of USA Parkway.  However, with the completion of USA Parkway, Center should be able to 
develop quicker, and should allow its customers more benefits.  By allowing Center to offer 
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more benefits to its customers, Center will be more competitive and should a more profitable mix 
of customers.  That should translate into more tax revenues to the state. 
 Based on estimates provided by Reno Engineering (employed by the Center), the total 
acres developed in the center through 2030 without the parkway extension would be about 5,000 
acres.  Total acreage build out with the USA Parkway extension is estimated to be 11,500 acres 
according to the Reno Engineering estimates.   
 Using state revenue per acre derived from Fox Consulting report, this would amount to 
about $20,000,000 difference in state revenue in 2030.  Through 2030, the cumulative difference 
in revenue would be about $200,000,000.  This is revenue only.  No attempt has been made to 
account for higher state expenses associated with economic development.   
 The economic impact of the parkway extension reported above is interesting.  By 
providing access to a generally under developed area, Silver Springs – Stage Coach, the Tahoe-
Reno Industrial Center would accelerate the build-out acreage by 130%.  This implies 6500 acres 
from the Reno-Sparks will be relocated to Center through 2030.  How likely is that relocation?  
Given the proximity of the Center to the Reno-Sparks Area and the subsequent economic 
interaction compared with the proximity to the greater Silver Springs area and the ‘potential’ 
economic interaction, it is difficult to understand how the parkway extension would accelerate 
the develop by the 130%.   
 With the additional development, Lyon County would need to provide considerable 
public infrastructure and services.  How much economic benefit to Lyon County will accrue 
from the Center?  Given the current economic situation, such determinations are difficult to 
forecast.     
 

6.0 QUALITATIVE ANALYSIS 
6.1 Public-Private-Partnerships  
 These partnerships are legal arrangements between public agencies and private entities 
that allow for greater participation in transportation project development and funding by the 
private sector.  The partnerships provide a means for the private entities to assume a degree of 
risk, especially financially, for the transportation projects.  The level of risk is typically 
associated with the opportunity for income available to the private entity.  The general types of 
partnerships include: 
  Design-build 
  Design-Build-Operate-Maintain 
  Design-Build-Finance-Operate 
  Lease Develop Operate 
 In the case of the USA Parkway Extension, the proposed Tahoe-Reno Industrial Center 
agreement is the design-build variety.  The primary purpose for such partnerships is for the 
public and private entities to share costs, risks and benefits of a particular transportation project.  
The Public-Private-Partnerships are not to be a vehicle to circumvent federal and state 
regulations/laws. 
 
6.2 Right-of-Way Issues 

The are three issues that might provide considerable risk for Department, namely, the 
Uniform Act, Bureau of Land Management (BLM) acquisitions and the Setting of Just 
Compensation. 
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The Tahoe-Reno Industrial Center developer must follow the Uniform Act on all 
acquisitions.  This will be challenging if they are looking to cut corners and take short cuts.  With 
the resent passing of the Peoples’ Initiative to Stop the Taking of Our Land (PISTOL) and the 
FHWA issues with Local Public Agencies and Stewardships, the Department would likely lose 
credibility.   
  There are several BLM parcels that will be impacted.  Typically, due to the federal 
requirements, these can be very time consuming acquisitions.  

Department required by FHWA to set just compensation for all property acquisitions 
when a local public agency has been delegated acquisition authority.  The Developer will need to 
submit all appraisals and reviews to the Department so ‘just compensation’ is set for each parcel, 
prior to any acquisitions.      
 
6.3 Environmental Issues  
 Segments of the public will be unhappy if a state highway is constructed without 
following present standard Department practices.  Several likely concerns would not be analyzed 
i.e. wildlife, wetlands, social disruption and archeology, to determine whether mitigation is in 
order.  The proposed agreement will undoubtedly be viewed by some as a veiled attempt by the 
Department to avoid environmental mitigation. 
 
6.4 Prevailing Wages 
 Prevailing wages, this would result in an easy argument in court that this proposed 
agreement is a veiled attempt by the Department to avoid prevailing wage requirements.  This 
item is more urgent than the others because the others require something to happen or go wrong, 
then legal action can take place.  With this item, avoiding prevailing wages is the wrong.  In fact, 
the proposed agreement could be in court on this topic before or soon after construction would 
begin. 
 
6.4 Public Involvement 
 In the past the Department has found it difficult to successfully develop highway projects 
without effective public involvement.  The Department has invested considerable resources to 
develop favorable relations with the public during the US 50 Corridor Study.  An attempt to 
avoid an open project development process with the parkway extension will most likely damage 
the credibility of the Department significant. 
 
6.4 Agreement Issues 
 The draft agreement allows very little risk to Tahoe-Reno Industrial Center, at most 
design costs.  For the Department there considerable risk for several reasons: 1) roadway may 
not be constructed to Department standards, 2) the Department cannot assure the quality of 
materials and supplies, 3) segments of the public will undoubted be unhappy to see a state 
highway constructed without following present standard Department practices.  4) The Center 
can terminate the agreement, but the Department cannot. 
 
6.5 System Continuity 
 From a highway system context, a roadway that connects an interstate highway to a US 
route as originally proposed is attractive and a state highway designation would be appropriate.  
The development and construction of such a highway would need to be weighed against other 
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demands on the Department construction and maintenance budgets.  However, with the recent 
change, the new state highway would have to be a ‘spur’ (US 50 to Lyon/Storey border) that will 
serve primarily one land-owner.  If the northern 7 miles is owned and maintained by Storey 
County, then logic would suggest that the southern 10 miles be owned and maintained by Lyon 
County.          
 
6.6 Funding 
 Under the terms of the Agreement, the Department will provide $40 million for the 
construction of a new State Highway.  Over then next eight years approximately $6 billion 
statewide is needed for capacity projects within the next decade, while the Department of 
Transportation’s preservation program will under funded by $1.7 billion in 2012 without a 
significant increase in funding.   
 While the Department does have a category of funding that can support economic 
development, there are two major drawbacks.  First, it was developed to support smaller projects 
so there is only $4 million available annually.  Second, this funding can also be used to support 
projects not related to economic development.  There are major funding categories that could be 
applied to this project; however, the USA Parkway Extension will need to compete against major 
capacity projects.    
 
6.7 Cost Effectiveness 
 To say that there is a shortfall in funding for the Department is a severe under statement.  
The extension of the USA Parkway is considered a system expansion project and must compete 
against the capacity projects in our large urban areas.  For example, in Reno there project on US 
395 to widen it northbound between Moana and I-80.  This expansion is estimated at $70 million 
that will affect approximately 75,000 AADT of present traffic.  The parkway extension will cost 
$40 million as per proposed agreement and will impact an initial estimated 2650 AADT.  Given 
the current and initial AADT and length of these two projects the US 395 will cost 
approximately $0.90/VMT and the parkway extension will cost about $3.60/VMT.  The basic 
policy issue facing the Department is to determine the most cost-effective use of $40 million at 
the present time. 
 
6.8 Transportation Plan 
 As far as we have determined, the USA Parkway Extension does not appear on any 
approved transportation planning document.  Consequently, before any funding action could be 
initiated, the Extension would need to be added to a regional plan.  However, the USA Parkway 
has been given a designation of State Route 439, pending an acceptable agreement.   
  

7.0 MAJOR FINDINGS 
 There are numerous major findings associated with this Cost-Benefit Risk Analysis for 
extending the USA Parkway south to US 50 and the agreement proposed by the Tahoe-Reno 
Industrial Center.  
 The B/C ratio for the USA Parkway Extension was found to be about 1.86, based on the 
$40 million purchase price in the proposed December agreement.  It should also be remembered 
that according to the proposed agreement, the USA Parkway Extension will not be built to the 
Department’s existing standards and practices.   
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 There is considerable direct and indirect economic benefit to local and state governments 
for the Center.  However, the costs for public infrastructure and services required to support the 
resulting secondary economic impact apparently has not been estimated.  The impact of the 
extension claiming to accelerate the build-out by 130% needs to be investigated before funds are 
applied to the extension.    

There were preliminary estimates for 2030 for many roadways provided to Lyon County 
by a consultant.  The estimate for the southern end of the USA Parkway was much higher then 
the estimate provided by the Department.  There has not been sufficient time or resources to 
address the difference. 
 One significant risk is that the developer will avoid the federal and state environment 
requirements.  In the past the Department has been challenged regarding environmental issues.  
In recent years it has focused on cooperating with local, regional and national resources agencies 
to address concerns and developing mitigation strategies.  To have these items ignored, the 
Department would lose creditability and could be subjected to lawsuits. 
 The lack of Department public hearings/involvement will be a significant risk to the loss 
of excellent Department creditability that developed during the US 50 Corridor Study. 
 Another major risk is avoiding the use of prevailing wages, which would likely lead to 
lawsuits.  The Department has exerted considerable effort to maintain good relations with the 
contracting industry and does not want to jeopardize those relations 
 The assumptions used for the development of Tahoe-Reno Industrial Center create a 
substantial risk for the Department.  If the Department invests in the extension of the parkway, 
there is a risk that the development will not occur as expected. 
 The fact that the Department standards and materials requirement are not required will 
create a significant risk that the extension will require more maintenance and preservation than 
normally expected from a Minor Arterial. 
 There are some right-of-way risks that could reflect badly on the Department. 
 The present financial situation of the Department is not good.  Through 2016 there is not 
sufficient funding to meet the urban capacity needs.  From a cost effectiveness perspective, 
investing $40 million in the US-395 Northbound Auxiliary Lane project in the short term will be 
a more cost effectiveness use of that money.   
 Given the fact that the Department’s highway preservation program is grossly under 
funding, the $40 million would be better spent on preservation projects.  
 Finally, the USA Parkway Extension does not appear in planning documents.  
 
8.0 RECOMMENDATIONS 
 There are several recommendations to consider.  While there is a favorable B/C ratio 
(1.86 per the $40 million price), the Department should NOT approve the December agreement 
as written.  There are too many significant risks identified in Section 7.0, Major Findings.  
Before the Department reconsiders the proposed agreement, the major risk concerns will need to 
be addressed.  
 The concept of funding the extension could be revisited when the Silver Springs Airport 
Master Plan is completed in 2010.  The master plan should reveal considerable information about 
potential and likely airport related cargo activity, and growth in development near the airport.    
 Since the extension would support local economic activity, it is recommended that Lyon 
County take responsibility for the portion of the extension within its jurisdiction and that Story 
County be responsible of the northern portion of the parkway, within its boundaries. 
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 The final comment is that the Department could consider loaning the $40 million to Lyon 
County for the construction of the Extension and then, after 5 years (or so), have Lyon County 
begin making payments to pay back the Department with reasonable interest over the next 10 
years (or so).  The 5 year grace period would allow Lyon County time to begin receiving revenue 
from the Center’s development to repay the Department. 
 

9.0 APPENDIX – REFERENCES 
 

 http://www.alcornrealty.com/tahoe-reno.htm 
 Tahoe-Reno Industrial Center Fiscal Impact Analysis prepared by Fox Consulting in 
November 1999. 
 Which One Does What?  An Economic Examination of Two Northern Nevada Industrial 
Developments prepared by Nevada Commission on Economic Development and State of Nevada 
Demographer in February 2002. 
 http://www.fhwa.dot.gov/PPP/defined_default.htm 

Mike Lawson, Department of Transportation Memorandum to Jeff Lerud, Design 
Designation for USA Parkway North of US 50, January 9, 2009. 
 
 
 


