




Risk Scenario Planning ToolRisk Scenario Planning Tool
The Risk Scenario Planning (RSP) tool is a partial budgeting tool designed like a typical partial budget; it includes sections for added and reduced 
costs and returns. What sets the RSP tool apart is its analysis section, which allows users to incorporate risk using one or two uncertain variables 
in their estimates. This feature enables users to input a range of forecast values—minimum, maximum, and most likely values—for the uncertain 
variables, generating a probability distribution that illustrates the breadth of potential outcomes. Based on the variables entered, the RSP tool 
produces estimates of the net benefit, along with the associated probabilities.
	 The RSP tool fits this case because the decision is short-term, bounded, and uncertain. The Cruz family is not yet comparing a permanent 
multi-year investment. They are testing whether a 90-day VF trial can reduce use of the burned area enough to allow grazing on the rest of the 
allotment for one season.

RSP Partial Budget SetupRSP Partial Budget Setup
The proposed change is the 90-day VF trial compared with not using the federal allotment until enough physical fence can be rebuilt. The partial 
budget includes only items that change because of the proposed change.
Positive effects – Reduced Costs
•	Reduced replacement forage or pasture cost: 350 pairs for 3 months [350*(90 days / 30 days/month] = 1,050 pair-months at $35 per pair 

per month = $36,750 total
•	Reduced emergency fence-repair premium: $8,000 total. This represents the estimated rush-cost premium avoided if full fence repair can be 

scheduled later rather than completed before turnout

Negative effects – Added Costs
•	VF system access, collars, base-station equipment, data service, and technical support 

for 90 days. (Note: lease-model pricing and a single base station may reduce this total 
for 350 pairs): $24,000 total

•	Collar installation, training period labor, and pre-turnout handling: $4,800 total
•	Labor for cattle monitoring and removal following breach: $1,000 total
•	Management time working with agency to document and map boundaries: $1,200 total

Estimated Net Benefit Before Risk Analysis
•	Positive effects: $44,750 total
•	Negative effects: $31,000 total
•	Estimated net benefit: $13,750 total
This point estimate is not the decision. It only shows what the budget looks like before 
uncertainty is added. The RSP Tool is used because several values could vary enough to 
change the interpretation.

Uncertain Values for the RSP ToolUncertain Values for the RSP Tool
Uncertain Value 1 - Grazing-Use Days Retained:
This value represents how many of the planned 90 grazing days the Cruz family can keep 
using the unburned part of the allotment. If the VF trial works well and the agency remains 
satisfied, the value is near the full 90 days. If repeated breaches occur and the cattle must 
be removed early, the value falls.
•	Minimum: 45 days retained or 350*(45 days / 30 days/month) = 525 pair-months
•	Most likely: 75 days retained or 350*(75 days / 30 days/month) = 875 pair-months
•	Maximum: 90 days retained or 350*(90 days / 30 days/month) = 1,050 pair-months
This value affects the reduced cost side of the partial budget.

Uncertain Value 2 - Reduced Emergency Fence-repair premium:
This value captures an estimate of the rush-cost premium avoided if the Cruz family can postpone the full repair until after turnout pressure has 
passed. The trial may avoid the whole rush premium, only part of it, or none of it if the agency still requires immediate work.
•	Minimum: $0
•	Most likely: $4,000
•	Maximum: $8,000
This value affects the reduced cost side of the partial budget.

RSP Tool ResultsRSP Tool Results
The RSP tool generates results based on repeated random draws (1,000 total draws) from the distributions of uncertain grazing days and reduced 
emergency fence-repair premium, allowing those values to vary within their respective ranges. The result is a probability graph describing a range 
of possible net benefits for the 90-day VF trial the Cruz family should expect, Figure 2. 
	 The 50/50 or most-likely value was $2,808, meaning that half of the simulated outcomes were above that amount and half were below it. The 
low-end result was -$8,344, while the high-end result was $10,877. The variability in this analysis range comes from allowing grazing-use days 
retained and the reduced fence-repair premium to vary, which means that the decision hinges mainly on whether the cattle can remain on the 
unburned part of the allotment long enough to preserve forage value and/or whether the estimate for reduced emergency fence-repair premium 
is close. 
	 It is worth noting that both of these factors appear on the positive effects or benefits side of the budget for a VF trial. This is often the area 
of greatest uncertainty around the adoption of virtual fencing. Variation in other factors could also change the outcome and should be carefully 
considered before any final decision is made.
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