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OUTLINE

• Resource Supply Curves

• Adapting Prudence to the 21 century

• The Four Regions of Knowledge

• A Road Map to the Future 











• In the current environment the core principles 
of prudency and least cost planning should be 
reaffirmed, but a prudent, integrated resource 
plan must 

• be hedged against risk, 

• maximize options to reduce uncertainty, 

• be flexible with respect to outcomes that are, 
at best, vague and 

• be insulated against ignorance of the 
unknown







PRACTICAL ADVICE

1. Identify the trade-offs between cost and risk and lower risk 
through hedging. 

2. Reduce exposure to uncertainty by buying time. 

3. Keep options open by acquiring small assets that can be added 
quickly.  

4. Minimize surprises by avoiding assets that have unknown or 
uncontrollable effects. 

5. Create systems that monitor conditions and can adapt to 
change to maintain system performance. 

6. Build resilience with diversified assets by increasing variety, 
creating balance, and adding disparity.

7. Buy insurance where possible and recognize that diversity is 
the best insurance against ignorance.  



LIFELONG FINANCIAL STRATEGIES TIP SHEET

TIP #1: Seek assistance from a CERTIFIED FINANCIAL PLANNER

TIP #2: Buy long‐term care insurance now, when it’s less expensive

TIP #3: Have and follow an investment roadmap

TIP #4: Diversify your assets

TIP #5: Prepare properly for the years to come

LONG TERM FINANCIAL PLANNING: SECURING YOUR FINANCIAL FUTURE

What concepts do I need to understand to make sure the money I invest 
continues to grow?

Why is "risk" an important concept to investors?

What is meant by "diversification"?

"Volatility" is a term that I have heard used, but what is it?

Why is insurance important and how do I determine whether I need it?
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The Region of Ignorance

Search for Swans: 
Consistency
Unintended Consequences  
Additional Externalities

Diversity:
Structural - resources that are 

varied, 
balanced and 
disparate  

Alternative Instruments
Sufficiency:  

Adequacy 
Sequence 





SUFFICIENCY – KEEPING THE LIGHTS ON 
IN A LOW CARBON ENVIRONMENT



MAJOR IMPLICATIONS
1. Acquisition of central station facilities, particularly nuclear, 

makes long-term commitments in exactly the wrong way for 
the current decision making environment. 

2. The dash to gas that is developing is being significantly 
overdone because it exposes ratepayers to volatility risks and 
unnecessary uncertainty.

3. A balanced approach that begins with a great deal more 
efficiency and locally abundant renewables that can be 
acquired more quickly and in much smaller increments, 
combined with natural gas, yields lower expected costs. 

4. Long-term contracts for smaller increments of the more 
attractive resources are a form of insurance that public utility 
commissions should require utilities to acquire.    
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