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SESSION SUMMARY

Assessing portfolios of programs to pick programs that have the highest potential to capture
savings is a challenging job. Trusting the program’s projected savings is not enough, because the
program’s projected savings may never be captured. This session examines approaches for addressing
uncertainties in portfolio planning in order to minimize risk of low savings and maximize the potential
for high savings. During this session three different assessment/evaluation approaches will be
presented.

The first paper describes the use of Monte Carlo simulations to identify which programs have the
greatest probability of under or over performing. This approach was first used by the California PUC to
determine how to allocate $70 million worth of evaluation resources. Following this effort, PG&E used
a similar approach to assess which programs offer the highest potential for meeting the company’s
energy savings goals.

The second paper uses the Analytic Hierarchy Process (AHP) to assess the real program
performance risks from multiple perspectives. This process uses AHP “pair-wise” approaches to
evaluate the relative importance of various risk factors that can be expected to affect the performance of
a program or portfolio of programs.

The final paper demonstrates the use of Modern Portfolio Management Theory to design and
offer programs that offer the greatest return of savings within a portfolio investment strategy. This paper
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will present how portfolio management methods used in the financial community can be modified to
identify portfolio of programs that have the highest performance potential.
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