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2014 was a wonderful year for Probability Management. It is with pride that we present our accomplishments, outlined below and detailed later in this report. We:

•	 Set up a robust accounting system
•	 Released the second generation of the open SIPmath™ standard
•	 Introduced new tools to generate SIP libraries from Palisade’s @RISK and Oracle Crystal Ball, which between them represent tens of thousands of simulation users.
•	 Published several articles, and were cited in the prestigious MIT Sloan Management Review.
•	 Both presented at and hosted several conferences.
•	 Developed	a	relationship	with	an	important	nonprofit	in	the	area	of	K-12	education.

How did we do it?  With the help of our sponsors. In particular, I want to thank Phil Fahringer of Lockheed Martin, Brian Putt of Chevron, and Martha Gardner of General 
Electric	for	their	ongoing	and	increasing	support	of	our	efforts.	

Steve Roemerman, of Lone Star Analysis, the organization’s most recent sponsor, dedicated his energy and valuable guidance in the release of the 2.0 SIPmath standard. 
Marc Thibault, the chair of our standards committee, also deserves special thanks for doing the heavy lifting on this very important project. Like me, he has contributed all 
his time on a voluntary basis.

Melissa Kirmse, our new Director of Operations, has proven to be a Jill of all trades, with activities ranging from coauthoring our recent article in OR/MS Today to setting 
up our accounting system from scratch.

Harry	Markowitz,	in	spite	of	a	full	schedule	and	a	multi-volume	book	contract,	has	been	generous	with	his	time	and	steadfast	with	his	guidance.	

Michele Hyndman, who joined Harry and me on the board last year, has come in to her own voice as a spokesperson for Probablity Management, gaining respect from 
those with and without statistical training. She has truly become my right hand and left brain.

There	is	an	old	story	about	the	economist	who	sees	a	$20	bill	lying	on	the	sidewalk,	but	doesn’t	reach	down	to	pick	it	up	because	he	figures	that	if	it	were	really	
there someone else would already have taken it. In 2014, we developed what amounts to an endless trail of $20 bills in the way of free tools and methods that bring 
transparency	to	uncertainty	and	have	the	potential	to	cure	the	flaw	of	averages	worldwide.	Our	goal	in	2015	is	to	let	the	world	know	they	are	real.

Sincerely,

Sam L. Savage
Executive Director
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A letter from our Executive Director
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Our Sponsors and Affiliates
Thank	you	to	our	generous	sponsors	and	affiliates!	With	their	support,	2014	was	Probability	Management’s	most	active	and	successful	year	yet.	

Foundation for Creativity in Dispute Resolution Computer Law LLC

Sponsors

Affiliations Research Partner

Government Finance 
Officials Association
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Board of Directors
Sam L. Savage 
Executive Director and 
Chairman of the Board

Sam L. Savage led the 
development of the 
open SIPmath standard 
for storing probability 
distributions as auditable 
data. Sam is also the 
author of The Flaw of 
Averages: Why We Underestimate Risk in the Face 
of Uncertainty, and is a Consulting Professor at 
Stanford University.

After receiving his Ph.D. in computational 
complexity from Yale University in 1973, Sam 
spent a year in the Mathematics Department 
at General Motors Research Laboratory, and 
then joined the Management Science faculty of 
the University of Chicago Graduate School of 
Business. Here he discovered that an Algebraic 
Curtain separated the bulk of his management 
students	from	management	science.	In	1985,	Dr.	
Savage led the development of software called 
What’sBest!®,	which	coupled	Linear	Programming	
to	Lotus	1-2-3.	The	package	won	PC	Magazine’s	
Technical Excellence Award in 1986. Since then, 
Sam has continued working to bring analytical 
tools	to	managers	in	an	algebra-free	environment.	
In 1990, Sam moved to Stanford, where he teaches 
Management Science in the Engineering School. 
He has been a Visiting Professor at Northwestern 
University’s Kellogg School of Business and the 
Naval Postgraduate School in Monterey, and is 
a Fellow of the Judge Business School at the 
University of Cambridge.

Dr. Savage consults and lectures extensively to 
business and government agencies through his 
consulting	firm,	AnalyCorp	Inc.,	and	serves	as	an	
expert witness. 

Michele Hyndman 
Associate Director and 
Board Member

Michele Hyndman 
has	over	15	years	
of public relations 
and communications 
experience. She has 
worked in broadcast 
television, at a public 
relations	firm	and	
was the public relations manager at Stanford 
University Medical School Blood Center for 
over	10	years.	Michele	works	effectively	and	
cooperatively with people at all levels of an 
organization, media and industry contacts, and 
vendors to achieve successful branding, media, 
marketing, advertising and communications plans. 
In 2012, she launched MMH Communications to 
leverage her experience and industry contacts to 
help	other	nonprofits	and	small	businesses	thrive	
in a highly competitive landscape. Michele is 
inspired by organizations that help to improve the 
lives of others.

As Associate Director, Michele manages 
communication and marketing strategies, 
coordinates outreach to corporate sponsors and 
partners, and oversees Probability Management 
conferences and events.

Michele holds a Bachelor of Arts (BA) in 
Communication and Media Studies from 
California State University, Sacramento.

Harry Markowitz 
Board Member

Dr. Markowitz has applied 
computer and mathematical 
techniques to various 
practical decision making 
areas.	In	finance:	in	an	article	
in	1952	and	a	book	in	1959	
he presented what is now 
referred to as MPT, “modern 
portfolio theory.” This has become a standard 
topic in college courses and texts on investments, 
and is widely used by institutional investors 
and	financial	advisors	for	asset	allocation,	risk	
control and attribution analysis. In other areas: Dr. 
Markowitz developed “sparse matrix” techniques 
for solving very large mathematical optimization 
problems. These techniques are now standard in 
production software for optimization programs. 
Dr. Markowitz also designed and supervised the 
development of the SIMSCRIPT programming 
language. SIMSCRIPT has been widely used for 
programming computer simulations of systems 
like factories, transportation systems and 
communication networks.

In 1989 Dr. Markowitz received The John von 
Neumann Award from the Operations Research 
Society of America for his work in portfolio theory, 
sparse matrix techniques and SIMSCRIPT. In 
1990 he shared The Nobel Prize in Economics 
for his work on portfolio theory. Dr. Markowitz is 
the principal of Harry Markowitz Company. He is 
also an adjunct professor at the Rady School of 
Management, UCSD.
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Our Team
Melissa Kirmse
Director of Operations

Melissa Kirmse has 
over 20 years of 
project coordination, 
administrative, and 
technical writing 
experience. She has 
worked for various tech 
companies including 
Microsoft and TiVo. 
Together with Dr. Sam Savage, she coauthored 
the article “Probability Management 2.0,” which 
appeared in the October 2014 issue of OR/MS 
Today. Melissa was recently promoted to Director 
of Operations at Probability Management. She 
set up an accounting system for the company 
and	manages	the	day-to-day	accounting.	She	
coordinates PM’s presence at various trade shows 
and conferences throughout the year and manages 
corporate communications and logistics. Melissa 
graduated summa cum laude from the University of 
Maryland with a degree in Communication Studies.

Dave Empey
Director of Software 
Development

Dave Empey has 
more than 20 years of 
experience with Monte 
Carlo simulation. He has 
worked with Dr. Sam 
Savage since the early 
1990’s, and developed 
Monte Carlo and decision tree software for 
Anadarko Petroleum Corporation, the Bessemer 
Trust, the NSA, Royal Dutch Shell, and Lockheed 
Martin, among others. With Dr. Savage, Dave has 
developed software for creating and manipulating 
Stochastic Information Packets (SIPs), and a 
compressed form of SIP representation called 
Distribution Strings.

John Marc Thibault
Chair of Standards 
Committee

John Marc Thibault is an 
independent consultant 
with	a	twenty-year	
practice focused on 
technical analysis, design 
and planning. His clients 
have included a large 
fraction of the Canadian 
federal government’s departments and a variety 
of	high-tech	companies.	His	earlier	experience	
includes over a decade of marketing and 
technology roles at Xerox, and senior management 
in	two	high-tech	startups.	He	has	a	physics	degree	
from Loyola College in Montreal.

Author of the “Art of the Plan” blog at goodplan.
ca, he is developing software and operational 
techniques	to	fix	the	Flaw	of	Averages	in	project	
planning, and to correct the systemic errors that 
result	in	high-risk	plans	and	unattainable	targets.

Jordan Alen
Technology 
Coordinator

Jordan Alen is 
responsible for the 
implementation and 
management of the 
website. Jordan has 
worked closely with 
Sam on projects 
ranging from the DARPA 
proposal abstract to the events scheduled for 
the San Diego conference. His interests include 
astrophysics and Toastmasters meetings.
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2014 Accomplishments
Website
Early in 2014 Jordan Alen, our Technology Coordinator, oversaw a major upgrade to 
our website. 

Accounting
Melissa Kirmse, Director of Operations, put a formal accounting system in place 
using	QuickBooks	with	the	guidance	of	two	experienced	financial	consultants.	This	
took	significant	effort	to	set	up,	but	it	will	be	easy	to	maintain	on	our	own	and	was	
absolutely necessary for further development of the organization.

Tools
In 2014, under the direction of Dave Empey, Director of Software Development, we 
introduced several new tools that will greatly facilitate the adoption of the SIPmath 
Open Standard as outlined below.
•	 SIPmaker

Sam Savage, Executive Director, donated a license to Probability Management 
for	the	source	code	to	his	simulation	program	XLSim®	to	serve	as	the	basis	for	
an	Excel-based	Monte	Carlo	package	to	generate	SIP	libraries	according	to	the	
SIPmath 2.0 open standard.

•	 @Risk translator
Andrew Pulvermacher, a probability management evangelist, developed and 
donated VBA code to create SIP libraries from simulation models developed in 
Palisade’s @RISK package.

•	 Oracle Crystal Ball translator
Eric	Wainwright,	Co-founder	and	Chief	Technical	Officer	of	Oracle	Crystal	Ball,	
created a macro to create SIP libraries from simulation models in Crystal Ball. 

2.0 Standard
In 2014, Marc Thibault, Chair of our Standards Committee, released version 2.0 of 
the SIPmath standard, which extends the supported formats beyond XLSX to XML 
and CSV. Marc was greatly assisted by Steve Roemerman and Randy Allen of Lone 
Star Analysis, our most recent sponsor.

Education
We	have	continued	our	thrust	into	K-12	Education	with	the	assistance	of	Brian	Putt	
of Chevron.
•	 Sam gave a presentation at a Boy Scout Encampment focused on Science, 

Technology, Engineering and Mathematics (STEM).
•	 Probability	Management	developed	a	relationship	with	nonprofit	Project	Lead	

The Way (PLTW.org), the nation’s leading provider of STEM programs for 
K-12.	Sam	is	currently	leading	a	team	of	Stanford	University	students	in	the	
development of a curriculum for PLTW in the area of simulation modeling.

Articles
Four	significant	publications	featured	Probability	Management	in	2014.	The	
articles are available on the News & Publications page of our website.
•	 Government	Finance	Officers	Association	(GFOA):	Sam	Savage	and	

Shayne Kavanagh, Senior Research Manager at GFOA, coauthored the 
article “Probability Management in Financial Planning” in the February 
2014 Government Finance Review.

•	 October 2014 OR/MS Today: Sam Savage and Melissa Kirmse 
coauthored the article “Probability Management 2.0” and Sam Savage 
wrote the piece, “Teaching Modern Portfolio Theory to Ten Year Olds.”

•	 December 2014 MIT Sloan Management Review: Psychologists Robin 
Hogarth	and	Emre	Soyer	present	the	benefits	of	interactive	simulation,	
one of the cornerstones of the discipline of probability management. 
In “Using Simulated Experience to Make Sense of Big Data,” Hogarth 
and	Soyer	cite	Probability	Management	as	“a	non-profit	organization	
that aims at improving communication of uncertainty” and applies 
“simulation-based	communication	to	improve	actual	managerial	
decisions and public policies.” 

Adoptions of the Standard
Frontline	Systems	and	Lumina	Decision	Systems	have	supported	our	efforts	
for several years. 2014 saw the addition of Oracle Crystal Ball and Forio, a 
provider of online simulations.

Conferences
In 2014, we both presented at and sponsored several conferences.

Presentations
•	 INFORMS Analytics Conference (Boston – April)
•	 Government	Finance	Officers	Association	National	Meeting	

(Minneapolis – May)
•	 INFORMS Big Data Conference (San Jose – June)
•	 INFORMS Annual Meeting (San Francisco – November)

Conferences Sponsored
We sponsored two meetings in San Diego in 2014.
•	 Annual Meeting (February)
•	 Special Meeting of the Standards Committee (July)

In addition, we delivered four Webinars in April.
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2015 Proposed Activities and Goals
Website
Our website has evolved in various stages and needs to be consolidated 
into	a	more	robust	configuration	to	support	increased	traffic.

Outreach
We intend to increase awareness of the discipline of probability 
management	by	engaging	a	public	relations	firm	to	help	us	target:

•	 The Technical Press
There	are	numerous	channels	devoted	to	analytics	that	would	find	the	
discipline of probability management to be of interest.

•	 Social Media
The	Probability	Management	group	at	LinkedIn	currently	has	over	500	
members. We plan to become more proactive in this group and explore 
other social media.

•	 Corporations
We plan outreach to corporations to recruit new members and assist 
them in setting up communities of practice. In particular, Microsoft 
has	the	potential	to	benefit	greatly	from	the	discipline	of	probability	
management because of the central role of Excel. 

•	 User groups
There	are	significant	user	groups	for	Oracle	Crystal	Ball	and	Palisade’s	
@Risk, which we plan to target.

•	 Videos
We intend to develop several short professional quality documentaries 
describing	the	benefits	of	probability	management.

K-12 Education
We plan to continue our work with PLTW and teams of Stanford students to 
bring	the	arithmetic	of	uncertainty	to	K-12	education.

Government Finance Officers Association
We plan to expand our partnership with the GFOA, where we are currently engaged 
with the highest level of the organization’s management. We are also engaged with 
several	city	financial	managers	to	assist	them	in	applying	probability	management	
within their municipalities. We may deliver a webinar in front of a live GFOA audience 
to highlight success stories and promote our discipline across their organization. 

The SIPmath Standard
•	 We plan to reach out to standard setting organizations such as the National 

Institute of Standards and Technologies (NIST), the IEEE and others to explore 
the adoption of the SIPmath standard on a wider basis. 

•	 We will explore certifying software vendors for a fee for service to assure they 
are adhering to the standard.

Publishing
We will encourage data providers to create and publish SIP libraries in such areas as 
financial	markets,	weather,	natural	disaster,	climate	change	etc.

Conferences

Presentations
We plan to present at two INFORMS conferences this year:
•	 The	Analytics	conference	in	Huntington	Beach,	April	11-14
•	 The	International	Conference	in	Montreal,	June	14-17

Sponsored
•	 Our	2015	Annual	Conference	in	San	Diego	is	our	first	event	to	which	we	invited	

outside participants for a registration fee. 
•	 We plan to hold another such conference in Washington, D.C. on June 18 & 19, 

which will be hosted at the Lockheed Martin facility in Crystal City. 
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Financials
Balance Sheet Statement of Operations

Probability Management, Inc
Balance Sheet

as of December 31, 2014 and 2013

Dec‐14 Dec‐13

Assets
Current Assets

Cash $34,072 $32,206
Accounts Receivable $1,000 $0
Inventory $0 $0
Other Current Assets $3,967 $0

Total Current Assets $39,039 $32,206

Fixed Assets
Gross Fixed Assets $553 $0
Accumulated Depreciation ($108) $0

Net Fixed Assets $446 $0

Total Assets $39,484 $32,206

Liabilities
Current Liabilities

Accounts Payable $4,836 $1,473
Other current liabilities $15,073 $3,667

Total Current Liabilities $19,909 $5,140

Total Liabilities $19,909 $5,140

Net Assets
Unrestricted Net Aseets $19,575 $27,066

Total Net Assets $19,575 $27,066

Total Liabilities and Net Assets $39,484 $32,206

Probabaility Management, Inc
Statement of Operations

YTD Jan‐Dec 2014, 2013

Dec‐14 Dec‐13
Actual Actual

Corporate Contribution $86,992 $60,847
Individual Contribution $5,482 $5,179
Matching Gifts $2,000 $99

Income $94,474 $66,125

Operating Expenses by Department
R&D $12,538 $1,381
S&M $56,360 $19,957
G&A $32,963 $20,162

Total Operating Expenses $101,861 $41,499

Interest Expense (Income) ($11) ($10)
Bank Fees $115 $95

State and Local Taxes
State Tax
Local Tax
Misc Tax

Total State and Local Taxes $0 $0

Changes in Assets ($7,491) $24,540

Net Assets, beginning of Year $27,066

Net Assets, end of Year $19,575
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Statement of Cashflows

Probability Management ,Inc
Statement of Cash Flows

YTD Jan‐Dec 2014

Dec‐14

Operating Cashflows
Net Income ($7,491)
Adjustments to Net Income:

  Depreciation and Amortization $108
  Accounts Receivable ($1,000)
  Inventory Asset $0
  Other Current Assets ($3,967)
  Accounts Payable $3,363
  Accrued Payables $11,406

Net Cash Provided By Operations $2,419

Investing Cashflows
 Purchase of Fixed Assets ($553)
 Investment in Leased Assets $0
 Investment in Intangible Assets $0

Net Cash Provided by Investing Activities ($553)

Financing Cashflows
  Investments $0
  Capital Equipment Leases $0

Net Cash Provided by Financing Activities $0

Net Cash Increase / (Decrease) $1,866
Cash Beginning of Period $32,206

Cash ‐ End of Period $34,072



“SIPmath can be 
a breakthrough 
in the way we 
think about and 
analyze undertainty. 
Applications vary from 
evaluating the portfolio 
of development 
wells, understanding 
exploration risk, 
preparing parts of a 
probabilistic business 
plan, and conducting 
value of information 
studies on appraisal 
wells.”

“Lockheed has 
established an 
internal Community 
of Practice to 
educate, share 
examples and store 
reusable SIPmath 
libraries.”

“Nearly all 
organizations worship 
at the altar of the false 
god of determinism. 
Until our budget 
process punishes this 
behavior, only real 
leaders will embrace 
truthful probability.”

Contact Us:

Sam Savage, Executive Director   sam@probabilitymanagement.org
Michele Hyndman, Associate Director  michele@probabilitymanagement.org
Melissa Kirmse, Director of Operations  melissa@probabilitymanagement.org

Lone Star Analysis, Inc.
Steven D. Roemerman, Chairman

Lockheed Martin Corporation
Phil Fahringer, Operations Analyst and Fellow

Chevron Corporation
Brian Putt, OC Manager Business & Economic 
Evaluation, Strategy & Planning for Chevron 
Upstream & Gas

Probability
Management

A	501(c)(3)	non-profit	organization
Tax	ID	46-0572110
PO	Box	61045,	Palo	Alto,	CA	94306

Visit: probabilitymanagement.org 


