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our investments, but has improved 
in 2015. We recently went through 
another RFP process and consid-
ered other investment managers 
for the long-term portfolio but the 
decision was made to retain Gold-
man Sachs for another 3 years.

New headquarters building
Last year, we reported that we had 
broken ground for our new head-
quarters building. I am pleased to 
report that we were able to move 
in last December. This new build-
ing, located two blocks south of 
the previous headquarters build-
ing in Rosemont, Ill., is home to a 
state-of-the-art OLC and 25 other 
orthopaedic organizations. 

As previously noted, joining 
the AAOS as equity partners in 
this building are AANA, AOSSM, 
AAHKS, and the OLC. The build-
ing and furnishings have cost ap-
proximately $54.3 million, which 
will be funded through debt  
(45 percent), contributions from 
the equity partners (38 percent), 
and fundraising (17 percent). 

This exciting project came in 
earlier than initially thought and 
on budget. This is quite remark-
able given the fact that the winter 
of 2014 was among the coldest 
and snowiest on record for Chi-
cago. Although we have been in 
the building for about a year, the 
size of this project still requires 
close scrutiny by staff and the 
Board, and continues to be a focus 
of every Finance Committee and 
Board meeting.

Financial transparency
To help maintain and improve 
the financial transparency of the 
AAOS, the Finance Committee and 
staff took the following actions this 
year:
• Issued the AAOS monthly finan-

cial dashboard, which provides
year-to-date financial results
and trends at a glance in a con-
venient one-page format. (The
dashboard is available to any
AAOS member upon request.)

• Held two webinars to educate
volunteers on various aspects of
AAOS finances. Webinar topics
included an overall tutorial of
AAOS finances for new Board
members and a presentation of
commercial and employee insur-
ance. Additional webinars on the
2016 budget and on membership
are planned.

• Made quarterly updates to the
18-month rolling forecast intro-
duced in 2012 and designed to
improve forecasting capabilities.
Rolling forecasting will enable
us to focus budgeting processes

on looking forward rather than 
looking back. Each update 
shows progress toward obtaining 
more reliable information in a 
timely manner. 

• Revised the long-term (5-year)
financial plan to encompass the
years 2016–2020. This plan
helps the Board understand
the longer-term implications of
today’s financial decisions and
helps control spending.

• Provided key financial informa-
tion not only to the Board but
also to the leaders of the various
councils, cabinets, and com-
mittees on a regular basis in an
effort to improve budget trans-
parency. Because the financial
stewardship of the AAOS rests
with all volunteers and not just
the Board, it is important that
these leaders be kept abreast of
the impact of their activities as
a whole. Reaction from these
volunteer leaders has been very
positive, and the Board recog-
nizes and greatly appreciates all
of their hard work and positive
contributions to the AAOS.

Fiduciary responsibilities
Your Board of Directors takes its 
fiduciary responsibilities seriously. 
The Board continues to lead by 
example and critically examines 
its spending at every meeting. The 
Board has been under budget for 
the last 10 years and should be 
significantly under budget for this 
year as well. 

The AAOS Leadership Review 
Group, chaired by Dr. Williams, 
who is joined by Dr. Maloney and 
me, reviews key programs with the 
help of staff on an ongoing basis. 
There is a continual need to prune 

ineffective or outdated programs 
and projects so that the AAOS can 
fund higher-priority activities. Over 
the past 7 years, these efforts have 
reduced or eliminated 41 activities, 
resulting in savings of more than 
$2.5 million annually. 

These savings, coupled with 
other efforts to reduce costs and 
enhance revenue, have enabled 
the AAOS to add more than a 
dozen major new programs over 
time—such as the Professional 
Compliance Program, Guidelines/
Appropriate Use Criteria/Perfor-
mance Measures, and Orthopaedic 
Research Funding. Combined 
spending on these relatively new 
activities now exceeds $19 million. 

Challenges ahead 
We continue to be involved in 
several legal actions related to the 
Professional Compliance Program, 
and although we have received re-
cent favorable court decisions, it is 
likely that we will see more litiga-
tion in the near future. Your Board 
remains committed to vigorously 
defending this program as well as 
to funding new programs, such as 
quality and technology initiatives, 
which are vital to our future. To do 
so, the Board is committed to re-
ducing spending where appropriate 
and raising revenue where possible. 

Even with these steps, however, 
our long-range plan for 2016–
2020 suggests that maintaining the 
financial health of the organization 
will represent an ongoing chal-
lenge for the Finance Committee 
and Board of Directors for the 
foreseeable future. We promise 
that we will maintain our diligence 
to ensure that we can continue to 
bring you the programs, products, 

and services that you have asked 
for and deserve and that make the 
AAOS the gold standard for medi-
cal associations. 

Conclusion 
As I complete this year as treasurer, 
I want to thank you for your sup-
port. I would also like to extend 
my thanks to Dr. Teuscher and my 
fellow Board members who work 
tirelessly on behalf of all of us, es-
pecially in these challenging times. 
I offer a special thanks to the 
Academy’s talented executive and 
financial staff, particularly Rich 
Stewart and Tina Slager, for their 
monumental efforts in managing 
the AAOS’s finances on a day-to-
day basis. This past year they have 
not only provided expert financial 
management, they have also direct-
ed and managed the finances and 
construction of our new headquar-
ters facility in Rosemont. Accom-
plishing one of those tasks would 
have been a full-time responsibility 
for the staff, let alone both at the 
same time.

You will elect a new treasurer to 
succeed me next March and I am 
sure that whoever is elected will 
bring new insight to the position 
that will benefit all of us. I feel very 
comfortable that I am leaving the 
position with the organization’s 
finances in excellent current condi-
tion and even better hands. 

If I can be of assistance to any 
fellow or member of the Academy, 
please contact me through the 
Academy offices.  

Frederick M. Azar, MD, is the current 
treasurer and past president of the 
AAOS.

Fig. 1 After 11 consecutive years of positive results, the AAOS experienced a loss in operating results in 2014, due to an early move to the new 
orthopaedic headquarters building.
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