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THE SALVATION ARMY
FOUNDED IN 1865 BY WILLIAM AND CATHERINE BOOTH

USA EASTERN TERRITORY
440 WEST NYACK ROAD 

WEST NYACK, NY 10994–1739
WWW.EASTERNUSA.SALVATIONARMY.ORG 

TELEPHONE (845) 620–7200 
FAX (845) 620–7748

Dear Friends and Supporters:

In the Bible, Peter reminds us that “each of you should use whatever gift you have received to serve others, as 
faithful stewards of God’s grace…”  Our goal in all we do, including the management of our investments, is to be 
the faithful stewards of those gifts and resources that God has entrusted us with to do the most good for those in 
need throughout the Eastern Territory.

As long-term investors, we seek to preserve the purchasing power of the assets entrusted to us, while enabling 
them to grow over time. This conservative investment posture continues to provide comfort to those who support 
The Salvation Army.

The total assets under management in 2016 were in excess of $2.5 billion. Over $150 million of earnings and 
realized gains were returned to our operating units in support of our programs across the Eastern Territory. There 
was continued volatility in the financial market in 2016, both in the U.S., and globally. We strategically position our 
investment portfolio in order to minimize the downside risks, while maximizing the upside potential opportunities 
associated with such volatility. As a result, the investment performance of the Eastern Territory’s portfolio, for 
the annual period ending December 31, 2016, was 6.9%, which was in line with the broader markets. Details on 
these investments are found in the back pages of this report, along with the investment policy and financial and 
investment objectives of the Territory.

We invest the funds that are entrusted to our care by many, many faithful donors, in ways that are socially 
responsible and in compliance with The Salvation Army’s Socially Responsible Investment Policy.  We do not 
permit investments in companies whose primary business is from the manufacture, sale or distribution of alcohol, 
tobacco, gaming, adult entertainment, or munitions, nor in companies whose business may cause serious harm to 
the environment.  

You will read about real-life situations in this report where The Salvation Army has come to the rescue of children, 
adults and families, providing them a sense of normalcy and hope.  We thank you, our partners in this ministry, who 
enable us to make a difference in so many lives.

We look forward to the future with confidence that God will continue to bless our faithfulness in both our 
stewardship of all the resources He has provided to us, as well as how these financial resources enable us to 
provide the programs and services to those in need throughout the Eastern Territory.
Thank you for your faithful support of The Salvation Army!

Sincerely,

Commissioner Wiliam A. Bamford    Lt. Colonel Donald W. Lance
Territorial Commander     Secretary for Business Administration
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WHO WE ARE

The Salvation Army, established in 1865 as an evangelical part of 
the universal Christian church, has been supporting people in need 
in His name without discrimination for more than 130 years in the 
United States. We are dedicated to being a highly effective manager 
and wise investor of our financial resources. Clarity and transparency 
in our fiscal practices must be matched by a continued devotion to the 
promise inherent in the statement “Doing the most good.” Nearly 30 
million Americans receive assistance from The Salvation Army each 
year through the broadest array of social services that range from 
providing food for the hungry, relief for disaster victims, assistance 
for the disabled, outreach to the elderly and ill, clothing and shelter 
to the homeless, and opportunities for underprivileged children.
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Kya Blossoms With Self-confidence 
In After School Program

One young woman in Canandaigua NY has blossomed this past 
year because of the Phoenix After School Program. Kya Hawbecker 
started coming to the after school program two years ago; very shy and 
apprehensive.

"I was nervous at first because I am usually nervous at first at school, and 
after a while I got used to it. Now I'm not nervous anymore!"

The goal of the Canandaigua Salvation Army’s Phoenix After School 
Program is to provide a safe, fun, and educational environment for 
children to develop physically, spiritually, 
academically, emotionally and socially. 
A wide range of activities are offered 
including daily homework help, sci-
ence activities, crafts, sports and other 
recreational games. Faith Builders, our 
Christian-based curriculum is another 
important program.

There were many days at the beginning 
when Kya would complain of a stomach 
ache as soon as she got off the bus, want-
ing to go home. There were also many 
times when asked about her day, her 
stories were very sad, with nothing posi-
tive said. But, last year when the children 
were asked to write their 2016 New Year's 
resolution she wrote: "to be happier." 

Staff members began to see her smile 
and participate more. We all noticed and 
shared with each other how happy it made 
us to see her having a good time. To this 
day, her smile is one of the ones that makes us the happiest to see. 

“We no longer have to ask her how her day was; she comes right up 
and shares the highlights. She has always been a sweet girl with a kind 
heart, but it is so nice to see her open up and share her heart more. She 
has a much healthier and happier perspective.” reflected Emily Feissner, 
Director of the Phoenix After School and Summer Camp Program.

Kya actively participates in team activities and games in the 
gym. And most importantly she now demonstrates so much more 
self-confidence!

“I really like being with my friends and helping others.” she happily 
reports.

This year her New Year's resolution-- written on pink paper, deco-
rated with purple stars and butterflies-- is "Smile more!” Even though 
we saw her smiles grow this past year her new resolution conveyed to us 
a much happier state of mind.
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Senior Program Successfully Combats 
Issues of Depression and Loneliness

The Salvation Army West Park Corps identified the critical need for 
a senior program in their community to help combat the issues of 
depression and loneliness. Delores spent most of her days alone in her 
room watching television. Now she regularly attends the senior pro-
grams at The Salvation Army and her days are no longer lonely as she 
“gets out and enjoys activities.” 

In 2016, the West Park Corps hosted over 3,000 visits from local 
seniors, served over 6,000 meals at the Corps and delivered 2,000 
meals to homebound seniors. Pam Jones, Senior Program Director 
at the Corps stated, "Our Senior Program is a place where they can 
receive a nutritious hot meal and emergency food help. They also get 
to develop friendships through daily socialization, crafts, games, and 
trips." The senior program packs the monthly calendar full of activities 
to encourage the local seniors to attend.

Pam continued to share some success stories of this program and the 
impact it has on the community. She described a participant named 
Barbara, who had previous medical issues that made it difficult for her 
to communicate. “We did not give up on her, I would work with her 
helping her pronounce words she was having trouble with,” Pam stated. 
Barbara regularly attends events at the West Park Corps and with the 

support of dedicated 
staff; she is now able to 
communicate effectively. 

The final success story 
that Pam had to share 
was about Anna who 
was unable to transport 
herself to The Salvation 
Army, but wanted to 
attend daily senior activi-
ties. Anna’s daughter 
who works during the 
daytime coordinated 
with The Salvation Army 

to set up a schedule to pick up Anna and drop her off each day at the 
Corps. Anna now is spending her days with her friends and caring 
staff. Her daughter is appreciative of the assistance that the West Park 
Corps is able to provide.

The senior program at the West Park Corps has become a haven of 
socialization and fun for senior citizens in this community. Not only 
has it provided a place for lonely individuals to be surrounded by new 
friends, but it also focuses on keeping them young-at-heart and enjoy-
ing life in their golden years. 
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Reading Is Believing

Carlos, a painfully shy second grader at the New Brunswick, NJ Corps 
stared down and whispered, “I can’t read very well." Slowly sharing the 
stories of Mission: Literacy, Carlos began asking questions about God, 
prayer, creation….setting aside his shyness as he became intrigued by 
an invisible God who knew him, whom he could talk to any time and 
who was so powerful he could create something brand new by just 
saying a word. 

Dawn Sharp, The Salvation Army’s New Jersey Divisional Child 
Care & Literacy Consultant was intrigued too – by the power of the 
written word of God speaking into 
the heart and curiosity of a little boy.

Because of students like Carlos, 
Reading is Believing has emerged as a 
byline for Mission: Literacy. Its teach-
ing strategy is research-based so it 
works. Its texts are scripture so it has 
power. Lieutenant Amanda Boynton 
of Flemington, NJ says, “The Lord is 
doing something great in the lives of our 
young people. They learn to read and 
learn about God’s Word all at once.”

The American Bible Society (ABS) 
had the vision to create Mission: 
Literacy, the trust to give it to the 
New Jersey Division through a 
Copyright License in 2006 and then the generosity to provide the 
curriculum free to Salvation Army programs.

Major Ivan Rock, New Jersey Divisional Commander, said he 
was grateful that New Jersey was the catalyst for Mission: Literacy’s 
launch in The Salvation Army at large. “The New Jersey Division 
deeply values the trust American Bible Society placed in it when 
ABS chose the Army to be the “boots on the ground” for Mission: 
Literacy. The Salvation Army can reach out to children in need with 
the God breathed scriptures and instructional guidance of Mission 
Literacy and support their growth academically and their under-
standing of the God who is there for them.”

Mission: Literacy is a multicultural literacy curriculum proven to 
raise children’s reading skills. Its target audience is children strug-
gling at a first through third grade reading level. The foundation is 
its student-centered, small group instruction that encourages a nur-
turing relationship between tutor and child. 

And remember Carlos? In 18 months he had moved up 2 grades 
in his reading level.  Mission: Literacy had reached his heart and 
changed his life … one word at a time.

www.salvationarmynj.org/missionliteracy
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JAMS Ministry Connects Kids With 
Praise, Improvement, and Success

The Salvation Army in Central Ohio’s JAMS ministry is changing 
the lives of young people living on the Near East Side. The JAMS 

(Junior Arts Ministry) is an evening enrichment pro-
gram offering art, dance, choir, instrumental music, 
a hot meal and, most importantly, love. Lieutenants 
Swetha and Pierson Vincent run the weekly program 
and explain, JAMS “creates an environment where 
kids want to be. It becomes an avenue that allows The 
Salvation Army to connect with kids and begin fostering 
the praise, improvement, and success process.” 

Miriam, a nine-year-old girl with a passion for dance is 
one of six children to a single mom who had a number of 
health problems and couldn’t find stable work. Miriam, 
her mother, and five siblings were originally at the shelter 
downtown. They accessed The Salvation Army’s Choice 
Food Pantry and were then connected to the other ser-
vices offered. In its “first needs first” and holistic way, The 
Salvation Army staff linked Miriam’s mother with hous-
ing case management, eventually getting the entire family 
out of the shelter and into housing. 

Upon discovering JAMS, all the children in the family 
began to participate. Miriam excelled at dance, and 
quickly became part of the 8-member Junior Dance 
Team. As Miriam practiced her passion, she started 
opening up in other ways. She and other children in the 

JAMS program shared that they were struggling with schoolwork 
and, in fact, failing or barely passing subjects. Hearing this news, 
the Vincents promptly began a pre-JAMS tutoring program for kids 
whose grades were at risk. Of 35 total children currently participating 
in JAMS, ten are receiving tutoring assistance; grades are improving, 
as is confidence. 

Miriam has raised an F in reading to a B, and a D in math to a B. 
And she is not alone. JAMS, now an academic and arts program, 
boasts a bulletin board in the center’s public space, where partici-
pants’ achievements are praised and recognized in print and in 
photos. Artwork is displayed for all visitors to admire. Of Miriam’s 
remarkable development into a dancer, student, and a confident 
young lady,  Lieutenant Swetha Vincent says: “Every day we see an 
improvement in her. She used to shut down when faced with prob-
lems. Now, she is thriving.”
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The Greatest Impact Through 
Emergency Disaster Services

When tragic events strike…
Lives can be forever altered in the course of just a few hours. That’s 
exactly what happened to the forty-nine people who were left homeless 
after fire raged through their 11 unit apartment building in Swissvale, 
PA. A total of 15 families, consisting of 25 adults and 24 children, may 
not have had a place to live, but they were blessed to be alive and to 
have each other, as well as the support of the community, including 
The Salvation Army in Braddock. 

A Salvation Army Emergency 
Disaster Services (EDS) team 
was one of the first on the scene 
of this five alarm blaze, and later 
added a second Disaster Response 
Unit (canteen) to assist the fire 
fighters and EMS personnel with 
hydration, warming, food and 
dry gloves. For the victims, they 
provided spiritual and emotional 
care. However, that was just the 
beginning of meeting the needs of 
those affected.

A coordinated effort by several 
non-profit agencies was quickly 
organized, with The Salvation 
Army in Braddock playing a 
major role. The Salvation Army 
committed funds to meet the 
immediate needs of the survivors 
and obtained matching funds from The United Way to provide ongo-
ing assistance. The Salvation Army supplied immediate assistance 
to obtain necessities and provided rent assistance as survivors found 
their new homes. Being trained in grief counseling, The Salvation 
Army personnel also provided much needed emotional support to 
many of those affected. Days following the fire, a needs assessment 
continued and The Salvation Army distributed backpacks and toys 
to the children. These gestures helped to provide a sense of normalcy 
and hope for the families, knowing that they were loved and sup-
ported in their time of need. 

7

“I don’t know what we would have done without The Salvation Army to 
help us get back on our feet after losing everything in this fire. We were 
devastated." —Victim of 11 unit apartment fire in Swissvale, PA 
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 8,271,719 meals provided 

 3,489,572 total people served 

 2,470,739 received basic social services 

 1,881,791 toys and gifts distributed 

 1,459,928 received lodging assistance

 764,223 received Christmas & Thanksgiving assistance

 674,893 received adult spiritual development

 258,602 participate in senior citizens activities

 144,921 received youth spiritual development

 70,143 received disaster related assistance

 54,413 attended camp

 16,001 received day care services 

 15,197  received housing assistance 

BY THE NUMBERS

EASTERN TERRITORY HIGHLIGHTS
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The following sections provide relevant information regarding The Salvation Army  
Eastern Territory’s portfolio management, investment objectives, investment philosophy, 
and performance. We hope it helps to further your understanding of this important  
function within the organization.

The Salvation Army Eastern Territory provides stewardship and prudent investment of the 
assets with which it has been entrusted. The Territory has a rigorous due diligence and as-
set allocation process for managing and monitoring its investments. We utilize the profes-
sional skills of internal staff, an investment consultant, more than 30 investment managers, 
as well as the oversight of an investment committee and the Board of Trustees.

Thank you for your support and interest in The Salvation Army Eastern Territory, and 
in the operation and performance of its investment portfolio. We strive to maintain a 
diversified portfolio that will enhance long–term total return while avoiding undue risk; 
preserve the inflation–adjusted purchasing power of the assets; and provide the needed 
liquidity to support the operations of the Territory’s programs and services. The Salvation 
Army Eastern Territory pledges to continue “Doing the Most Good” with the financial 
resources it receives.

The Salvation Army Eastern Territory is a member of the Evangelical Council for Financial Accountability.
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INTRODUCTION

The investment portfolio of The Salvation Army 
Eastern Territory (the Territory) is made up of the 
pooled assets of more than 400 operating units 
throughout the Territory. These assets include 
gifts from wills, trusts, capital campaigns, planned 
giving, and other similar instruments.

 The Territory has adopted investment policies 
for these assets that attempt to provide a predict-
able stream of funding to programs supported by 
the portfolio while seeking to maintain the pur-
chasing power of the pooled assets.

 These investment policies have been chosen 
to provide a reasonable likelihood of meet-
ing the objectives outlined in the “Statement of 
Financial and Investment Objectives” (at right). 
Implementation of these policies will be directed 
toward achieving above–average returns and not 
toward maximizing return without regard to risk.

The Territorial Investment Committee is 
charged with carrying out these policies, review-
ing them regularly, recommending improvements 
to the Board of Trustees as circumstances dictate, 
monitoring and evaluating the performance of the 
investment managers, and employing or terminat-
ing investment managers.

STATEMENT OF FINANCIAL & 
INVESTMENT OBJECTIVES

The primary objective of the investment portfolio 
is to realize returns that will support the current 
operations of the Territory through a total return 
investment strategy and a spending policy set to 
maintain—or ideally, increase—the purchasing 
power of its portfolio without putting the principal 
value of these funds at imprudent risk. 

The Territory’s spending policy makes available 
for distribution each year 5% of its endowment 
fund’s average fair value over the prior 20 quarters. 
In establishing this policy, the Territory considered 
the long–term expected return on its endowment. 
Accordingly, over the long term, the Territory 
expects its endowment assets to grow at a pace at 
least equal to inflation. 

The Territory seeks to attain a designated, 
minimum average annual real total return (net 
of all investment management fees), as measured 
over rolling 10-year periods. To satisfy its long–
term objectives, the Territory relies on this total 
return strategy.

Real total return is defined as the sum of 
capital appreciation (or loss) and current income 
(dividends and interest) adjusted for inflation as 
measured by the CPI (U) index.

Implicit in these objectives is the goal of preserv-
ing and enhancing the Territory’s inflation–adjusted 
purchasing power as well as the purchasing power of 
the funding provided to the Territory’s operations.

Additionally, the Territory must provide the  
necessary liquidity to meet distribution 
requirements.

The Territory’s investment philosophy, policies, and  

objectives are all key elements for the goal of preserving 

and enhancing the Portfolio, and for providing a  

predictable stream of funding for the programs it supports.
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INVESTMENT PHILOSOPHY
The following principles, which recognize the 
long–term nature of the portfolio’s purpose, are 
significant factors in the allocation of assets:
  In order to achieve a rate of return that will 

support the above–stated spending policy 
while protecting the portfolio from inflation, 
some investment risk must be taken in the 
management of the portfolio’s assets.

  The most effective way to establish appropriate 
risk levels for investment assets is through their 
allocations (i.e., stocks, bonds, and cash).

  There is significant evidence that long–term 
investors do not benefit from attempting to 
earn returns through short–term asset class 
forecasts or market timing. Therefore, stra-
tegic, long–term asset allocations have been 
adopted for the portfolio’s assets. Over time, 
the portfolio will remain invested in percent-
ages that are fairly close to those called for in 
its strategic allocations.

  There are long–term benefits in diversifying the 
portfolio’s assets into a number of different asset 
classes and investment strategies. While each 

asset class and strategy will be carefully selected, 
the focus of each asset class’s investment process 
will always be on the overall portfolio.

  To achieve the long–term benefits of a widely 
diversified portfolio, strategic targets for each 
asset class in the portfolio have been adopted. 
The portfolio weight for each asset class is 
expected to remain between the minimum 
and maximum percentages. The current asset 
allocations of the various asset classes, includ-
ing optimal targets and acceptable operating 
ranges, are outlined on pages 16–19.

  The most efficient (efficiency as defined by 
the Sharpe Ratio*) rate of return possible (after 
investment expenses) is sought within each 
asset class. Investments are well–diversified by 
investment style and strategy. Style/strategy 
diversification increases the probability over 
3–5 year periods that the portfolio will achieve 
its investment goals and reduce volatility. The 
Territory has adopted specific requirements and 
restrictions for each asset class, as described in 
the following sections. 

*The Sharpe Ratio is a measurement of return adjusted for volatility.

84¢  
of every dollar spent
in The Salvation Army 

Eastern Territory  
went towards 

program services  

In 2016,
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INVESTMENT MANAGEMENT 
STRUCTURE & CONSULTANT 
RESPONSIBILITIES

The pooled assets of the portfolio are managed 
by external investment management firms, which 
are selected by the Investment Committee with 
approval of the Territorial Finance Council. The 
Investment Committee monitors the performance 
of the investment managers and reports to the 
Territorial Finance Council at its regularly sched-
uled meetings concerning the performance of the 
portfolio and its investment managers.

Investment managers have discretion to manage 
the assets in their respective portfolios, in order to 
achieve the investment objectives within the guide-
lines set forth in the Investment Policy Statement.

Transactions by the investment managers 
should be entered into on the basis of best execu-
tion, which is interpreted to mean best–realized 
price. Notwithstanding the above, the Investment 
Committee, in conjunction with its Investment 
Consultant, may direct the investment manag-
ers to utilize brokerage commissions to pay for 
service–based fees incurred by the Territory in the 
management of the invested assets.

The Investment Consultant is responsible for the 
following main areas: 1. Custody statement reconcili-
ation and performance generation; 2. Asset allocation 
and rebalancing recommendations; 3. Investment 
manager recommendations and monitoring. In 
addition to these three broad areas, the Investment 
Consultant will be responsible for attending all 
Investment Committee meetings, recommending 
appropriate benchmarks, and closely following the 
investment managers to ensure they are adhering to 
their stated investment philosophies.

ASSET ALLOCATION 
STRATEGY

The overall asset allocation strategy is to diversify 
investments to provide a balance that will enhance 
long–term total return while avoiding undue risk 
or concentration in any single asset class or invest-
ment category.

The Investment Committee has the responsibility 
to allocate investment resources. In doing so, the 
Investment Committee will seek reasonable assur-
ance that the portfolio is well–diversified so that no 
single security, class of securities, or specific invest-
ment style will have a disproportionate impact on 
the portfolio’s aggregate investment results.

GENERAL GUIDELINES
Decisions as to individual security selection, posi-
tion size, diversification among industries and 
issuers, current income levels, turnover, and other 
tools employed by active managers are left to broad 
manager discretion, subject to the usual standards 
of fiduciary prudence and applicable guidelines.

No purchase will be made that will cause more 
than 5%, at cost, of the equity component within 
each asset class to be invested in the equity secu-
rities of any one issuer. Compliance with this 
provision will be monitored quarterly by the 
Investment Committee.
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1,140,898  

people were assisted by  

The Salvation Army 
Eastern Territory  
for the first time this year
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PERFORMANCE EVALUATION 
& EXPECTATIONS

Total Portfolio Benchmarks
As specified earlier in this policy, the portfolio’s pri-
mary objective is to earn a minimal average annual 
real total return (net of all fees) over rolling 10-year 
periods. To achieve this objective, each of the asset 
classes is invested based upon an Asset Allocation 
Policy. To measure the effectiveness of its manager 
selections, the Investment Committee monitors 
each asset class’s performance versus an appropriate 
target allocation benchmark. Each asset class has a 
benchmark that is based upon the portfolio’s Asset 
Allocation Policy.

The investment results for each asset class are eval-
uated individually using the indicated market index.

Manager Benchmarks
Each asset class is evaluated using broad market 
benchmarks. However, each manager will be 
judged against a narrower market benchmark that 
reflects its specific style of management. In many 
cases, this benchmark will differ from the broader 

asset class benchmarks. The combination of 
manager benchmarks within an asset class should 
closely approximate the benchmark for that asset 
class as a whole.

REBALANCING  
OF THE PORTFOLIO

A projection of resources available for allocation to 
the investment managers and for withdrawals from 
the portfolio is made periodically by the Territory’s 
investment staff. The Investment Committee will 
review these projections in order to determine 
whether it is necessary to rebalance the portfolio to 
accommodate the withdrawal.

Rebalancing the portfolio to target alloca-
tions should be reviewed at least annually, when 
the target ratios are reviewed. Additions to and 
withdrawals from managers shall be made by the 
investment staff in accordance with the Investment 
Committee’s determination. The investment staff 
will notify managers sufficiently in advance of 
withdrawal orders to allow for time to build up the 
necessary liquid reserves.

ANNUAL INVESTMENT STEWARDSHIP REPORT 2016
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MONITORING  
OF INVESTMENTS

All managers are required to report to the 
Investment Committee any significant changes 
in their firm’s ownership, organizational struc-
ture, professional personnel, account structure 
(e.g., number of accounts or size of assets under 
management or account minimums), or funda-
mental investment philosophy.

The Investment Committee monitors both the 
overall portfolio and the individually managed 
portfolios for consistency in each manager’s invest-
ment philosophy, return relative to objectives, and 
investment risk as measured by asset concentration, 
exposure to extreme economic conditions, and 
volatility. At its regularly scheduled meetings, the 
Investment Committee reviews the performance  
of the overall portfolio, each of the asset allocations 
as a whole, and the managers individually.

Each manager reports on a monthly basis total 
return net of all commissions and fees, time–
weighted and dollar–weighted and segmented 
at the level of each asset class. All managers also 
present purchases and sales for the quarter, port-
folio holdings at cost and at market value, and 
an analysis of their portfolio by sector. Managers 
communicate regularly with the Investment 
Committee concerning their investment strategy 
and outlook.

The Investment Committee may request that 
investment managers be present at periodic meet-
ings to present their portfolios and results. The 
Investment Committee will report to the Board of 
Trustees at its regularly scheduled meetings on the 
performance of the portfolio.

DOMESTIC/INTERNATIONAL/ 
EMERGING MARKETS EQUITY

Domestic Capitalization Definitions
SMALL CAP = Less Than $1.5 Billion
MID CAP = $1.5 Billion to $10 Billion
LARGE CAP = Greater than $10 Billion

1)  The domestic equity portfolio will be diversified 
according to economic sector, industry, number 
of holdings, and other investment characteris-
tics. However, it is recognized that any actively 
managed portfolio will not be as diversified as 
the market. To produce overall diversification, 
equity managers will be selected to employ 
different management strategies that together 
achieve the desired degree of diversification.

2)  Domestic equity managers are not permitted to 
hold securities in corporations whose primary 
business activity is the manufacture, distribution 
or marketing of alcohol, tobacco, pornography, 
gaming, gaming facilities, or munitions. The 
Army will also screen the managers' port-
folios in order to avoid holding securities in 
companies that are currently involved in very 
severe environmental controversies.

3)  Domestic equity managers are not permitted 
to hold foreign securities except American 
Depository Receipts (“ADRs”).

4)  No more than 5% of a manager’s portfolio, 
at cost, may be held in the securities of a 
single issuer.

5)  Domestic equity managers should not par-
ticipate in short selling of securities, the use 
of derivative instruments, such as financial 
futures and options, or any speculative device.

6)  A manager may only deviate from these 
guidelines with advance permission of the 
Territorial Finance Council.

International/Emerging Markets Equity
The following definitions may be used to  
distinguish between developed and emerging 
international securities.

International Developed Market Equity:  
Listed equity securities traded on developed non–
U.S. markets. Developed markets are defined as 
those included in Morgan Stanley’s EAFE index.
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received during the year  

equaled more than  

$384 million
in The Salvation Army  

Eastern Territory
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Emerging Markets Equity: Listed equity securities 
traded on emerging non–U.S. markets. Emerging 
markets are defined as any market that is not 
included in Morgan Stanley’s EAFE index.

All restrictions listed for Domestic Equity also 
apply to International/Emerging Markets Equity 
with the following additions and modifications:

1)  Managers must hold securities in a minimum 
of three countries at all times.

2)  Currency exposure may only be hedged back 
to the U.S. dollar. The decision to hedge is 
left to the manager’s discretion. Derivative 
instruments may be used to achieve currency 
hedging as permitted under this policy.

FIXED INCOME
1)   Fixed income managers are not permitted to 

hold securities in corporations whose primary 
business activity is the manufacture, distribution 
or marketing of alcohol, tobacco, pornography, 
gaming, gaming facilities, or munitions. The 
Army will also screen the managers' portfolios 
in order to avoid holding securities in compa-
nies that are currently involved in very severe 
environmental controversies.

2)  All bond managers are expected to maintain 
an average quality rating for their portfolio 
that does not fall below an S&P rating of A. 
In addition, no more than 15% of the securi-
ties can be rated below investment grade.

3)  No more than 5% of a manager’s portfolio, 
at cost, may be held in the securities of a 
single corporate issuer. This restriction does 
not apply to securities issued by the U.S. 
Government or a U.S. Government Agency 
backed by the full faith and credit of the 
U.S. Government.

4)  The use of 144 (A) securities is allowed.
5)  Total exposure to foreign securities cannot 

exceed 25% of the entire portfolio, and  
foreign–denominated bonds may not exceed 
more than 20% of the portfolio. The total 
foreign exposure must maintain an average 
quality rating of AA.

6)  All fixed income managers are pro-
hibited from using private placements, 
leveraged derivatives of any sort, margin or 

commodities, hedging except for currency 
where foreign denominated bonds are allowed, 
or any speculative device of any sort.

7)  A manager may only deviate from these guide-
lines with advance permission of the Territory. 

The Territory employs investment managers, 
partnerships or other similar vehicles to pursue 
alternative strategies (other than traditional long 
only purchases of stocks or bonds) for the purpose 
of diversifying the market exposure of the port-
folio and enhancing its overall return. No more 
than 5% of the portfolio may be managed by 
any single such alternative investment manager. 
Alternative investments may include venture capi-
tal investments, private equity, timber, real estate, 
commodities, oil and gas interests, and derivative 
instruments based on the foregoing, as well as 
domestic, international, high–yield and distressed 
securities. Currently the alternative investment 
policy asset allocation is 30% (increased in 
January 2007 by 10%) of the portfolios’ market 
value; allocating 12% to hedge funds, 5% each 
for private equity, timber, and real estate, and 3% 
to commodities. In each case, the manager (as 
with traditional managers) will be expected to 
operate within the guidelines adopted when the 
Investment Committee approved the strategy.

Corporate Trust Portfolio
The Corporate Trust Portfolio of the Territory, 
displayed on the following pages, is comprised of 
the pooled assets that have been received through 
unrestricted gifts, wills, trusts, or similar instru-
ments, and surplus funds from Territory operating 
units. It also includes funds that have been received 
as a result of donations from wills or donors who 
designated a permanent endowment account to be 
created, and donations from wills and other donors 
who placed specific restrictions on their gifts.

NOTE: Grant Thornton LLP, Independent Certified Public 
Accountants, audits the consolidated statement of financial 
position, and the related statements of activities, functional 
expenses and cash flows for the Territory, as of and for each 
fiscal year ending 9/30. Copies of its Audit Report are avail-
able upon request.
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Asset Allocation Parameters
Operating Range Long–Term Optimal

25% – 34% U.S. Equity Large/Mid Cap 29%

2% – 7% U.S. Equity Small Cap 4%

12% – 18% International Equity 15%

4% – 10% Emerging Markets 7%

20% – 40% Alternative Asset Classes 30%

10% – 30% Fixed Income 15%

0% – 2% Cash (Residual) 0%

Description Of Assets
Funds have been created by unrestricted gifts, wills, trusts, or similar instruments. This portfolio also 
includes surplus general operating funds from Army units.

Investment Objective
Preservation of real (inflation–adjusted) asset value plus a 5% annualized total rate of return, net of fees, 
before the impact of withdrawals. Exceed the rate–of–return of passive investments in market–driven 
benchmarks, as specified, net of fees.

Benchmarks (Net of Fees)
Assets are expected to exceed these benchmarks over a full market cycle (three to five years). Investment  
managers are expected to achieve their objectives while consistently adhering to their investment style.

Total Fund . . . . . . . . . . . . . . . . . . . .  CPI + 5% 
 Passive Investment in Optimal Asset Allocation Portfolio
U.S. Equity Large/Mid Cap 

S&P 500 
Alternative Asset Classes }
U.S. Equity Small Cap . . . . . . . . .  Russell 2000
International Equity . . . . . . . . . .  Morgan Stanley GDP Weighted EAFE Index
Emerging Markets . . . . . . . . . . .  Morgan Stanley Emerging Markets Free
Fixed Income . . . . . . . . . . . . . . . .  Barclays Aggregate Index 
 Barclays Intermediate Government Index
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1.8%

13.9%

22.6%

7.6% 15.7%

7.9%

30.5%

15%

30%

7%
15%

4%

29%
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CORPORATE TRUST INVESTMENT PORTFOLIO

Total AUM: $2,441,686,775

Ending 12/31 » 2014/ ’15 2015/ ’16 3 Years 5 Years 7 Years

Trust Investment Portfolio -1.01% 6.75% 4.00% 8.78% 8.06%

Optimal Benchmark Indices -0.81% 7.44% 4.16% 8.09% 7.00%

CPI + 5% 5.54% 7.34% 6.31% 6.46% 6.73%

U.S. Equity Large/Mid Cap -2.73% 10.07% 6.59% 13.34% 12.33%

S&P 500 1.38% 11.96% 8.87% 14.66% 12.83%

U.S. Equity Small Cap -6.82% 13.98% 9.31% 17.65% 15.70%

Russell 2000 -4.41% 21.31% 6.74% 14.46% 13.24%

International Equity 2.25% 5.81% 1.63% 9.07% 6.56%

MSCI EAFE -0.81% 1.00% -1.60% 6.53% 3.81%

Emerging Markets -15.89% 14.76% -1.18% 1.84% 0.61%

MSCI Emerging Free -14.92% 11.19% -2.56% 1.28% 0.47%

Alternate Asset Classes 3.49% 7.85% 5.87% 8.66% 7.93%

Fixed Income -1.54% 5.39% 2.05% 2.47% 3.64%

Barclays Capital Aggregate 0.55% 2.65% 3.03% 2.23% 3.62%

NOTE: Optimum Benchmark Indices are the weighted average of the individual funds’ benchmark indices.
All investment rates of return are net of fees.

 U.S. Equity Large/Mid Cap           U.S. Equity Small Cap           International Equity 

 Emerging Markets           Alternate Investments           Fixed Income           Cash (residual)

Optimal Asset Allocation Actual Asset Allocation
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Actual Asset Allocation as of 12/31/2016

Investment Results (Net Rates of Return)
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Long–Term Optimal

Equity Pool Fixed Income Pool Gift Annuity Assets

U.S. Equity Large/Mid Cap 64% 35%

U.S. Equity Small Cap 14% 10%

International Equity 15% 10%

Emerging Markets 7% 5%

Corporate/Government Bonds 85% 35%

U.S. Inflation Protected Bonds 5% 5%

High Yield 10%

Cash (Residual) 0% 0% 0%

Total Fund . . . . . . . . . . . . . . . . . . . .  CPI + 3%
U.S. Equity Large/Mid Cap . . .  S&P 500
U.S. Equity Small Cap . . . . . . . .  Russell 2000/2500
International Equity . . . . . . . . . .  Morgan Stanley EAFE Index
Emerging Markets . . . . . . . . . . . .  Morgan Stanley Emerging Markets Free
Fixed Income

U.S. Treasury Bills . . . . . . . . .  30-Day U.S. Treasury Bills
High Yield . . . . . . . . . . . . . . . . . .  Barclays High Yield Index
Corporate/Gov’t . . . . . . . . . . .  Barclays Aggregate Index

Description Of Assets
Donations under split–interest agreements (charitable trusts, pooled income funds, and gift annuities) are 
either unrestricted, donor–restricted, or endowments, depending on the donors’ stipulation. The individual 
trusts have assets allocated from each of these pools appropriate for the trusts’ income distribution require-
ments. The investment of the gift annuity assets is segregated from all of the other assets as mandated by 
New York State law. The benchmarks for investment performance measurement are combined figures of 
standard indices, weighted proportionally to the allocation of the respective class of the specific State Street 
Global Asset Management Fund employed.

Investment Objectives
Equity Investment Pool: Growth of principal and attractive risk–adjusted returns to provide equity  
diversification and consistent growth for trust portfolios.

Fixed Income Investment Pool: Principal preservation and attractive current income to provide  
diversification of fixed income assets for trust portfolios.

Gift Annuity Assets: Preservation of principal to meet gift annuity liabilities, with modest growth  
of principal to provide inflation protection.

Benchmarks (Net of Fees)
Assets are expected to exceed these benchmarks over a full–market cycle (three to five years). Investment 
managers are expected to achieve their objectives while consistently adhering to their investment style.
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PLANNED  GIVING INVESTMENT PORTFOLIO

NOTE: Optimum benchmark indices are the weighted average of the individual funds’ benchmark indices.
All investment rates of return are net of fees.

In compliance with changes in New York and New Jersey laws related to the investment to the annuity 
reserve fund, The Salvation Army is now utilizing the more diversified Prudent Investor strategy as opposed 
to the previously state mandated investment in goverment securities.

 U.S. Equity Large/Mid Cap           U.S. Equity Small Cap           International Equity 

 Emerging Markets           Corporate/Government Bonds           U.S. Inflation Protected Bonds 

 High Yield           Emerging Debt           Cash (residual)

Actual Asset Allocation as of 12/31/2016

0.7%

6.3%

19.0%

7.0%

67.0%

Equity Pool

Ending 12/31 » 2014/ ’15 2015/ ’16 3 Years 5 Years 7 Years

Planned Giving Assets  (0.2)%  8.5%  4.8%  8.7%  8.0% 

CPI + 3%  3.4%  5.2%  4.2%  4.4%  4.6% 

Equities Pool  (0.4)%  9.6%  5.9%  12.0%  10.3% 

Optimum Benchmark Indices  1.3%  11.5%  6.4%  12.6%  10.8% 

Fixed Income Pool  (0.4)%  4.9%  3.0%  2.5%  3.8% 

Optimum Benchmark Indices  0.2%  4.2%  3.2%  2.7%  4.1% 

Gift Annuity Fund  (0.2)%  10.6%  6.0%  12.8%  8.0% 

Optimum Benchmark Indices  1.3%  7.4%  4.3%  7.8%  7.3% 

Total AUM: $90,691,134

Fixed Income Pool

1.6%

9.9%

10.3%

4.8%

73.4%

Gift Annuity Assets

3.2%

4.8%
4.8%

28.1%

4.9% 14.9%
5.0%

34.4%

Investment Results (Net Rates of Return)





THE SALVATION ARMY USA EASTERN TERRITORY

Eastern Territorial Headquarters
440 West Nyack Road    West Nyack, NY 10994–1739

(845) 620–7200

 Northern New England Command 
 (Vermont, New Hampshire, & Maine) 
 297 Cumberland Avenue, Portland, Maine 04101 
 (207) 774–6304

 Massachusetts Command 
 25 Shawmut Road, Canton, MA 02021 
 (339) 502–5900

  Southern New England Command 
 (Connecticut & Rhode Island) 
 855 Asylum Avenue, Hartford, CT 06105 
 (860) 543–8400 

 Empire State Command 
 200 Twin Oaks Drive, Syracuse, NY 13206 
 (315) 434–1300

 Greater New York Command 
 120 West 14th Street, New York, NY 10011–7393 
 (212) 337–7200 

 New Jersey Command 
 4 Gary Road, Union, NJ 07083–5598 
 (908) 851–9300 

Adult Rehabilitation Centers Command 
440 West Nyack Road, West Nyack, 10994 
(845) 732–4100

College for Officer Training 
201 Lafayette Ave, Suffern, NY 10901 
(845) 368–7200

 Eastern Pennsylvania and Delaware Command 
 701 North Broad Street, Philadelphia, PA 19123 
 (215) 787–2800 

 Western Pennsylvania Command 
 700 North Bell Avenue, Carnegie, PA 15106 
 (412) 446–1500

 Northeast Ohio Command 
 2507 East 22nd Street, Cleveland, OH 44115 
 (216) 861–8185 

 Southwest Ohio and Northeast Kentucky Command 
 114 East Central Parkway, Cincinnati, OH 45202 
 (513) 762–5600 

 Puerto Rico/Virgin Islands Command 
 1679 Ave. Ponce De León, San Juan PR 00909-1801 
 (787) 999–7000



The Salvation Army, an international 

movement, is an evangelical part of the 

universal Christian church. Its message is 

based on the Bible. Its ministry is  

motivated by the love of God. Its mission 

is to preach the gospel of Jesus Christ 

and to meet human needs in His name 

without discrimination.

USA EASTERN TERRITORIAL HEADQUARTERS 

440 WEST NYACK ROAD 

WEST NYACK, NY 10994–1739

MISSION STATEMENT


