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Dear Friends and Supporters,

What is it that sets the management of funds in The Salvation Army apart from fund management in other 
institutions? It is the purpose of our ministry of money: to faithfully manage the resources God has entrusted to us  
in the Eastern Territory in ways that help the local, divisional, and territorial commands to fulfill their goal of “Doing the 
Most Good” in their various programs and ministries. That is what this report is about!

Our donor support, which continued its positive trend from the prior year, recognized the increase in need caused 
by the large number of unemployed people and the reduction of governmental services due to severe budgetary 
reductions. We are heartened by the results of our conservative, defensive investment posture, which provides 
comfort for those who support The Salvation Army, because they know that their gifts to the Army continue to 
grow over time, thus preserving the purchasing power of each donation.

The investment performance for 2012 was very positive. The Eastern Territory’s portfolio returned 13.1% for  
the annual period ended December 31, 2012. The total assets under management were in excess of $2.1 billion. 
Over $150 million of earnings and realized gains were returned to operations in support of our programs across 
the territory. 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 in ways that are socially responsible and in compliance with The Salvation Army’s Socially Responsible 
Investment Guidelines. We do not permit investments in companies that derive more that 10% of their revenue 
from the manufacture, sale, or distribution of alcohol, tobacco, gaming, or pornography. We seek to invest in those 
companies and industries that support the building up of the human condition and positive living.

As you examine this report, you will see some outstanding examples of people and places that embody The 
Salvation Army. In 2012, the Eastern Territory was called upon to engage in relief efforts in the  aftermath of  
Super Storm Sandy. Indeed, these efforts are continuing into 2013. Our regular programs and ministries have 
continued for families in need, for children who need nurturing in after–school and camp programs, assistance  
to at–risk youth, and for many others.

We look to the future with confidence that God will enable us to continue reaching out in the communities we 
serve to meet human needs.

Sincerely,

Commissioner Barry C. Swanson    Lt. Colonel James W. Reynolds
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 130 years in the 
United States. 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. 

Every day, in all we do, The Salvation Army  
strives to exemplify these traits:

Uplifting
Whether helping a family who 
has lost their home in a disaster, 
providing food for the hungry, or 
giving a Christmas toy to a poor 
child, the goal is the same — to 
lift up needy neighbors and help 
relieve their suffering.

Passionate
The Salvation Army’s mission 
was born out of William Booth’s 
deep desire to bring the Gospel 
to poor, hurting, lost souls and to 
meet their needs in Christ’s name. 
That was well over 100 years ago 
yet that same passion continues to 
drive the Army’s efforts today and 
to help change the lives of needy 
neighbors in your community. 

Compassionate
At the heart of everything The 
Salvation Army does, you’ll find 
compassion—compassion for the 
hungry child, the elderly shut–in, 
the homeless person, and for the 
poor in spirit.

Trustworthy
The Salvation Army has worked 
hard for over 125 years in the 
United States to earn the trust of 
the public, and it is committed to 
moving forward in a manner that 
will keep that trust. That’s why 
84 cents of every dollar the Army 
spends goes directly into bringing 
help and hope to hungry, home-
less, and hurting neighbors.

Brave
The Salvation Army has earned 
a reputation for venturing into 
places and circumstances other 
people won’t go—assisting victims  
and first responders during floods 
and fires; working to uplift the 
communities in crime–ridden 
neighborhoods; and offering  
salvation to addicts, prostitutes, 
and prisoners. 
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Uplifting
Gabriel, 6 years old, entered The Salvation Army After–School 
Program with great charisma and confidence. He was immediately 
accepted and appreciated as the “comedian” in the group. But he strug-
gled academically, especially with his literacy skills. In the first grade, 
Gabriel could write his name, but that was all he could recognize or 
sound out. His mother hoped Gabriel’s participation in the After–
School Program would help him function better at school.

The Salvation Army staff has worked rigorously with Gabriel over  
the last two years, teaching and reinforcing basic reading and writing  
skills. His outgoing personality often interfered with his ability to 
focus on the work at hand, so the staff uses strategies to help him con-
centrate. Gabriel is encouraged to look at people when speaking with 
them, keep his eyes on the printed page when reading, and generally, 
keep his focus sharp.

As a result of these efforts, Gabriel has shown impressive growth in 
reading since he entered The Salvation Army’s program. His mother 
comments on this often and has begun reading with him each night, 
even though she previously had no patience to do so. We are pleased 
and grateful that Gabriel has shown such improvement and that his 
mother recognizes her important role as his encourager at home.

“We wanted to leave 
something more  
permanent behind.
—Eric Stein, Keller Williams

Passionate
Building furniture, cooking, hosting a carnival—those were just a 
few ways volunteers from Keller Williams Realty helped out The 
Salvation Army in honor of a company–wide Keller Williams event 
called RED Day.

RED (Renew, Energize, Donate) Day takes place annually each 
May and is a time for Keller Williams offices nationwide to design 
and execute an event that gives back to the communities they serve.

The Salvation Army community center in Newburgh, New York, was 
the lucky site selected for the RED Day 2012 efforts of Keller Williams’ 
Goshen, New York, office. Approximately 40 volunteers at the center 
throughout the day rotated through various roles, which ranged from 
serving breakfast to hungry members of the community to staffing a 
carnival for about 80 neighborhood kids.

One special project RED Day volunteers undertook was the con-
struction of a picnic table and a set of steps, both of which will make it 
feasible for the seniors who frequent the center to enjoy dining outside. 
“We wanted to leave something more permanent behind,” explained 
Keller Williams’ Eric Stein.

Stein, an associate broker who chairs RED Day for the Goshen 
office, described the marathon day of giving, which lasted from  
8 a.m. well into the evening, as “exhilarating and exhausting, but in  
a good way.”
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“During the  

summer of 2012,  
a total of  
39,725 meals  
were served by the 
Worcester Corps Mobile Meals.

Trustworthy
Mr. Kenneth Sommers traveled often in his government service career, 
but he always knew where home was—and still is! Born in Flushing, 
New York, today he lives just six blocks from the house where he grew 
up and stayed to care for his mother, father, and sister through long ill-
nesses. The bonus at his condominium in Astoria is a panoramic view 
of Manhattan. Through the years, and still today, he enjoys simple 
pleasures like listening to classical music and opera, taking in beautiful 
art, and of course, looking out over the New York he loves.

Kenny Sommers, age 84, relates his story of Salvation Army 
involvement with modesty and good humor, unaware of what an 
inspiration he is. 

When asked, “Why support The Salvation Army?” Sommers replies, 
“I have admired them all my life. They go quietly where they are 
needed, with no fanfare. I remember my mother taking me to Macy’s 
when I was 5 years old, and placing the nickel she gave me in the 
Salvation Army kettle out front. The lovely woman with the small 
band thanked me and patted my cheek, and as we passed and I looked 
back, she waved to me. She exuded such warmth.”

Kenneth 
Sommers

“They [The Salvation Army] go quietly 
where they are needed, with no fanfare.
— Kenneth Sommers
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Compassionate
In 2010, the Mobile Meals program at the Worcester Corps 
Community Center started by providing 45 meals on its first day. 
Utilizing the Emergency Disaster Services canteen, which typically 
serves first responders and victims at fires and natural disasters, the 
program has grown each year. The goal of the program is to feed 
at–risk children who would normally not receive a lunchtime meal 
because school is not in session.

During the summer of 2012, 1,000 meals were served each day in as 
many as 39 different locations, for a total of 39,725. The meals include 
a sandwich, fresh–cut vegetables, a snack such as 
pretzels or chips, a dessert, and a juice box.  Each 
lunch bag also included regular invitations to the 
Kids FEAST after–school program, Vacation Bible 
School, and other Corps programs. The idea is to 
connect families to the services they need, including 
the food pantry and pastoral counseling. Children 
couldn’t wait to find out what their lunch bag held 
each day and would sometimes hold their favor-
ite item up like a prize as they danced around the 
Emergency Disaster Services canteen that brought 
their meals.

When the feeding truck arrived, the workers would 
often see the children already lined up, sometimes in 
groups as large as 60, with no parents, quietly waiting for their lunch.

Major Bessie Babbitt talks about the impact of the program: “By going 
out into the community, we are able to provide support to many families 
and children who would normally not be able to access these services.”

One worker remembers going to a house where the side wall had col-
lapsed, and there was actually a large hole in the side of the structure. As 
the truck drove by, the father, who had heard about the feeding program, 
jumped into his car and tracked the canteen down blowing his horn 
until it stopped. He said his family had no food and was overjoyed that 
his children would be able to eat for the remainder of the summer.
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Brave
Brave
Survivor. That’s what Maria Romagnuolo, 51, calls herself. She survived 
back, neck, and knee surgeries. She also survived breast cancer and a 
double mastectomy. And most recently, she survived Super Storm Sandy. 

  A few years ago, Maria bought her home in a no–flood zone. Her 
twin sons, 14, both have disabilities and rely on medical equipment. 
She didn’t think her home would ever flood. Then, Sandy hit. 

“My friend called me and told me to take the kids and get out of our 
house. I went outside, and then I saw it. My heart stopped. It was rush-
ing up the avenue like a tsunami,” Maria recalls.

Maria’s home was flooded with four feet of water and sewage that 
ruined her children’s medical equipment, along with most of the other 
items in the lower level of her home. She had no flood insurance. 

Having worked in social services, Maria knew that The Salvation 
Army was a place she could turn to in her darkest hour. So she did. Here, 
she found the light of hope. The Salvation Army gave Maria—and tens 
of thousands of other New Yorkers affected by Sandy—the help they 
needed to start rebuilding. “Everyone who works there is so caring,” 
Maria says. “To have a place that I can go to and not be ashamed to ask 
for help—it’s a blessing.” But it wasn’t just furniture and clothing that 
helped her; it was also acceptance and support.

“You don’t realize until you walk into The Salvation Army what 
they have that can help you,” Maria explains. “The Salvation Army 
embraced me in a time of need. You don’t have to be embarrassed. 
There is love there.” 

Many victims of Sandy still need long–term help, says Diana Lopez, 
The Salvation Army’s Planning Specialist for Emergency Disaster 
Services. “Even if someone has gotten short–term help from other 
agencies, The Salvation Army is there to fill in the gap.” And, she adds, 
New Yorkers are so grateful for any assistance they receive. “After a 
disaster, everybody is helping.”

 “Take it from me, someone who never asked for help before and is 
a strong person,” Maria offers. “Every dollar someone donates to The 
Salvation Army is needed. You never know if it’s going to be you. You 
never know when you’ll be the one who needs help.”

Maria Romagnuolo standing outside 
with her twin boys after Super Storm 
Sandy flooded thier home. (above)

”“To have a place that I can go to and not be 
ashamed to ask for help—it’s a blessing.     
— Maria Romagnuolo
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9,583,506 meals provided 

 7,676,012 total people served 

 2,470,056 received basic social services 

2,428,675 toys and gifts distributed 

 1,717,881 received lodging assistance

 755,624 received Christmas & Thanksgiving assistance 

 638,277 received adult spiritual development

 344,008 participate in senior citizens activities

 165,664 received youth spiritual development

 112,044 received disaster related assistance

 52,074 attended camp

 30,788 received day care services 

 29,640 received housing assistance 

BY THE NUMBERS

EASTERN TERRITORY

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 asset allocation process for managing and monitoring its investments. We utilize the 
professional 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. 
This approach helped the portfolio to outperform its strategic benchmark for the year 
and generate positive returns.

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.

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 

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.

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 6–11.

  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  
went towards  

program services 

in 2012.

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 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. Appendix A lists the permitted asset 
classes, their target weights in the portfolio, and 
the operating range for each asset class.

The Investment Committee has the responsibility 
to allocate investment resources within the ranges 
listed in Appendix A. In doing so, the Investment 
Committee will seek reasonable assurance that the 
portfolio is well–diversified so that no single secu-
rity, class of securities, or specific investment style 
will have a disproportionate impact on the portfo-
lio’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.

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, as defined in Appendix A. 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 
and is defined in Appendix A.

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 as defined in Appendix A. 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 bench-
marks listed in Appendix A. The combination of 
manager benchmarks within an asset class should 
closely approximate the benchmark for that asset 
class as a whole.

Appendix A data is indicated on  
pages 8, 10, 12, and 14.

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.
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1,331,400  

the number of people assisted by  

The Salvation Army  

for the first time this year
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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 diversi-
fied according to economic sector, industry, 
number of holdings, and other investment 
characteristics. 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 permit-
ted to hold securities in corporations whose 
primary business activity is the manufacture, 
distribution or marketing of alcohol, tobacco, 
pornography, gaming, or gaming facilities.

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

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.

Emerging Markets Equity: Listed equity secu-
rities 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 above 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 pri-
mary business activity is the manufacture, 
distribution or marketing of alcohol, tobacco, 
pornography, gaming, or gaming facilities.

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 prohibited 
from using private placements, leveraged 
derivatives of any sort, margin or commodi-
ties, hedging except for currency where foreign 
denominated bonds are allowed, or any specu-
lative device of any sort.

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

ALTERNATIVE INVESTMENTS
The Army employs investment managers, part-
nerships 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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Total public support  

received during the year  

equaled more than  

$386 million
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CORPORATE TRUST INVESTMENT CORPORATE TRUST INVESTMENT PORTFOLIO

Asset Allocation Parameters
Operating Range Long–Term Optimal

25% – 45% 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%

Total AUM: $2,109,681,540

Investment Results: Corporate Trust Investments
(net rates of return %)

Ending 12/31
2008/ ’09

Ending 12/31
2009/ ’10

Ending 12/31
2010/ ’11

Ending 12/31
2011/ ’12

Ending 12/31
3 Years

Ending 12/31
5 Years

Last
10 Years

Trust Investment Portfolio 23.6 14.4 -1.3 13.8 8.5 2.8 7.9

Optimal Benchmark Indicies 21.5 10.6 -1.6 12.2 6.5 1.1 6.7

CPI + 5% 8.1 6.6 8.2 6.8 7.2 6.9 7.6

U.S. Equity Large/Mid Cap 34.4 18.8 1.5 17.0 12.2 3.3 NA

S&P 500 26.5 15.1 2.1 16.0 10.9 1.7 7.1

U.S. Equity Small Cap 25.7 30.8 -5.8 17.9 13.2 3.5 10.6

Russell 2000 27.2 26.9 -4.2 16.4 12.2 3.6 9.7

International Equity 31.8 13.9 -11.2 17.3 5.8 -0.3 9.4

MSCI EAFE 32.5 8.2 -11.7 17.9 4.0 -3.2 8.2

Emerging Markets 75.6 15.9 -17.8 15.8 3.3 -3.4 15.4

MSCI Emerging Free 78.5 18.8 -18.4 18.2 4.6 -0.9 16.5

Alternate Asset Classes 8.9 11.8 2.0 10.9 8.1 1.4 NA

Fixed Income 13.1 7.7 5.6 8.7 7.3 7.8 6.3

Barclays Capital Aggregate 5.9 6.5 7.8 4.2 6.2 5.9 5.2

NOTE: Optimum Benchmark Indicies are the weighted average of the invididual benchmank indicies.
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

29%

15%

15%

30%

7%

4%

31.7%

13.5%

14.9%

26%

6.2%

5.1%

2.9%

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



ANNUAL INVESTMENT STEWARDSHIP REPORT 2012 ANNUAL INVESTMENT STEWARDSHIP REPORT 2012 19

PL
A

N
N

ED
–

G
IV

IN
G

 I
N

V
ES

T
M

EN
T

 P
O

R
T

FO
LI

O

18

PL
A

N
N

ED
–

G
IV

IN
G

 O
B

JE
C

T
IV

ES

PLANNED ‑GIVING OBJECTIVES PLANNED –GIVING INVESTMENT PORTFOLIO

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. Infation Projected 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

NOTE: Optimum benchmark indicies are the weighted average of the individual funds benchmark indicies.
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.

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.

 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)

41.8%

24.4%

5.3%

4.9%
0.9%

5.7%

11.5%

5.4%

70.5%

6.7%

15.5%

7.1%

0.2%

74.1%

4.9%

10.3%

10.2%

0.6%

Actual Asset Allocation as of 12/31/2012

Equity Pool Fixed Income Pool Gift Annuity Assets

Investment Results: Planned–Giving Assets
(net rates of return %)

Ending 12/31
2008/ ’09

Ending 12/31
2009/ ’10

Ending 12/31
2010/ ’11

Ending 12/31
2011/ ’12

Ending 12/31
3 Years

Ending 12/31
5 Years

Since 
12/31/1998

Planned–Giving Assets 18.9 12.0 0.3 13.6 8.5 3.2 5.0

CPI + 3% 6.0 4.5 6.1 4.7 5.1 4.8 5.5

Equities Pool 27.8 15.6 -2.9 16.0 9.2 0.1 3.5

Optimum Benchmark Indicie 31.3 15.8 -2.3 16.6 9.7 1.2 4.3

Fixed Income Pool 10.2 7.3 6.8 6.4 6.8 6.4 4.4

Optimum Benchmark Indicie 10.6 7.4 7.8 5.4 6.9 6.5 6.0

Gift Annuity Fund 18.6 12.0 0.1 13.9 8.5 3.1 6.2

Optimum Benchmark Indicie 18.9 11.9 0.7 10.6 7.6 2.9 5.2

Total AUM: $92,271,716



EASTERN TERRITORY DIVISIONAL HEADQUARTERS

Southwestern Ohio and 
Northeastern Kentucky 
114 East Central Parkway

Cincinnati, OH 45202
(513) 762–5600 

Western Pennsylvania 
700 North Bell Avenue

Carnegie, PA 15106
(412) 446–1500

Southern New England
(Connecticut & Rhode Island)

855 Asylum Avenue
Hartford, CT 06105

(860) 543–8400 

New Jersey
4 Gary Road 

Union, NJ 07083–5598 
(908) 851–9300 

Eastern Pennsylvania
and Delaware 

701 North Broad Street 
Philadelphia, PA 19123 

(215) 787–2800 

Empire State
200 Twin Oaks Drive
Syracuse, NY 13206

(315) 434–1300

Greater New York
120 West 14th Street 

New York, NY 10011–7393 
(212) 337–7200 

Northern New England
(Vermont, New Hampshire, & Maine)

297 Cumberland Avenue
Portland, Maine 04104

(207) 774–6304

Northeast Ohio
2507 East 22nd Street
Cleveland, OH 44115

(216) 861–8185 

Massachusetts
25 Shawmut Road

Canton, MA 02021
(339) 502–5900

Puerto Rico/Virgin Islands
306 De La Constitucion

San Juan, PR 00901–2207
(787) 999–7000

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

(845) 620–7200



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


