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Code of Conduct and
Corporate Governance

Elisa Arrigo

Abstract

The purpose of the paper is to examine the codeowfluct as a corporate
governance communication tool. Drawing on the dpson of corporate conduct
code, an analysis has been conducted on the fivst lmundred US companies
(classified by Fortune Magazine), to verify the amance that global companies
attribute to the corporate governance communicatkindings indicate that in the
58% of the cases a code exists and it is usuatlgrporated into the corporate
governance communications.
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1. The Code of Conduct: Structureand Contents

In a systemic approach, a business is seen aslasysitem whose dynamism
can be assessed in relation to its capacity to geamalations with the other
systematic entities that surround it. As a redoltiake the best decisions, the
governing board actuates rational processes thé#ihedeand interpret the
environment, in order to identify and classify thiher entities on the basis of
their influence and importanteln today’s hypercompetitive world, company
operates in a complex global market and corporatempance becomes essential
to regulate the economic and social relationships.

The code of conduct can be considered a tool gfarate governance because
it identifies corporate responsibilities towardskstholders and obliges top
managers to comply with certain guidelines wherr@sging their authority, both
inside and outside the company

We must distinguish between the code of conductthadcode of ethics: the
former, which is fules based’aims to offer a solution to every possible situat
and helps to outline corporate strategies, i.e. ibhaviours to adopt when
specific problems emerge; the latter, whichvalue based’ provides a set of
ethical principles and corporate valtiebhe code of conduct is therefore closely
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linked to the code of ethics because the behawmadopt in specific situations

depends on the strategic mission principles, ang eman incorporate a code of
ethics. Many codes place oneself between theseeitvemes, because they are
composed of an introduction that sets out the atlpanciples and shared values,
and a subsequent section that outlines the rulesrafuct to be adopted in certain
situations.

Moreover the code of conduct and code of ethicscéweely linked to the
concepts of integrity and loyaftyln particular, the code of ethics addresses the
moral integrity of the individuals in the comparmgcause it identifies the values
that employees must respect in their tasks: fomgia, honesty in their actions,
tolerance of diversity and courtesy of service igtomers. On the other hand,
behaviours dictated by the code of conduct simptuires immediate execution
by the members of the organisation, without quest®p whether or not it is
opportune to do so. As a result, the code of consdudesigned to build strong
loyalty to the company among employees. It contabuo create: cohesive and
aligned behaviour; organisational efficiency; anektér coordination between
decision-making and functional areas. At the same,tthe code of conduct helps
to contain internal conflicts by fostering favouamttitudes and consensus
towards the company.

The code of conduct encompasses a wide varietyubfests, because it
addresses all the stakeholders who make up thatiqmescenaridin which the
corporate management evolves in relation to itrenmnent. Moreover, it is an
expression of the corporate culture since it rewvdaw the rules of conduct
towards the company'’s interlocutors derive fromtumall values and principles.
The code is therefore structured in two sectiongremmble containing a code’s
description and the corporate principles, and di@eavith the rules and the
standards of behaviour.

The first section provides a definition of the caafeconduct illustrating the
mission and the values underpinning it. It thetslihe stakeholders with whom
the company interacts and defines their expectatiosmd corporate
responsibilities, as well as the company’s fidugiduties in relation to them.

The second part outlines the rules of conduct;ettae usually expressed by
prohibitions, by recommendations to avoid incorrbehaviour, or simply by
listing the standards, i.e. rules and preventivec@dures establishing which
behaviour must be adopted, and how the companyitandollaborators can
prevent opportunistic attitudes, so that corpocateduct does not diverge from
the established principles.

o Research conducted by the OECD of a sample of @8éscof
companies operating in 23 countries has revealatlttiey regulate
working conditions in 60% of cases, environmenteWwardship in
59%, followed by consumer relations (47%), brib&9%) and the
transparency of information (18%)

The codes address all individuals or groups thfiience certain aspects of
corporate strategic behaviour, generating strengthgeaknesses. Although each
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stakeholder has specific expectations of a propéawour by the company, the
standards concerning him refer to common and sheakds such as honesty,
justice, fairness and transparency.

Primarily, the codes of conduct address employdlesy are institutional
stakeholdersand active members of the company. Whit regaehtployees, the
codes set out the rules to be observed complyitiy pvinciples of fairness and
legality, in order to guarantee a safe working \vinent and in particular to
avoid sex, race or religion discrimination and fastossm in hiring. Some studies
show that the adoption of these codes can simg@ig increase workers’
tolerance of diversity, a crucial issue in the moultural environments in which
global companies operafe

For stockholders, who, like employees, have antinistnal vested interest but
are non-active members of the company, behaviandsrds are designed to
prevent improper behaviour and false declaratidihe standards that guarantee
the external transparency of informative documeats, above all, in the
financiers’ interest.

Codes of conduct also analyse relations with custerm order to establish a
trusting relationship based on an assurance odafety and characteristics of the
product offered, and the standards that reguldtgioas with suppliers. These
focuses, in particular, on the ways the latter agge(for example, not using child
labour, respecting the environment, etc.) and erctiaracteristics of their supply
agreements, such as the punctuality of goods desveand respect of agreed
quality.

The provisions regulating relations with compestare all based on principles
of fairness and respect of anti-trust laws, to dvanfair conduct. And finally,
with regard to the state and the local communitdes of conduct express a
company’s commitment to act efficiently and prdiitg respecting principles of
legality and contributing to the economic and sbd&velopment of its country,
by punctual and total payment of its tax liability.

2. Codes of Conduct and Cor por ate Governance in Global Cor porations

Corporate governance can refer to the structurels pmactices by which a
company manages the system of internal and exterglations with its
stakeholders. Two prevalent approaches can befiddnthe first encompasses a
‘contractualisti¢ vision of the company and highlights the needptotect the
owners’ interests (i.e. of those who provide thpited); the second, defined as
‘institutionalistic, is based on recognition of a number of entitiest influence
corporate operations, and therefore considers catpgovernance as a condition
to guarantee the fair accomplishment of stakehsldegitimate expectations in
the long term, so as to assure to the companyaihgeasus and collaboration that
it needs".

Two distinct systems of corporate governance afserge from the different
types of relations with the capital markets withasl to links between ownership
and control, i.e.: theinsider systemand the‘outsider system’In the former,
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ownership and control are concentrated in the hasfda small number of
majority stockholders who are often members ofdhme family. The financial
market is not very efficient, partly because of sti®ng presence of and pressure
from banks in the capital, and the percentage pft@lain the hands of other
investors is small. In the latter, which can beirdef as market orientedand is
typical of the Anglo-Saxon world, ownership is extrely fragmented and it is the
market itself that regulates any conflict that esisbetween owners and
management. The company attributes particulartadgteto the outside in order to
attract potential new participants in the corporéae.

On the basis of relations that can be establisleddden company units, it is
also possible to identify two types of structubee-tier systenn which there is
one governing board, the Board of Directors, whade is both administrative
and of management and control; amg-tier systemn which the management
and control functions are separate: the supervidmygrd will control the
management board which only has executive pders

However, rather than a model of governance, it seaore appropriate to refer
to a process of governance because it regulate relations betweercompany
and its stakeholders, and it therefore evolves mycally on the basis of
environmental changes and the expectations oflatigtiors. As a result, it will be
difficult to establish standards to be includednmiodels that are valid in all
corporate situations, and each company will puplece a specific process of
governance on the basis of its own objectivesctmpetitive context in which it
develops and the type of organisational structure.

In networkind* processes, in particular, corporate governanceeodified on
the basis of two dimensions:

- an architectural dimensionthat separates the networks with strongly
asymmetrical powers and a central guide, from thdsere the branches
into the network have equal decision-making povesrd operational and
strategic decentralisation is in force;

- aregulating dimensiorthat distinguishes between networks created for
economic reasons (contracts, price negotiation) atwd those for socio-
political reasons (lobbying, conventions, etc.).

Governance in networks always aims to reduce thectstal complexity in
order to guarantee the safety of trade by: thendiein of a network global
strategy; the coordination of the relations betwienplayers in the network; and
the monitoring of network unity. However, the ways of concrete implementation
vary from one situation to another. One effecth® geographical expansion of
the market, typical of corporate networking, andtipalarly of the greater
physical-spatial distance between the stakeholdedsthe company, is that the
possibilities for control that corporate interlogtg can exert on the company
system have decreased drastically. In parallel, stekeholders’ need for
information, which corporate communication shouldet) has increased to the
same extent. Corporate communication makes unitgynprehension of
corporate phenomena possible, it influences thesreat evaluation of the
company, and constitutes a guide in employeesitigaim order to meet the
company’s need’
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The code of conduct is one of the tools by whicmpanies can demonstrate
their commitment to responsible, sustainable behaviby disseminating
information about their own corporate governancel meeting the stakeholders’
growing need for information at least in part. Té¢wle of conduct clarifies to
stakeholders inside and outside the company therierthat guide decisions, both
strategic and operational, and as well as beingvargance tool, it represents the
company’s constitutional charter, defining the mesgbilities of each member of
the organisation.

3. Analysis of the Spread of Codes of Conduct in the Global Markets

The first one hundred companies from the UnitedteStaas classified by
Fortune magazifé were analysed to verify the importance that camgs
attribute to the communication of their corporabeeynance.

A first examination revealed the presence of comoaiions that were able to
gualify the ways in which companies establish threlations with the external
environment. In detail, the links included in theses examined break down as
follows:

in 65% of the websites analysed there isadout corporate’link,

in 12% aninvestor relations’link,

in 7% a‘corporate social responsibilityfink,

in 9% a‘citizenship’link,

in 9% a‘corporate governancelink,

in 6% an‘environment’link,

in 9% some other link'lfost community,’ ‘sustainability’, ‘our values;
etc.).

NooahkowdpE

The link most often present, after thabout corporate’ link, is one that
provides information for investors, demonstratihg tmportance that this group
of corporate interlocutors has for company develepm

Where the corporate governance communications tes#sl by the companies
analysed are concerned, in no fewer than 58% escasode exists (of conduct or
ethics), which is usually incorporated into the payate governance structure,
considered a regulation dictated by the governoaydbthat everyone must respect.

It is followed by thecorporate social report(15%), the'corporate citizenship
report’ (14%), the'sustainability report’ (9%) and theenvironmental report’
(3%). The percentage farther (45%) is high because this comprises numerous
tools, which are neither reports nor codes, butegaly tend to describe the
activities performed by the company. It also inelsd.3% percentage referred to
cases where a charitable foundation, usually adetéinance scientific research
or to protect Third World children. We can undeglihat, in the chosen channels
of communication and in the tools used, little sphas been dedicated to the
environment and to sustainable development, whigaificant amount of space
is dedicated to contributions to society and theasunding community. This can
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be explained by the profound consumer culture éxatts in the United States,
where purchasers, supported by consumer assoaagiayp considerable attention
to the behaviour of companies and are ready tospuamy improper conduct. The
only companies interested in the environment andsustainability are, not
surprisingly, those with the greatest environmentglact, like the oil company
Conoco Philips, and International Paper, a leadeth® paper and packaging
products sector.
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It is interesting to note that often, in the caseslysed, there is no single
communication tool but several, usually the codgetber with a report. This
could indicate that most companies prefer to comaenon a specific tool which
provides information about the company’s most de#ipresponsibilities; to this
the firm adds others that communicate differentpoesibilities, which are
deliberately not described in the same documenprder to keep the issues
separate and avoid confusing stakeholders.

Regardless of the type of social commitment or tited adopted to inform
stakeholders, we can note that all the compani&sntanto consideration
communicate information about their relations witte outside environment.
However, stakeholders would like more specific infation about the ways in
which corporate governance is implemented, and mieied is generally not
satisfied. The reasons can be found in severalrfsict

1. Companies tend to communicate through their wefsiteis excluding a
fair number of interested people who do not hawess to the Internet.

2. The confusion on websites which do not have a @ectedicated
specifically to corporate communication or corpergbvernance, might
prevent interested stakeholders from finding ak thformation they
require and might make them assume that thesesigseenot a priority
for the company.
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3. The generic and partial nature of information adsirey stakeholders,
dictated by precise strategic motivations, couldpbeceived by the latter
as behaviour that is not very transparent and therépunishable’ by a
display of dissent

4. Formulation and Dissemination of the Code of Conduct

The code is introduced in the company at the espmegjuest of top
management and only subsequently does the elamorattithe document begin,
entailing negotiations that involve most of theematsted parties. In fact, in order
for it to be a useful tool of communication and saveess, the code must be
drafted with the essential contribution of thosaddresses, first and foremost the
senior executived

Although no single procedure exists to draft thde;ave can identify a number
of steps that are common to all companies. Firsalbfthe definition of the
corporate mission, in which the company defines rtieket that it intends to
address, the goals to be reached, the responsiilittakes on in relation to the
stakeholders and the criteria to balance theirasts.

In this regard, the seriousness and motivation prampt the company to
disseminate information through the code of condaret important, because this
information underpins the document’s credibilitgide and outside the company and
the thrust of the actions taken by all the stalddrsl to comply. If the stimulus is
insufficient or non-existent, employees are notivagtd to behave correctly, since the
code of conduct on its own is not sufficient to rgudee fair behaviour. It is a
collection of pronouncements and standards whacheteffective, must be inserted in
a vaster project of responsible corporate managégo if the top management is
not sufficiently convinced of its utility, adoptioof the code of conduct becomes a
cosmetic exercise and employees tend to see it agpedient in the face of public
opinion to defend the company from possible illdggthaviour. On the other hand, if
the company considers its social responsibilityaatactor on which it bases its
relationship with the environment, the code of emidecomes a way in which this
sense of responsibility can be formalised and camuated to stakeholders.

After the initiative has been approved by top mamagnt, a work team is set
up, made up of a coordinator and exponents of én®ws functional areas who
enjoy a direct trusting relationship with top magagnt to guarantee the pursuit
of the commitments the latter has entered into. Té@m has to follow the
procedure to elaborate and disseminate the codmetBoes, because of the
complexity of its role, the work group is assistedexternal professionals with
expertise in the field of business ethics, who exeluded from the process of
identifying the values on which the company is fdea, but are asked to solve
the problems that require specific skills.

This will be followed by a process to map the sketders so as to identify the
key relationships for the success of the compaie fepresentatives of every
stakeholder group, both internal and external, b&llconsulted through detailed
interviews and questionnaires designed to exantireidsues of the company’s
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mission, ethical vision, ethical principles, righasd dutie¥. As regards the
critical areas identified, rules and standards ohduct are defined and
elaboration of the code will then begin with: aralgsis of existing documents,
taken as a reference; an examination of rules agdlations, corporate policy,
Board or Directors minutes; and any other formahésrmal texts that can reveal
the company’s corporate mission and its futurenbaieon.

The formulation of the code is followed by its @issnation and the method
employed is extremely significant because it reflethe importance that the
company attributes to the code and influences #éheevjudgement attributed to it
by employees. If this operation is kept low keisiprobable that the code will be
perceived as without influence and of little value assign the correct
importance, it needs to be communicated formallg apecially called meeting,
or accompanied by a presentation letter signedhbyGhairman or Managing
Director, underlining its importance for the comp&n

The code can be disseminated by a ‘top-down’ atéboup’ methoé. Usually a
top-down or ‘cascade’ process is chosen: disseimmat the document starts from
top management and descends to all hierarchicals|ethe top manager delivers a
copy of the code to his staff, who in turn commatgat to their subalterns and so on.
The second method involves more company levelsfamctions and envisages a
greater degree of involvement of personnel, engmgadiscussion of the principles
and values on which the company is founded. Bothads have positive and negative
aspects: if the company has a strong corporateretjtthe code can be introduced
with a top-down process in order to strengthenpederve this culture thus ensuring
the lasting development of the company. If in #iigation the dissemination were to
adopt a bottom-up process, it would be uselesblyriaus and could trigger sterile
discussions. On the other hand, if the corporaltereuis still evolving, a top-down
approach could be perceived as an imposition byageanent, creating resistance
among employees. In this case the second systaorésadvisable because the code is
the tool that favours reflection and the evaluataincorporate values and their
acceptance throughout the organisation.

It is very important to disseminate the code ofdrart to the other corporate
key stakeholders and, in particular, to its commaéngartners and suppliers, so
that they can undertake to adopt the conduct deethby the company.

/7 For example, IKEA undertakes not to use child labm its
manufacturing stages and to ensure that its suppland sub-
suppliers do not either. The latter have to sigrtafrhe IKEA way
on purchasing home furnishing products’ which set:imum
requirements that must be respeéted

5. Managing the Code of Conduct: Checks, Sanctions, Reviews and Updates

After the code has been disseminated, the nextlgmois to manage it, i.e.
checking that the principles it establishes arpeeted, identifying any incorrect
behaviour, imposing any sanctions and reviewing it.
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To safeguard the impartiality of the judgements dodgive a mark of
correctness, management of the code can be ewtrostempartial external
professionals, supported by internal employees. évew this does pose the
problem of making the most delicate and complexeeispof company activities
known to third parties who are not involved in tifie of the company. To prevent
any conflict from arising between internal and exé parties, many companies
therefore entrust management of the code to emgdogione.

Although no single person or unit is made respdesior checking the
effectiveness of the code, responsibility for prewey improper behaviour is
often entrusted to the legal office and/or admiaiste personnel and/or the
internal auditors, who are in a position to chdwkt the directives are respected,
and can, in certain cases, intervene with top memagt, the ethics officer
when one exists, or the Ethics Committee. This mrgaually part of the staff of
the Board of Directors, guarantees an objectivavp@nt because its members
are chosen from both inside and outside the compenguties include collecting
the information provided by the auditors, the ploiéisy of judging the offences
committed and expressing an opinion to the Boardwéctors. To prevent
improper behaviour and to check that the principles respected, it is essential
that the code of conduct be communicated insidecamside the company. Only
if it is disseminated will the document be ablenftuence company decisions and
behaviour, thus becoming part of the corporateuceltTo this end, it is necessary
to inform and train all the workforce (executivesanagers, white-collars and
new employees) with periodical training sessiond aorkshop® that can first
introduce the code and its contents and then tpaople how to apply it. It is
essential for internal personnel to learn aboutinitorder to activate the
mechanisms to signal any deviance from the stasdafrtbehaviour, and it must
also be communicated to the other significant $takkers, so that they can judge
the company’s behaviour on this basis and also ddntlaat it complies. The
collaboration of the workforce is essential at #entrol stage, because the
company operates through numerous manifestatiodstlam code of conduct
makes it possible to establish a self-regulatirgjesy of governance. In fact, the
code is only one to govern the behaviour of all fners of the global company
even with different nationalities, cultures andigeins. If the principles and
conduct to adopt in specific situations in the Idéthe company are clearly
enunciated, it will be easier for each worker talenstand how to behave and to
recognise any deviance from standard of behaviegardless of his own race,
context or background. Obviously, since every il can report any real or
apparent illegal acts that he notes to the compétedies, it is necessary to act
prudently on the allegations of these whistle-bisVebecause they may contain
false information. In order to avoid this problesome companies have created
the figure of the ombudsm#Zna person of unquestioned moral rectitude whose
role it is to check the truthfulness of the allégas and only then to communicate
the offence to the competent bodies.

The principles and general standards of behavieutharefore essential to evaluate
in advance the decisions to take, and to judgbehaviour adopted after the event.
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Management of the code of conduct also envisagesd#termination and
imposition of sanctions on those responsible foof@nce. Usually, it is up to the
immediate superior of the guilty party to establisé entity, and in more serious
cases it may be necessary for the company's MagaDirector, Chairman,
Board of Directors or Ethics Committee to intervene

Sanctions vary according to the type of violatidre simplest are disapproval
or warning letters, but they may go as far as apleyee’s transfer or even
dismissal.

During the implementation and verification stagesay prove necessary to make
changes due to shortcomings or incongruences iroriggnal presentation of the
contents. In fact, by its very nature, the codetmdiere constantly to the situation that
it applies to and this implies constant and cootisurevision of the document, even
with simple adjustments. On the other hand, awnelecomes necessary in response to
important variations in the corporate structure, dgample in the case of mergers,
incorporations, acquisitions or changes to theksstrticture, all operations that entail
verification of the consistency of the values onclithe company is founded, with its
new organisational set-up and approval of the ¢gntiee new top management. What
IS more, it is necessary to monitor whether thexeehbeen any changes in the
categories of significant stakeholders and ind¢hse, to redefine the expectations and
duties in relation to them. The real significanE¢he code therefore lies in the reason
for which it exists and in the way in which it isad; it must not be considered
unchangeable and static but as a document in gRotrat is used by management to
verify its own ideas and values and to discussadngorate identity.

6. The Effectiveness of the Code of Conduct in Global Corporations

Where the effectiveness of the code of conducbierned, it is interesting to
consider whether there is a relationship of completarity between this
document and the rules of the legal system. Howdgeanswer this question, we
must distinguish between Common Law Countries, aitike legal system is not
founded on written rules but on legal precedent thiedefore, where the code of
conduct is an important document, and Civil Law @toes, like Italy, where the
legal system is based on written standards andsitiveficance of the code of
conduct is less obvious immediat@lyin fact, in every situation, the codes sustain
the law and encourage the understanding and appiigaof the rules that apply
inside the company and are not always immediatetyilfar to employees. In fact
it is through their formulation that corporate wedwcan be interiorised in a formal
and even more concrete dimension. The code mayaapgpebe the company’'s
response to a demand for supra-national legislatianbalances the gaps and the
disparities that can arise from the fragmentatibthe national legal systems of
the various countries in which a global companyrages. By implementing it, the
company undertakes to impose the standards of comderever it operates.

For this reason, the concepts present in the corlecasionally expressed in
generic terms, with few references to concretesaeehat they are adaptable to
the many contingencies; whereas, at other timeg, éine expressed specifically
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and in great detail. Both methods present pos#ive negative aspects: an excess
of detail is inflexible and any behaviour not mentd is therefore considered
admissible; on the other hand, a lack of precismaty imply a lack of clarity and
cause hesitation in delicate situations.

The code of conduct is accompanied by a serieoditons influencing its
success. First of all is the fact that the codetrbesa sincere expression of the
will of top management and must entail the paréitigm of top executives and of
the Board of Directors as well as of employeeghat the content will tend to be
closer to the characteristics of the business,titonsg an opportunity to develop
a sense of belonging to the company. It is alsespahsable that the conduct of
managers should be an example to all the workford® are therefore more
motivated to behave properly.

Secondly, values must be communicated with a ckaple language, that is
direct and comprehensible to everyone to avoid miststandings and confusion
that might be used by people in bad faith to justi€gal acts. The contents must
not be too generic but focused on the specificadtaristics of the sector and the
company; their organisation is in line with the ctgstion of the company and
also includes the management of possible crititahsons.

The method adopted to disseminate the code isiraigortant, and the more it
underlines the code’s importance the more this kel respected and taken into
consideration. For this reason, a formal methodissfemination that can highlight its
value is advisable. The code must be publicizealenand outside the company;
inside, by distributing a copy to all new employe#® must sign up to it, as a part of a
convention, or by posting it in the workplace. Amuthe outside, by distributing it to
the main stakeholders at dedicated encountersingeer training coursés

Once the values have been accepted, a furthertcomibr the effectiveness of
the code lies in the involvement of personnel whedhconstant ethical training
that will teach the individual how to deal with abghavioural problems that he
may come up against because of his position.

The final condition is the creation of a contralusture and a system that can
establish the correct sanction for any illegal deed
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Attachment: Analysis of the First 100 Companies in the Glok20 kisted by Fortune

CORPORATE
COVERNANCE
SOCIAL COMMITMENT COMMUNICATION TOOL
USED
— 2 w el
2 ol [S|uls| |E|E|2|8E
2 s Zlzlzl2lg Slal2| >R |8
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4 z < Ol o 5 8
1 Exxon Mobil (XOM) 339,938.0 36,130.0 X X
Wal-Mart Stores
2 (WMT) 315,654.0 11,231.0 x | x X X | X
General Motors
3 (GM) 192,604.0 -10,600.0 X X
4 Chevron (CVX) 189,481.0 14,099.0 | x X X
5 Ford Motor (F) 177,210.0 2,024.0 X X
ConocoPhillips
6 (COP) 166,683.0 13,529.0 X X | X X X
General Electric
7 (GE) 157,153.0 16,353.0 X X
8 Citigroup (C) 131,045.0 24,589.0 X X X
American Intl.
9 Group (AIG) 108,905.0 10,477.0 X X
Intl. Business
10 Machines (IBM) 91,134.0 7,934.0 X X
Hewlett-Packard
11 (HPQ) 86,696.0 2,398.0 X X X
Bank of America
12 Corp. (BAC) 83,980.0 16,465.0 X X
Berkshire
13 Hathaway (BRKA) 81,663.0 8,528.0 X X
14 Home Depot (HD) 81,511.0 5,838.0 X X
Valero Energy
15 (VLO) 81,362.0 3,590.0 X X X X
16 McKesson (MCK) 80,514.6 -156.7 X X
J.P. Morgan Chase
17 & Co. (JPM) 79,902.0 8,483.0 X | X X
Verizon
Communications
18 [\24) 75,111.9 7,397.0 X X
Cardinal Health
19 (CAH) 74,915.1 1,050.7 X X
20 Altria Group (MO) 69,148.0 10,435.0 | x X
21 Kroger (KR) 60,552.9 958.00.00 X X
State Farm
22 Insurance Cos 59,223.9 3,241.8 X X
Marathon Qil
23 (MRO) 58,958.0 3,032.0 X X
Procter & Gamble
24 (PG) 56,741.0 7,257.0 X X
25 Dell (DELL) 55,908.0 3,572.0 X X | X
26 Boeing (BA) 54,848.0 2,572.0 X X | X
AmerisourceBerge
27 n (ABC) 54,589.6 264.06.00 X
Costco  Wholesale
28 (COsT) 52,935.2 1,063.1 X X
29 Target (TGT) 52,620.0 2,408.0 X X
Morgan Stanley X
30 (MS) 52,498.0 4,939.0 X
31 Pfizer (PFE) 51,353.0 8,085.0 X X
Johnson &
32 Johnson (JNJ) 50,514.0 10,411.0 X X
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Sears Holdings

33 (SHLD) 49,124.0 858.00.00 X
Merrill Lynch

34 (MER) 47,783.0 5,116.0 X

35 MetLife (MET) 46,983.0 4,714.0 X
Dow Chemical

36 (DOW) 46,307.0 4,515.0 X
UnitedHealth

37 Group (UNH) 45,365.0 3,300.0 X

38 Wellpoint (WLP) 45,136.0 2,463.8 X

39 AT&T (T) 43,862.0 4,786.0 X X | X
Time Warner

40 (TWX) 43,652.0 2,905.0 X X
Goldman Sachs

41 Group (GS) 43,391.0 5,626.0 X

42 Lowe's (LOW) 43,243.0 2,771.0 X X
United
Technologies

43 (UTX) 42,725.0 3,069.0 | x X
United Parcel

44 Service (UPS) 42,581.0 3,870.0 X

45 Walgreen (WAG) 42,201.6 1,559.5 X

46 Wells Fargo (WFC) 40,407.0 7,671.0 X X

47 Albertson's (ABS) 40,397.0 446.00.00 X | X

48 Microsoft (MSFT) 39,788.0 12,254.0 X X

49 Intel (INTC) 38,826.0 8,664.0 X X

50 Safeway (SWY) 38,416.0 561.01.00 X X
Medco Health

51 Solutions (MHS) 37,870.9 602.00.00 X
Lockheed  Martin

52 (LMT) 37,213.0 1,825.0 X X

53 CVS (CVS) 37,006.2 1,224.7 X

54 Motorola (MOT) 36,843.0 4,578.0 X X

55 Caterpillar (CAT) 36,339.0 2,854.0 X
Archer Daniels

56 Midland (ADM) 35,943.8 1,044.4 X
Wachovia Corp.

57 (WB) 35,908.0 6,643.0 X

58 Allstate (ALL) 35,383.0 1,765.0 X X

59 Sprint Nextel (S) 34,680.0 1,785.0 X
Caremark Rx

60 (CMX) 32,991.3 932.04.00 X | X

61 PepsiCo (PEP) 32,562.0 4,078.0 X
Lehman Brothers

62 (LEH) 32,420.0 3,260.0 X X

63 Walt Disney (DIS) 31,944.0 2,533.0 X
Prudential

64 Financial (PRU) 31,708.0 3,540.0 X X
Plains All  Amer.

65 Pipeline (PAA) 31,177.3 217.08.00 X

66 Sunoco (SUN) 31,176.0 974.00.00 X
Northrop Grumman

67 (NOC) 30,721.0 1,400.0 X

68 Sysco (SYY) 30,281.9 961.05.00 X
American Express

69 (AXP) 30,080.0 3,734.0 X X

70 FedEx (FDX) 29,363.0 1,449.0 X
Honeywell Intl.

71 (HON) 28,862.0 1,655.0 X

72 Ingram Micro (IM) 28,808.3 216.09.00 X

73 DuPont (DD) 28,491.0 2,053.0 X
New  York Life

74 Insurance 28,051.0 1,421.6 X
Johnson Controls

75 Jch 28,019.5 909.04.00 X

76 Best Buy (BBY) 27,433.0 984.00.00 X X

77 Delphi (DPHIQ) 27,201.0 -6,369.0 X
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Hartford Financial X
78 Services (HIG) 27,083.0 2,274.0 X
X
79 Alcoa (AA) 26,601.0 1,233.0 X
80 Tyson Foods (TSN) 26,014.0 353.00.00 X
81 TIAA-CREF 25,916.8 2,000.8 X
International Paper
82 (IP) 25,797.0 1,100.0 X X X | X
Cisco Systems
83 (Csco) 24,801.0 5,741.0 X X
84 HCA (HCA) 24,455.0 1,424.0 X
St. Paul Travelers
85 Cos. (STA) 24,365.0 1,622.0 X X
86 News Corp. (NWS) 23,859.0 2,128.0
Federated Dept.
87 Stores (FD) 23,347.0 1,406.0 X
Amerada Hess
88 (AHC) 23,255.0 1,242.0 X
89 Coca-Cola (KO) 23,104.0 4,872.0 X X
Weyerhaeuser
90 (WY) 23,000.0 733.00.00 X
91 Aetna (AET) 22,885.0 1,634.5 X X
Mass. Mutual Life
92 Ins. 22,798.8 1,446.0 X X
Abbott Laboratories
93 (ABT) 22,337.8 3,372.1 X X
94 Comcast (CMCSK) 22,255.0 928.00.00 X X X | X
95 Merck (MRK) 22,011.9 4,631.3 X X
X
96 Deere (DE) 21,930.5 1,446.8 X
X
97 Raytheon (RTN) 21,894.0 871.00.00 X
98 Nationwide 21,832.0 1,149.0 X
Washington Mutual
99 (WM) 21,326.0 3,432.0 X
General Dynamics
100 (GD) 21,290.0 1,461.0
1 6 1] 1 1|2
Total 7196 ]2 5 51 4 8 | 7
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