Capital Asset Pricing Model:

E(Ri) = Rf + [E(Rm) - Rf| x B
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E(Ri): Expected Return
Rf: Risk-Free Rate of Interest 2
E{Rm) - Rf: Market Risk Premium F I L E D
i: Beta
JUL 1 3 2004
Risk-Free Rate:
10 Year Treasury Yield 4.70% . . .
. ° 8eMIRE BB RS on
Projected Market Risk Premjum 5.25%* ’ ’
Broad Market Equity Expectation
Rigk Free Rate Beta Market Risk Premium | Cost of Equity Estimate |
4.700% 1.00 5.25% 9.95%
Travis Allen Proxy Group
Risk Free Rate Beta Market Risk Premium | Cost of Equity Estimate
4.700% 0.74 5.25% 8.59%
David Murray Proxy Group .
Risk Free Rate Beta Market Risk Premium | Cost of Equity Estimate
4.700% 0.68 5.25% 8.27%
Southern Union
Risk Free Rate Beta Market Risk Premium | Cost of Eguity Estimate
4.700% 0.90 5.25% 9.43%

* The Equity Premium Consensus Forecast Revisted
by: Ivo Welch Sept. 2001

Markat Risk Premium Range: 5.00% - 5.50% (Average: 5.25%)




