
Capital Asset Pricing Model :

E(Ri) = Rf + [E(Rm) - RI x B

E(Ri) :

	

Expected Return
Rf :

	

Risk-Free Rate of Interest
E(Rm) - Rf: Market Risk Premium
4 : Beta

Risk-Free Rate:
10 Year Treasury Yield

	

4.70%

* The Equity Premium Consensus Forecast Revisted
by: No Welch Sept . 2001
Market Risk Premium Range: 5.00% - 5.50% (Average : 5.25%)
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Mlasc~+ri Pwbfie®ervce c:orrtr191ssioflProjected Market Risk Premium

Broad Market Equity Expectation

5.25%*

Risk 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 Eguity Estimate

4.700% 0.74 5.25% 8.59%

David Murray Proxy GrouP
Risk Free Rate BBetae Market Risk Premium Cost of Eguity Estimate

4.700% 0.6868 5 .25% 8.27%

Southern Union
Risk Free Rate Beta Market Risk Premium Cost of Equity Estimate

4.700% 0.90 5.25% 9.43%


