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Rating: Buy
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Cimarex Energy Company
Magnum Hunter Acquisition Adds Value

Symbol XEC Ebitda Next Twelve Months ending 3/31/06 (US$mm) 412
Rating Buy North American Natural Gas/Ebitda (%) 71
Price ($/sh) 35.89 Natural Gas and Oil Production/Ebitda (%) 100
Pricing Date 1/26/05 Adjusted Reserves/Production NTM 52
Shares (mm) 43 EV/Ebitda 3.7
Market Capitalization ($mm) 1,540 PV/Ebitda 4.6
Debt ($mm) 0 Undeveloped Reserves (%) 1
Enterprise Value (EV) ($mm) 1,540 Natural Gas and Oil Ebitda ($/boe) 30.80
Present Value (PV) ($mm) 1,890 Present Value Proven Reserves($/boe) 26.90
Net Present Value ($/share) 44 Present Value Proven Reserves($/mcfe) 4.50
Debt/Present Value 0.00 Earnings Next Twelve Months (US$/sh) 3.51
McDep Ratio - EV/PV 0.82 Price/Earnings Next Twelve Months 10
Dividend Yield (%/year) 0.0 Indicated Annual Dividend (US$/sh) 0.00

Note: Estimated cash flow and earnings tied to one-year futures prices for oil and natural gas.
Reported results may vary widely from estimates. Estimated present value per share revised only infrequently.

Summary and Recommendation

We continue to recommend current purchase of the common shares of Cimarex Energy Company
(XEC) for small cap participation in natural gas production with capable leadership. On the basis
of our industry-wide revaluation to an expected long-term oil price of $40 a barrel constant real,
we increase our estimate of net present value per share to $42 compared to $38 previously.
Today’s announced acquisition of Magnum Hunter (MHR) implies a further increase to $44 or
more after the closing of the deal expected at about mid-year. The seller had difficulty gaining
investor credibility for its valuable properties that also happened to carry a heavy debt burden.
Cimarex stock has 20% appreciation potential to net present value where it would then offer a
continuing return of 11% per year at $40 oil and normal risk.

Magnum Hunter an Under-Recognized Producer

When Magnum Hunter last appeared in our research at the end of July 2004, it had a stock price
of about $10, a net present value of $20 and a ratio of debt to present value of 0.32. At the same
time Cimarex had a stock price of about $31, a net present value of $38 and a ratio of debt to
present value of 0.00. The proposed exchange ratio is 0.415 shares of Cimarex stock for each
share of Magnum Hunter. As a result 0.415 share of Cimarex having net present value of $16
would be exchanged for net present value of $20. It looks like a good deal for Cimarex. It is also
a reasonable deal for Magnum Hunter because the seller gains credibility it was not able to
achieve by itself. Besides if the new company is successful as we expect it to be, the selling
stockholders will be full participants as new Cimarex stockholders.

As of January 26, 2005, we raised our estimate of long-term oil price to $40 from $35 previously.
While we have a new estimate for Cimarex, we do not have the same revision for MHR. From

our preliminary calculations, more than likely, the addition of MHR increases net present value
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for Cimarex. The two companies are roughly the same size. Thus a $4 a MHR share gain spread
out over all the Cimarex shares would be about $2 on the old estimates. On new estimates to be
refined over the next several months, the increment may be more.

Estimates presented in the table on the first page of this analysis are for Cimarex before the latest
proposed transaction. The one exception is that we added $2 a share to net present value
presuming the deal is completed. We can understand that the stock of the acquiring company
usually declines while the stock of the seller usually increases. Indeed fees will be paid that
dilute the value created. Nonetheless it looks to us like an attractive opportunity for diversified
energy investors to accumulate shares of buy-recommended Cimarex.

Kurt H. Wulff, CFA

Disclaimer: This analysis was prepared by Kurt Wulff doing business as McDep Associates. The firm
used sources and data believed to be reliable, but makes no representation as to their accuracy or
completeness. This analysis is intended for informational purposes and is not a solicitation to buy or sell a
security. Past performance is no guarantee of future results.

McDep does no investment banking business. McDep is not paid by covered companies including revenue
from advertising, trading, consulting, subscriptions or research service. McDep shall not own more than
1% of outstanding stock in a covered company. No one at McDep is on the Board of Directors at a covered
company nor is anyone at a covered company on the Board of Directors of McDep.

McDep or its employees may take positions in stocks the firm covers for research purposes. No trades in
a subject stock shall be made within a week before or after a change in recommendation.

Certification: I, Kurt H. Wulff, certify that the views expressed in this research analysis accurately reflect
my personal views about the subject securities and issuers. No part of my compensation was, is, or will be
directly or indirectly related to the specific recommendations or views contained in this research analysis.

Research Methodology/Ratings Description: McDep Associates is an independent research originator
focused on oil and gas stocks exclusively. The firm applies the thirty years of experience of its analyst to
estimate a present value of the oil and gas resources and other businesses of covered companies. That
value is compared with a company’s stock market capitalization and debt. Stocks with low market cap and
debt relative to present value tend to outperform stocks with high market cap and debt relative to present
value. Buy recommendations are expected to deliver a total return better than 7% per year above inflation.
Hold recommendations assume the attributes of the underlying business are reflected in the current price of
the stock. Sell recommendations are expected to deliver a negative total return less than 7% per year
including the effects of inflation.
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