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Lion Energy Corp. (formerly Raytec Metals Corp.) (TSX-V: LEO) — Completes sale of potash assets for
equity; Focuson oil and gas projectsin East and Central Africa

Sector/Industry: Junior Resource www.lionener gycor p.com
Market Data (as of December 14, 2009) Investment Highlights
Current Price C$0.185
Fair Value C$0.59 (}) e On September 15, 2009, the company changed its name from
Rating* BUY Raytec Metals Corp. to Lion Energy Corp. to reflect its new focus
Risk* 5 (Highly Spec) onoil & gas projectsin Central & Eastern Africa.
52 Week Range C$0.15 - C30.43 e On August 24, 2009, LEO announced the completion of its
f/lh:rrl:t %/S Czi.sl%ﬂ;]nm transaction with Encanto Potash Corp. (TSXV: EPO) to sdl its
P ' 100% interest in al its potash assets. LEO’s motive behind the
Current Yield N/A . : S ) L :
PIE N/A transaction was to diversify its holdings, maintain a portion of the
PIB 047 upside p_otential of the projects t_hrough equity ownership in EPO,
YoV Return 7 5% and possi bly u_nI ogk the \{al ue of its potash assets (as LEO's current
YoY TSXV 98.3% market capitalization assigns no value to any of LEO’s assets). It
*see back of report for rating and risk definitions also allows the company to redirect its resources into other projects.
¢ In October 2009, LEO signed a non-binding letter of intent with
1000000 00 Southern Star Energy Inc. (OTCBB: SSEY), and Gold Star
8000000 T ‘l 1 $0.40 Resources Corp. (TSXV: GXX) to complete a proposed business
{’N combination.
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7%% | e In August 2009, LEO signed an agreement with Africa Oil Corp.
(TSXV: AQI) to farm-in AOI’s production sharing contracts in
Somalia, and the Republic of Kenya.

w0 | e We estimate the company currently has working capital
o | 000 (excluding mar ketable securities/investments) of $15.75 million,
12-Dec-08 12-Apr-09 11-Aug-09 10-Dec-09 or $0.185 per share; which |mpI|es that LEO's current share
price does not assign any value to the company's assets, and
investments/mar ketable securities.
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Key Finandal Data (FYE Oct 31)

(C9 2008 Q3-2009 (9 mo)
Cash & Maketable Securities 24,990,136 23,763,753
Working Capitd 24,866,918 22,306,960
Minerd Assets 7,020,260 9,216,060
Total Assets 33,842,739 35,584,799
Net Income (Loss) (3,731,598) (732,589)
EPS (0.09) (0.01)

Lion Energy recently sold 100% interest in its potash assets in south central Saskatchewan for equity. LEO has signed
an agreement with Africa Oil Corp. to farm-in AOI’s production sharing contracts in the Republic of Kenya and
Puntland, Somalia. In October 2009, the company announced a non-binding LOI with regards to a business combination
with Southern Star Energy Inc. and Gold Star Resources Corp.
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Completessale  On June 16, 2009, LEO announced it entered into a LOI to sell its 100% interest in al its

of potash assets potash assets to Encanto Potash Corp. (TSXV: EPO). Encanto is a potash company that has

for equity agreements to explore three potash prospects (covering 143,900 acres) in southeastern
Saskatchewan. The companies completed the transaction on August 24, 2009.

Transaction details: LEO received 19.85 million shares of Encanto (at a deemed price of
$0.25 per share), or 14.8% of EPO’s total shares, for a deemed value of up to $4.96 million;
which are the total expenditures (including acquisition costs) incurred by LEO on its
propertiesto date.

LEO will aso provide funding to Encanto. Based on the LOI, LEO will provide $6.5 million
to Encanto, to be spent on the properties by December 29, 2009, in return for a 51% interest
in the properties. Encanto will have the option to repurchase the 51% interest by issuing 26
million shares of Encanto to LEO. If Encanto exercises the option, LEO will end up with
45.85 million shares of Encanto, or 27.8% of Encanto's issued and outstanding share capital.

LEO has nominated two directors to the board of directors of Encanto, and will have the
right to participate in any future financings so as to maintain its ownership in Encanto.

L EO’s motive behind the transaction was to transfer assets to Encanto, whose primary focus
is to explore and develop economic potash deposits, and at the same time maintain a portion
of the upside potential of the projects through equity ownership in Encanto. This allows the
company to diversify its portfolio by redirecting its resources into other projects (LEO
recently signed a farm-in agreement with Africa Oil Corp. — see below for details). In
addition, LEO believes that Encanto's strategic aliance with Endeavour Financial (TSX:
EDV) could be helpful in raising capital going forward.

As LEO now has a significant equity interest in Encanto, it is important to know more about
the current assets held by Encanto.

EPQO’s current potash prospects — As mentioned earlier, the company has agreements to
explore three potash prospects (covering 143,900 acres) in southeastern Saskatchewan. The
prospects are within the confines of First Nations Reserves, however, Encanto has
exploration permits from the Federal Department of Indian and Northern Affairs Canada
(INAC) on two first nation band's lands on which 2-D seismic exploration has been
concluded, and preliminary environmental approval has been received. Encanto has
memorandums of understanding with seven bands in total, and is pursuing additional
permits to explore on further first nations lands.

Encanto’s potash prospects have had very limited historical potash exploration. The only
geologic information comes from oil and gas wells, many of which are several miles from
the prospects, surrounding the prospects. According to a recently completed technical report
by Behre Dolbear & Company, at least three potash-bearing beds are anticipated to be
present in the vicinity of all of EPO’s prospects in potentially extractable, although variable,
thicknesses. As of April 30, 2009, EPO had spent $3.15 million on land rights acquisitions
and 2D seismic surveys and interpretation.
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Signsfarm-in
with Africa Oil

Comment on valuation — The transaction basically lowered LEO’s interest in their potash
assets from 100% to 14.8%, in return for a 14.8% interest in EPO’s current assets. In other
words, LEO’s assets were valued at 14.8% of the total value of EPO (EPO’s assets account
for the remaining 85.2% of the total value). Although we believe that LEO’s assets should
have commanded a higher valuation (as we believe they are in more advanced stages than
EPO’s assets), we believe LEO will benefit from the following:

The transaction is in line with LEQ?’s strategy to diversify its holdings, and redirect its
resources into other projects;

EPO is probably a better candidate for advancing LEO’s potash assets considering
that @) EPO’s primary focus is to explore and develop potash deposits, and b) EPO's
strategic aliance with Endeavour Financial could be beneficia in raising capital going
forward; and

We believe this transaction might allow LEO to unlock the value of its potash assets, as
currently, LEO’s market capitalization does not assign any value to any of its assets
(LEO’s current market capitalization is $15.76 million, while its working capital aone
(excluding marketable securities/investments), we estimate, accounts for $15.75 million).

Prior to the announcement regarding the sale of its potash assets, LEO, in May 20009,
announced the signing of a LOI with Africa Oil Corp. (TSXV: AOI; market capitalization -
$74 million), to farm-in AOI’s production sharing contracts in the Republic of Kenya and
Puntland, Somalia. The farm-in agreement was subsequently finalized in August 2009.

Africa Qil isan oil and gas company with assets in Kenya, Somalia and Ethiopia. Africa Qil
isamember of the Lundin Group of Companies, which isawell known name in the resource
industry, and has been directly involved in the discovery and development of several major
oil fields. The Lundin Group operates in over 30 different countries worldwide in the oil and
gas and mining sectors.

Kenya - AOI holds a highly prospective land package including over 10 million acresin the
Anza Basin, Kenya. The Anza Basin is an extension of the mgor Sudan oil trend and a
continuation of the Muglad Basin which is estimated to hold over 6 billion barrels of proven
reserves, and currently produces over 0.45 million barrels of oil per day.

AQI will transfer a 10% interest in the Block 9 Production Sharing Agreement, a 25%
license interest in the Block 10A Production Sharing Contract, and a 20% interest in the
Block 10BB Production Sharing Contract. The Block 10BB PSC was recently acquired by
AOQI pursuant to its acquisition of Turkana Energy Inc.

Block 10BB, which is located immediately west of Blocks 10A and 9, encompasses
approximately 13,000 km? in the Rift Valley of northwestern Kenya. The block is within the
tertiary rift trend of East Africa, which has recently had major oil discoveries by Heritage Oil
Corp. (TSX: HOC) and Tullow Oil (LSE: TLW), both active in the Lake Albert region of
Uganda. According to one of AOI’s press releases, an independent report prepared for
Turkana Energy (by Gaffney, Cline & Associates, September 2008), estimated the potential
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unrisked undiscovered prospective light and medium oil resource on Block 10BB to be over
1.7 billion barrels of ail.

1 discovery best estimate contingent resources of
5 MMBO, 5 prospects best estimate unrisked
prospective resources for each ranging from
approximately 5 MMBO to 80 MMBO, and
17 leads with the best estimate unrisked
prospective resources for each ranging from 4 leads with 416 million
approximately 20 MMBO to 300 MMEBO barrels barrels oil potential

3 leads with 1.1 billion
barrels oil potential

Uganda
Tull essions

Somalia

Tanzania

[0 Africa il concessions
== Planned pipelines
—— Railway 400 km

Source: AQI

Puntland, Somalia — AOI will transfer a 15% license interest to LEO in the Nogal and
Dharoor Petroleum Production Sharing Agreements (PSA) in Puntland, Somalia. The Nogal
and Dharoor blocks, which cover an area of more than 20 million acres (81,000 sg. km), are
considered to have a petroleum system geologically similar to, and formerly contiguous
with, those in the prolific oil producing Republic of Yemen. Note the rift in the cretaceous
basins beginning 16 — 18 million ago in the following images.

Samhah

Nogal

Source; AOI
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Proposed
business
combination

AQIl entered into the PSAs with Range Resources (LSE: RRL), and the Government of
Puntland, in 2007, to acquire an 80% interest in these licenses. AOI has fulfilled its funding
requirements ($22.75 million) related to the Dharoor Valley Block, but is still required to
spend another $19.4 million on the Nogal Valley block to acquire its 80% interest.

AQI completed a seismic program on the Dharoor Block in 2008, to become the first
operator to record seismic data in Somalia for over 20 years. In the Noga Block, AQI
acquired all of the more than 4,000 km of 2D data recorded in the late 1980°s. According to
AOQlI, it has identified several potentialy large prospects in both the blocks, and intends to
select future drilling locations in late Q4 2009.

Risks pertaining to these projects include the political risk in Somalia, and dispute with
ConocoPhillip; NY SE: COP (COP was previously engaged in exploration in the Noga and
Dharoor Valleys) over thetitle.

According to the agreement, LEO will pay a disproportionate share of costs associated with
the planned work programs in 2010, in both Kenya and Somalia. Lion will deposit US$4
million into escrow (as security for its payment obligations) within 30 days of the execution
of the agreement.

The transaction is subject to certain conditions and completion of due diligence, approvals
from the TSXV Exchange, the regulatory authorities of the Republic of Kenya and Puntland,
Somalia, and the Chinese National Offshore Oil Corporation - CNOOC (the majority
operating partner on Block 9 in Kenya). This agreement indicates LEO’s focus on
becoming a significant player in the oil and gasindustry in East and Central Africa.

In November 2009, the company, Southern Star Energy Inc. (OTCBB: SSEY), and Gold
Star Resources Corp (TSXV: GXX) announced they signed a non-binding LOI to complete a
proposed business combination. A brief description of Southern Energy and Gold Star
follow (figuresin US$ were converted at CHUSS$ - 1.05):

Southern Star Energy Inc. (market capitalization - $5.71 million), based in Houston,
Texas, owns and operates a 40% interest in about 5,000 acres in the Haynesville Shale Play
in Northwest Louisiana. Southern’s acreage includes Haynesville shale (as well as Bossier
shale) potential, as well as a Cotton Valley Sandstone development project. Southern has
drilled seven successful wells into the Cotton Valley, and three exploratory wells in the
Haynesville and Bossier Shales, which, according to Southern, encountered substantial gas-
bearing sections.

Reserves and Net Asset Value (NAV) - An independent evaluation conducted by H.J. Gruy
and Associates, Inc., as of May 2009, came up with a 1P reserve estimate of 2.02 bcf, and a
NAV (10%) of $1.72 million. However, Southern’s internal estimate, as of February 2009,
was 26.06 bcfe of 2P reserves, and 49.26 bcfe of 3P reserves. The corresponding NAV
(10%) estimates were $16.74 million for 2P reserves, and $20 million for 3P reserves. Note
that these estimates do not account for the company’s primary focus, which is the
Haynesville shale potential.
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Cash and Liquidity Position - At the end of August 2009, Southern had $1.68 million in
cash. However, the company had a significant working capital deficit of $13.24 million (no
long-tem debt). The company is currently not in compliance with certain financial covenants
(with respect to $5.25 million in bank debt). In addition, severa vendors have filed liens
against the company related to claims for unpaid invoices of approximately $3.89 million.

Valuation - According to the proposed agreement, LEO will issue approximately 26 million
shares to the shareholders of Southern, which implies a valuation of $4.81 million (based on
LEO’s current share price of $0.185). This valuation implies an enterprise value of $18
million, which is slightly lower than Southern’s internal NAV (10%) estimate of $20 million
(based on its 3P reserve estimates). Considering that the NAV estimate does not include the
Haynesville shale potential, we believe the acquisition price is attractive for LEO based on
management’s internal estimates, but is not attractive based on the independent consultant’s
reserve estimates as stated above. Also, we believe, considerable risks exist because of
Southern’s poor liquidity position (LEO will have to pay down Southern’s huge working
capital deficit if the acquisition is compl eted).

Gold Star Resources Corp. (market capitalization - $2.55 million) is a Canadian
exploration company focusing on onshore opportunities in the petroleum systems of West
Africa, with a key focus on Liberia and the Ivory Coast. Gold Star is a much smaller
company (relative to Southern), and its projects are in very early stages. At the end of
September 2009, Gold Star had a working capital deficit of $0.48 million (no long-term
debt).

Valuation - According to the agreement, LEO will issue approximately 14 million to the
shareholders of GXX, which implies a valuation of $2.59 million, inline with GXX's current
market capitalization.

The transaction is subject to the completion of due diligence, regulatory approvals, court
approval, and approva of the shareholders of Lion, Southern, and Gold Star. If and when the
transaction is completed, the combined entity will have a diverse portfolio of exploratory
opportunitiesin Africa, and arelatively advanced stage oil and gas play in the U.S.

Call off On August 25, 2009, LEO announced its plans to acquire al the issued and outstanding

proposed shares of Lion Petroleum Corp by entering into a binding LOI with Lion Petroleum. Lion

acquisition Petroleum is a privately held oil and gas exploration company, based in Vancouver, BC,
with production sharing contracts on exploration blocks in Northeastern Kenya. In October
2009, LEO announced that, subsequent to the due diligence period, it has elected not to
continue with the proposed acquisition.

Financials At the end of Q3-2009 (quarter ended July 2009), the company had $23.76 million in cash +
marketable securities. Working capital and the current ratio were $22.31 million and 13.5x,
respectively. The table below shows a summary of the company’s cash and liquidity position
at the end of Q3-2009.
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Valuation

Conclusions &
Rating

(C9) 2008 Q3-2009 (9 mo)
Cash & Marketable Securities 24,990,136 23,763,753
Working Capitd 24,866,918 22,306,960
Current Raio 63.95 1351
LT Debts/ Assets - -
Burn Rate/Month (ind exploration costs (295,675) (502,762)
Cash from financing activities 31,155,449 (34,500)

The company is currently in a strong cash position, and we do not foresee any need for any
equity financing in the near-future.

Options and Warrants: We estimate the company has 6.45 million stock options (weighted
average exercise price - $0.60) and 38.31 million warrants (weighted average exercise price -
$1.15) outstanding. None of the options and warrantsis currently ‘in-the-money’.

Our revised valuation on the company dropped from $84.35 million (or $1.14 per share), to
$50.05 million (or $0.59 per share). A summary of our valuation is shown below.

Valuation Summary (C$)
Vauation of LEO's Interest in EPO

Spar Property (in $,mm) $84.94
Book Value of EPO's Other Assets (in $, mm) $4.77
Working Capital - Debt (in $, mm) $8.14
Net FairValue (in $, mm) $97.84
LEO's Interest (27.8%) - per share $0.32
El Sol and Athabasca Basin Uranium Projects - per share $0.05
Sulphur Solutions Inc. (Book Value) + Marketable Securities - per share $0.03
Working Capital - Debt - per share $0.19
Net Fair Value ($/share) $0.59

Our vauation dropped primarily because our revised model assumes that the company will
end up with 27.8% of EPO's issued and outstanding shares (as opposed to 100% interest in
its potash assets in our previous report), offset by an increase in our valuation on the Spar
property, from $56.12 million, to $84.94 million. Our vauation on the Spar property
increased as our estimate of the average vauation of its peers increased from $2.27/tonne
(recoverable K20 resource), to $3.43/tonne.

We have not accounted for the potential value from the company's agreement with AQI, and
the non-binding letter of intent with Southern Star and Gold Star Resources, due to the early
stage nature of the agreements.

Based on our revised valuation models and review of the company's progress since our
previous report, we reiterate our BUY rating, but lower our fair value estimate from
$1.14 per share, to $0.59 per share.
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Risks The following risks, though not exhaustive, will cause our estimates to differ from actual
results:

e Lion does not have any operating mines and has not completed a feasibility study.
e The success of further development, exploration, and expansion is a significant factor in
Lion’s success.

e Like other junior exploration companies, the value of the company depends heavily on
commodities, namely oil and gas, potash, uranium and iron ore.

We continueto ratethe shares Risk 5 (Highly Speculative).
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Fundamental Research Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operatesin aregulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. Theindustry and company are relatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash
flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. Theindustry may becyclical. Profits and cash flow are sensitive
to economic factors athough the company has demonstrated its ability to generate positive earnings and cash flow. Debt use isin line with industry averages, and
coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding.
These stocks are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual resultswill likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees of less than $30,000 have been paid by LEO to FRC. The purpose of the feeis to subsidize the high costs of research and monitoring. FRC takes
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional
Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release of
liability for negative reports are protected contractually. To further ensure independence, LEO has agreed to a minimum coverage term including an initial report and
three updates. Coverage can not be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on
this report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is ranked by Investars.
Full rankings and are available at www.investars.com.

The distribution of FRC’s ratings are as follows: BUY (70%), HOLD (9%), SELL (5%), SUSPEND (16%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actua results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services,
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in
the Company's periodic report filings, including interim reports, annual reports, and annua information forms filed with the various securities regulators. By making
these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or
changes after the date of thisreport. A report initiating coverage will most often be updated quarterly while areport issuing a rating may have no further or less frequent
updates because the subject company islikely to bein earlier stages where nothing material may occur quarter to quarter.

Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN
YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a
complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available
upon request.  THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit,
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.

Fundamental Research Corp is registered with the British Columbia Securities Commission as a Securities Adviser which is not in any way an endorsement from the
BCSC. Theinformation contained in this report isintended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person
or entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.
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