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Canacol Energy Ltd. Announces Award of the Tamarin E& P Contract in Colombia and $2
Million Convertible Unsecured Subordinate Debentur e Financing

NOT FOR DISTRIBUTION TO UNITED STATES NEWSWIRE SERVICES OR FOR DISSEMINATION IN
THE UNITED STATES

CALGARY, ALBERTA -- (August 31, 2009) — Canacol Egyg Ltd. ("Canacol" or the "Corporation")
(TSX VENTURE: CNE) is pleased to announce thatas been awarded the Tamarin Exploration and
Production Contract ("Tamarin E&P Contract”) by thgencia Nacional de Hidrocarburos ("ANH") of
Colombia, and that it has entered into an agreem#&htCanaccord Capital Corporation ("Canaccord") t
raise gross proceeds of up to $2,000,000 (the fi@fe through a convertible unsecured subordinate
debenture financing.

Tamarin E&P Contract

The Tamarin E&P Contract is located approximatéykfometers directly to the southwest of the Ombu
E&P Contract which contains the Corporation's Clapbkavy oil discovery, which is currently under
appraisal. Based upon the available geophysiahlgaological data in this frontier area, the Cogpion

has determined that the fault trend present aCépella discovery to the northeast continues ohéo t
Tamarin E&P Contract, setting up the potentialdoother Capella type heavy oil prospect. Togeditr

the nearby Pacarana TEA, awarded to the Corporatigtuly 2009, Canacol now has a 100% operated
position in approximately 500,000 hectares of ergilon land offsetting its Capella discovery. Lmtihg

its interest in the Ombu E&P Contract, operatedEmerald Energy Plc., the Corporation now has istere
in approximately 530,000 hectares in this portibthe basin.

Charle Gamba, President and CEO of Canacol, st&Bzthacol in the past two months has secured over
500,000 hectares of operated exploration acreageet to its Capella heavy oil discovery on thebdbm
E&P Contract at 100% working interest. The Tam&&P Contract represents one of the last contracts
that will be awarded directly to industry, as dltlee remaining open acreage in the area has tgdsagn
reserved for future competitive bid rounds by tHeHAIn what has become a significant emerging heavy
oil exploration play in Colombia. Canacol’'s ex@tion success at Capella has put this part of Coilmm
on the map, and the Corporation has taken full midwege of its status as a qualified operator to tietgo
both of these contracts directly with the ANH. Jhjualification provides Canacol with a significant
competitive advantage over other junior players.”

The Corporation has a 100% working interest infthmarin E&P Contract, which is approximately 27,500
hectares in size and is located in the Putumay@aguén Basin of Colombia. The terms of the six year
contract are as follows:

Phase 1 Exploration Period:he Corporation will acquire, process and inter@@ kilometers of 2D
seismic and interpret all existing magnetic andrityageophysical data. The duration of this phiss&8
months, with an anticipated cost of approximate§6,600,000.

Phase 2 Exploration Period:he Corporation will drill one exploration wellithin a period of 18 months.

Phase 3 Exploration PeriodThe Corporation will acquire, process and intetf80 square kilometers of
3D seismic within a period of 12 months.




Phase 4 Exploration Period:he Corporation will drill two exploration welisithin a period of 24 months.

Based upon the results of the Phase 1 ExploratenodP activities, the Corporation has the option to
proceed to the Phase 2 Exploration Period and etsda@ctivity or relinquish the contract.

Convertible Unsecured Subordinated Debentur e Financing

The Offering shall be comprised of up to 20, $100,par value convertible unsecured subordinate
debentures (the "Debentures") subject to a couptardst rate of 12% per annum, payable quarterly in
arrears through the issuance of common shareedEéhnporation at a price equal to a 10% discouthédo
volume weighted average trading price of the Cafon's common shares for the 10 trading days
immediately preceding the quarterly interest payindte or such higher price as any regulatory ks
require. The Debentures will have a term of 24 themnwvith maturity on September 4, 2011, and will be
convertible into common shares of the Corporatibtha holder's option at a conversion price eqaal t
$0.36 per common share. Canaccord will be paidnantission equal to 10% of aggregate gross proceeds
raised from the Offering, which will be satisfiddt@ugh the issuance of common shares of the Cdipora
at a price equal to $0.345 per common share. Tfeigy will also include an over-allotment optiofup

to 20 Debentures, which will be granted to Canat€apital Corporation.

The Company expects the Offering to close on oursdoSeptember 4, 2009. The net proceeds of the
Offering will be used to fund the Corporation's ening commitment to acquire an additional 35%
working interest on its onshore exploration blaglGuyana and for its Tamarin E&P Contract.

Completion of the private placement is subject éotain conditions including, but not limited to,eth
receipt of all necessary regulatory approvals iticig the approval of the TSX Venture Exchange.

Canacol is a Canadian based international oil @sdcgrporation with operations in Colombia, Brait
Guyana. Canacol is publicly traded on TSX Ventixehange (TSXV: CNE). The Corporation’s public
filings may be found at www.sedar.com.

This press release contains certain forward-lookitagdements within the meaning of applicable sé&eari
law. Forward-looking statements are frequentlyrabierized by words such as "plan”, "expect”, "pct)j,
"intend”, "believe", "anticipate", "estimate" anther similar words, or statements that certain &v@n
conditions "may" or "will* occur, including withodimitation statements relating to estimated praiduc
rates from the Corporation's properties and intdnglerk programs and associated timelines. Forward-
looking statements are based on the opinions aimaes of management at the date the statememts ar
made and are subject to a variety of risks andntmioties and other factors that could cause acvahts

or results to differ materially from those projette the forward-looking statements. The Corporati
cannot assure that actual results will be condistéth these forward looking statements. They rassle

as of the date hereof and are subject to changeghen@€orporation assumes no obligation to revise or
update them to reflect new circumstances, excepeausired by law. Prospective investors should not
place undue reliance on forward looking stateméltiese factors include the inherent risks involiethe
exploration for and development of crude oil andurel gas properties, the uncertainties involved in
interpreting drilling results and other geologiGaid geophysical data, fluctuating energy prices, th
possibility of cost overruns or unanticipated castslelays and other uncertainties associated tivéhoil

and gas industry. Other risk factors could incluikks associated with negotiating with foreign
governments as well as country risk associated @otiducting international activities, and othertdas,
many of which are beyond the control of the Corfiora

A barrel of oil equivalent (boe) is derived by cening gas to oil in the ratio of six thousand cufgiet of

gas to oil and may be misleading, particularlyséd in isolation. A boe conversion is based onreangy
equivalency conversion method primarily applicabtethe burner tip and does not represent a value
equivalency at the wellhead, especially in varimtisrnational jurisdictions.

For further information please contact:



Charle Gamba

Phone: 281-210-8456

Email: charlegamba@canacolenergy.com
www.canacolenergy.com

Neither TSX Venture Exchange nor its Regulationviges Provider (as that term is defined in the qe$
of the TSX Venture Exchange) accepts responsilfdityhe adequacy or accuracy of this release.



