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Canacol Energy Ltd. Awarded Contract for Associated Gas and Gas Liquids from the
Rancho Hermoso Field in Colombia

CALGARY, ALBERTA- (August 31, 2011) Canacol Energy Ltd. (“Canacol” or the “Corporation™)
(TSX:CNE) (BVC:CNEC) is pleased to announce that Canacol Energy Colombia S.A., a subsidiary of the
Corporation, has been awarded a contract by Ecopetrol S.A. for a 100% working interest in the associated
gas and gas liquids stream from the Rancho Hermoso Field, located in the Llanos Basin of Colombia.
Under the terms of the contract, awarded to Canacol by Ecopetrol S.A. on August 31, 2011, the
Corporation will purchase the produced gas from Ecopetrol S.A. at a price of US$ 6.50 per thousand
British Thermal Units (US$ 15.48 per thousand standard cubic feet per day), which includes the associated
liquids, those being naphtha, propane and butane. The gas is very liquids rich, with 1 million standard
cubic feet per day (mmscfpd) yielding approximately 160 barrels of naphtha, 126 barrels of propane, and
118 barrels of butane per day. In Colombia naphtha, propane, and butane all sell at a premium to West
Texas Intermediate. The contract will be effective on January 1, 2012, and the Corporation anticipates
adding approximately 2,300 net barrels per day of naphtha, propane and butane to its existing oil
production stream from the approximately 5.7 mmscfpd of gas production forecast for January 2012.

Charle Gamba, President and CEO of the Corporation, commented “We are very pleased to have been
awarded this contract for the associated gas at Rancho Hermoso, which will add a very healthy amount of
liquids production to our oil production stream in Colombia. The Corporation will also be able to book
proven, probable and possible reserves associated with the associated gas and gas liquids under the terms of
the contract.- Meanwhile, the Corporation has spudded the first of four new development wells to be drilled
in the field during the remainder of 2011.”

The Corporation anticipates awarding a contract for the construction of a gas and liquids separation facility
in mid-September, 2011, which will be ready to receive the gas and associated liquids on January 1, 2012.
The remaining dry gas will be utilized to generate electricity in the field, thereby lowering operating cost
associated with the purchase of diesel, which is currently being used to generate electricity in the field.

The Corporation is also pleased to announce that the spud of the Rancho Hermoso 11 development well on
August 29, 2011, approximately 1 month behind schedule due to a delay in obtaining the environmental
license for the well. All of the relevant licenses for the remaining wells to be drilled in the field have been
obtained.

Canacol is a Canadian-based international oil and gas corporation with operations in Colombia, Guyana,
and Brazil. Canacol is publicly traded on the Toronto Stock Exchange (TSX: CNE) and the Bolsa de
Valores Colombia (BVC: CNEC). The Corporation’s public filings may be found at www.sedar com.
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