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Eon, the German gas giant, is leading a foray by European energy companies into Equatorial Guinea, challenging established US rivals in the race to secure sources of supply from West Africa.

Europeans largely stood aside as ExxonMobil and other US companies spent the past decade working with one of Africa's most authoritarian governments to transform the country into a major exporter of oil and liquefied natural gas.

Fears over declining output from EU gas fields and the risks of overdependence on Russian supplies have, however, pushed European companies to take on dominant US players in the energy-rich Gulf of Guinea.

Eon, Union Fenosa of Spain and Portugal's Galp Energia appear to have leapfrogged US competitors by securing a deal to help Equatorial Guinea develop a master plan that could shape the development of its gas reserves for decades to come.

The companies have also agreed to work with Sonagas, the state gas company, to build a network of pipelines and processing facilities the government hopes will transform the tiny island of Bioko into a gas export hub for West Africa.

In return, the companies seek long-term gas supplies from the former Spanish colony, where Teodoro Obiang Nguema Mbasogo, the president, seized power in a coup 30 years ago.

"To balance our supply portfolio in the long run we need to integrate new supply sources," Dietrich Gerstein, Eon's chief executive officer for LNG, this week told a conference in Malabo, Equatorial Guinea's capital.

Had conference delegates been in Malabo on February 17, they could have watched from their hotel as gunmen in speed boats attacked the presidential palace before fleeing, pursued by an army helicopter gunship.

The raid, by Nigerian militants, was a reminder of the potential for instability in sub-Saharan Africa's third biggest oil exporter, which last year jailed Simon Mann, a former UK special forces officer, for his part in a failed coup plot in 2004.

Gabriel Obiang Lima, the vice-minister of mines, industry and energy, who is also one of the president's sons, told the conference that European companies would guarantee a market for the country's gas. "The most difficult thing is to find the consumer," he said.

He said criticism of Equatorial Guinea's human rights record, including a damning UN report in November, was unjustified. "There are individuals who are ensuring that the image of the country is negative all the time," he added.

Eon will hold a 25 per cent stake in a planned "3G" consortium in which Union Fenosa and Galp Energia will each hold 5 per cent. Sonagas will own 50 per cent. The government will retain the remaining 15 per cent, with the option of selling it.

The government says the consortium may consider building a LNG export terminal alongside its sole existing plant, built by Houston-based Marathon Oil, once it has assessed the scale of gas reserves. Marathon's terminal has a nameplate capacity of 3.7m tonnes per year.

Analysts say there are still question marks over the size of the country's resources and whether it will be able to source enough gas from Nigeria and Cameroon to make its plans viable.

However the prospect of European companies leading the next phase of Equatorial Guinea's gas industry development has already raised hackles among established US companies.

Executives at Marathon, which shipped the country's first LNG exports in May 2007, believe they are best placed to lead any expansion. ExxonMobil might also find itself being obliged to sell the gas it flares from its Zafiro deepwater field into the planned gas gathering system under a pricing framework devised by the consortium.
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