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Gazprom Energoholding, the utility unit of Russia's top natural gas producer Gazprom, is
planning an initial public offering of its shares in 2016, when foreign capital markets may
become more open to Russian firms, its director general said.

Russian companies have virtually stopped selling share capital in the form of IPOs as
investors shy away from their assets due to the deepest West-East rift since the end of the
Cold War over Moscow's role in the Ukraine conflict.

Denis Fyodorov said the company's Western suppliers were "shocked" because of sanctions
over Ukraine and would suffer more from the punitive measures forcing them out of the
Russian market than the Russian companies they serviced.

"As for the IPO, we'd like to carry it out in 2016. It would most likely be an IPO, not a sale to a
strategic partner, though we do not rule out this option either," he said in an interview at the
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Reuters Russia Investment Summit.

The company could sell new shares during the IPO, he said.

Gazprom Energoholding manages power generator OGK-2, power company TGK-1 and power
generator Mosenergo. It accounts for 17 percent of Russia's total electricity power capacity.

Fyodorov said the company could sell between 5 and 10 percent of its shares.

"It's obvious that a big stake [sale] would lead to a price decline," he said, adding that it was
only a proposal, which would need to be backed by Gazprom.

He also ruled out the possibility of merging Gazprom Energoholding's assets in order
to consolidate its business and optimize governance as it would require the approval of all
the stakeholders, including Finland's top utility, state-controlled Fortum, which owns 25.7
percent of TGK-1.

"Transition to a unified share is too expensive. … We would have to hold talks with TGK-1,
Finnish investors, and the Moscow government in Mosenergo," Fyodorov said. The Moscow
government is a shareholder in Mosenergo.

By announcing the IPO plans, Gazprom Energoholding is following in the footsteps
of Russia's largest steelmaker Evraz, which said last week it was considering an IPO of its
North American assets, a rare move by a Russian company to raise funds in the United States
after Washington imposed sanctions on Moscow over Ukraine.

Fyodorov said Western companies producing utility equipment, which have been operating
in Russia and will have to leave the local market because of the sanctions, would "lose
the market."

"And it will be extremely difficult for them to return," he said, adding that the company was
trying to forge close ties with utility equipment makers in Asia instead of traditional partners
in the United States and Europe.
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