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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(D)
OF THE SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported): November 9, 2016

Spark Energy, Inc.

(Exact Name of Registrant as Specified in its Charter)

Delaware 001-36559 46-5453215
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification Number)

12140 Wickchester Lane, Suite 100
Houston, Texas 77079
(Address of Principal Executive Offices)
(Zip Code)

(713) 600-2600
(Registrant’s Telephone Number, Including Area Code)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:

D Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
D Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Item 2.02 Results of Operations and Financial Condition.

On November 9, 2016 Spark Energy, Inc. (the “Company”) issued a press release announcing third quarter 2016 earnings (the “Press Release”). The Press Release is being
furnished as Exhibit 99.1 to this Current Report and is incorporated by reference herein.

The information above is being furnished, not filed, pursuant to Item 2.02 of Form 8-K. Accordingly, the information in Item 2.02 of this Current Report, including the Press
Release, will not be incorporated by reference into any registration statement filed by the Company under the Securities Act of 1933, as amended (the “Securities Act”), or the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), unless specifically identified therein as being incorporated by reference.

Item 7.01 Regulation FD Disclosure.
The Company has prepared updated investor presentation materials (the “Investor Presentation”) for use from time to time in presentations about the Company’s operations and
performance. The updated Investor Presentation will also be posted in the Investor Relations section of the Company’s website at www.sparkenergy.com . A copy of the Investor

Presentation is furnished as Exhibit 99.2 hereto.

Information contained in Item 7.01 of this Current Report on Form 8-K, including Exhibit 99.2, is being furnished and shall not be deemed to be “filed” for the purpose of the
Securities Act, nor shall it be deemed incorporated by reference in any filing under the Exchange Act, regardless of any general incorporation language in any such filings.

Item 9.01 Financial Statements and Exhibits.


#FORM8-K11916_HTM_

(d) Exhibits

Exhibit No. Description
99.1 Press Release of Spark Energy, Inc. dated November 9, 2016
99.2 Investor Presentation of Spark Energy, Inc. — November 2016

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly

authorized.

Dated: November 9, 2016

Spark Energy, Inc.

By: /s/ Gil Melman

Name: Gil Melman

Title: Vice President, General Counsel and Corporate Secretary
Exhibit No. Description
99.1 Press Release of Spark Energy, Inc. dated November 9, 2016

99.2 Investor Presentation of Spark Energy, Inc. — November 2016



¥ sparkenergy

Spark Energy, Inc. Reports Third Quarter 2016 Financial Results
and Raises 2016 Guidance

HOUSTON, Mov. 09, 2016 (GLOBE MEWSWIRE) -- Spark Energy, Inc. (NASDAQ:SPKE), a Delaware
corporation ("Spark"), today reported financial resulls for the guarter ended September 30, 2016.

Highlights

i Achieved $20.3 million in Adjusted EBITDA, $45.2 million in Retail Gross Margin and $6.8
million in Net Income for the quarter ended September 30, 2016, representing increases of
263%, 69%, and 15%, respectively

1 Raised 2016 Adjusted EBITDA guidance range from $75.0 million — $82.0 million to $80.0
million — $85.0 million

1 Reported consistently strong unit margins across both retail natural gas and electricity
segments

1 Continued improvement in overall attrition to 3.8%, representing a reduction of

approximately 24% year-over-year

Net increase of 10,000 RCEs before acquisition activity

Closed on the Provider and Major acquisitions

Total RCE count of 753,000 as of September 30, 2016

Declared third quarter dividend of $0.3625 per share of Class A common stock payable on

December 14, 2016

For the third quarter of 20186, Spark reported record Adjusted EBITDA of $20.3 million, record Retail Gross
Margin of $45.2 million and solid Net Income of $6.8 million. This compares to Adjusted EBITDA of $5.6
million, Retail Gross Margin of $26.7 million and Net Income of $5.9 million for the third quarter of 2015,
representing increases of 263%, 69%, and 15%, respectively.

“We are extremely pleased with our third quarter results,” said Mathan Kroeker, Spark Energy's President
and Chief Executive Officer. "Not only did we close two significant acquisitions, but we accomplished record
third quarter Adjusted EBITDA and Retail Gross Margin, and also lowered our aftrition rate by
approximately 24% year-over-year. In addition, we saw strong organic growth of approximately 10,000
RCEs across our legacy businesses.”

M&A Update
In Augusl, Spark announced that it completed ils acquisilions of the Provider Companies and the Major
Energy Companies. Combined, these acquisitions delivered 341,000 RCEs, two new states, and 24 new

markets to Spark. With these two transactions, Spark has now completed seven acquisitions since its initial
public offering on August 1, 2014,

2016 Financial Guidance

Adjusted EBITDA guidance for 2016 has been raised to a narrower range of $80.0 million — $85.0 million.
Previously, a range of $75.0 million - $82.0 million had been provided.

Summary Third Quarter 2016 Financial Results

For the quarter ended September 30, 2016, Spark reported Adjusted EBITDA of $20.2 million compared to




Adjusted EBITDA of $5.6 million for the quarter ended September 30, 2015. This increase of $14.7 million
is primarily attributable to the acquisitions of Major and Provider, partially offset by increased general and
administrative expenses and customer acquisition costs.

For the quarter ended September 30, 2018, Spark reported Retail Gross Margin of $45.2 million compared
to Retail Gross Margin of $26.7 million for the quarter ended September 30, 2015. This increase of $18.5
million is primarily attributable to the acquisitions of Major and Provider, expanded electricity unit margins,
and increased retail electricity and natural gas volumes. Favorable supply costs across several of our
markels were a key driver of these elevated unit margins in the third quarter.

Met income for the quarter ended September 30, 2016 was $6.8 million compared to net income of $5.9
million for the quarter ended September 30, 2015. Earnings per share (EPS) variance analysis is not
included, as management does not view EPS as a meaningful metric given the unpredictability of the
unrealized gains and losses on the hedge portfolio, as well as other non-cash items including non-cash
compensation and amortization of customer acquisition costs and customer relationships in excess of
current period customer acquisition costs,

Liquidity and Capital Resources

{in thousands) September 30, 2016

Cash and cash equivalents L 16,907
Senior Credit Facility Working Capital Line Availability ") 955
Senior Credit Facility Acquisition Line Availability @ 1,731
Total Liguidity § 19,593

iH Subject to Senior Credit Facility borrowing base restrictions. Availability at current election; Spark has the ability to elect
up to an additional $22.5 million within the current facility.

(2 Subject to Senior Credit Facility covenant restrictions.

Conference Call and Webcast

Spark will host a conference call to discuss third quarier 2016 resulls on Thursday, November 10, 2016 at
10:00 AM Central Time (11:00 AM Eastern).

A live webcast of the conference call can be accessed from the Events & Presentations page of the Spark
Energy Investor Relations website at hilp:/ir.sparkenergy.com/events.cim. An archived replay of the
webcast will be available for twelve months following the live presentation.

About Spark Energy, Inc.

Spark Energy, Inc. is an established and growing independent retail energy services company founded in
1999 that provides residential and commercial customers in competitive markets across the United States
with an alternative choice for their natural gas and electricity. Headquariered in Houston, Texas, Spark
currently operates in 18 stales and serves 90 utility territories. Spark offers its customers a variety of
product and service choices, including stable and prediclable energy costs and green product alternatives.

Cautionary Note Regarding Forward-Looking Statements

This eamings release contains forward-looking statements that are subject to a number of risks and
uncertainties, many of which are beyond our control. These forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act"), can be identified by the use of
forward-looking terminglogy including “guidance,” “may,” “should,” “likely,” “wil," “believe,” “expect,”




“anticipate,” “estimate,” “continue,” “plan,” “intend,” “projects,” or other similar words. All statements, other
than statements of historical fact included in this release, regarding strategy, future operations, financial
position, estimated revenues and losses, projected costs, prospects, plans, objectives and beliefs of
management are forward-looking statements. Forward-looking statements appear in a number of places in
this release and may include statements about business strategy and prospects for growth, customer
acquisition costs, ability to pay cash dividends, cash flow generation and liquidity, availability of terms of
capital, competition, and government regulation and general economic conditions. Although we believe that
the expectations reflected in such forward-looking statemenis are reasonable, we cannot give any
assurance that such expectations will prove correct,

The forward-locking statements in this report are subject to risks and uncertainties. Important factors that
could cause actual results to materially differ from those projected in the forward-looking statements
include, but are not limited to:

1 changes in commodity prices,

1+ extreme and unpredictable weather conditions,

the sufficiency of risk management and hedging policies,

customer concentration,

federal, state and local regulation,

key license retention,

increased regulatory scrutiny and compliance costs,

our ability to borrow funds and access credit markets,

restrictions in our debt agreements and collateral requirements,

credit risk with respect to suppliers and customers,

level of indebtedness,

changes in costs to acquire customers,

actual customer attrition rates,

actual bad debt expense in non-POR markets,

i accuracy of internal billing systems,

1 ability to successfully navigate entry into new markets,

+ whether our majority stockholder or its affiliates offer us acquisition opportunities on terms
that are commercially acceptable to us,

i ability to successfully and efficiently integrate acquisitions into our operations,

1 changes in the assumptions we used io estimate our 2016 Adjusted EBITDA, including
weather and customer acquisition costs,

1 competition, and

i other factors discussed in “Risk Factors” in our Form 10-K for the year ended December 31,
2015, our Quarterly Report on Form 10-Q) for the quarter ended March 31, 2016 and in our
other public filings and press releases.

You should review the risk factors and other factors noted throughout or incorporated by reference in this
press release that could cause our actual results to differ materially from those contained in any forward-
looking statement. The Adjusted EBITDA guidance for 2016 is an estimate as of November 7, 2016. This
estimate is based on assumptions believed to be reasonable as of that date. All forward-looking statements
speak only as of the date of this release. Unless required by law, we disclaim any obligation to publicly
update or revise these statements whether as a resull of new infarmation, fulure events or otherwise. It is
not possible for us 1o predict all risks, nor can we assess the impact of all factors on the business or the
extent to which any factor, or combination of factors, may cause actual results to differ materially from those
contained in any forward-looking statements.

SPARK ENERGY, INC.
CONDENSED CONSOLIDATED BEALANCE SHEETS AS OF SEPTEMBER 30, 2016 AND DECEMBER 31, 2015
{in thousands)
{unaudited)




Asszats
Currant assels:
Cash and cash equivalents

Accounts receivable, nat of allowance for doubtiul accounts of $1.9 million as of

September 30, 2016 and December 31, 2015, respectively
Accounts receivable—affiliates

Inventary

Fair value of derivative assets

Customer acquisition costs, nat
Customer relationships, net

Prepaid assets !

Deposits

Other current assets

Tolal current assets

Properly and equipment, net

Fair value of derivative assets

Customer acquisition costs, net
Customer relationships, net

MNon-current deferred tax assets

Goodwil

Other assaets

Tolal assets

Liabilities and Stockholders’ Equity
Current liabilities:

Agcounts payable

Accounts payable—affiliates

Accrued liabilities

Fair value of derivative liabilities

Current portion of Senior Cradit Facility
Contingent consideration for acquisitions—current
Current portion of note payable

Other current liabilities

Total current liabilities

Long-term liabilities:

Fair value of derivative liabilities
Long-term payable pursuant to tax receivable agreement—affiliates
Long-term portion of Senior Credit Facility
Mon-current deferred tax liability
Convertible subordinated noles o affiliale
Contingent consideration for acquisitions
Other long-term liabilities

Tolal liabilities

Stockholders’ aquity:

Common Stock:

Class A common stock, par value $0.01 per share, 120,000,000 shares authorized,

&,496,559 issued and

outstanding at September 30, 2016 and 3,118,623 issued and outstanding at

Decamber 31, 2015

Class B common stock, par value $0.01 per share, 60,000,000 shares authorized,

10,224,742 issued and

outstanding at September 30, 2016 and 10,750,000 issued and outstanding at

December 31, 2015
Preferred Stock:

Praferred stock, par valua $0.01 per share, 20,000,000 shares authorized, zero issuad

and outstanding at September 30, 2016 and December 31, 2015
Additional paid-in capital

Accumulated other comprehensive loss

Retained deficit

Total stockholders' equity

September 30, December 31,

2016 2015
$ 16,907 § 4,474
79,744 59,936
2,838 1,840
3,725 3,665
1,536 605
15,565 13,389
18,042 6,627
1.615 700
8,158 7421
10,717 4,023
159,745 102,680
4,866 4,476
318 -
4,531 3,808
24 478 6,802
56,101 23,380
79,556 18,378
8,136 2,708
$ 337,731 § 162,234
$ 34,964 § 29,732
2,598 1,962
31,744 12,245
13,762 10,620
49,269 27,806
11,325 500
13,445 .
3,662 1,323
160,769 84,188
1,467 618
50,625 20,713
. 14,582
- 853
6,542 6,339
7,611 .
- 1,612
227,014 128,915
65 1]
103 108
23,476 12,565
(33) 5
(681) (1,366)
22,930 11,338




Man-controlling interest in Spark HoldCo, LLC 87,787 21,981

Total equity 110,717 33,319
Tolal liabilities and stockholders” equity $ 337,731 § 162,234
(1} Prefaad assets includes prepaid assets—affiliates of less than $1 and $210 as of September 30, 2016 and December
31, 2015, respeclively.

SPARK ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME FOR THE THREE AND NINE MONTHS ENDED
SEPTEMBER 30, 2016 AND 2015

{in thousands)

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2016 " 2015 (2 2016 (" 2015 2
Revenues:
Retail revenues k1 157,886 % g1812 % 378,063 % 281,996
Met asset optimization revenues ' 108 (545) (42) 1317
Total Revenues 158,004 91,267 378.021 283,313
Operating Expenses:
Retail cost of revenuas ¥/ 122,830 60,967 248,593 176,000
General and administrative 'S 18,009 15,493 55,188 43,809
Depreciation and amortization 8,295 7557 23,337 17,873
Total Operating Expenses 149,134 B4.017 327,118 237,782
Operaling income 8,960 7.250 50,903 25,531
Other (expense)/incoma:
Inerest expense {1,270) (800) (2,858) (1,415)
Interest and other income 240 5 340 26
Total other expenses {1,030} (795) {2,515) (1,089)
Income before income tax expense 7,930 6,455 48,388 24 442
Income tax expanse 1,129 580 6,852 1,599
Mat income $ 6801 § 5875 § 41536 § 22,843
Less: Met income attributable ta non-controlling interests 6,618 4,561 34,839 18,959
Met income attributable to Spark Energy, Inc. stockholders § 183§ 1314 3§ 6697 § 3,884
Other comprehensive oss, net of tax:
Currency translation loss § 12) % - 3 73] %
Other comprehensive loss (12) - (73)
Comprehensive income k] 6,789 § 5875 § 41,463 § 22 843
Less: Comprehensive income attributable ta non-
controlling interests $ 6611 § 4561 § 34,799 18,959
Comprehensive income attributable to Spark Energy, Inc.
stockhalders $ 178§ 1,314 § 6,664 3,884

1} Financial information has been recast to include resulls attributable to the acquisition of the Major Energy Companies
by an affiliate on April 15, 2016.

@ Financial information has been recast to include resulls atiributable to the acquisition of Oasis Power Holdings LLG from
an affiliate on May 12, 2015.

) Net asset optimization (expenses) revenues includes asset optimization revenues—affiliates of $0 and £263 for the
three months ended September 30, 2016

and 2015, respectively, and assel optimization revenues—afliliales cost of revenues of $0 and $3,382 for the three months
ended Septamber 30, 2016 and

2015, respectively and asset optimization revenues—afiiliates of $154 and $928 for the nine months ended September 30,
2016 and 2015, respectivaly, and

asset optimization revenue—affiliates cost of revenues of $1,633 and $9,589 for the nine months ended September 30,
2016 and 2015, respectivaly.

! Retail cost of revenues includes refail cost of revenues—alfiliates of 30 for the three months ended September 30, 2016
and 2015, respectively, and less than

$100 for the nine months ended September 30, 2016 and 2015, respectively.

! General and administrative includes generai and administrative expense—affiliales of $3,078 and $0 for the three
maonths ended Seplember 30, 2016,

2015, respectively, and $11,521 and $1 00 for the nine manths ended September 30, 2016 and 2015, respectively.




Balance at
December 31,
2015

Stock based
compensation
Restricted
stock unit
vesting
Excess lax
benefit related
to restricted
stock vesting
Consolidated
netingome ('
Foreign
currency
translation
adjustment for
equity method
investea
Beneficial
comnversion
feature
Distributions
paid o non-
conirolling
unit holders
Contribution
of the Major
Energy
Companies in
excess of
cash
Dividends
paid to Class
A common
stockholders
Praceeds
from
disgorgameant
of stockholder
short-swing
profits

Tax impact
fram tax
recaivable
agreement
upon
exchange of
units of Spark
HoldCao,
LLC to sharas
of Class A
Common
Stock

SPARK ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2016
{in thousands)

{unaudited)
Issued
Shares Issued
of Shares Issued Accumulated
Class A of Shares Other
Commen Class B of Class A Class B Comprehensive Additional Retained Total Non-
Common Preferred Common Common Income Paid-in Earnings Stockholders' controlling  Total
Stock  Stock  Stock Stock  Stock (Loss) Capital (Deficit) Equity Interest Equity
3,119 10,750 -5 31§ 108 $ - $12565 $(1,366) £ 11,338 § 21,981 § 33,319
. . . 1,737 1,737 - 1,737
153 . 2 . . 1,080 1,062 1,062
. . 186 186 186
- - . . - 6,697 6,687 34,839 41,536
- - (33) - - (33) (40) (73)
- - - . 243 " 243 " 243
- . . - - - (26,284) (26,284)
- - - - - 6,040 6,040
. . - {6,012) {6,012) (6,012)
2 & 4 & 941 iy 241 = 841
- - - 4,028 4,028 - 4,028




Exchange of

shares of

Class B

common

stock to

shares of

Class A

Commaon

stock 3,225 (3,225) - 32 32) - 2,716 - 2,716 (2,718)
Issuance of

Class B

Common

Stock - 2,700 - . 27 - - - 27 53,967 53,994
Balance at

September

30, 2016 6,497 10,225 -3 65 % 103 5 (33) $23.476 & (681) § 22,930 § 87,787 $110,717

:' Finargalz‘innlgrmalion has been recast to include results atiributable to the acquisition of the Major Energy Companies from an affiliate on
ugust 23, 20186,

SPARK ENERGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEFTEMBER 30, 2016 AND 2015
{in thousands)

{unaudited)
Nine Months Ended
September 30,
2016 M 2015 @
Cash flows from operating activities:
Net income : 41,536 & 22,843
Adjustments to reconcile net income to net cash flows provided by operating activities:
Depreciation and amortization expense 32,743 17,673
Deferred income laxes 1,408 872
Stock based compensation 4,027 1,982
Amortization of defarred financing costs 465 295
Change in fair value of CenStar Earnout 843 -
Bad debt expense 842 6,082
Lozs on derivatives, net (2,887) 6,118
Current period cash settlements on derivatives, net (18,693) (15,120)
Other 34 21
Changes in assets and liabilities:
Decrease in restricled cash . 707
Decrease in accounts receivable 21,147 18,566
(Increase) decrease in accounts receivable—affiliates (997) (218)
Decrease in invenlory 568 2,978
Increase in customer acquisition costs {10,234) {17,725)
(Increase) decrease in prepaid and other current assels (923) 11,110
Increase in intangible asseis—customer relationships : (2,778)
Decrease (increase) in other assels 733 (256)
Decrease in accounis payable and accrued liabilities (6,490) (14,610)
Increase in accounts payable—affiliates 636 849
Decrease in other current liabilities (1,783) (1,534)
(Decrease) increase in other non-current liabilities (1,612) 1,606
MNet cash provided by operating activities 61,643 39,675
Cash flows from investing activities:
Purchases of property and equipment (1,763) (1,255)
Acquisition of CenStar and Oasis nel assets . (41,234)
Acquisition of Major Energy Companies and Provider Companies net assets (30,507} -
Payment of CenStar Earnout (1,343) -
Investmant in eREX Spark Marketing Jaint Ventura (562) (330)
Met cash used in investing activities {34,175) (42,819)

Cash flows from financing activities:




Borrowings on the Senior Credit Facility 47,923 52,225
Payments on the Senior Credit Facility (44,601) (38,000)
Contributions from NuDevco 2 129
Proceeds from issuance of Class B common stock 13,995 -
Proceeds from disgorgement of stockholders short-swing profits 941 -
Issuance of convertible subordinated notes to affiliate - 7.075
Restricted stock vesting {1,183) (265)
Excess tax benefil related 1o restricted slock vesting 185 -
Payment of dividends to Class A commaon stockholders (6,012) (3,333)
Payment of distributions to non-controlling unitholders (26,283) (11,691)
Met cash (used in) provided by financing activities {15,035) 6,140
Increase in cash and cash equivalents 12,433 2,996
Cash and cash equivalents—beginning of period 4,474 4,359
Cash and cash equivalents—end of period $ 16,907 § 7,385
Supplemental Disclosure of Cash Flow Information:
Mon-cash items:
Issuance of Class B commeon stock to affiliates for Major Energy Companies acquisition 3 40,000 §
Contingent consideration—earnout obligations incurred in connection with the Provider
Companies and Major Energy Companies acquisitions 3 18,936 §
Assumption of legal liability in connection with the Major Energy Companias acquisition § 5,000 &
Contribution of the Major Energy Companies in excess of cash 3 6,040 §
Installment consideration incurred in connaction with the Provider Companies acquisition  § 3,023 § -
Property and equipment purchase accrual 1 64 § i1
Liability due to tax receivable agreement 3 (29,912 &
Tax benefit from tax receivable agreemant 3 33,124 §
Cash paid during the period for:
Interast $ 1,450 & 1,061
Taxes 3 3,783 & 157
"l Financial information has been recast to include results atiributable to the acquisition of the Major Energy
Companies from an affiliate on August 23, 2016.
2} Financial information has been recast to include results atiributable to the acquisition of Oasis Power
Holdings LLC from an affiliate on May 12, 2015.
SPARK ENERGY, INC.
OPERATING SEGMENT RESULTS
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2016 AND 2015
(in thousands, except per unit operating data)
(unaudited)
Three Months Ended Nine Months Ended September
September 30, 30,
2016 2015 2016 2015

Retall Matural Gas Segment
Total Revenues 5 13,851 § 14,354 3 B4,450 % 93,253
Retail Cost of Revenues 9,230 10,180 38,976 53,136
Less: Met Asset Optimization (Expenses) Revenues 108 (545) (42) 1,37
Less: Net Gains on non-trading derivatives, net of
cash settlemeants (1,528) (3,034) 4,132 3,241
Retail Gross Margin—Gas 3 6,039 § 7,753 § 41,384 § 35,559
Vaolume of Gas (MMBiu) 1,775,174 1,672120 10,893,631 10,527,078
Retail Gross Margin—Gas ($/MMBtu) L 340 § 464 & 380 & 3.38
Retail Electricity Segment
Total Revenues ] 144,243 § 76913 § 2935711 § 170,060
Retail Cost of Revenues 113,600 50,787 208,617 122,864
Less: Met Gains (Losses) on non-trading
derivatives, net of cash settlements (8,546) 720 1,728 3,526
Retail Gross Margin—Electricity 5 39,189 § 18,925 § 82,226 § 43,670
Volume of Electricity (MWh) 1,451,182 719,758 2917674 1,519,011
Retail Gross Margin—Electricity (3/MWh) 3 27.01 & 26.29 § 2818 § 28.75




Reconciliation of GAAP to Non-GAAP Measures
Adjusted EBITDA

We define "Adjusted EBITDA" as EBITDA less (i) customer acquisition costs incurred in the current period,
(i) net gain (loss) on derivative instruments, and (iii) net current period cash seitlements on derivative
instruments, plus (iv) non-cash compensation expense and (v) other non-cash operating items. EBITDA is
defined as net income (loss) before provision for income taxes, interest expense and depreciation and
amortization. We deduct all current period customer acquisition costs (representing spending for organic
customer acquisitions) in the Adjusted EBITDA calculation because such costs reflect a cash outlay in the
period in which they are incurred, even though we capitalize such costs and amortize them over two years
in accordance with our accounting policies. The deduction of current period customer acguisition costs is
consistent with how we manage our business, but the comparability of Adjusted EBITDA between periods
may be affected by varying levels of customer acquisition costs. For example, our Adjusted EBITDA is lower
in periods of organic customer growth reflecting larger organic customer acquisition spending. We do not
deduct the cost of customer acquisitions through acquisitions of businesses or portfolios of customers in
calculated Adjusted EBITDA. We deduct our net gains (losses) on derivative instruments, excluding current
period cash setllements, from the Adjusted EBITDA calculation in order to remove the non-cash impact of
net gains and losses on derivative instruments. We also deduct non-cash compensation expense as a
result of restricted stock units that are issued under our long-term incentive plan.

We believe that the presentation of Adjusted EBITDA provides information useful to investors in assessing
our liquidity and financial condition and results of operations and that Adjusted EBITDA is also useful 1o
investors as a financial indicator of a company's ability to incur and service debt, pay dividends and fund
capital expenditures. Adjusted EBITDA is a supplemental financial measure that management and external
users of our condensed consolidated financial statements, such as industry analysts, investors, commercial
banks and rating agencies, use to assess the following:

1+ our operating performance as compared {o other publicly traded companies in the retail
energy industry, without regard to financing methods, capital structure or historical cost
basis;

i the ability of our assets to generate earnings sufficient to support our proposed cash
dividends; and

1 our ability to fund capital expenditures (including customer acquisition costs) and incur and
service debt.

Reconciliation of Spark's estimate of Adjusted EBITDA for the year ended December 31, 2016 fo the
relevant GAAP line items is not being provided as Spark is not providing 2016 guidance for net income
(loss), net cash provided by operating activities, or the reconciling items between these GAAP financial
measures and Adjusted EBITDA, as it is not possible to forecast the future non-cash impacts of net gains
and losses on derivative instruments and non-cash compensation expense attributable to grants of equity
under our Long Term Incentive Plan. Accordingly, a reconciliation to net income (loss) or net cash provided
by operating activities is not available without unreasonable effort.

Retail Gross Margin

We define retail gross margin as operating income plus (i) depreciation and amortization expenses and
(1) general and administrative expenses, less (i) nel assel optimization revenues, (i) net gains (losses) on
non-trading derivative instruments, and (jii) net current period cash settlements on non-trading derivative
instruments. Retail gross margin is included as a supplemental disclosure because it is a primary




performance measure used by our management to determine the performance of our retail natural gas and
electricity business by removing the impacts of our asset oplimization activities and net non-cash income
(loss) impact of our economic hedging activities. We believe retail gross margin provides information useful
to investors as an indicator of our retail energy business's operating performance.

The GAAP measures most directly comparable to Adjusted EBITDA are net income and net cash provided
by operating activities. The GAAP measure most directly comparable to Retail Gross Margin is operating
income. Our non-GAAP financial measures of Adjusted EBITDA and Retail Gross Margin should not be
considered as alternatives to nel income, net cash provided by operating activities, or operaling income.
Adjusted EBITDA and Retail Gross Margin are not presentations made in accordance with GAAP and have
important limitations as analylical tools. You should not consider Adjusted EBITDA or Retail Gross Margin in
isolation or as a substitute for analysis of our results as reported under GAAP. Because Adjusted EBITDA
and Retail Gross Margin exclude some, but not all, items that affect net income and net cash provided by
operating activities, and are defined differently by different companies in our industry, our definition of
Adjusted EBITDA and Retail Gross Margin may not be comparable to similarly titled measures of other
companies.

Management compensates for the limitations of Adjusted EBITDA and Retail Gross Margin as analytical
tools by reviewing the comparable GAAP measures, understanding the differences between the measures
and incorporating these data points into management's decision-making process.

The following tables present a reconciliation of Adjusted EBITDA to net income and net cash provided by
{used in) operating activities for each of the periods indicated.

APPENDIX TABLES A-1 AND A-2
ADJUSTED EBITDA RECONCILIATIONS
{in thousands)

{unaudited)
Three Months Ended September Nine Months Ended September
3o, 30,
2016 2015 2016 2015
Reconciliation of Adjusted EBITDA to Net
Income:
Net income 8 6,801 § 5875 % 41,536 % 22 843
Depreciation and amortization 8,295 7,587 23,337 17,873
Interest expense 1,270 800 2855 1,415
Income tax expanse 1,129 580 6,852 1,599
EBITDA 17,495 14,812 74,580 43,730
Less:
Mel, Gains (losses) on derivative instruments (B09) 61 2887 [(6,118)
Met, Cash settlemants on derivative
instruments (8,869) 4,163 3,427 12,887
Customer acquisition cosls 8,242 5,825 15,217 17,725
Plus:
Mon-cash compensation éxpeanse 1,585 838 4,027 1,374
Adjusted EBITDA 5 20,316 § 5601 § 57,076 % 20,610
Three Months Ended Nine Months Ended
September 30, September 30,
2016 2015 2016 2015

Reconciliation of Adjusted EBITDA to net cash
provided by operating activities:
Met cash provided by operating activities 5 (48,157) § (15,887) % 61,643 $ 39,675




Amortization of deferred financing costs (231} (184) (465) (295)

Bad debt expense (381) (1,903) (842) (6,082)
Interest expense 1,270 800 2,855 1415

Income tax expense 1,129 580 6,852 1,589

Changes in operating working capital

Accounts receivable, prepaids, current assels 4,475 (3,677) (19,227) (29,460)
Inventory 1,672 2,103 (568) (2,978)
Accounts payable and accrued liabilities 54,289 21,680 15,443 13,761

Oher 6,240 2,089 a74 2,975

Adjusted EBITDA 3 20,316 % 5601 § 57,076 $ 20,610

Cash Flow Data:

Cash flows provided by operating activities $ (48,157} & {15,887) % 61,643 § 39,675

Cash llows used in investing activities 17,976 {22,057) (34,175} (42,818)
Cash flows used in financing activities 34,242 40,284 (15,035} 6,140

The following table presents a reconciliation of Retail Gross Margin to operating income for each of the
periods indicated.

APPENDIX TABLE A-3
RETAIL GROSS MARGIN RECONCILIATION
{in thousands)

{unaudited)
Three Months Ended Nine Months Ended September
September 30, 30,
2016 2015 2018 2015

Reconciliation of Retail Gross Margin to
Operating Income:
Operating income ] 8960 $ 7250 § 50,903 § 25,531
Depreciation and amortization 8,285 7557 23,337 17,873
General and adminisirative 18,009 15,493 55,188 43,909
Less:
MNet asset optimization (expenses) revenues 108 (545) (42) 1,317
Mel, Gains (losses) on non-trading derivative
instruments (1,183) 132 2,518 (5,876)
Met, Cash settlements on non-trading derivative
instruments (8,689) 4,035 3,341 12,643
Retail Gross Margin $ 45228 $ 26,678 $ 123,610 % 79,229

Contact: Spark Energy, Inc.
Investors:

Andy Davis, 832-200-3727
Media:

Eric Melchor, 281-833-4151
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Spark Energy at a Glance

Spark Energy, Inc. Independent Retail Energy Services Provider

Headquartered: Houston, TX
Founded: 1999
IPO: July 2014
Ticker / Exchange: SPKE / NASDAQ Global Select Market
Market Capitalization: $421.4MM
Debt $29.8MM
Enterprise Value: $451.2MM
Annual Dividend: $1.45 (paid quarterly)

Implied Dividend Yield: 5.8%

17 Years of Dedicated Service to the Deregulated Energy Markets

Market Data as of November 7, 2016

e
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Spark Energy Highlights

2016 annual Adjusted EBITDA guidance of $80MM - $85MM

Seven acquisitions completed since IPO, creating significant shareholder
value

= Recently closed Provider acquisition and Major Energy drop-down from
sponsor, adding approximately 340,000 RCEs, 24 new markets, and two
new states

Aligned sponsor supports growth strategy while reducing risks

= Sponsor owns 10,714,592 of Class A and Class B shares!, representing
approximately 64% of the Company’s outstanding capital

= Sponsor plans to continue purchasing, de-risking, and dropping companies
down to Spark

Full supply desk and risk department work together to hedge portfolio and
optimize margins

Quarterly dividends of $0.3625 ($1.45 annualized) since IPO in July 2014
Highly experienced senior management team

Total Shareholder Return of ~104% since January 2015 5, . . of November 7. 2016
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How Spark Energy Serves its Customers

Delivering Electricity Delivering Natural Gas

SPARK ENERGY SPARK ENERGY

GENERATION TRANSMISSION PRODUCTION TRANSPORTATION

—

Our Value Proposition to the Customer

Stable and Predictable | Potential Cost Green and Renewable
Energy Costs Savings | Products

X sparkenergy’ 4




Opportunities for Organic and M&A Growth

Natural Gas

39MM Eligible Customers'?
18% Penetration
<1% Spark Share

Electricity

63MM Eligible Customers?
32% Penetration
<1% Spark Share

Only 18% of eligible natural gas customers
and 32% of eligible electricity customers
have made a competitive supplier choice?

Source: DNV GL, EIA
'Residential customers only
2Eligible customers defined as cuslomers in deregulated states

M&A Opportunities Remain Strong

Highly fragmented competitive market of
independent energy retailers

Majority with < 300,000 customers

¥' Spark’s corporate structure and relationship

with its Sponsor provides the ability to finance
and transact quickly

Strategic M&A Criteria
¥4 Scale/ Density

£¥4 Geography
Y4  Products

Y4 Synergies

¥4 Growth Engine

Potential for Accretive Transactions with

Synergies

X sparkenergy’




Customer Lifetime Value Strategy

Increase Lifetime Value

Sophisticated Customer = Analyze historical usage and Create Long-Tenure, High
Acquisition Model attrition data to optimize Value Customers

customer profitability

=  NMulti-channel sales

i DiereEealoE REtaEEER = Gustomer retention team = Attractive EBITDA margin

gRediapey focused on product selection, arid cash Hlow Convarsion

= Leverage analytics to renewal, and cross-sell a
opportunities = Targeted payback period is

determine market entry and

GioHl B = Win-back strategy leverages 12 months _
customers across multiple » Long-standing customer
= Contracted revenue model brands : :
. - relationships
with subscription-like flow = Provide high-quality service

Actively Managed Customer Base Drives Profitability

X sparkenergy’ 6




Spark’s Geographical Diversity:
18 States and 90 Utility Territories

QElecﬂricity é Matural Gas

Residential Customer Equivalents RCEs

(In thousands) | Electricity =~ Percent |Natural Gas Percent | Total  Percent
I East 441 80% 116 58% 557 74%
B Midwest 51 9% 52 26% 103 14%

Southwest 61 11% 32 16% 93 12%

Total 553 100% 200 100% 753 100%

RCE counts are as of September 30, 2016 and do not include contribution from eREX Spark Marketing joint venture in Japan

X sparkenergy’




Proven Track Record of Acquisitions and Integration

T entrust K CenStar Energy

rownsqQuare E N ERG Y.

energy"

~14,000 Customers
Connecticut

~26,000 Customers
MNorthern California

~65,000 RCEs
13 New Markets

December 2014 March 2015 July 2015

Power

@5[5 Provi'der) {r)ymajorenergy

~40,000 RCEs ~121,000 RCEs
7 New Markets 9 New Markets

~220,000 RCEs
15 New Markets

July 2015 August 2016 August 2016

X sparkenergy’




Multiple Brands and Sales Channels Enhance Our Ability to
Acquire Customers Organically

¥ sparkenergy’

“KCenSearbnergy || ENHfPower

Provider
EfoctrictyVAINE | | Provideruass

{"Ymajorenergy | | RESPOND4POWER

» Multiple brands allow for brand positioning and winback strategies not previously available
+ Qutsourced vendor relationships allow rapid scaling and low fixed costs while driving quality,

efficiency and flexibility
» Recently instituted organic commission structure ensures customer quality and lifetime value

X sparkenergy’
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Portfolio Diversification

Commodity Product Customer

(&*Gas
27%

Commercia
36%

Residential

= 64%

Electricity
73%

Both product and customer mix, combined with geographic
diversification supports stable cash flow

Based on RCEs as of September 30, 2016

X sparkenergy’ 10




Conservative Capitalization Minimizes Risk

$107.5 million syndicated credit facility

$82.5 million working capital line

$23.3 million drawn on $25.0 million acquisition tranche'

Low cost of capital

Leverage Ratio’

Debt? $29.8MM
TTM Adjusted EBITDA $73.3MM

'As of Septernber 30, 2016

Zincludes acquisition line portion of senior credit facility & convertible subordinated nofes to affiliates

X sparkenergy’ 11




Managing Commodity Price Risk

Seasoned, in-house supply team provides a strong competitive
advantage relative to our peers while ensuring risk mitigation

* Proven hedging strategy that has been refined over Spark Energy’s 17 year
history

= Demonstrated ability to “weather the storm” through up-and-down commodity
markets, extreme weather events, and down economies

= Disciplined risk management supports aggressive growth plans
= Virtually all fixed price exposure is hedged
» Variable hedging policy based on individual market characteristics
= Hedging policy monitored closely by CFO and CRO

» Risk management policy approved by syndicate banks and Board of
Directors

= Approximately $240MM in available credit with wholesale suppliers’

'As of November 7, 2018

X sparkenergy’ 12







Key Investment Highlights

7

Transactions in
the last

twenty-four months

~3%
Organic customer
growth last three
years (CAGR)

Sustainable Dividends

Customer &
Product
Diversification
Underpins our
Dividend

18 States
90 Utilities

2 Commodities
8 Brands

Conservative
Capitalization
and Risk
Management

0.4x

Leverage Ratio

Committed to
the Dividend
and Total
Shareholder
Return

$1.45

Annual Dividend

Aligned Sponsor Provides Access to Capital, Derisked M&A Opportunities,

and Streamlined Customer Operations Services to Support Aggressive Growth




Investor Relations Contact Information

Investor Relations

Spark Energy, Inc.

12140 Wickchester Lane, Suite 100
Houston, TX 77079

i& ‘
Contact: Andy Davis
- ir@sparkenergy.com _ .
5 832-200-3727 A~
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Spark by the Numbers

$100.0 - Adjusted EBITDA ($MM) - $25.0
Lo Revenue $358.2 - $91.3 $158.1
$500 1 " Retail Gross Margin $113.6 - $26.7 $45.2
- $10.0 Adjusted EBITDA $36.9 $82.5 $5.6 $20.3
$05.0 - Customer Acquisition Costs $19.9 - $5.8 $8.2
- $5.0
ﬁ : - -

2015 2016E' 3Q15 3Q16

; Besidential Customer Equivalents (000s)

| cois [ o
750 RCEs (000s)? 401 753
RCE Attrition 5.0% 3.8%
500 4 Electricity Volume (MWh) 719,758 1,451,182
Matural Gas Volume (MMBtu) 1,672,120 1,775,174
250 - Electricity Unit Margin ($/MWh) $26.29 $27.01
Matural Gas Unit Margin ($/MMBtu) $4.64 $3.40

September 30, 2015 September 30, 2016

2016 Adjusted EBITDA Guidance of $80.0 — $85.0 Million
'This data reflects the midpoint of the range given for the applicable period; “As of the last day of the quarter
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Proven Leadership

Senior Management has over 35 Years of Retail Energy Experience

Nathan Kroeker - CEQ and President

» Veteran leader in sales strategy, global energy supply, and M&A across the upstream,
downstream, and midstream energy sectors

« Extensive international experience; board member of ESM (a Japanese retail energy
company); previously worked for Macquarie and Centrica

Jason Garreit = Executive Vice President

= Served in leadership roles, including M&A, for various deregulated energy companies
including SouthStar Energy, Just Energy, and Continuum

» Proven success and expertise in sales leadership, call center management,
operational improvements and cost reduction initiatives

Robert Lane * Vice President and Chief Financial Officer

* Former CFQO of Emerge Energy Services LP (NYSE:EMES)

» Experienced in M&A, integration and capital markets throughout the energy sector
= Certified Public Accountant and Chartered Financial Analyst

Gil Melman « Vice President, General Counsel and Corporate Secretary

* Former general counsel to Madagascar Oil Limited (LSE:MOIL) and lawyer at
Vinson & Elkins LLP

+ Proficient in representing public and private companies, investment funds and
investment banking firms on M&A and capital markets transactions

Extensive M&A Experience Across the Team Ensures Value Creation

¥ sparkenergy’




Board of Directors

W. Keith Maxwell Il - Chairman of the Board of Directors

Mr. Maxwall sarves as non-executive Chairman of the Board of Directors, and was appointad to this pasition in connaction with the IPO. Mr. Maxwell also serves as Chief Executive Officer of
MuDeveo Partners, LLC and National Gas & Electric, LLC, each of which is affiliated with us, Prior to founding the predecessor of Spark Energy in 1899, Mr. Meaxwell was a founding partner
in Wickford Energy, an oil and natural gas services company, in 1994. Wickford Enargy was sold to Black Hills Ultilities in 1987 Prior 1o Wickiord Enargy, Mr. Maxwell was a partner in Polaris
Pipeline, a nawral gas producer sernvices and midstream company sold to TECO Pipeline in 1994, In 2010, Mr. Maxwell was named Ernzst & Young Entrepreneur of the Year in the Energy.
Chemicals and Mining category. A native of Houston, Texas, Mr. Maowell eamed a Bachelor's Degres m Economics from the University of Texas at Austin in 1987, Mr. Maxwsll has several
philanthropic interests, including the Special Olympics, Child Advocates, Salvation Army, Star of Hope and Helping a Hero. We befieve that Mr. Maxwell's extensive energy industry
background, leadearship experience developad while serving in several executive positions and strategic planning and oversight brings important experience and skill to our board of directors.

Nathan Kroeker - Director, President and Chief Executive Officer

Mathan Krosker, appointed President of Spark Enargy in April 2012, is responsible for overseeing the day-to-day oparations and help shape the overall strategy of the company. Nathan is a
15-year industry veleran with diverse experience in public accounting, M&A, and both retail and wholesale snergy. Nathan first joined the company in July 2010 as Executive Vice Prasident
and Chisf Financial Officer of Spark Energy Ventures. Prior to Spark, Nathan hald senior finance and leadership roles with Macquarie and Direct Enargy. He began his career in public
aoégméi;ng;mrudlng both audit and M&A advisory functions. Mathan holds a Bachelor of Commerce (honorg) degree from the University of Manitoba, and has both a CPA (Texas) as well as
aCA ( a).

Nick W. Evans, Jr. * Independent Director

Mr. Evans began his career at the Georgia Railroad Bank and then joined Abitibi Sguthem Corporation. He began his television career in sales at WATU-TV and WRDW-TV in Augusta and
then moved to WNEP-TV, Wilkes-Barre/Scranten, Pennsylvania. He returned to WAGT-TV in Augusta and eventually became president and general manager. From 1987 to 2000, he was
President and CEQ of Spartan Communications, Inc., headquariered in Spartanburg, South Carolina. He currently sarves as chairman of ECP Benefits and ECP/Trinity, partner of Toast
Wine & Bewverage, and is involved in business development for Group CSE in Atlanta. Mr. Evans is a former board member of numerous civic, community, business and industry
organizations. While a Rotarian he was selected as a Paul Harris Fellow. Currantly, he holds board positions with Wells Fargo (Augusta Adviscry Board), Forest Hills Golf Association, Azalea
Capital (Advisory Board) and Coca-Cola Bottling Company United, nc. Mr. Evans served as a director of Marlin Midstream GP, LLC, the general partner of Marlin Midstream Partners, LP,
each of which is affiliated with us, from September 2013 through February 2015. Mr. Evans holds & B.B.A degree from Augusta Collage. Mr. Evans was selected to serve as a director
because of his leadership and management axpertise.

James G. Jones li « Independent Director

Mr. Jories has served on Spark Energy’s Board of Directors since our initial public offering in July 2014, Mr. Jones is & partner at Padgett Stratemann & Co, a regional CPA with over 230
professionals. Mr. Jones is the lsader of the Houston office which openad in May 2014. Prior to Padgett Stratemann & Co, Mr. Jones worked at Emst & Young LLP from 1998 to March 2014,
where he was a tax partner. Mr. Jones holds a Doctor of Jurisprudence from Louisiana State University and & Bachelor of Science in Accounting from the University of Louisiana at Monrge.
Mr. Jonas was selected as a director bacause of his extensive 1ax and financial background as well as his management experise.

Kenneth M. Hartwick * Independent Director

Mr. Hartwick has served on Spark Energy’s Board of Directors since our initial public offering in July 2014. Mr. Hartwick served in various roles for Just Energy Group Inc., a retail natural gas
and elactricity provider, most recently sarving as Prasident and Chief Executive Officar from 2004 through 2044, Mr. Hanlwick also served for Just Energy Group Inc. as Prasident from 2008
to 2008, as Chief Financial Officer from 2004 to 2006 and as a director from 2008 to 2014. Mr. Hartwick alsc served as the Chief Financial Officer of Hydro One, Inc., an engrgy distribution
company, from 2001 to 2004, Mr. Hartwick currentty serves as a director of Atlantic Powar Corporation, a power generation plant operator, a position hie has held since 2004, Mr. Hartwick
alzo serves as a director of MYR Group Inc., an electrical contractor gpecializing in transmigsion, distribution, and substation projects, a position he has held since 2015. Mr. Hartwick holds
an Honours of Business Administration degrea from Trent Univarsity. Mr. Hariwick was selected as a director because of his extensive knowledge of the retail natural gas and efectricity
business and his leadership and managamant expartise.
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Spark in the Community

Empower What Matters Most
We partner with organizations that:

Raise the quality of life for children and military veterans

Make communities better places to live and work
Drive America’s economic future through
entrepreneurship education

Provide an avenue for our employees to get involved in our
community and to support our green values

&
(® Arbor Day Foundation I%monadeﬂ)ayl !.U...n.l!.ﬂ,

Through our work with the Arbor 1.6 million people around the world lack

Day Foundation, we are able to We help Lemonade Day introduce youth proper access to electricity. Through our

extend our environmental efforts far to the concept of starting and operating relationship with LuminAID, we are

beyond green energy. their own lemonade stand businesses developing programs to distribute solar-
while teaching the real-world skills they powered inflatable lights to areas that need it
need to achieve their dreams. the most.

Helping a Hero provides specially adapted
homes — and other much-needed services and
resources — for severely-injured military combat
veterans. We're proud to play our part in helping
America's heroes transition back to normal lives

childadvocates.

Child Advocates volunteers help to prevent neglected and
abused children from getting lost in the system. For the past
four years, Spark has assisted Child Advocates with their

annual Childspree program to buy back-to-school clothes and in their communities by donating electricity to
supplies. Spark also does various fund raising projects these warriors for the first year they own their
throughout the year to support the organization. new homes.
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Appendix: Reg. G Schedules













Reg. G

Adjusted EBITDA

We define “Adjusted EBITDA" as EBITDA less (i) customer acquisition costs incumed in the curent period, (i) net gain (loss) on derivative instruments, and (iii) net current period
cash setlements on derivative instruments, plus (iv) non-cash compensation expense and (v) other non-cash operating items. EBITDA is defined as net income (loss) before
provision for income taxes, interast expense and depreciation and amorization. We deduct all current period customer acquisition costs (representing spending for organic
customer acquisitions) in the Adjusted EBITDA calculation because such costs reflect a cash outiay in the period in which they are incurred, even though we capitalize such costs
and amortize them over wo years in accordance with: our accounting policies. The deduction of current period customer acquisition costs is consistent with how we manage our
business, but the comparability of Adjusted EBITDA between pericds may be affected by varying levels of customer acquisition costs. For example, our Adjusted EBITDA is lower
in periods of organic customer growth reflecting larger organic customer acquisition spending. We do not deduct the cost of customer acquisitions through acquisitions of
businesses or portiolios of customers in calculated Adjusted EBITDA. We deduct our net gains (losses) on derivative instruments, excluding current period cash settlements, from
the Adjusted EBITDA caloulation in grder to remaowve the non-cagh impact of net gains and losses on derivative instruments. We also deduct non-cash compansation expense as a
result of restricted stock units that are issued under our long-term incentive plan.

We believe that the presentation of Adjusted EBITDA provides information useful to investors in assessing our liquidity and financial condition and results of operations and that
Adjusted EBITDA is also useful to investors as a financial indicator of a company’s ability to incur and service debt, pay dividends and fund capital expenditures. Adjusted EBITDA
is a supplemental financial measure that management and external ugers of our condensed consolidated financial statements, such as industry analysts, investors, commercial
banks and rating agencies, use to assess the following:

= gur operating performeance as compared to other publicly traded companies in the retail enargy industry, without regard to financing methods, capital structure or historical cost
basis;

= the aﬁility of our assets o generate earnings sufficient to support our proposed cash dividends; and
= gur ability to fund capital expenditures (including customer acquisition costs) and incur and sanvice debt,

Reconciliation of Spark's estimate of Adjusted EBITDA for the year ended December 31, 2016 to the relevant GAAP line items is not being provided as Spark is not providing 2016
guidance for net income (loss), net cash provided by operating activities, or the reconciling items between these GAAP financial maasures and Adjusted EBITDA, as it is not
posgsible to forecast the future non-cash impacts of net gains and losses on derivative instruments and non-cash compensation expense attributable to grants of equity under our
Long Term Incentive Plan. Accordingly, a reconciliation to net income (loss) or net cash provided by operating activities is not available without unreasonable effort.

Retail Gross Margin

We dafine retail gross margin as operating income plus (i) depreciation and amortization sxpenses and (i) general and administrative expanses, less (i) net asset optimization
revenues, (ii} net gains (losses) on non-trading darivative instruments, and (i) net curent period cash seftlements on non-trading derivative instruments. Retail gross margin i
included as a supplemental disclosure because it is a primary performance measure used by our management to determine the parformance of our retail natural gas and electricity
business by removing the impacts of our asset optimization activities and net non-cash income (loss) impact of our economic hedging activities. We beligve retail gross margin
provides information useful to investors as an indicator of our retail energy business's operating performance.

The GAAP measures most directly comparable to Adjusted EBITDA are net income and net cash provided by cperating activities. The GAAP measure most directly comparable to
Retail Gross Margin is operating income. Qur non-GAAP financial measures of Adjusted EBITDA and Retail Gross Margin should not be considerad as altarnatives 1o net income,
net cash provided by operating activities, or operating income. Adjusted EBITDA and Retail Gross Margin are not presentations made in accordance with GAAP and have
important limitations as analylical tools. You should not consider Adjusted EBITDA or Retail Gross Margin in isolation or as a substitute for analysis of our results as reported under
GAAP. Because Adjusted EBITDA and Retall Gross Margin exclude some, but not all, items that affect net income and net cash provided by operating activities, and are defined
differently by different companies in our industry, our definition of Adjusted EBITDA and Retail Gross Margin may not be comparable to similarly titted measures of other
companies.

Management compensates for the imitations of Adjusted EBITDA and Retall Gross Margin as analytical teols by reviewing the comparable GAAP measures, understanding the
differences betwaen the measures and incorporating these data points into management’s decision-making process,
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