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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the fiscal year ended December 31, 2014

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 001-36559

Spark Energy, Inc.

(Exact name of registrant as specified in its cegrt

Delaware 46-5453215
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
2105 CityWest Blvd., Suite 100 (713) 600-2600
Houston, Texas 77042 (Address and zip code of principal executive office (Registrant’s telephone number, including area rode
Title of each class Name of exchange on which registered
Class A common stock, par value $0.01 per share The NASDAQ Global Select Market

Securities registered pursuant to Section 12(¢)@fct: none

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%dbéturities Act
YesO No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ofd)5(f the Act.
YesO No

Indicate by check mark whether the registrant &b filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange Act of4l88ring the preceding
months (or for such shorter period that the regigtwas required to file such reports), and (2)been subject to such filing requirements for tast90 days.
YesX NoO

Indicate by check mark whether the registrant libsnitted electronically and posted on its corporegsite, if any, every Interactive Data File regdito be submitted a
posted pursuant to Rule 405 of Regulatiom §&232.405 of this chapter) during the precedi@gribnths (or for such shorter period that the temyi$ was required to submit &
post such files).

YesX NoO

Indicate by check mark if disclosure of delinquitiers pursuant to ltem 405 of RegulatiorKS§ 229.405 of this chapter) is not contained imerand will not be containe
to the best of the registrant’'s knowledge, in d#fie proxy or information statements incorporatsdreference in Part Ill of this Form 10-K or anpendment to this Form 1K-
a

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-axxelerated filer or a smaller reporting comparge e definitions
“large accelerated filer,” “accelerated filer” ataaller reporting company” in Rule 12b-2 of thecBange Act.
Large accelerated filer O Accelerafédr O

Non-accelerated fildkl (Do not check if a smaller reporting company) Smaller reporting comparisl

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the lErge Act).
YesO No

On July 29, 2014, the registrant’'s Class A comntocksbegan trading on the NASDAQ Global Select Marknder the symbol “SPKEAccordingly, as of June 30, 2014 (
date of the registrant’'s most recently completexbise fiscal quarter), the registratClass A common stock was not listed on an exahang, therefore, the aggregate m:
value of the registrant’s Class A common stock hlshon-affiliates cannot be reasonably determined.

There were 3,000,000 shares of Class A common stiettk0,750,000 shares of Class B common stockamdisg as of March 24, 2015.
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Glossary
CFTC. The Commodity Futures Trading Commission.

ERCOT. The Electric Reliability Council of Texas, the iq@adent system operator and the regional coordichtaarious
electricity systems within Texas.

FCM. Futures Commission Merchant, an individual or orgaiion which does both of the following: a) satscor accepts orders
to buy or sell futures contracts, options on fusuretail offexchange contracts or swaps and b) accepts moraharassets fro
customers to support such orders.

FERC. The Federal Energy Regulatory Commission, a reggldtody which regulates, among other things, ib&idution and
marketing of electricity and the transportationifierstate pipelines of natural gas in the Uniteates.

ISO. An independent system operator. An ISO is simdaart RTO in that it manages and controls transongsifrastructure in a
particular region.

MMBtu. One million British Thermal Units, a standard urfitheating equivalent measure for natural gas. ibafrheat equal to
1,000,000 Btus, or 1 MMBLtu, is the thermal equinalef approximately 1,000 cubic feet of natural.gas

MWh. One megawatt hour, a unit of electricity equal @0D kilowatt hours (kwh), or the amount of eneegyial to one
megawatt of constant power expended for one hotimaf.

Non-POR Market.A non-purchase of accounts receivable market.
POR Market.A purchase of accounts receivable market.
REP . A retail electricity provider.

RCE. A residential customer equivalent, refers to a ratgas customer with a standard consumption ofM®MBtus per year or
an electricity customer with a standard consumptioh0 MWHSs per year.

RTO. A regional transmission organization. A RTO is iadtiparty entity that manages transmission inftadtre in a particular
region.




Cautionary Notice Regarding Forward Looking Statemats

This report contains forward-looking statements #ra subject to a number of risks and uncertantieany of which are beyond
our control. These statements within the meaningeation 27A of the Securities Act of 1933, as ameein(the “Securities Act”)
and Section 21E of the Securities Exchange AcB8#1as amended (the “Exchange Act”) can be idedtlfy the use of forward-
looking terminology including “may,” “should,” “liely,” “will,” “believe,” “expect,” “anticipate,” “estimate,” “continue,” “plan,”
“intend,” “projects,”or other similar words. All statements, other tistatements of historical fact included in this mepaegarding
strategy, future operations, financial positioriineated revenues and losses, projected costs, gutssplans, objectives and
beliefs of management are forward-looking statesidfdrward-looking statements appear in a numbplagks in this report and
may include statements about business strategprasgects for growth, customer acquisition codigityato pay cash dividends,
cash flow generation and liquidity, availability tefms of capital, competition and government ragoih and general economic
conditions. Although we believe that the expectaticeflected in such forward-looking statementsraasonable, we cannot give
any assurance that such expectations will provescor

The forward-looking statements in this report angjact to risks and uncertainties. Important factehich could cause actual
results to materially differ from those projectedhe forward-looking statements include, but arelimited to:

« changes in commodity pric

+ extreme and unpredictable weather condit

« the sufficiency of risk management and hedginggpes

« customer concentratic

» federal, state and local regulati

» key license retentio

« increased regulatory scrutiny and compliance ¢

« our ability to borrow funds and access credit mx,

» restrictions in our debt agreements and collateiguirement:

» credit risk with respect to suppliers and custor

+ level of indebtednes

» changes in costs to acquire custon

» actual customer attrition rat

« actual bad debt expense in NBOR market:

e accuracy of internal billing syster

« ability to successfully navigate entry into new keds

» whether our majority shareholder or its affiliate$ers us acquisition opportunities on terms that @mmerciall
acceptable to us,

¢ competition, an

+ the “Risk Factorsin this report

You should review the Risk Factors in Item 1A oftRand other factors noted throughout this repdrich could cause our actt
results to differ materially from those containadiny forward-looking statement. All forward-loogistatements speak only as of
the date of this report. Unless required by lawdigelaim any obligation to publicly update or ivithese statements whether
result of new information, future events or othemvilt is not possible for us to predict all risker can we assess the impact of al
factors on the business or the extent to whichfacpr, or combination of factors, may cause aatesilts to differ materially

from those contained in any forward-looking statetae
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PART I.
Item 1. Business and Properties
General

We are a growing independent retail energy sendoegpany first founded in 1999 that provides resiidé and commercial
customers in competitive markets across the UrStates with an alternative choice for their natges and electricity. We
purchase our natural gas and electricity supplmnfeovariety of wholesale providers and bill ourtonsers monthly for the
delivery of natural gas and electricity based @irtbonsumption at either a fixed or variable prigatural gas and electricity are
then distributed to our customers by local regadlatiglity companies through their existing infrastture.

We were formed as a Delaware corporation in Af@il4£to act as a holding company for the retail rstgas business and asset
optimization activities and the retail electriciysiness of our predecessor, Spark Energy Ventur€s,0On August 1, 2014, we
completed an initial public offering of 3,000,00ases of our Class A common stock. References emd®ur business prior to
August 1, 2014 refer to the combined business pbparating subsidiaries before completion of arporate reorganization in
connection with our initial public offering. See t¢dl to the audited combined and consolidated ishstatements for a
description of our corporate reorganization in agtion with our initial public offering.

Our business consists of two operating segments:

* Retail Natural Gas Segme. We purchase natural gas supply through physicFiaancial transactions with market
counterparts and supply natural gas to resideswidlcommercial consumers pursuant to fixed-priagatble-price and
flat-rate contracts. For the year ended Decembg2@ll4, approximately 45% of our retail revenuesawdterived from the
sale of natural gas. We also identify wholesal@msigas arbitrage opportunities in conjunctiortwatr retail
procurement and hedging activities, which we r&deas asset optimization.

» Retail Electricity Segmel. We purchase electricity supply through physical inancial transactions with market
counterparts and independent system operators $*)S0d supply electricity to residential and comeoied consumers
pursuant to fixed-price and variable-price consatbr the years ended December 31, 2014 appraxin&i% of our
retail revenues were derived from the sale of glatt.

See Note 12 to the Company’s audited combined ansladidated financial statements in this reporffifancial information
relating to our operating segments.

Available Information

Our principal executive offices are located at 20yWest Blvd., Suite 100, Houston, Texas 77041 aur telephone number is
(713) 600-2600. Our website is located at www.spaekgy.com. We make available our periodic repamtsother information
filed with or furnished to the Securities and Exogpg@ Commission (the “SEC”), free of charge throaghwebsite, as soon as
reasonably practicable after those reports and atf@mation are electronically filed with or fuslhed to the SEC. Any materials
that we have filed with the SEC may be read andecbat the SEC’s Public Reference Room at 100 €&e§tNE, Washington
D.C. 20549, or accessed by calling the SEC at 280-0330 or visiting the SEC’s website at www.gee.

2014 Developments

During the fourth quarter of 2014, we entered imto purchase and sale agreements for the purchagppmximately 13,400
variable rate electricity contracts in Connectimuta purchase price of approximately $2.2 million
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Our Operations

As of December 31, 2014, we operated in 46 utdégvice territories across 16 states and had appately 303,000 residential
customers and 15,000 commercial customers, whactsiates to approximately 326,000 “RCE’s”. An RGEresidential
customer equivalent, is an industry standard measiunatural gas or electricity usage with each R€jiesenting annual
consumption of 100 MMbtu of natural gas or 10 MWlelectricity. We serve natural gas customers istides (Arizona,
California, Colorado, Connecticut, Florida, lllisoindiana, Maryland, Massachusetts, Michigan, Mayalew Jersey, New York
and Ohio) and electricity customers in eight sté@nnecticut, lllinois, Maryland, MassachusetteyNJersey, New York,
Pennsylvania and Texas).

Customer Contracts and Product Offerings
Fixed and variable price contrac

We offer a variety of fixed-price, which includesrdlat-rate products for natural gas, and varigiiee service options to our
natural gas and electricity customers. Under owdfiprice service options, our customers purchasga gas and electricity at a
fixed price over the life of the customer contradhbjch provides our customers with protection againcreases in natural gas anc
electricity prices. Our fixed-price contracts tyglig have a term of one to two years for residémtistomers and up to three years
for commercial customers and most provide for atye¢armination fee in the event that the custoieeminates service prior to
the expiration of the contract term. Our variabtizg service options carry a month-to-month term are priced based on our
forecasts of underlying commodity prices and otharket factors, including the competitive landscepine market and the
regulatory environment. For instance, in a typroarket, we offer fixed-price electricity plans #@r12 and 24 months and natural
gas plans from 12 to 24 months, which may come waitvithout a monthly service fee and/or a termoratee. We also offer
variable price natural gas and electricity plara tffer an introductory fixed price that is gerdigrapplied for a certain number of
billing cycles, typically two billing cycles in owurrent markets, then switches to a variable gracged on market conditions. Our
variable plans may or may not provide for a terrtiorafee, depending on the market and customer. type

As of December 31, 2014, approximately 45% of atural gas RCE’s were fixed-price (including flate products), and the

remaining 55% of our natural gas RCE’s were vaeghice. As of December 31, 2014, approximately ®f%ur electricity
RCE’s were fixed-price, and the remaining 49% af electricity RCE’s were variable-price.

Natural Gas RCE's Electricity RCE's

45.0%
[ 49 (%4 L s10m
55.0% ] r :;:'I 31,00
»”
Fixed-price B Fixed-price
B Varable-price B Variable-price

Green products and renewable energy credits
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We offer renewable and carbon neutral (“green”dpiads in certain markets. Green energy producta grewing market
opportunity and typically provide increased unitrgias as a result of improved customer satisfadiath less competition.
Renewable electricity products allow customersioose electricity sourced from wind, solar, hydes#ic and biofuel sources,
through the purchase of renewable energy credRECS”). Carbon neutral gas products give customter®ption to reduce or
eliminate the carbon footprint associated withrtleeiergy usage through the purchase of carbontaffedits. These products
typically provide for fixed or variable prices agdnerally follow the terms of our other productshvthe added benefit of carbon
reduction and reduced environmental impact. Weeattly offer renewable electricity in all of our etdcity markets and carbon
neutral natural gas in several of our gas markdétBecember 31, 2014, approximately 18% of our R&OEére on green products.

In addition to the RECs we purchase to satisfyvaluintary requirements under the terms of our @mtérwith our customers, we
must also purchase a specified amount of RECs lmas#dte amount of electricity we sell in a state iyear pursuant to individual
state renewable portfolio standards. We forecasptite for the required RECs at the end of eachtimand incorporate this cost
component into our customer pricing models.

Product Development Proce

We identify market opportunities by developing praurves in each of the markets we serve and cangpiiae market prices and
the price the local regulated utility is offeringye then determine if there is an opportunity iragipular market based on our
ability to create an attractive customer value paition that is also able to enhance our profitgbiThe attractiveness of a
product from a consumer’s standpoint is based \aariaty of factors, including overall pricing, peictability, contract term,
sources of generation and environmental impactwdrether or not the contract provides for terminatmd other fees. Product
pricing is also based on a several other factoctding the cost to acquire customers in the natke competitive landscape &
supply issues that may affect pricing.

Customer Acquisition and Retention
Sales channels and acquisition of new customers

Once a product has been created for a particuldtatjave then develop a marketing campaign usiognabination of sales
channels, with an emphasis on door-to-door marggetitd outbound telemarketing. We identify and aegoustomers through a
variety of additional sales channels, including imlbound customer care call center, online marketmail, direct mail, direct
sales, brokers and consultants. We typically emplgit to ten vendors under short-term contractisheve not entered into any
exclusive marketing arrangements with sales vendaus marketing team continuously evaluates thectiffeness of each
customer acquisition channel and makes adjustnrewotsler to achieve targeted growth and customguiaition costs. We
attempt to maintain a disciplined approach to recpwf our customer acquisition costs within defimeriods.

During 2014 our RCE acquisitions were generateunh fitve following sales channels:

Door to Door 7C%
Outbound Telemarketing 10%
Acquisitions 8%
Web Based 7%
Direct Sales 3%
Brokers 1%
Other 1%

Retaining customers and maximizing customer lieetiadue
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Our management and marketing teams devote sigmifattention to customer retention. We have dewlapdisciplined renewal
communication process, which is designed to effelitireach our customers prior to the end of thdraat term, and employ a
team dedicated to managing this renewal communitafrocess. Generally, customers are contactecgeet45 and 60 days
prior to the expiration of the customer’s contrlactbugh a variety of channels, including lettersstpards, telephone calls and
electronic mail. Through these contacts, we engmuratention and promote renewals.

We also apply a proprietary evaluation and segntientarocess to optimize value both to us and tistaner. We analyze
historical usage, attrition rates and consumer\detato specifically tailor competitive productsat aim to maximize the total
expected return from energy sales to a specifitoousr, which we refer to as customer lifetime value

Asset Optimizatio

Part of our business includes asset optimizatitimiies in which we identify opportunities in thatural gas wholesale
marketplace in conjunction with our retail procussrhand hedging activities. Many of the competifigeline choice programs
which we participate require us and other reta@rgy suppliers to take assignment of and manageaiajas transportation and
storage assets upstream of their respective ctg/dgivery points. With respect to our allocatemtage assets, we are also
obligated to buy and inject gas in the summer seé&pril through October) and sell and withdraw gasing the winter season
(November through March). These purchase and iojeabligations in our allocated storage assetsireqis to take a seasonal
long position in natural gas. Our asset optimizateam determines whether market conditions jusifgging these long positio
through additional derivative transactions.

Our asset optimization group utilizes these alleddtansportation and storage assets for retaibioes usage and to effect
transactions in the wholesale market based on rmeokelitions and opportunities. Our asset optimizagroup also contracts w
third parties for transportation and storage cdpacithe wholesale market. We are responsibledeervation and demand
charges attributable to both our allocated anditparty contracted transportation and storage a99eir asset optimization group
utilizes these allocated and third-party transpimmeand storage assets in a variety of ways teeitmprove profitability or
optimize supply-side counterparty credit lines.

We frequently enter into spot market transactionshich we purchase and sell natural gas at the gaimt or we purchase
natural gas at one point or pool and ship it usingpipeline reservations for sale at another pmingool, in each case if we are
able to capture a margin. We view these spot markesactions as low risk because we enter intbtiyeand sell transactions
simultaneously, on a back-to-back basis. We wilbalct as an intermediary for market participarite mweed assistance with
short-term procurement requirements. Consumersapiliers will contact us with a need for a certgirantity of natural gas to
be bought or sold at a specific location. We ate sbuse our contacts in the wholesale markebvtoce the requested supply, anc
we will capture a margin in these transactions.

The asset optimization group historically entergd long-term transportation and storage transasti@ur risk policies are such
that this business is limited to back-to-back pasghand sale transactions, or open positions gubjear aggregate net open
position limits, which are not held for a periochdier than two months. Further, all additional c#tggrocured outside of a utility
allocation of retail assets must be approved byrisircommittee. Hedges on our firm transportatibligations are limited to two
years or less and hedging of interruptible capasiprohibited.

We also enter into back to back wholesale tranmagtio optimize our credit lines with third-partyeegy suppliers. With each of
our third-party energy suppliers, we have certaintiacted credit lines, within which we are abl@twchase energy supply from
these counterparties. If we desire to purchaselglygyond these credit limits, we are requireddstpollateral, in the form of
either cash or letters of credit. As we begin tprapch the limits of our credit line with one supplwe may purchase energy
supply from another supplier and sell that supplihe
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original counterparty in order to reduce our net pasition with that counterparty and open up add#l credit to procure supply
in the future. We also perform certain gas markgeservices for an affiliate, whereby we take titlenatural gas from the tailgate
of the affiliate’s natural gas processing planii, the natural gas to third-parties and remit pagtrie the affiliate in an amount
equal to that at which we sold the natural gasitd fparties. Our sales of gas pursuant to thetbétaes also enable us to optimize
our credit lines with third-party energy suppliessdecreasing our net buy position with those sepsl

Commaodity Supply

We hedge and procure our energy requirements faomows wholesale energy markets, including bothspiay and financial
markets through short and long term contracts.i®bouse energy supply team is responsible for giageour commodity
positions (including energy procurement, capatignsmission, renewable energy, and resource adggequirements) within
risk tolerances defined by our risk managementjgsi We procure our natural gas and electriciqpirements at various trading
hubs, city gates and load zones. When we procumenaalities at trading hubs, we are responsible éliwery to the applicable
local regulated utility for distribution.

We purchase physical natural gas supply from nfaae 200 counterparties in the wholesale naturahgag&et. We periodically
adjust our portfolio of purchase/sale contractetagon continual analysis of our forecasted leagiirements. Natural gas is
then delivered to the local regulated utility cifgite or other specified delivery points where teal regulated utility takes control
of the natural gas and delivers it to individuastoumers’ locations.

In most markets, we typically hedge our electrieiposure with financial products and then purchlasehysical power directly
from the 1SO for delivery. From time to time, weesuss combination of physical and financial prodiueteedge our electricity
exposure before buying physical electricity in gy ahead real time market from the ISO. Our plysind financial electricity
supply is purchased at market prices from more tasuppliers.

We are assessed monthly for ancillary charges asichserves and capacity in the electricity sdmtdhe 1SOs. For instance, the
ISOs will charge all retail electricity providersrfmonthly reserves that the ISO determines aressecy to protect the integrity
the grid. We attempt to estimate such amountshayt are difficult to estimate because they areggthm arrears by the 1SOs and
are subject to fluctuations based on weather amer aharket conditions. Many of the utilities weveealso allocate natural gas
transportation and storage assets to us as affiagiocompetitive choice program. We are requiedll our allocated storage
capacity with natural gas, which creates commaslifyply and price risk. Sometimes we cannot hedg&dlumes associated w
these assets because they are too small compattezinmuch larger bulk transaction volumes requioedrades in the wholesale
market or it is nhot economically feasible to do so.

Risk Management

Our management team operates under a set of ctepigiapolicies and procedures relating to theepase and sale of electricity
and natural gas, general risk management and eredlitollections functions. Our in-house energypBufeam is responsible for
managing our commaodity positions (including engogycurement, capacity, transmission, renewableggnand resource
adequacy requirements) within risk tolerances eefiioy our risk management policies. We attemptdoeiase the predictability
cash flows by following our various hedging strag¢sg

The risk committee has control and authority ovkeofeour risk management activities. The risk coittee establishes and
oversees the execution of our credit risk managepaity and our commaodity risk policy. The risk negement policies are
reviewed at least annually and the risk commitgpécally meets quarterly to assure that we haveviad its policies. The risk
committee also seeks to ensure the applicatiomiofisk management policies to new products thamag offer. The risk
committee is comprised of our Chief Executive Gdficour Chief Financial Officer and our risk managlo meet on a regular
basis to review the status of the risk managenaivites and positions. We employ a risk managkoweports directly to our
Chief Financial Officer and whose compensatiomielated to trading activity. Commodity positiome &ypically reviewed and
updated
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daily based on information from our customer dasabaand pricing information sources. The risk gadiets volumetric limits on
intraday and end of day long and short positionsaitural gas and electricity. With respect to siibiedges, we have documen
a formal delegation of authority delegating prodype, volumetric, tenor and timing transactioniigrio the energy supply

managers. The risk manager reports to the risk ageerany hedging transactions that exceed thdegated transaction limits.

Commaoadity Price and Volumetric Risk

Because our contracts require that we delivemiatiural gas or electricity requirements to mangufcustomers and because our
customers’ usage can be impacted by factors suateather, we may periodically purchase more ordessmodity than our
aggregate customer volumetric needs. In buyingliing excess volumes, we may be exposed to contynpdce volatility. In
order to address the potential volumetric varigbdif our monthly deliveries for fixed-price custers, we implement various
hedging strategies to attempt to mitigate our expms

Our commodity risk management strategy is desigodedge substantially all of our forecasted volsimme our fixed-price
customer contracts, as well as a portion of the-te¥an volumes on our variable-price customer amif. We use both physical
and financial products to hedge our fixedee exposure. The efficacy of our risk managerpeogram may be adversely impac
by unanticipated events and costs that we arebletia effectively hedge, including abnormal custorttrition and consumptio
certain variable costs associated with electrigitg reliability, pricing differences in the localarkets for local delivery of
commodities, unanticipated events that impact sugpti demand, such as extreme weather, and alfrapges in the markets fi
or availability or cost of, financial instrumentsat help to hedge commodity price.

Customer demand is also impacted by weather. Waettig-provided historical and/or forward project customer volumes as a
basis for our forecasted volumes and mitigateigieaf seasonal volume fluctuation for some custeny purchasing excess
fixed-price hedges within our volumetric tolerancgbould seasonal demand exceed our weather-nagdadrojections, we may
experience a negative impact on financial results.

In addition to our forward price risk managemenrapch described above, we may take further mesisoireduce price risk and
optimize our returns by: (i) maximizing the usestdrage in our daily balancing market areas inrotagive us the flexibility to
offset volumetric variability arising from changaswinter demand; (ii) entering into daily swingnteacts in our daily balancing
markets over the winter months to enable us teeams or decrease daily volumes if demand incressecreases; and

(i) purchasing out-of-the-money call options famtract periods with the highest seasonal volumgask to protect against
steeply rising prices if our customer demands ekoee forecast. Being geographically diversifiedur delivery areas also
permits us, from time to time, to employ assetsh&itg used in one area to other areas, therelyatiitg potential increased
prices for natural gas that we otherwise may haaktb acquire at higher prices to meet increasethdd.

We utilize NYMEX-settled financial instruments téset price risk associated with volume commitmemnider fixed-price
contracts. The NYMEX-based financial instruments settled against each month’s last trading ddgsirg price for natural gas
listed on the NYMEX Henry Hub futures contract.

Basis Risl

We are exposed to basis risk in our operations winreigommodities we hedge are sold at differenvelsi points from the
exposure we are seeking to hedge. For examples Hegge our natural gas commodity price with Chadaasis but physical
supply must be delivered to the individual delivpojnts of specific utility systems around the Glgic metropolitan area, we are
exposed to basis risk between the Chicago basithariddividual utility system delivery points. eedifferences can be
significant from time to time, particularly durirgxtreme, unforecasted cold weather conditions.|8rlyj in certain of our
electricity markets, customers pay the load zoieegor electricity, so if we purchase supply tode#ivered at a hub, we may
have basis risk between the hub and the load Zengieity prices due to local congestion thatas reflected in the hub price. V
attempt to hedge

10
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basis risk where possible, but hedging instrumardssometimes not economically feasible or avadlabthe smaller quantities
that we require.

Customer Credit Risk

Our credit risk management policies are designdighibcustomer credit exposure. Credit risk is mged through participation in
POR programs in utility service territories whepels programs are available. In these markets, wetordhe credit ratings of tr
local regulated utilities and the parent companfdse utilities that purchase our customer accoveteivable. We also
periodically review payment history and financialarmation for the local regulated utilities to ars that we identify and respo
to any deteriorating trends. In non-POR marketsagsess the creditworthiness of new applicantsjtoraustomer payment
activities and administer an active collectionsgpaon. Using risk models, past credit experiencediffierent levels of exposure
each of the markets, we monitor our aging, bad fitebtasts and actual bad debt expenses and calfyiadjust as necessary.

In many of the utility services territories where wonduct business, POR programs have been ektahlishereby the local
regulated utility offers services for billing thestomer, collecting payment from the customer amaitting payment to us. This
service results in substantially all of our credik being linked to the applicable utility and notour end-use customer in these
territories. For the year ended December 31, 2@ddroximately 44% of our retail revenues were agtifrom territories in which
substantially all of our credit risk was directiged to local regulated utility companies, alidfich had investment grade ratings
as of such date. During the same period, we paiskttocal regulated utilities a weighted averageadint of approximately 1.0%
of total revenues for customer credit risk. In ariof the POR markets in which we operate, théies limit their collections
exposure by retaining the ability to transfer @rdplent account back to us for collection whenezlbns are past due for a
specified period. If our collection efforts are uosessful, we return the account to the local ieggdl utility for termination of
service. Under these service programs, we are egoscredit risk related to payment for serviarglered during the time
between when the customer is transferred to ubdjotal regulated utility and the time we retura tustomer to the utility for
termination of service, which is generally onevio billing periods. We may also realize a lossiaad-price customers in this
scenario due to the fact that we will have alrefadly hedged the customerexpected commodity usage for the life of the remh.

In non-POR markets (and in POR markets where weahagse to direct bill our customers), we managocner credit risk
through formal credit review, in the case of comerarcustomers, and credit score screening, depasd disconnection for non-
payment, in the case of residential customers. a#penew applicants in noROR markets are subject to credit screening poi
acceptance as a customer. We also maintain anaait@vfor doubtful accounts, which represents adimase of potential credit
losses associated with accounts receivable frotoriess within non-POR markets. We assess the adgadighe allowance for
doubtful accounts through review of the aging aftomer accounts receivable and general economditaors in the markets th
we serve. Our bad debt expense for the year endedriber 31, 2014 was $10.2 million, or 3.2% ofire¢@enues. See
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Drivers of Business—Customer
Credit Risk” for a more detailed discussion of bad debt expense during 2014.

We have limited exposure to high concentrationsadés volumes to individual customers. For the geded December 31, 2014,
our largest customer accounted for less than 18gtalf retail energy sales volume.

Counterparty Credit Risk in Wholesale Market

We are exposed to wholesale counterparty credtiimisur retail and asset optimization activitiéée do not independently
produce natural gas and electricity and depend thuahparties for our supply, which exposes usdonterparty credit risk. If the
counterparties to our supply contracts are unabptform their obligations, we may suffer lossesluding as a result of being
unable to secure replacement supplies of natusabgalectricity on a timely and cost-effectiveibaw at all. At December 31,
2014, approximately 50% of our total exposure aB38illion was either with an investment grade oustr or otherwise secured
with collateral.
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Competition

The markets in which we operate are highly comipetiin markets that are open to competitive choiceetail energy suppliers,
our primary competition comes from the incumbeilityand other independent retail energy comparieshe electricity sector,
these competitors include larger, well-capitalieeérgy retailers such as Direct Energy, Inc., Eivstgy Solutions Inc., Just
Energy Group Inc. and NRG Energy. We also compéte small local retail energy providers in the éfimity sector that are
focused exclusively on certain markets. Each mdrketa different group of local retail energy pdevs. With respect to natural
gas, our national competitors are primarily Diréoergy and Constellation Energy. Our national cditgys generally have
diversified energy platforms with multiple markegiapproaches and broad geographic coverage stmilex. Competition in each
case is based primarily on product offering, peiod customer service. The number of competitoaiimmarkets varies. In well
established markets in the Northeast and Texasawe Iundreds of competitors, while in others sicBauthern California, the
competition is limited to several participants.

The competitive landscape differs in each utilgyvice area and within each targeted customer seigy®eer the last several
years, a number of utilities have spun off thetaifanarketing arms as part of the opening of fetinpetition in these marke!
Markets that offer POR programs are generally nsorapetitive than those markets in which retail gggaroviders bear custon
credit risk. Market participants are significarglyielded from bad debt expense, thereby allowisgeeantry into the market. In
these markets, we face additional competition agdra to entry are less onerous.

Our ability to compete by increasing our marketslgepends on our ability to convince customemsatioch to our products and
services. Many local regulated utilities and tladfiliates may possess the advantages of namemiimyyg long operating historie
long-standing relationships with their customerd access to financial and other resources, whialdquose a competitive
challenge to us. As a result of these advantagasy rmustomers of these local regulated utilitiey necide to stay with their
longtime energy provider if they have been satikfigth their service in the past.

Seasonality of our Business

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (i) the gpbgranix of our customer base;
(ii) the relative concentration of our commodityxniiii) weather conditions, which directly influea the demand for natural gas
and electricity and affect the prices of energy swdities; and (iv) variability in market prices foatural gas and electricity.
These factors can have material short-term impactaonthly and quarterly operating results, whicyrhe misleading when
considered outside of the context of our annuatatpey cycle.

Our accounts payable and accounts receivable qa&cted by seasonality due to the timing differeraeen when we pay our
suppliers for accounts payable versus when weatdhem our customers on accounts receivable. \Wedjly pay our suppliers
for purchases on a monthly basis. However, it tagsoximately two months from the time we delither electricity or natural
gas to our customers before we collect from outoruers on accounts receivable attributable to teapglies. This timing
difference could affect our cash flows, especidllying peak cycles in the winter and summer months.

Natural gas accounts for approximately 45% of etail revenues, which exposes us to a high dedreeasonality in our cas
flows and income earned throughout the year asudtref the high concentration of heating loadhe winter months. We utilize
considerable amount of cash from operations anawimg capacity to fund working capital, which indes inventory purchases
from April through October each year. We sell oatunal gas inventory during the months of Noventhesugh March of each
year. We expect that the significant seasonalifyaiats to our cash flows and income will continuéuiire periods
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Regulatory Environment

We operate in the highly regulated natural gased@ctricity retail sales industry in all of our pestive jurisdictions. We must
comply with the legislation and regulations in #a@srisdictions in order to maintain our licenséatiss and to continue our
operations, and to obtain the necessary licengesigdictions in which we plan to compete. Licenggrequirements vary by state,
but generally involve regular, standardized repgrth order to maintain a license in good standavity the state commission
responsible for regulating retail electricity arabguppliers. There is potential for changes te $gislation and regulatory
measures addressing licensing requirements thaimpaact our business model in the applicable jictgsh. In addition, as
further discussed below, our marketing activitied austomer enrollment procedures are subjectés and regulations at the
state and federal level, and failure to comply wé&uirements imposed by federal and state regylatathorities could impact o
licensing in a particular market.

In large part due to the extreme weather conditionie first quarter of 2014 and the resulting@ases in variable rate pricing by
retail energy marketers, complaint levels increasedificantly in 2014. State regulatory commissiapened up multiple
investigations and rule making efforts in an effortespond to the increased level of complaintss Tieightened regulatory
scrutiny resulted in additional obligations on fleta in various markets to provide more detailestldsures to consumers as well
as more restrictions on marketing. See “Risk FaetdRisks Related to Our Business—The retail eneugyniess is subject to a
high level of federal, state and local regulation”.

Our marketing efforts to consumers, including batt lmited to telemarketing, door-to-door salesedi mail and online
marketing, are subject to consumer protection eggul including state deceptive trade practices, &tderal Trade Commission
(“FTC") marketing standards, and state utility coission rules governing customer solicitations amekments, among others.
By way of example, telemarketing activity is sulbjecfederal and state do-not-call regulation asdain enrollment standards
promulgated by state regulators. Door-to-door sateggoverned by the FTC’s “Cooling Off” Rule adlves state-specific
regulation in many jurisdictions. In markets in aliwe conduct customer credit checks, these chaeksubject to the
requirements of the Fair Credit Reporting Act. Hiins of the rules and regulations governing oarketing and sales activity
could impact our license to operate in a particoarket, result in suspension or otherwise limit @oility to conduct marketing
activity in certain markets, and potentially leadtivate actions against us. Moreover, there temg@l for changes to legislation
and regulatory measures applicable to our marketiegsures that may impact our business models.

Our participation in natural gas and electricityoldsale markets to procure supply for our retastoemers and hedge pricing risk
is subject to regulation by the Commodity Futuresding Commission, including regulation pursuarth® Dodd-Frank Wall
Street Reform and Consumer Protection Act. In otdeell electricity, capacity and ancillary seeddn the wholesale electricity
markets, we are required to have market-baseduiwrization, also known as “MBR Authorizationfom the Federal Energy
Regulatory Commission (“FERC”). We are requirednake status update filings to FERC to discloseddfilyate relationships
and quarterly filings to FERC regarding volumesvbblesale electricity sales in order to maintain MBR Authorization.

The transportation and sale for resale of natuaalig interstate commerce are regulated by ageaties U.S. federal
government, primarily FERC under the Natural Gas#d 938, the Natural Gas Policy Act of 1978 aedulations issued under
those statutes. FERC regulates interstate natasairgnsportation rates and service conditionsswaifects our ability to procure
natural gas supply for our retail customers andybgaticing risk. Since 1985, FERC has endeavor@addtce natural gas
transportation more accessible to natural gas Bwyed sellers on an open and non-discriminatorig BERC’s orders do not
attempt to directly regulate natural gas retaiésals a shipper of natural gas on interstate ipipgl we are subject to those
interstate pipelines tariff requirements and FER@utations and policies applicable to shippers.

Changes in law and to FERC policies and regulatimag adversely affect the availability and reliapibf firm and/or
interruptible transportation service on interstafelines, and we cannot predict what future aciiBRC
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will take. We do not believe, however, that anyulatpry changes will affect us in a way that matiyidiffers from the way they
will affect other natural gas marketers and loeglulated utilities with which we compete.

On December 26, 2007, FERC issued Order 704, brfitaon the annual natural gas transaction ra@prequirements, as
amended by subsequent orders on rehearing. Under @04, wholesale buyers and sellers of more 2lmillion MMBtus of
physical natural gas in the previous calendar yraluding natural gas gatherers and marketers,egugred to report, on May 1
each year, aggregate volumes of natural gas pwdhassold at wholesale in the prior calendar yedne extent such transactic
utilize, contribute to, or may contribute to thenfmtion of price indices. It is the responsibilitfithe reporting entity to determine
which individual transactions should be reporteseobon the guidance of Order 704. Order 704 atpaines market participants
indicate whether they report prices to any indeblighers, and if so, whether their reporting complvith FERC’s policy
statement on price reporting. As a wholesale bayerseller of natural gas, we are subject to therteng requirements of Order
704.

Employees

We employed 146 people as of December 31, 2014aid/aot a party to any collective bargaining age@shand have not
experienced any strikes or work stoppages. We densur relations with our employees to be satisfgc We utilize the services
of independent contractors and vendors to perf@arious services.

Facilities

Our corporate headquarters is located in Houstera3. We believe that our facilities are adequatedr current operations. We
share our corporate headquarters with certain o&affiliates. Spark Energy Ventures, LLC, an indtreubsidiary of NuDevco

Partners, LLC, is the lessee under the lease agrdezavering these facilities. We pay the entieséepayment on behalf of Spark
Energy Ventures, LLC, and we are reimbursed byaffiliates for their share of the leased space.
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Item 1A. Risk Factors

You should carefully consider the risks describeld\l together with the other information containedhis report on Form 10-K.
Our business, financial condition, cash flows, i&pilo pay dividends on our Class A common stockrasults of operations cot
be adversely impacted due to any of these risks.

Risks Related to Our Business
We are subject to commaodity price risk.

Our financial results are largely dependent orpttiees at which we can acquire the commaoditiesagell. The prevailing market
prices for natural gas and electricity have histdly, and may continue to, fluctuate substantiallgr relatively short periods of
time, potentially adversely impacting our result®perations, financial condition, cash flows and ability to pay dividends to
the holders of our Class A common stock. Changesairket prices for natural gas and electricity mesult from many factors
that are outside of our control, including thedaling:

— weather condition

— seasonality

— demand for energy commaodities and general econoomiditions

— disruption of natural gas or electricity transnossor transportation infrastructure or other caaists or inefficiencie:
— reduction or unavailability of generating capacibgluding temporary outages, mothballing, or egtients

— the level of prices and availability of natugals and competing energy sources, including thadtg changes in
environmental regulations impacting suppliers;

— the creditworthiness or bankruptcy or other finahdistress of market participar
— changes in market liquidit

— natural disasters, wars, embargoes, acts of temaaind other catastrophic eve
— federal, state, foreign and other governmentallegigun and legislation; ai

— demand side management, conservation, alternatisanewable energy sourc

Additionally, significant changes in the pricing tneds in the wholesale markets in which we operatéd affect our commodity
prices. Regulatory policies concerning how marke¢sstructured, how compensation is provided forise, and the kinds of
different services that can or must be offered, of@nge and could have significant impacts on ostscof doing business. For
example, the Electric Reliability Council of TexXdERCOT") has recently considered supplementingekisting energy and
ancillary service markets with a mandate to purehiastalled capacity, which could have the effédhoreasing our supply costs.
Similarly, ERCOT adopted a new reserve imbalanceketdhat will increase prices in certain circumst@s. Changes to the pri
we pay to acquire commodities and that we are oletta pass along to our customers could materéliyersely affect our
operations, which could negatively impact our ficiahresults and our ability to pay dividends te tiolders of our Class A
common stock.

Our financial results may be adversely impactedvgyather conditions.

Weather conditions directly influence the demarndafad availability of natural gas and electricitydaaffect the prices of energy
commodities. Generally, on most utility systemsnead for natural gas peaks in the winter and dernf@nelectricity peaks in th
summer. Typically, when winters are warmer or sungnaee cooler, demand for energy is lower than ebege resulting in less
natural gas and electricity consumption than fastsh When demand is below anticipated levels dwestather patterns, we may
be forced to sell excess supply at prices belowaoquisition cost, which could result in reducedgnes or even losses.

Conversely, when winters are colder or summersvarener, consumption may outpace the volumes ofrabfyas and electricity
against which we have hedged, and we may be utmbleet increased demand with storage or
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swing supply. In these circumstances, we may egpee reduced margins or even losses if we arereshtd purchase additional
supply at higher prices. Our failure to accuratayicipate demand due to fluctuations in weatheo @ffectively manage our
supply in response to a fluctuating commodity paogironment could negatively impact our financedults and our ability to
pay dividends to the holders of our Class A comstoak.

Our risk management policies and hedging procedureay not mitigate risk as planned, and we may failfully or effectively
hedge our commaodity supply and price risk exposagainst changes in consumption volumes or marketes

To provide energy to our customers, we purchasegiegant commaodity in the wholesale energy markelsch are often highly
volatile. Our commodity risk management strategyeasigned to hedge substantially all of our foremhsolumes on our fixed-
price customer contracts, as well as a portiomefear-term volumes on our variable-price custaraetracts. We use both
physical and financial products to hedge our fipeide exposure. The efficacy of our risk managerpeogram may be adversely
impacted by unanticipated events and costs tharev@ot able to effectively hedge, including abraroustomer attrition and
consumption, certain variable costs associated eléttricity grid reliability, pricing differences the local markets for local
delivery of commodities, unanticipated events thgtact supply and demand, such as extreme weahebrupt changes in the
markets for, or availability or cost of, financiaktruments that help to hedge commodity price.

We are exposed to basis risk in our operations wineigommodities we hedge are sold at differenvelsi points from the
exposure we are seeking to hedge. For example ffedge our natural gas commodity price with Chodaasis but physical
supply must be delivered to the individual delivpoints of specific utility systems around the Glgio metropolitan area, we are
exposed to basis risk between the Chicago basithariddividual utility system delivery points. eedifferences can be
significant from time to time, particularly durirextreme, unforecasted cold weather conditions. [8ityj in certain of our
electricity markets, customers pay the load zoreedor electricity, so if we purchase supply todadivered at a hub, we may
have basis risk between the hub and the load Zentieity prices due to local congestion thatas reflected in the hub price. V
attempt to hedge basis risk where possible, bugihgdnstruments are sometimes not economicallgiliéa or available in the
smaller quantities that we require.

In addition, we incur costs monthly for ancillatyazges such as reserves and capacity in the elgcs@ctor by ISOs. For
instance, the 1SOs will charge all retail electyigiroviders for monthly reserves that the ISO daiees are necessary to protect
the integrity of the grid. We attempt to estimatelsamounts but they are difficult to estimate leeahey are charged in arrears
by the ISOs and are subject to fluctuations basedenther and other market conditions. We may ladlerto fully pass the
higher cost of ancillary reserves and reliabilgysces through to our customers, and increastieicost of these ancillary
reserves and reliability services could negatiwalgact our results of operations.

Additionally, assumptions that we use in estahtiglour hedges may reduce the effectiveness ofexgihg instruments.
Considerations that may affect our hedging poligiegide, but are not limited to, human error, aggtions about customer
attrition, the relationship of prices at differérading or delivery points, assumptions about fitneather, and our load forecas
models.

Many of the natural gas utilities we serve alloghare of transportation and storage capacitg s a part of their competitive
market operations. We are required to fill our @diied storage capacity with natural gas, whichtesseommodity supply and
price risk. Sometimes we cannot hedge the volursssciated with these assets because they are tdlocempared to the much
larger bulk transaction volumes required for traidethe wholesale market or it is not economicédigsible to do so. In some
regulatory programs or under some contracts, Hpacity may be subject to recall by the utilitiebjch could have the effect of
us being required to access the spot market tor covh recall.

In general, if we are unable to effectively managerisk management policies and hedging procedoredinancial results and
our ability to pay dividends to the holders of @lass A could be adversely affected.
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We depend on consistent regulation within a parti@uutility territory (or state), as well as at thiederal level, to permit us to
operate in restructured, competitive segments @ tfatural gas and electricity industries. If comjitdte restructuring of the
natural gas and electricity utility industries isli@red, reversed, discontinued or delayed, our Imesis prospects and financial
results could be materially adversely affected.

We operate in the highly regulated natural gased@ctricity retail sales industry. Regulations n@yrevised or reinterpreted or
new laws and regulations may be adopted or becpplecable to us or our operations. Such changeshaag a detrimental
impact on our business.

In certain restructured energy markets, statelkgi®s, governmental agencies and/or other intmigrrties have made propo:
to fully or partially re-regulate these markets,ethwould interfere with our ability to do businefiscompetitive restructuring of
natural gas or electricity markets is altered, reed, discontinued or delayed, our financial resaittd our ability to pay dividends
to the holders of our Class A common stock coulddheersely affected.

The regulatory structure in California, where wediaperations in three markets, is in the procéshanging as the California
Public Utility Commission (the “CPUC") is assumiggeater regulatory responsibility over the corasportation aggregation
market and marketers such as ourselves that operdte natural gas markets in California. Califar8enate Bill 656, which
became effective on January 1, 2014, establish&dOJBrisdiction over core transportation aggregsitond directed the CPUC to
develop and publish consumer protection standarmdsoire transportation aggregators. The new lawires, among other things,
that the CPUC must set minimum standards of conspnegection and establish a mechanism to resalggomer complaints and
award reparations. The CPUC has yet to implemées ian key issues that will affect retailers insthenarkets, such as complaint
resolution processes; minimum standards for conspnagéections; notice requirements detailing thenseand conditions of
service and marketing practices. There can be surasce that the CPUC will not enact new regulatitiat will make marketing
and operating in California more difficult or thety such new regulations and requirements wilhaet an adverse impact on the
Company’s operations in California.

The retail energy business is subject to a highdeof federal, state and local regulation.

State, federal and local rules and regulationsctffg the retail energy business are subject tagdawhich may adversely impact
our business model. Our costs of doing businessfluetyate based on these regulatory changes.Xaonge, many electricity
markets have rate caps, and changes to theseaptdyg regulators can impact future price expostirailarly, regulatory chang:
can result in new fees or charges that may not haea anticipated when existing retail contracteevagafted, which can create
financial exposure. For example, mandates to psechacertain quantity or type of electricity capacan create unanticipated
costs. Our ability to manage cost increases tlsattrérom regulatory changes will depend, in parthow the “change in law
provisions” of our contracts are interpreted anfbe@d, among other factors.

Operators of systems providing for the deliveryafural gas and electricity maintain detailed tatifiat are kept on file with
regulators. These tariffs and market rules applectboperators are often very long and compled,@ften are subject to service
provider proposals to change them. We may not ketalprevent adoption of adverse tariff changesertl of energy delivery
systems also have rules and obligations applidalileem that are established by regulators. Féaite, transactions involving a
shipper’s release of interstate pipeline capaciysabject to regulation at the federal level. @ilure to abide by tariffs, market
rules or other delivery system rules may resufinas, penalties and damages.

We are also subject to regulatory scrutiny in &bbur markets that can give rise to compliance,fiiesnsing fees, or enforcement
penalties. Regulations vary widely in the market&/hich we operate, and these regulations chawoge time to time. Failure to
follow prescribed regulatory guidelines could régulcustomer complaints and regulatory sanctions.

In addition, regulators are continuously examiniegain aspects of our industry. For example, alrarof public utility
commissions in the northeast are investigatingrtipact of the harsh weather conditions during the
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2013-2014 winter season on consumers in theitades due to the number of consumer complaintdbatable to high bills for
the winter season and are urging FERC to investigatumstances during that period in wholesalegnaarkets. This
heightened regulatory scrutiny resulted in add#larbligations on retailers in various markets tovide more detailed disclosul
to consumers as well as additional and more stningguirements on notifying customers when thgéd contract converts to
variable pricing. These new regulations could askgraffect our customer attrition rates and causst® incur higher compliance
costs. To the extent any of these commissions tiakgeer regulatory action to address these comfgasuch as imposing limits
on products, services, rates or other businesslions, our business prospects in these regianlsl @ materially adversely
affected.

In addition, door-to-door marketing and outbourldrtearketing are a significant part of our marketéfigprts. Each of these
channels is continually under scrutiny by state fadgral regulators and legislators. Additionalulatjon or restriction of these
marketing practices could negatively impact out@uer acquisition plan, and therefore our finangéallts and our ability to pay
dividends to the holders of our Class A commonlstoc

Our business is dependent on retaining licenseshia markets in which we operate.

We generally must apply to the relevant statetytommission to become a retail marketer of natyaa and/or electricity in the
markets that we serve. Approval by the state regryldody is subject to our understanding of anagiance with various
federal, state and local regulations that goveeraittivities of retail marketers. If we fail to cpiy with any of these regulations,
we could suffer certain consequences, which maydiec

— higher customer complaints and increased unantegipattrition
— damage to our reputation with customers and regnsiaan
— increased regulatory scrutiny and sanctions, inostufines and termination of our licen

Our business model is dependent on continuing t@éesed in existing markets. If we have a licereseked or are not granted
renewal of a license, or if our license is adversenditioned or modified (e.g., by increased bposting obligations), our
financial results could be materially negativelyp#wted, which could materially negatively impact fimancial results and our
ability to pay dividends to the holders of our Gl&scommon stock.

In addition, FERC regulates the sale of wholesketecity by requiring us and other companies gkt into the wholesale
market to obtain markdiased rate authority. If that authority were rexihlaur financial results and our ability to payidends tc
the holders of our Class A common stock could beeraly adversely affected.

Our financial results fluctuate on a seasonal andigrterly basis.

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (1) the ggbigranix of our customer base;
(2) the concentration of our product mix; (3) thepact of weather conditions on commodity pricing demand, (4) variability in
market prices for natural gas and electricity, éd)cchanges in the cost of delivery of such comitieslthrough energy delivery
networks. These factors can have material shari-tempacts on monthly and quarterly operating reswhich may be misleading
when considered outside of the context of our ahoperating cycle. In addition, our accounts pagabid accounts receivable
impacted by seasonality due to the timing diffeemnisetween when we pay our suppliers for accowayslpe versus when we
collect from our customers on accounts receivable typically pay our suppliers for purchases onamtily basis. However, it
takes approximately two months from the time wéveelthe electricity or natural gas to our custosrgefore we collect from our
customers on accounts receivable attributableasetisupplies. This timing difference could affaat cash flows, especially
during peak cycles in the winter and summer moribgthermore, as a result of the seasonality obogimess, we may reserve a
portion of our excess cash available for distritmuiin the first and fourth quarters in order todwur second and third quarter
distributions. Because of the seasonal nature obosiness and operating results, it may be ditfitw investors to accurately a
adequately value our business based on our intesait, which could materially negatively impact dinancial results and our
ability to pay dividends to the holders of our Gl&scommon stock.
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Pursuant to our cash dividend policy, we distribigabstantially all of our cash available for distrution through regular
guarterly dividends, and our ability to grow and k@ acquisitions with cash on hand could be limited.

Pursuant to our cash dividend policy, we have hkstmnibuting, and intend to distribute, substatyiall of our cash available for
distribution through regular quarterly dividendshtaders of our Class A common stock. As such,gsawth may not be as fast as
that of businesses that reinvest their availabéé t@ expand ongoing operations. To the extentsggei additional equity securit
in connection with any acquisitions or growth cabéxpenditures, the payment of dividends on tlaekkitional equity securities
may increase the risk that we will be unable tormt@ain our per share dividend rate. We may alsouptyn external financing
sources, including the issuance of debt and egeityrities and borrowings under our new Senior iCFatility to fund our
acquisitions and growth capital expenditures. Tioaiirence of bank borrowings or other debt to foeaour growth strategy will
result in increased interest expense and the imipogif additional or more restrictive covenantieh, in turn, may impact our
ability to pay dividends to holders of our Class@&nmon stock. We may decide not to pursue otheratisactive acquisitions if
the projected short-term cash flow from the acdjoisior investment is not adequate to service #pital raised to fund the
acquisition or investment, after giving effect wr available cash reserves.

We may have difficulty retaining our existing custeers or obtaining a sufficient number of new custens.

As of December 31, 2014, approximately 45% of atural gas RCE’s were fixed-price (including flate products), and the
remaining 55% of our natural gas RCE’s were vaeglice. As of December 31, 2014, approximately ®f%ur electricity
RCE's were fixed-price, and the remaining 49% af electricity RCE’s were variable-price. A signdiat decrease in the retail
price of natural gas or electricity may cause aust@mers to switch retail energy service providiening their contract terms to
obtain more favorable prices. Although we generadlye a right to collect a termination fee fromheaastomer on a fixed-price
contract who terminates their contract followingls@an event, we may not be able to collect theitextion fees in full or at all.
Our variable-price contracts typically may be tarated by our customers at any time without penalty.

Furthermore, significant ongoing competition exfsiscustomers in the markets where we operateyandannot guarantee that
we will be able to retain our existing customersbtain a sufficient number of new customers. Wecgrate that we will incur
significant costs as we enter new markets and purgstomers by utilizing a variety of marketing hoets. In order for us to
recover these expenses, we must attract and th&sa customers on economic terms and for extgmelgolls. We cannot be
certain that our future efforts to retain our custos or secure additional customers will genenafficient gross margins for us to
expand into additional markets or that we will Indecto prevent customer attrition and attract negt@mers in existing markets
our marketing strategy is not successful, our fomresults and our ability to pay dividends te tiolders of our Class A comm
stock could be adversely affected.

We experience strong competition from local reg@dtutilities and other competitors.

The markets in which we compete are highly comipetitnd we may not be able to compete effectivedpgecially against
established industry competitors and new entraittsgreater financial resources. We encounter Sggrit competition from loc:
regulated utilities or their retail affiliates atrdditional and new retail energy providers witkaper financial resources, well
established brand names and/or large, existingliadtcustomer bases. In most markets, our prihcgrapetitor may be the local
regulated utility company or its affiliated retaiim. The local regulated utilities have the advgataf longstanding relationships
with their customers, and they may have longer aipeg histories, better access to data, greatendial and other resources and
greater name recognition in their markets than auedibnvincing customers to switch to a new comgfanyhe supply of a critice
commodity such as natural gas or electricity iballenge.

In certain markets, local regulated utilities maglsto decrease their tariffed retail rates totlwnito preclude opportunities for
retail energy providers to acquire market shard,aherwise seek to establish rates, terms andtamslto the disadvantage of
retail energy providers such that these retailggnproviders cannot remain
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competitive in that market. Also, in states whére ttility service rate is set through the procuweetrof energy over a period of
months or years, the utility service rate will laghind market conditions. If energy prices riseigantly above the utility servic
rate over a prolonged period of time, we may beddrto reduce our operating margins in order toepmore competitively with
the utility service rate and may experience inggdagistomer attrition, as some customers may swotthe service offer from the
utility.

In addition to competition from the local regulatgdities, we face competition from a number dfi@t retail energy providers. \
also may face competition from large corporatioitt wimilar billing and customer service capabélytj such as
telecommunication service providers and nationaljnded providers of consumer products and serthegdave a significant
base of existing customers. Many of these compstdopotential competitors are larger than uslene access to more
significant capital resources. For example, a lacgenpetitor may be able to incur more costs tamegcustomers if its cost of
capital is lower than ours. Similarly, marketershaa larger presence in the relevant market ortthe¢ interruptible load as par
their customer base may benefit from synergiesalessconomies that smaller marketers, or markstgxéng only firm
customers, cannot obtain. In addition, productroffes that provide a consumer with an alternatneree of energy, such as a
solar panel, may become more common and indireotiypete with us. If our marketing strategy is natcgssful, it may affect
our financial results and our ability to pay dividis to the holders of our Class A common stock.

The accounting method we use for our hedging adtas results in volatility in our quarterly and anmal financial results.

We enter into a variety of financial derivative gstd/sical contracts to manage commodity price askl we use mark-to-market
accounting to account for this hedging activity.ddnthe mark-to-market accounting method, changései fair value of our
hedging instruments that are not qualifying oraedignated as hedges under accounting rules argnieed immediately in
earnings. As a result of this accounting treatmemdnges in the forward prices of natural gas dextrecity cause volatility in our
guarterly and annual earnings, which we are unabielly anticipate.

We could also incur volatility from quarter to gtearassociated with gains and losses on settlegiisa@lating to natural gas held
in inventory if we choose to hedge the summartter spread on our retail allocated storage dgpat/e typically purchase natui
gas inventory and store it from April to October Yathdrawal from November through March. Sinceostion of the inventory is
used to satisfy delivery obligations to our fixetiep customers over the winter months, we hedgaskeciated price risk using
derivative contracts. Any gains or losses assatiatth settled derivative contracts are reflectethie statement of operations as
component of retail cost of sales and net asséenhizattion.

Increased collateral requirements in connection wibur supply activities may restrict our liquidityhich could limit our ability
to grow our business or pay dividends.

Our contractual agreements with certain local ragal utilities and our supplier counterparties negus to maintain restricted
cash balances or letters of credit as collateratriedit risk or the performance risk associatetth e future delivery of natural
gas or electricity. These collateral requiremendy increase as we grow our customer base. Collaezmairements will increase
based on the volume or cost of the commodity welmse in any given month and the amount of capacisgrvice contracted 1
with the local regulated utility. Significant chaexgin market prices also can result in fluctuationttie collateral that local
regulated utilities or suppliers require.

The effectiveness of our operations and future girpand our ability to pay dividends to the holdeirsur Class A common stock
depend in part on the amount of cash and lettecsealit available to enter into or maintain thesetracts. The cost of these
arrangements may be affected by changes in creditats, such as interest rate spreads in the £éiaaacing between different
levels of credit ratings. These liquidity requirartemay be greater than we anticipate or are abigetet and therefore could limit
our ability to grow our business or pay dividenalstte holders of shares of our Class A common stock
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Our liquidity during 2014 was negatively impactegdtbe continued gradual decline in natural gasasris we were forced to post
additional cash collateral for certain of our sypgbntracts. If natural gas prices continue toidechwve will be forced to post
additional cash collateral under certain supplyti@s which will negatively impact our liquidity.

Our supply contracts expose us to counterparty dreidk.

We do not independently produce natural gas arafriiy and depend upon third parties for our duplh the counterparties to
our supply contracts are unable to perform théligabions, we may suffer losses, including as altex being unable to secure
replacement supplies of natural gas or electrimitya timely and cost-effective basis or at allvéf cannot identify alternative
supplies of natural gas or electricity, or secuatiral gas or electricity in a timely fashion, dimancial results and our ability to
pay dividends to the holders of our Class A commstogk could be adversely affected.

We are subject to direct credit risk for certain stomers who may fail to pay their bills as they bete due.

We bear direct credit risk related to our custonheerated in markets that have not implemented P@Brpms as well as indirect
credit risk in those POR markets that pass cotlaatifforts along to us after a specified non-paytrpeniod. For the year ended
December 31, 2014, customers in non-POR marketegepted approximately 56% of our retail reven\és generally have the
ability to terminate contracts with customers ia dvent of non-payment, but in most states in whieloperate we cannot
disconnect their natural gas or electricity gasiser In POR markets where the local regulatedtytias the ability to return non-
paying customers to us after specified periodsmag realize a loss for one to two billing perioadiluve can terminate these
customers’ contracts. We may also realize a logsxed-price customers in this scenario due toféiee that we will have already
fully hedged the customer’s expected commodity esagthe life of the contract. Even if we termimaervice to customers who
fail to pay their bill, we remain liable to our saljgrs of natural gas and electricity for the aoisthose commodities. Furthermore,
in the Texas market, we are responsible for biltmgydistribution charges for the local regulatélityiand are at risk for these
charges, in addition to the cost of the commodiityhe event customers fail to pay their bills. 6iag economic factors, such as
rising unemployment rates and energy prices aksdtran a higher risk of customers being unablpay their bills when due.

The Company’s results of operations for 2014 wegatively impacted by increased bad debt expenSeuthern California and
we expect that bad debt expense will continue tadwersely impacted during the first quarter of204/e significantly curtailed
marketing efforts in this region in the fourth quearof 2014 as we attempt to refine our collectond retention strategies in
Southern California. The Company’s inability toesffively manage existing customer credit risk intBern California and other
non-POR markets could have an adverse effect o@ahgpany’s results of operations.

The failure of our customers to pay their billoor failure to maintain adequate billing and cdilee procedures could adversely
affect our financial results and our ability to pd#iyidends to the holders of our Class A commoglsto

We are subject to credit, operational and financiradks related to certain local regulated utilitighat provide billing services
and guarantee the customer receivables for theirrkets.

In POR markets, we rely on the local regulatedtutib purchase our customer accounts receivaldeg@perform timely and
accurate billing. POR markets represented apprdeimd4% of our retail revenues for the year endedember 31, 2014. As our
business grows, the portion of customers we ser®&R markets could increase. The bankruptcy otal Fregulated utility could
result in a default in such local regulated utiitpayment obligations to us, or efforts to rejemttracts for service that they have
with us if they believe there is a high value alsgive opportunity.

In POR markets where local regulated utilities pase our receivables and in certain other markutsl regulated utilities are
responsible for billing services. Local regulatditities that provide billing services rely on us f
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accurate and timely communication of contract ratess other information necessary for accuratengilto customers. The numk
of territories within which we provide natural gasd electricity supply poses a constant challehgedemands considerable
management, personnel and information system ressuEach territory requires unique and often daglectronic data interface
systems. Rules that govern the exchange of datédbmaiianged by the local regulated utilities. Iriaie instances, we must rely
on manual processes and procedures to communigé¢odocal regulated utilities for inclusion imstomer bills. In addition,
some utilities may experience difficulty in prowidi accurate, timely data when changing meteringpeagnt (e.g., from
manually-read to telemetry). Failure to providewaate data to local regulated utilities on a timgdgis could result in
underpayment or nonpayment by our customers, andftire adversely affect our financial results andability to pay dividend
to the holders of our Class A common stock.

Our indebtedness could adversely affect our abitityraise additional capital to fund our operatiore pay dividends. It could
also expose us to the risk of increased interesésaand limit our ability to react to changes ingleconomy or our industry as
well as impact our cash available for distribution.

We entered into a new $70.0 million senior secuesdlving credit facility in conjunction with ounitial public offering in
August 2014, which we refer to as our Senior Credadility. We have $33.0 million of indebtednessstanding under our Senior
Credit Facility and $10.7 million in issued lett@fscredit as of December 31, 2014. Debt we inawten our Senior Credit Facili
or otherwise could have important negative consecgeon our financial condition, including:

— increasing our vulnerability to general economid ardustry condition:

— requiring cash flow from operations to be detidao the payment of principal and interest onindebtedness,
therefore reducing our ability to pay dividend$tdders of our Class A common stock or to use ashdlow to fund
our operations, capital expenditures and futuréniess opportunities;

— limiting our ability to fund operations or futureguisitions

— restricting our ability to make certain distritmins with respect to our capital stock and thditstof our subsidiaries to
make certain distributions to us, in light of regled payment and other financial covenants, inolgidequirements to
maintain certain financial ratios, in our creditiféies and other financing agreements;

— exposing us to the risk of increased interestsraecause borrowings under our new Senior Greditity will be at
variable rates of interest; and

— limiting our ability to obtain additional finaimg for working capital including collateral poggis, capital expenditures,
debt service requirements, acquisitions and gewerabrate or other purposes.

Our Senior Credit Facility contains financial arttey restrictive covenants that may limit our dbito return capital to
stockholders or otherwise engage in activities i@y be in our long-term best interests. Our inigtid satisfy certain financial
covenants could prevent us from paying cash divldeand our failure to comply with those and ottwrenants could result in
event of default which, if not cured or waived, neatitle the lenders to demand repayment or enfihietie security interests,
which could negatively impact our financial reswted our ability to pay dividends to the holder®of Class A common stock.

We depend on the accuracy of data in our billingsggms. Inaccurate data could have a negative impatbur results of
operations, financial condition, cash flows and refation with customers and/or regulators.

We depend on the accuracy and timeliness of custbitliag, collections and consumption informatimnour information
systems. We rely on many internal and externalcgsufor this information, including:

— our internal marketing, pricing and customer operet functions; ar

— various local regulated utilities and 1SOs fofume or meter read information, certain billingesaand billing types
(e.g., budget billing) and other fees and expenses.
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Inaccurate or untimely information, which may beside of our direct control, could result in:

— inaccurate and/or untimely bills sent to custon

— inaccurate accounting and reporting of customegmaes, gross margin and accounts receivable g¢
— inaccurate measurement of usage rates, throughgutrdalance:

— customer complaints; a

— increased regulatory scrutil

We may become liable for incorrectly calculatinges, and certain of our charges may become untallilecdue to billing errors.
Although customers are responsible for the payroktaxes related to the sales of natural gas aatradity, we estimate the
amount of taxes they owe and invoice our custotiecsigh our billing process. We subsequently reéhtise taxes to the relevant
taxing authorities. If we were to later determihattthe amount we billed them for taxes was ineigffit, we would not be able to
recover the difference from them and would ultimabe responsible for those costs. Additionallynscof the markets in which
we operate require us to bill customers within ecec period of time. If we do not bill our custemwithin that period of time,
the customer may not be obligated to pay us.

Regulations in the restructured markets in whicloperate require that meter reading be performetiéyjocal regulated utility;
and we are required to rely on the local regulatdidy to provide us with our customers’ informatti regarding energy usage. Oul
inability to obtain this usage information or canfiinformation received from the utilities couldgaively impact our billing
systems and reputation with customers and, thexefor financial results and our ability to payidends to the holders of our
Class A common stock.

Information management systems could prove unrelelt

We operate in a high volume business with an exterasray of data interchanges and market requingsn&Ve are highly
dependent on our information management systernadk, monitor and correct or otherwise verify gthvolume of data to
ensure the reported financial results and our &mting efforts are accurate. Our information marreare systems are designed to
help us forecast new customer enrollments and émeirgy requirements, which helps ensure that walale to supply new
customers estimated average energy requiremeritswiexposing us to excessive commaodity price risk.

We may be subject to disruptions in our informafiom arising out of events beyond our control,Isas natural disasters,
epidemics, failures in hardware or software, pofiverttuations, telecommunications and other sindiagruptions. In addition, our
information management systems may be vulneraldentputer viruses, incursions by intruders or hesked cyber terrorists
and other similar disruptions. The failure of anfiormation management systems to perform as aataipfor any reason or any
significant breach of security could disrupt ousimgss and result in numerous adverse consequémdesljing reduced
effectiveness and efficiency of our operationspprapriate disclosure of confidential informatiamdancreased overhead costs
of which could impact our financial results and ability to pay dividends to the holders of our €a& common stock.

The Company’s business is subject to cyber-attaakd data breaches, including the risk that sensgtisustomer data may be
compromised, which could result in an adverse imp#xits reputation and results of operations.

The Company is dependent on information technokygyems that we own and that are owned and marggiitd parties.
Parties that wish to disrupt the Company’s openaticould view our computer systems or networkstaase of our third party
outsourced providers as attractive targets for eghtack. Our business requires access to sensitstemer data in the ordinary
course of business. Examples of sensitive custdiaiarare names, addresses, account informatidarib# electricity usage,
expected patterns of use, payment history, cregédu data, credit and debit card account numbevgrs’ license numbers,
social security numbers and bank account informafitlle Company provides sensitive customer datartidors and service
providers who require access to this informatiooritler to provide billing and transaction services.
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A successful cyber-attack on the systems that abtfte Company'’s billing and transaction and cugtomformation systems
could severely disrupt business operations, préwgittite Company from serving customers or collectevenues. A cyber-attack
or security breach on us or our third party outsedrsystem providers could result in significamenses to investigate and repai
security breaches or system damage and couldddamyation, fines, other remedial action, heigied regulatory scrutiny and
damage to the Company'’s reputation. In additioa ntfisappropriation, corruption or loss of persgnaléntifiable information

and other confidential data could lead to signifidareach notification expenses and mitigation aegpe such as credit monitori
The Company does not maintain cyber-liability irwe that covers certain damage caused by poteylial incidents. A
significant cyber incident could materially and acsely affect the Company’s business, financiatlt@n and results of
operations.

We depend on local transportation and transmissiailities of third parties to supply our customer®ur financial results ma
be adversely impacted if transportation and transsion availability is limited or unreliable.

We depend on transportation and transmission fiasilowned and operated by local regulated usligied other energy compar
to deliver the natural gas and electricity we setustomers. Under the regulatory structures adbjot most jurisdictions, we are
required to enter into agreements with regulatedllcegulated utilities for use of the local distriion systems and to establish
functional data interfaces necessary to serve agtomers. Any delay in the negotiation of such egrents or inability to enter
into reasonable agreements could delay or neggtingdact our ability to serve customers in thogesglictions. Additionally,
failure to coordinate upstream and downstream pexand deliveries on an energy transportation oxtwan result in significant
penalties. Any of these factors could have an advienpact on our financial results and our abtlitpay dividends to the holders
of our Class A common stock.

We also depend on local regulated utilities forntexiance of the infrastructure through which weéveelnatural gas and
electricity to our customers. We are unable to r@bnhe level of service the utilities provide toracustomers, including the
timeliness and effectiveness of upkeep and repairdrastructure. Any infrastructure failure thiaterrupts or impairs delivery of
electricity or natural gas to our customers coadse customer dissatisfaction, which could adwees&ct our business. If
transportation or transmission/distribution is diged, or if transportation or transmission/disttibn capacity is inadequate, our
ability to sell and deliver products may be hindetguch disruptions could also hinder our providitegtricity or natural gas to
our customers and adversely impact our risk managepolicies, hedge contracts, our financial resaiftd our ability to pay
dividends to the holders of our Class A commonistoc

In addition, the power generation and transmisslistribution infrastructure in the United Statesésy complex. Maintaining
reliability of the infrastructure requires appra@te oversight by regulatory agencies, careful ptanand design, trained and
skilled operators, sophisticated information te¢bgyp and communication systems, ongoing monitoand, where necessary,
improvements to various components of the infrastine, including with regard to security. Major@héc power blackouts are
possible, which could disrupt electrical servicedatended periods of time to large geographicaoregydf the United States. If st
a major blackout were to occur, we may be unabbetiver electricity to our customers in the aféettegion, which would have
an adverse impact our financial results and ouitybo pay dividends to the holders of our Classgnmon stock.

The adoption of derivatives legislation by Congregd continue to have an adverse impact on our ktlyito hedge risks
associated with our business.

The Dodd-Frank Wall Street Reform and Consumereetian Act (the “Act”), enacted on July 21, 2016tablished federal
oversight and regulation of the over-tbeunter derivatives market and entities, such athasparticipate in that market. Althot
we qualify for the end-user exception to the mamgatlearing and uncleared swap margin requiremfentswaps to hedge our
commercial risks, the application of such requireta¢o other market participants, such as swapedgdias changed the cost anc
availability of the swaps that we use for hedging.
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The full impact of the Act and related regulatoeguirements upon our business will not be knowil tive regulations are
implemented and the market for derivatives congrhas adjusted. The Act and any new regulationisl ggnificantly increase
the cost of derivative transactions, materiallgalhe terms of derivative contracts, reduce ttaglavility of derivatives to protect
against risks that we encounter, or reduce ouitybil monetize or restructure our existing dernv@icontracts. If we reduce our
use of derivatives as a result of the Act and eelaegulations, our results of operations may becomre volatile and our cash
flows may be less predictable, which could advgrafflect our ability to plan for and fund capitajpenditures. Any of these
consequences could have a material adverse effefinancial results and our ability to pay dividsrto the holders of our
Class A common stock.

We intend to grow our business in part through segic acquisition opportunities from third partiesnd potentially from
affiliates of our majority shareholder. If we arenable to make acquisitions on economically acceeaterms or we cannot
consummate acquisitions due to capital constraintsy future growth may be limited.

Our ability to grow depends in part on our abititymake acquisitions that are accretive to our sidid EBITDA. If we are unable
to make accretive acquisitions, whether becausare/¢) unable to identify attractive acquisiticendidates or negotiate
commercially acceptable terms for such acquisiti¢ifjsunable to obtain financing for these acqidsis on economically feasible
terms, or (iii) outbid by competitors, then ourdrg growth may be limited to organic growth. We natégo enter into transactions
with NuDevco, our majority shareholder, or its ldtes in which we acquire assets and businessasfuDevco and its affiliates
in related party transactions. We can provide soii@nce that NuDevco will offer us acquisition ogipnities, or if it does offer
any acquisition opportunities, that it will do sw commercially reasonable terms. Neither NuDevaoany of its affiliates is
obligated to offer us any acquisition opportunitieésrther, we may not decide to accept any sucrmyppities presented by
NuDevco or its affiliates on the terms being ofterAny transaction between us and any of NuDevdts@ffiliates would bt
subject to review and approval of a special congaitif independent directors. Investors should lamtepany reliance on any
intention of NuDevco and its affiliates to offer asquisition opportunities.

We may not be able to manage our growth succesgfulhich could strain our liquidity and other resaoes and lead to poor
customer satisfaction with our services.

The growth of our operations will depend upon dility to expand our customer base in our existimaykets and to enter new
markets in a timely manner at reasonable costsvédexpand our operations, we may encounter diffesiimplementing new
product offerings or integrating new customers emgbloyees as well as any legacy systems of acqeirgiies.

We may experience difficulty managing the growttagfortfolio of customers that is diverse with mgpo the types of service
offerings, applicable market rules and the infrastire for product delivery. We also may experietifgculty integrating an
acquired company’s personnel and operations, opkegonnel of the acquired company may decideawbtk for us.
Furthermore, if we acquire the residential or comuia¢ businesses of an incumbent local regulatiéitiutr other energy provide
in a particular market, the customers of that besgrmay not be under any obligation to use ouicavThese difficulties could
disrupt our ongoing business, distract our manageara employees, increase our expenses and algvaffeet our cash flows.

Expanding our operations could result in incredspddity needs to support working capital for fhgrchase of natural gas and
electricity supply to meet our customers’ needstte credit requirements of forward physical sygpid for generally higher
operating expenses. Expanding our operations adgoraguire continued development of our operatmd)fanancial controls and
may place additional stress on our management p@chtional resources. If we are unable to managgrowth and development
successfully, this could affect our financial résalnd our ability to pay dividends to the holdafreur Class A common stock.
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Our success depends on key members of our managgrntenloss of whom could disrupt our business ogtérns.

We depend on the continued employment and perfaenahkey management personnel. A number of ouoserecutives have
substantial experience in consumer and energy Itsaitkat have undergone regulatory restructuringheave extensive risk
management and hedging expertise. We believedkparience is important to our continued successdd/not maintain key life
insurance policies for our executive officers. uf &ey executives do not continue in their preseles and are not adequately
replaced, our financial results and our abilitypéy dividends to the holders of our Class A comstogk could be adversely
affected.

We rely on a capable, well-trained workforce to ogie effectively. Retention of employees with sigandustry or operational
knowledge is essential to our ongoing success.

Many of the employee positions within our custommgerations, energy supply, information systemsimyi marketing, risk
management and finance functions require extemsdiestry, operational, regulatory or financial estpece or skills that may not
be easily replaced if an employee were to leavd@mpent with us. While some normal employee turmasexpected, high
turnover could strain our ability to manage ouraing operations as well as inhibit organic and &itian growth.

We rely on a third party vendor for our customeilivig and transactions platform which exposes usttord party performance
risk.

We have outsourced our back office customer biléind transactions functions to a third party, aed ey heavily on the
continued performance of that vendor under theoouitsng agreement. Failure of our vendor to operasecordance with the
terms of the outsourcing agreement or the vendi@r&ruptcy or other event that prevents it fronfgraning under our
outsourcing agreement could have a material adeffset on our financial results and our abilitypay dividends to the holders
of our Class A common stock.

The failures or questionable activities of variolrscal regulated utilities and other retail marketemwithin the markets that we
serve adversely impact L

A general positive perception on the part of cugiaand regulators of utilities and retail energylers in general, and of us in
particular, is essential for our continued growtl auccess. Questionable pricing, billing, collets, marketing or customer
service practices on the part of any utility oafletharketer, or unsuccessful implementation of petitive energy programs can
damage the reputation of all market participantsctvcould result in lower customer renewals angdnt our ability to sign-on
new customers. Any utility or retail marketer tdafaults on its obligations to its customers, sigpp] lenders, hedge
counterparties, or employees can have similar inspat the retail energy industry as a whole andwroperations in particular.
Any of these factors could affect our financialules and our ability to pay dividends to the hofdef our Class A common stock.

A large portion of our current customers are condeated in a limited number of states, making us werable to custome
concentration risks.

As of December 31, 2014, approximately 79% of oGER were located in five states. Specifically, 27%%, 19%, 8% and 6%
of our customers were located in lllinois, CalifiarnTexas, Connecticut and Indiana, respectivélyel are unable to increase our
market share across other competitive marketster @no new competitive markets effectively, weynlie subject to continued
greater customer concentration risk. In additibany of the states that contain a large perceréger customers were to reverse
regulatory restructuring or change the regulatomjirenment in a manner that causes us to be utalgieonomically operate in
that state, our financial results and our abilitypay dividends to the holders of our Class A comstock could be adversely
affected.
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Increases in state renewable portfolio standardsaorincrease in the cost of renewable energy creditl carbon offsets ma
adversely impact the price, availability and marabtlity of our products.

Pursuant to state renewable portfolio standardsnus purchase a specified amount of renewablggmeedits, or RECs, based
on the amount of electricity we sell in a stataiyear. In addition, we have contracts with certaistomers which require us to
purchase RECs or carbon offsets. If a state ineseiés renewable portfolio standards, the demanBECs within that state will
increase and therefore the market price for REQ&ldacrease. We attempt to forecast the pricetferequired RECs and carbon
offsets at the end of each month and incorporagdahecast into our customer pricing models, betprice paid for RECs and
carbon offsets may be higher than forecasted. Webmainable to fully pass the higher cost of REEsuUgh to our customers,
and increases in the price of RECs may decrease=suits of operations and affect our ability tonpete with other energy
retailers that have not contracted with customemitrchase RECs or carbon offsets. Further, a prazease for RECs or carbon
offsets may require us to decrease the renewabliepof our energy products, which may result loss of customers. A further
reduction in benefits received by local regulatglities from production tax credits in respectrehewable energy may adversely
impact the availability to us, and marketability gy, of renewable energy under our brands. Accglglisuch decrease may res
in reduced revenue and may negatively impact o@anttial results and our ability to pay dividendshte holders of our Class A
common stock.

The suppliers from which we purchase our naturalgand electricity are subject to environmental laasd regulations that
impose extensive and increasingly stringent requnents on their operations.

The assets of the suppliers from which we purchaseral gas and electricity are subject to numeamassignificant federal, state
and local laws, including statutes, regulationsdelines, policies, directives and other requiretagoverning or relating to,
among other things: protection of wildlife, incladithreatened and endangered species; air emisdisosarges into water; wat
use; the storage, handling, use, transportatiordastidbution of dangerous goods and hazardouiluakand other regulated
materials, such as chemicals; the prevention eiess of hazardous materials into the environrtemprevention, presence and
remediation of hazardous materials in soil and gdaater, both on and offsite; land use and zoniagjers; and workers’ health
and safety matters. Environmental laws and reguiathave generally become more stringent over Sigmificant costs may be
incurred for capital expenditures under environrakptograms to keep the assets compliant with sngironmental laws and
regulations, which could have a material advergeaithon the businesses of our producers, whichintagase the prices they
charge us for natural gas and electricity and lzaveterial adverse effect on our financial resatid our ability to pay dividends
to the holders of our Class A common stock.

Technological improvements and changing consumeefarences could reduce demand and alter consumppatterns.

Technological improvements in energy efficiencyldquotentially reduce the overall demand for ndtgess and electricity.
Additionally, increased competitiveness of alteiveatnergy sources or consumer preferences tteatfattl choices could
potentially reduce the demand for natural gas dextréicity. A prolonged decrease in demand for redtgas and electricity in the
retail energy markets would adversely affect onaficial results and our ability to pay dividendshi® holders of our Class A
common stock.

We employ independent contractors to broker sat@swhich they receive residual commissions. Theides commissions pai
to independent contractors could adversely affeat operating margins and financial performance, pacularly if our costs
rise and we do not adjust our pricing strategy.

Some of our independent contractors earn ongosigual commissions. Residual commissions are Gttedilbased on a fixed
percentage of revenues attributable to a custoreaegsgy consumption, without regard to our wholesalpply costs. Should our
supply costs rise, our operating margins, finan@allts and our ability to pay dividends to thédkes of our Class A common
stock could be adversely affected.
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Our access to marketing channels may be continggmbn the viability of our telemarketing and door-oor agreements with
our vendors.

Our vendors are essential to our telemarketingdmaa-to-door sales activities. Our ability to ingse revenues in the future will
depend significantly on our access to high quakgdors. If we are unable to attract new vendodsratain existing vendors to
achieve our marketing targets, our growth may btenadly reduced. There can be no assurance timapettive conditions will
allow these vendors and their independent contrabbocontinue to successfully sign up new custsniaurther, if our products
are not attractive to, or do not generate sufficiemenue for our vendors, we may lose our existatgtionships, which would
have a material adverse effect on our businesentms, results of operations and financial conditis well as our ability to pay
dividends to the holders of our Class A commonlstotaddition, the decline in landlines reduces timber of potential
customers that may be reached by our telemarketings and as a result our telemarketing salesratianay become less viable,
which may materially impact our financial resultslaur ability to pay dividends to the holders af €lass A common stock.

Our vendors may expose us to risks.

We are subject to reputational risks that may dr@m the actions of our vendors and their indepandontractors that are who
or partially beyond our control, such as violatiefi®ur marketing policies and procedures as welray failure to comply with
applicable laws and regulations. If our vendorsagiegin marketing practices that are not in compganith local laws and
regulations, we may be in breach of applicable lamg regulations which may result in regulatoryceexing, disadvantageous
conditioning of our energy retailer license, or teeocation of our energy retailer license. Théslesrwould materially impact our
financial results and our ability to pay divideridghe holders of our Class A common stock.

Unauthorized activities in connection with sale®$ by agents of our vendors, including callimgngumers in violation of the
Telephone Consumer Protection Act and predatory-tiedoor sales tactics and fraudulent misreprediemt could subject the
Company to class action lawsuits against whichbmpany will be required to defend. Such defenfetsfwill be costly and

time consuming.

In addition, the independent contractors of ourdega may consider us to be their employer and seslpensation.
Risks Related to our Class A Common Stock

We may have shortfalls of cash available for dibtstion from operating cash flows in certain quarterand we may not be able
to continue paying our targeted quarterly dividenalthe holders of our Class A common stock in theure.

The amount of our cash available for distributioimgipally depends upon the amount of cash we gagadrom our operations,
which will fluctuate from quarter to quarter based among other things:

— changes in commodity prices, which may be drivgm variety of factors, including, but not limitéo, weather
conditions, seasonality and demand for energy cadlittee and general economic conditions;

— the level and timing of customer acquisition cagsincur

— the level of our operating and general and admatise expense

— seasonal variations in revenues generated by imdxss

— our debt service requirements and other liabil

— fluctuations in our working capital nee

— our ability to borrow funds and access capital rata

— restrictions contained in our debt agreementsyging our new Senior Credit Facilit
— management of customer credit risk;

— abrupt changes in regulatory policies; i
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— other business risks affecting our cash fli

As a result of these and other factors, we cannatamtee that we will have sufficient cash gendréitam operations to pay a
specific level of cash dividends to holders of Glaiss A common stock.

Due to the seasonality of our retail natural gasirimss, we generate the substantial majority otash available for distribution
the first and fourth quarters of each year. Assalteof seasonality and our customer acquisitisisave may not have sufficient
cash available for distribution to cover quartatiyidends for certain quarters.

Furthermore, holders of our Class A common stockhbe aware that the amount of cash availabldistribution depends
primarily on our cash flow, and is not solely adtian of profitability, which is affected by nonsfaitems. We may incur other
expenses or liabilities during a period that caigghificantly reduce or eliminate our cash avaiafolr distribution and, in turn,
impair our ability to pay dividends to holders afrcClass A common stock during the period. Becavessare a holding company,
our ability to pay dividends on our Class A comnstock is limited by restrictions on the abilityair subsidiaries to pay
dividends or make other distributions to us. Weearitled to pay cash dividends to the holderdief@lass A common stock and
Spark HoldCo is entitled to make cash distributitmsluDevco and us so long as: (a) no default @xistvould result from such a
payment; (b) Spark HoldCo, SE and SEG are in pmm&ocompliance with all financial covenants befanel after giving effect to
such payment and (c) the outstanding amount dbatis and letters of credit does not exceed bormgpwase limits. Finally,
dividends to holders of our Class A common stoekid at the discretion of our board of direct@sr board of directors may
decrease the level of or entirely discontinue payroédividends.

We are a holding company. Our sole material assepur equity interest in Spark HoldCo and we arecacdingly dependent
upon distributions from Spark HoldCo to pay dividds, pay taxes, make payments under the Tax Recéivagreement and
cover our corporate and other overhead expensesairtie Spark HoldCo LLC Agreement.

We are a holding company and have no material@efleer than our equity interest in Spark HoldCe. helve no independent
means of generating revenue. The Spark HoldCo Lg@@&ment provides, to the extent Spark HoldCo trasadble cash and is
not prevented by restrictions in any of its credjteements, for distributions pro rata to its widers, including us, such that we
receive an amount of cash sufficient to pay theneded taxes payable by us, the targeted quadesigend we intend to pay
holders of our Class A common stock, and paymemigiuthe Tax Receivable Agreement we entered ifttoSpark HoldCo,
NuDevco Retail Holdings and NuDevco Retail. In diddi, Spark HoldCo pays for our corporate and othverhead expens
pursuant to the Spark HoldCo LLC Agreement. Toekient that we need funds and Spark HoldCo ouitsidiaries are restrictt
from making such distributions under applicable awegulation or under the terms of their finagcamrangements, or are
otherwise unable to provide such funds, it couldemally adversely affect our financial results and ability to pay dividends to
the holders of our Class A common stock.

Market interest rates may have an effect on theugabf our Class A common stoc

One of the factors that influences the price ofshaf our Class A common stock is the effectiwaddind yield of such shares
(i.e., the yield as a percentage of the then mamke¢ of our shares) relative to market interags. An increase in market interes
rates, which are currently at low levels relativénistorical rates, may lead prospective purchasfeshares of our Class A
common stock to expect a higher dividend yield, amndinability to increase our dividend as a res@iin increase in borrowing
costs, insufficient cash available for distributmmotherwise, could result in selling pressureand a decrease in the market price
of, our Class A common stock as investors seekmatize investments with higher yield.
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An active, liquid and orderly trading market for auClass A common stock may not be maintained, amd stock price may b
volatile.

An active, liquid and orderly trading market forrdtiass A common stock may not be maintained. A&ctiiquid and orderly
trading markets usually result in less price vétatand more efficiency in carrying out investomirchase and sale orders. The
market price of our Class A common stock could sgyificantly as a result of a number of fact@@ne of which are beyond
our control. In the event of a drop in the markéteoof our Class A common stock, you could loseilastantial part or all of your
investment in our Class A common stock.

The stock markets in general have experiencedragtrlatility that has often been unrelated todperating performance of
particular companies. These broad market fluctnatrmay adversely affect the trading price of o@sSIA common stock.
Securities class action litigation has often bestituted against companies following periods datility in the overall market ar
in the market price of a company’s securities. Siiation, if instituted against us, could resmtvery substantial costs, divert
our managemery’attention and resources and negatively impactimamcial results and our ability to pay dividertdghe holder
of our Class A common stock.

Our principal shareholder holds a substantial major of the voting power of our common stock.

Holders of Class A common stock and Class B comstock vote together as a single class on all nsapiesented to our
stockholders for their vote or approval, excepbtherwise required by applicable law or our cerdife of incorporation and
bylaws. NuDevco Retail Holdings, LLC and its sulsig, NuDevco Retail, LLC (together, “NuDevco”) ovail of our Class B
common stock (representing 78.18% of our combircgohyg power).

NuDevco is entitled to act separately in its owteliast with respect to its investment in us. Nuevas the ability to elect all «
the members of our board of directors, and thetelmpntrol our management and affairs. In additdaDevco is able to
determine the outcome of all matters requiring shalder approval, including mergers and other nate#ansactions, and is able
to cause or prevent a change in the compositi@uoboard of directors or a change in control af@ampany that could deprive
our stockholders of an opportunity to receive arpuen for their Class A common stock as part ofla shour company. The
existence of a significant shareholder may als@libg effect of deterring hostile takeovers, deigyr preventing changes in
control or changes in management, or limiting thiéitg of our other stockholders to approve trarigacs that they may deem to
be in the best interests of our company.

So long as NuDevco continues to control a signifiGanount of our common stock, it will continuebi® able to strongly influen
all matters requiring shareholder approval, regamsibf whether other stockholders believe thatenpial transaction is in their
own best interests. In any of these matters, tteedats of NuDevco may differ or conflict with timeerests of our other
stockholders. Moreover, this concentration of stoekership may also adversely affect the tradincepof our Class A common
stock to the extent investors perceive a disadgantaowning stock of a company with a controllgigareholder.

We are a “controlled company” under NASDAQ Globaldvket rules, and as such we are entitled to an epd¢ion from certain
corporate governance standards of the NASDAQ Gloltrket, and you may not have the same protectiafferded to
shareholders of companies that are subject to dltltee NASDAQ Global Market corporate governance tagments.

We qualify as a “controlled company” within the meay of Nasdaq Global Market corporate governataedards because
NuDevco controls more than 50% of our voting powsrder NASDAQ Global Market rules, a company of ethmore than 50¢
of the voting power is held by an individual, a gpar another company is a “controlled company” aray elect not to comply
with certain corporate governance requirementd,diieg (i) the requirement that a majority of theabd of directors consist of
independent directors, (ii) the requirement to hav@minating/corporate governance committee coetpestirely of independe
directors and a written charter addressing the cittes’s purpose and responsibilities, (iii) the requiratrie have a compensati
committee composed entirely of independent direcamd a written charter addressing the commitige’sose and
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responsibilities and (iv) the requirement of anwaiperformance evaluation of the nominating/coagovernance and
compensation committees.

In light of our status as a controlled company, lmeeird of directors has determined to take paatihntage of the controlled
company exemption. Our board of directors has geterd not to have a nominating and corporate garer® committee and that
our compensation committee will not consist eniiilindependent directors. As a result, non-indejgat directors may among
other things, appoint future members of our bodmirectors, resolve corporate governance issugtabksh salaries, incentives
and other forms of compensation for officers aritboemployees and administer our incentive compiemsand benefit plans.

Accordingly, in the future, you may not have theegrotections afforded to shareholders of comahiat are subject to all of
NASDAQ Global Market corporate governance requinetsu

We engage in transactions with our affiliates angpect to do so in the future. The terms of suchrisactions and the
resolution of any conflicts that may arise may naivays be in our or our stockholders’ best intergest

We have engaged in transactions and expect tone@ntd engage in transactions with affiliated conigsg We will continue to
enter into back-to-back transactions for the saleatural gas from an affiliate. We will also cante to pay certain expenses on
behalf of several of our affiliates for which wellvgieek reimbursement. We will also continue toreh@ur corporate headquarters
with certain affiliates. We cannot assure thataftitiates will reimburse us for the costs we haweurred on their behalf or
perform their obligations under any of these carisra

Our amended and restated certificate of incorpomtiand amended and restated bylaws, as well as Bafa law, contain
provisions that could discourage acquisition bidsmerger proposals, which may adversely affect tharket price of out
Class A common stock.

Our amended and restated certificate of incorpamaduthorizes our board of directors to issue predestock without shareholder
approval. If our board of directors elects to ispteferred stock, it could be more difficult fothard party to acquire us.

In addition, some provisions of our amended anthted certificate of incorporation and amendedrasthted bylaws could make
it more difficult for a third party to acquire coat of us, even if the change of control would leaéficial to our stockholders.
Among other things, our amended and restated icatgfof incorporation and amended and restatesinsy|

— provide for our board of directors to be dividatb three classes of directors, with each classearly equal in number
as possible, serving staggered three year termrsst@ggered board may tend to discourage a thitgt fram making a
tender offer or otherwise attempting to obtain ooraf us, because it generally makes it more diffifor shareholders
to replace a majority of the directors;

— provide that the authorized number of directors imaghanged only by resolution of the board ofadoes

— provide that all vacancies in our board, inchgdnewly created directorships, may, except aswike required by law
or, if applicable, the rights of holders of a seré preferred stock, be filled by the affirmatiwete of a majority of
directors then in office, even if less than a quaru

— provide our board of directors the ability to authe undesignated preferred stock. This ability esait possible for ot
board of directors to issue, without sharehold@reyal, preferred stock with voting or other rigbtspreferences that
could impede the success of any attempt to chamggeat of us. These and other provisions may hheestfect of
deferring hostile takeovers or delaying changesoirtrol or management of our company;

— provide that at any time after the first date updrich W. Keith Maxwell Il no longer beneficialliwms more than fift:
percent of the outstanding Class A common stockGads B common stock, any action required or piggohio be
taken by the shareholders must be effected atyacdilled annual or special meeting of shareholdedsmay not be
effected by any consent in writing in lieu of a reg of such shareholders, subject to the righthefholders of any
series of preferred stock with respect to such
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series (prior to such time, such actions may bertakithout a meeting by written consent of holdsrthe outstanding
stock having not less than the minimum number eés¢hat would be necessary to authorize or tagle gation at a
meeting);

— provide that at any time after the first date updrich W. Keith Maxwell Il no longer beneficiallwans more than fift:
percent of the outstanding Class A common stockGlads B common stock, special meetings of ourettuddlers may
only be called by the board of directors, the chiefcutive officer or the chairman of the boardofpto such time,
special meetings may also be called by our Segratahe request of holders of record of fifty parcof the
outstanding Class A common stock and Class B constomk);

— provide that our amended and restated certioatncorporation and amended and restated byhaaysbe amended by
the affirmative vote of the holders of at least#hivds of our outstanding stock entitled to vdtereon;

— provide that our amended and restated bylaws camiemded by the board of directors;

— establish advance notice procedures with regastiareholder proposals relating to the nominatforandidates for
election as directors or new business to be broogtare meetings of our shareholders. These proesguovide that
notice of shareholder proposals must be timelyrgimenriting to our corporate secretary prior te theeting at which
the action is to be taken. These requirements mesiymle shareholders from bringing matters befoeeshareholders
an annual or special meeting.

In addition, in our amended and restated certédicdtincorporation, we have elected not to be siltgethe provisions of

Section 203 of the Delaware General Corporation (the “DGCL”) regulating corporate takeovers utitié date on which W.
Keith Maxwell 1l no longer beneficially owns ing¢haggregate more than fifteen percent of the audstg Class A common stock
and Class B common stock. On and after such datevillvbe subject to the provisions of Section 203he DGCL.

In addition, certain change of control events hitneceffect of accelerating the payment due undeifaM Receivable Agreement,
which could be substantial and accordingly serva disincentive to a potential acquirer of our camp

Our amended and restated certificate of incorpomatidesignates the Court of Chancery of the Statdelaware as the sole a
exclusive forum for certain types of actions andgeeedings that may be initiated by our stockholdevkich could limit our
stockholder’ ability to obtain a favorable judicial forum fodisputes with us or our directors, officers, empéms or agents.

Our amended and restated certificate of incorpamatrovides that, unless we consent in writinghodelection of an alternative
forum, the Court of Chancery of the State of Delenaill, to the fullest extent permitted by applitalaw, be the sole and
exclusive forum for (i) any derivative action oopeeding brought on our behalf, (ii) any actioreassg a claim of breach of a
fiduciary duty owed by any of our directors, offiseemployees or agents to us or our stockhol@i@ysany action asserting a
claim against us or any director or officer or etbmployee of ours arising pursuant to any prowisibthe DGCL, our amended
and restated certificate of incorporation or ouabsg, or (iv) any action asserting a claim agairssor any director or officer or
other employee of ours that is governed by themadeaffairs doctrine, in each such case subjestithh Court of Chancery having
personal jurisdiction over the indispensable pamigmed as defendants therein. Any person or gntitthasing or otherwise
acquiring any interest in shares of our capitatlstoill be deemed to have notice of, and consetdethe provisions of our
amended and restated certificate of incorporatestdbed in the preceding sentence. This choiderom provision may limit a
stockholder’s ability to bring a claim in a juditfarum that it finds favorable for disputes with ar our directors, officers,
employees or agents, which may discourage suchultsaagainst us and such persons. Alternatively,dburt were to find these
provisions of our amended and restated certifiohtecorporation inapplicable to, or unenforceahbleespect of, one or more of
the specified types of actions or proceedings, \&g imcur additional costs associated with resohgngh matters in other
jurisdictions, which could adversely affect our iness, financial condition or results of operatic
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Future sales of our Class A common stock in the fialmarket could reduce our stock price, and anyditibnal capital raised
by us through the sale of equity or convertible ggties may dilute your ownership in us.

Subject to certain limitations and exceptions, Nui@emay exchange its Spark HoldCo units (togeth#r avcorresponding
number of shares of Class B common stock) for shafr€lass A common stock (on a one-éore basis, subject to conversion
adjustments for stock splits, stock dividends addassification and other similar transactions) #ash sell those shares of
Class A common stock. Additionally, we may issuditiohal shares of Class A common stock or conblertsecurities in
subsequent public offerings. We have 3,000,000tanudéng shares of Class A common stock and 10,08GQtstanding shares
Class B common stock. NuDevco owns 10,750,000 shar€lass B common stock, representing approxima@g 18% of our
total Class A and B common stock. All such sharegestricted from immediate resale under the fddcurities laws but may
be sold into the market in the future. NuDevco Rétaldings and NuDevco Retail are each a party tegistration rights
agreement with us that requires us to effect thesttion of their shares in certain circumstan&emhject to compliance with the
Securities Act or exemptions therefrom, employeay sell their shares into the public market.

We cannot predict the size of future issuancesiofddass A common stock or securities convertibte Class A common stock
the effect, if any, that future issuances or safeshares of our Class A common stock will havelenmarket price of our Class A
common stock. Sales of substantial amounts of tasCA common stock (including shares issued imeotion with an
acquisition), or the perception that such salesdcoccur, may adversely affect prevailing marketgs of our Class A common
stock. Our amended and restated certificate ofrpuration allows us to issue up to an additiond,280,000 shares of equity
securities, including securities ranking seniooto Class A common stock.

We will be required to make payments under the Receivable Agreement for certain tax benefits weyneéaim, and the
amounts of such payments could be significant.

We are party to a Tax Receivable Agreement withrlSpaldCo, NuDevco Retail Holdings and NuDevco Reféhis agreement
generally provide for the payment by us to NuDeot85% of the net cash savings, if any, in U.Sefad] state and local income
tax or franchise tax that we actually realize (@ deemed to realize in certain circumstancesgiiogs after our initial public
offering on August 1, 2014 as a result of (i) aay basis increase resulting from the purchase byk3pnergy, Inc. of Spark
HoldCo units from NuDevco Retail Holdings priordoin connection with the initial public offeringi) any tax basis increases
resulting from the exchange of Spark HoldCo urdtsshares of Class A common stock pursuant to plaek3Holdco LLC
Agreement (or resulting from an exchange of SpaskdBo units for cash pursuant to the Spark Holdc@ IAgreement) and

(i) imputed interest deemed to be paid by us essalt of, and additional tax basis arising framy payments we make under the
Tax Receivable Agreement. In addition, paymentsnake under the Tax Receivable Agreement will becimeed by any interest
accrued from the due date (without extensionshefcbrresponding tax return.

Spark Energy, Inc. may be required to defer ongyridefer any payment due to holders of rightdenthe Tax Receivable
Agreement in certain circumstances during the figar period commencing on October 1, 2014. Follgwire expiration of the
five-year deferral period, Spark Energy, Inc. Wi obligated to pay any outstanding deferred TRynimts. While this payment
obligation is subject to certain limitations, thaigation may nevertheless be significant and caaldersely affect our liquidity
and ability to pay dividends to the holders of @laiss A common stock.

The payment obligations under the Tax Receivabledment are our obligations and not obligationSprk HoldCo. For
purposes of the Tax Receivable Agreement, cashgsim tax generally are calculated by comparingastual tax liability to the
amount we would have been required to pay had wbeen able to utilize any of the tax benefits sabjo the Tax Receivable
Agreement. The term of the Tax Receivable Agreeroentinues until all such tax benefits have bedized or expired, unless
we exercise our right to terminate the Tax Recd&/&lgreement by making the termination payment iigelcin the agreement.
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The actual increase in tax basis, as well as thmiatand timing of any payments under the Tax Retdé Agreement, will vary
depending upon a number of factors, including itméng of the exchanges of Spark HoldCo units, thiegpof Class A common
stock at the time of each exchange, the extenhiohwsuch exchanges are taxable, the amount anthtioh the taxable income \
generate in the future and the tax rate then agdgkc and the portion of our payments under theReceivable Agreement
constituting imputed interest or depletable, dejptde or amortizable basis. We expect that the gaysithat we will be required
to make under the Tax Receivable Agreement couklibstantial.

The payments under the Tax Receivable Agreemehtatilbe conditioned upon a holder of rights untierTax Receivable
Agreement having a continued ownership interesitimer Spark HoldCo or us.

In certain cases, payments under the Tax Receivakdeeement may be accelerated and/or significargkceed the actue
benefits, if any, we realize in respect of the @tributes subject to the Tax Receivable Agreement.

If we elect to terminate the Tax Receivable Agrestnearly or it is terminated early due to certaergers or other changes of
control, we would be required to make an immediagment equal to the present value of the antieiphtture tax benefits
subject to the Tax Receivable Agreement, whichutation of anticipated future tax benefits will based upon certain
assumptions and deemed events set forth in th&k€agivable Agreement, including the assumptionwvleahave sufficient
taxable income to fully utilize such benefits ahdttany Spark HoldCo units that NuDevco or its pgea transferees own on the
termination date are deemed to be exchanged dertiménation date. Any early termination payment rhbaymade significantly in
advance of the actual realization, if any, of sfuthre benefits.

In these situations, our obligations under the Rageivable Agreement could have a substantial ivegatpact on our liquidity
and could have the effect of delaying, deferringmventing certain mergers, asset sales, otheisfof business combinations or
other changes of control due to the additionalsaation cost a potential acquirer may attributsatiisfying such obligations. For
example, if the Tax Receivable Agreement had beemihated immediately after our initial public affeg, the estimated
termination payment would be approximately $66.8ioni (calculated using a discount rate equal ®LtIBOR, plus 200 basis
points). The foregoing number is merely an estinaatdthe actual payment could differ materiallyeféhcan be no assurance tha
we will be able to finance our obligations under Tfax Receivable Agreement.

Payments under the Tax Receivable Agreement witldsed on the tax reporting positions that we agtermine. The holders of
rights under the Tax Receivable Agreement will neimburse us for any payments previously made utihdeFax Receivable
Agreement if such basis increases or other berafitsubsequently disallowed, except that excesngras made to any such
holder will be netted against payments otherwidaetonade, if any, to such holder after our deteation of such excess. As a
result, in such circumstances, we could make patsibat are greater than our actual cash tax ssviingny, and may not be al
to recoup those payments, which could adversegcadur liquidity.

We may issue preferred stock whose terms could esihhg affect the voting power or value of our Cla8scommon stock.

Our certificate of incorporation authorizes usdsuie, without the approval of our stockholders, @nmore classes or series of
preferred stock having such designations, preferitnitations and relative rights, including mmefnces over our Class A
common stock respecting dividends and distributiassour board of directors may determine. Thegdeyfrone or more classes or
series of preferred stock could adversely impaewbting power or value of our Class A common stéak example, we might
grant holders of preferred stock the right to eferhe number of our directors in all events orfenitappening of specified events
or the right to veto specified transactions. Simjlahe repurchase or redemption rights or ligtimapreferences we might assign
to holders of preferred stock could affect thedweal value of the Class A common stock.
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We incur increased costs as a result of being a lpubompany.

As a publicly traded company with listed equitysgiges, we are required to comply with laws, regidns and requirements,
including corporate governance provisions of thilb&aes-Oxley Act of 2002, and rules and regulatafrthe SEC and the
NASDAQ. Additional or new regulatory requirementayrbe adopted in the future. The requirements istiag and potentie
future rules and regulations increase our legalaating and financial compliance costs, make saatigities more difficult,
time-consuming or costly and may also place unthagnson our personnel, systems and resourceshvdoiold adversely affect
our business, financial condition and ability ty pvidends to the holders of our Class A commatlst

For as long as we are an emerging growth compang, will not be required to comply with certain regorg requirements,
including those relating to accounting standards @mlisclosure about our executive compensation, tapply to other public
companies.

In April 2012, President Obama signed into lawl@dS Act. We are classified as an “emerging graetnpany” under the
JOBS Act. For as long as we are an emerging groatipany, which may be up to five full fiscal yearslike other public
companies, we will not be required to, among othigs, (i) provide an auditor’s attestation repmritmanagement’s assessment
of the effectiveness of our system of internal oardver financial reporting pursuant to Sectiod@) of the SarbaneSxley Act,
(i) comply with any new requirements adopted by BCAOB requiring mandatory audit firm rotationsosupplement to the
auditor’s report in which the auditor would be rigqd to provide additional information about thel@and the financial
statements of the issuer, (iii) provide certaircltisure regarding executive compensation requiféarger public companies or
(iv) hold nonbinding advisory votes on executivenpensation. We will remain an emerging growth comydar up to five years,
although we will lose that status sooner if we hane than $1.0 billion of revenues in a fiscalryéave more than $700 million
in market value of our Class A common stock helahbg-affiliates, or issue more than $1.0 billiomoh-convertible debt over a
three-year period.

To the extent that we rely on any of the exempteavalable to emerging growth companies, you veitlaive less information
about our executive compensation and internal obatrer financial reporting than issuers that aseemerging growth
companies. If some investors find our common stodbe less attractive as a result, there may besadctive trading market for
our common stock and our stock price may be molaila

As a result of becoming a public company, we ardigdied to design and operate proper and effeciivernal control over
financial reporting and to report our financial reslts in a timely fashion. If our internal control ger financial reporting is
determined to be ineffective or we fail to meetdircial reporting deadlines, investor confidenceaar company, and our Class
A common stock price, may be adversely affec

We are required to comply with certain of the SEQiIgs that implement Section 404 of the SarbandseyOAct which require
management to certify financial and other informatin our quarterly and annual reports and proaigd@nnual management
report on the effectiveness of our internal contradr financial reporting commencing with our set@amnual report. This
assessment will need to include the disclosurepiaaterial weakness in internal control over ficiahreporting identified by ot
management and our independent registered puldlamating firm. A “material weakness” is a deficignor combination of
deficiencies, in internal control over financiapogting such that there is a reasonable possilbildy a material misstatement of
our annual or interim financial statements will betprevented or detected on a timely basis. Alsor to our initial public
offering, we were not previously required to prepquarterly financial statements, nor were we meglio generate financial
statements in the time frames mandated for publiepanies by the Commission’s reporting requirements

Our independent registered public accounting firithivat be required to formally attest to the etfeeness of our internal control
over financial reporting until the end of the fisgaar after we are no longer an “emerging grovaimpany” under the JOBS Act,
which may be for up to five fiscal years after toenpletion of our initial public offering.
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Upon our further review and analysis of informatietated to our unaudited interim condensed conabamal consolidated
financial statements as of and for the three moaised March 31, 2014, included in our previous w81 as filed with the
Securities and Exchange Commission, we identifreafg in our retail revenues and retail cost oereses due to inaccurate data
and assumptions used in estimating the recorded@isiof retail sales, retail costs of revenuesratated imbalances for the th
months ended March 31, 2014. We also determined the material weakness in our internal contvelrdinancial reporting as
of March 31, 2014 due to the lack of internal colstidesigned to ensure that estimated retail reesgraost of revenues and rele
imbalances are based on complete and accuratamdt@ssumptions on a timely basis.

We are continuing to implement further controlsriore precisely estimate and validate our recordéthated retail revenues,
retail cost of revenues and related imbalance$ Becember 31, 2014 in accordance with U.S. GAA® @ma timeline that
ensures we can prepare our financial statemerastiomely basis in compliance with reporting timesnunder the Exchange Act,
however, there is no guarantee that these corare|or will be, effective. We also believe thatweed to expand our accounting
resources, including the size and expertise ofrdarnal accounting team, to effectively executpiarterly close process on an
appropriate time frame for a public company. Ingkient that our internal control over financialogpmg is perceived as
inadequate, or that we are unable to produce tilmedccurate financial statements, investors msg tmnfidence in our operating
results and the trading price of our Class A comistogk could decline.

Our amended and restated certificate of incorpomatilimits the fiduciary duties of one of our direats and certain of our
affiliates and restricts the remedies availabledar stockholders for actions taken by Mr. Maxwelt oertain of our affiliates
that might otherwise constitute breaches of fidugiaduty.

Our amended and restated certificate of incorpamatontains provisions that we renounce any intémesxisting and future
investments in other entities by, or the businggsdunities of, NuDevco Partners, LLC, NuDevcotRenrs Holdings, LLC and
W. Keith Maxwell I, or any of their officers, dictors, agents, shareholders, members, affilist@sabsidiaries (other than a
director or officer of the Company who is preseraacdpportunity solely in his capacity as a directoofficer). Because of this
provision, these persons and entities have no atidig to offer us those investments or opportusiti|t are offered to them in ¢
capacity other than solely as an officer or direofathe Company. If one of these persons or estpursues a business
opportunity instead of presenting the opporturdstyhie Company, we will not have any recourse agiginsh person or entity for a
breach of fiduciary duty.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties
Information regarding our properties is includedltem 1. Business and Properties” above.

Item 3. Legal Proceedings

We are the subject of lawsuits and claims arigintpeé ordinary course of business from time to tiManagement cannot predict
the ultimate outcome of such lawsuits and claimkil&\the lawsuits and claims are asserted for atsahat may be material
should an unfavorable outcome occur, managemestmmtecurrently expect that these matters will heaveaterial adverse effect
on our financial position or results of operatioBee Note 10 to the audited combined and consetidatancial statements, whi
are incorporated herein by reference to Partdil8 “Financial Statements and Supplementary Dattiis Form 10-K.

Iltem 4. Mine Safety Disclosures.

Not applicable
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

We completed our initial public offering on August2014. Our Class A common stock began tradinthemMNASDAQ Global
Select Market on July 29, 2014.

Our Class A common stock is traded on the NASDAQb@l Select Market under the symbol “SPKE”. On Nta2d, 2015, the
closing price of our stock was $14.44, and we heallwlder of record of our Class A common stocktarailholders of record of
our Class B common stock, excluding stockholdersvitom shares are held in “nominee” or “street namke following table
presents the high and low sales prices for clogiagket transactions as reported on the NASDAQHerperiods presented.

Range of Market Prices

Quarter Ended Low High
September 30, 2014 (beginning July 29, 2014) 15.77 17.9¢
December 31, 2014 13.0€ 17.72

Dividends

We declared a dividend on our Class A common std&0.2404 per share (prorated from the date otkbging of our initial
public offering through September 30, 2014) on Noler 11, 2014 for the third quarter of 2014, whigks paid on December 1
2014 to holders of the Class A common stock asavefber 28, 2014.

We declared a dividend on our Class A common stb&0.3625 per share on February 16, 2015 fordaheli quarter of 2014,
which was paid on March 16, 2015 to holders ofGhess A common stock as of March 2, 2015.

We intend to pay a cash dividend each quarter lideh® of our Class A common stock to the extenhesxe cash available for
distribution to do so.

Issuer Purchases of Equity Securities
We have not repurchased any equity securities sincenitial public offering, which closed on Augus 2014.
Recent Sales of Unregistered Equity Securities

We have not sold any unregistered equity secuutigigg the period ended December 31, 2014, ottzar &s previously reported.
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Stock Performance Graph

The following graph compares, since the initial [pbffering, the monthly performance of our Cldssommon stock to the
NASDAQ Composite Index (NASDAQ Composite) and tr@aDRJones U.S. Utilities Index (IDU). The chart asss that thi
value of the investment in our Class A common stoolt each index was $100 at August 1, 2014, anclhdividends were
reinvested. The stock performance shown on thehdgoafow is not indicative of future price perforncan
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The performance graph above and related informatiati not be deemed “soliciting material” or to“fiked” with the SEC, nor
shall such information be incorporated by referente any future filing under the Securities Acttbe Exchange Act, except to
the extent that we specifically incorporate by refee.

Item 6. Selected Financial Data

The following table sets forth selected historig@ncial information for each of the years in theee year period ended
December 31, 2014. Selected financial data is pteddor the three years in accordance with thertem requirements
applicable to the Company as an “emerging growthgamy”.

This information is derived from our combined amasolidated financial statements and should beireadnjunction with
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” and “Finan8&i@tements and
Supplementary Data”.
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Year Ended December 31,

(in thousands, except per share and volumetric)data 2014 2013 2012
Statement of Operations Data:
Revenues:

Retail revenues (including retail revenues—affdmof $2,170, $4,022 and $1,382 for the years

ended December 31, 2014, 2013 and 2012, respgptivel $ 320,55¢ % 316,77¢ $ 380,19¢

Net asset optimization revenues (expenses) (inojudsset optimization revenues-affiliates of

$12,842, $14,940 and $8,334 for the years endedibieer 31, 2014, 2013 and 2012, respectivel

and asset optimization revenues affiliates cosewénues of $30,910, $15,928 and $568 for the

ended December 31, 2014, 2013 and 2012, respsptivel 2,31¢ 314 (1,136

Total Revenues 322,87t 317,09( 379,06:
Operating Expenses:
Retail cost of revenues (including retail costefanues-affiliates of $13, $55 and $254 for theyea

December 31, 2014, 2013 and 2012) 258,61t 233,02t 279,50¢
General and administrative (including general ahtliaistrative expense-affiliates of less than $1
less than $100 and $800 for the years ended Dece3tth2014, 2013 and 2012, respectively) 45,88( 35,02( 47,32
Depreciation and amortization 22,22: 16,21¢ 22,79¢
Total Operating Expenses 326,71 284,26 349,62:
Operating (loss) income (3,847 32,82¢ 29,44(
Other (expense)/income:
Interest expense (1,57¢ (1,719 (3,369
Interest and other income 263 353 62
Total other expenses (1,315 (1,36)) (3,309
(Loss) income before income tax expense (5,156 31,46¢ 26,13¢
Income tax expense (897) 56 46
Net (loss) income (4,265 31,41: 26,09:¢
Less: Net (loss) income attributable to non-colitrglinterests (4,217 — —
Net (loss) income attributable to Spark Energy, #tockholders $ 54 $ 31,41: $ 26,09:
Other comprehensive (loss) income:
Deferred gain (loss) from cash flow hedges — 2,62( (10,249
Reclassification of deferred gain (losshiroash flow hedges into net income — (84) 17,94:
Comprehensive (loss) income $ (4,267 $ 33,94¢ $ 33,79:

Net loss income attributable to Spark Energy, pss.share of Class A common stock

Basic $ (0.02) N/A(1) N/A(L)
Diluted $ (0.02) N/A(1) N/A(1)
Weighted average common shares outstanding N/A(1) N/A(1)
Basic 3,00( N/A(1) N/A(L)
Diluted 3,00( N/A(1) N/A(1)

Balance Sheet Data:

Current assets $ 105,98¢ $ 101,29: $ 104,24¢
Current liabilities $ 92,81t % 73,14: $ 67,297
Total liabilities and equity $ 138,39° % 109,07 $ 129,27¢
Cash Flow Data:

Cash flows from operating activities $ 587/ $ 44,480 $ 44,07¢
Cash flows used in investing activities $ (3,040 $ (1,487 $ (1,649
Cash flows used in financing activities $ (5,669 $ (42,369 $ (39,909
Other Financial Data:

Adjusted EBITDA (2) $ 11,32 $ 3353. $ 40,65¢
Retail gross margin (2) $ 76,94: % 81,66¢ $ 93,21¢
Distributions paid to Class B non-controlling undlders and dividends paid to Class A common

shareholders $ (3,305 % — —

Other Operating Data:



Customers (thousands) 31¢ 211 237
Natural gas volumes (MMBtu) 15,724,70 16,598,75 17,527,25
Electricity volumes (MWh) 1,526,65. 1,829,65 2,698,08.

(1) EPS and other per share data is not meanipgful to the Company's initial public offering, efive August 1, 2014, as the Company operatedrungele-member
ownership structure.

(2) Adjusted EBITDA and retail gross margin are #@®AAP financial measures. For a definition and resiigation of each of Adjusted EBITDA and retailogs margin to their
most directly comparable financial measures caledland presented in accordance with GAAP, plesséManagement's Discussion and Analysis of Firri@ondition and
Results of Operations-How We Evaluate Our Operation
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ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with the combined and
consolidated financial statements and the relate@s thereto included elsewhere in this reporthia report, the terms “Spark Energy,”
“Company,” “we,” “us” and “our” refer collectively to (i) the combined business and assets of thd rettural gas business and asset
optimization activities of Spark Energy Gas, LL@ dme retail electricity business of Spark EneigyC before the completion of our corpor
reorganization in connection with the initial pubbffering of Spark Energy, Inc., which closed aigést 1, 2014 (the “Offering”) and (ii)
Spark Energy, Inc. and its subsidiaries as of tifilei@g and thereafter.

Overview

We are a growing independent retail energy serngoesgpany first founded in 1999 that provides resiidé and commercial
customers in competitive markets across the UrStates with an alternative choice for their natges and electricity. We
purchase our natural gas and electricity supplmnfeovariety of wholesale providers and bill ourtonsers monthly for the
delivery of natural gas and electricity based airtbonsumption at either a fixed or variable-pridatural gas and electricity are
then distributed to our customers by local regdaitidlity companies through their existing infragtture. As of December 31,
2014, we operated in 46 utility service territoraesoss 16 states.

Our business consists of two operating segments:

» Retail Natural Gas Segme. We purchase natural gas supply through physicFiaancial transactions with market
counterparts and supply natural gas to residesidlcommercial consumers pursuant to fixed-priagable-price and
flat-rate contracts. For the years ended Decemhe2(BL4, 2013 and 2012, approximately 45%, 39%329d,
respectively, of our retail revenues were derivedifthe sale of natural gas. We also identify whalle natural gas
arbitrage opportunities in conjunction with ouraieprocurement and hedging activities, which wierr¢o as asset
optimization.

» Retail Electricity Segmel. We purchase electricity supply through physical inancial transactions with market
counterparts and 1SOs and supply electricity tadeggial and commercial consumers pursuant to fixéck and variable-
price contracts. For the years ended December3¥, 2013 and 2012, approximately 55%, 61% and 688%pectively,
of our retail revenues were derived from the séldextricity.

Spark Energy, Inc. was formed in April 2014 andydms historical financial operating results fog thortions of the periods
covered by this report that are subsequent toltsing of the Offering on August 1, 2014. The fallag discussion analyzes our
historical combined financial condition and reswit®perations before the Offering, which is thenbined businesses and assets
of the retail natural gas business and asset ggattian activities of Spark Energy Gas, LLC (“SE@f)d the retail electricity
business of Spark Energy, LLC (“SE”) and the coidstéd results of operations and financial conditd Spark Energy, Inc. and
its subsidiaries after the Offering. SE and SEGaeeoperating subsidiaries through which we hashcally operated our retail
energy business and were commonly controlled byévegb Partners, LLC prior to the Offering.
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Drivers of our Business

Customer Growth

% Annual
Retall Retail Natural Increase
(In thousands) Electricity Gas Total (Decrease)
Customers at 12/31/2011 21C 10¢ 31¢
Additions 50 32 82
Attrition 11€ 46 164
Customers at 12/31/2012 14z 9t 237 (26)%
Additions 34 31 6t
Attrition 55 36 91
Customers at 12/31/2013 121 9C 211 (11D)%
Additions 94 18¢ 28¢
Attrition 70 10€ 17¢
Customers at 12/31/2014 14E 17¢ 31¢ 51%

Customer growth is a key driver of our operatid'® attempt to grow our customer base by offerirgfja@uers competitive
pricing, price certainty or green product offeringée manage growth on a market-by-market basisebgldping price curves in
each of the markets we serve and comparing theangprices to the price the local regulated utiktyffering. We then determine
if there is an opportunity in a particular markaséd on our ability to create a competitive producéconomic terms that satisfies
our profitability objectives and provides customalue. We develop marketing campaigns using a coatioh of sales channels,
with an emphasis on door-to-door marketing andaurtid telemarketing given their flexibility and lustal effectiveness. We
identify and acquire customers through a varietgdifitional sales channels, including our inboumst@mer care call center,
online marketing, email, direct mail, affinity pn@gns, direct sales, brokers and consultants. Odketiag team continuously
evaluates the effectiveness of each customer atignishannel and makes adjustments in order teesetdesired growth and
profitability targets.

Our 51% net customer growth in 2014 reflects therall success of our marketing campaigns relaunchét second half of
2013 that continued throughout 2014. Although wendbexpect growth to continue at these levelsamecommitted to growing
and diversifying our customer base through changiagket conditions. The 2014 growth was primarilgamic but includes two
acquisitions of customer contracts in ConnectiSee Note 14 to the Company’s audited combined angatidated financial
statements for a discussion of these acquisitions.

In 2012, our previous owner made the determindtdnvest excess cash flows from our operatiorathier affiliated businesses.
As a result, we significantly reduced our spendingcustomer acquisition costs, including completeégontinuing some
marketing channels, and focused our efforts orgnating and optimizing our existing expanded cusgiobase. As such, our
customer attrition out-paced additions and ouramast count was reduced by 26%. In mid-2013, we ihegactivating our
marketing channels and reinvested in customer aitigmis. By late 2013 the customer book was inéngdsut ended 2013 down
from 2012 by 11%.

Customer Acquisition Spending

(In thousands) Year Ended 12/31/14 Year Ended 12/31/13 Year Ended 12/31/12
Total Customer Acquisition Spending $ 26,19. $ 8,251 $ 6,32:
Without Southern California 16,35¢ 8,251 6,32:
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Management of customer acquisition costs is a keyponent to our profitability. We attempt to mainta disciplined approach
to recovery of our customer acquisition costs witthéfined periods. We capitalize and amortize aigtamer acquisition costs
over a two year period, which is based on the exgeaverage length of a customer relationship. &¢eof in the recovery of
customer acquisition costs in determining whichkets we enter and the pricing of our products eséhmarkets. Accordingly,
our results are significantly influenced by ourtonser acquisition spending. Customer acquisitie@nsiing per customer in 2014
is in line with historical experience and managenaxpectations.

We invested $9.8 million acquiring customers in thetn California in 2014, or approximately 37% offal customer acquisitit
costs of $26.2 million in 2014. Given the abnormydiigh early termination and disconnect for mmayment attrition rates \
faced in this market, this expenditure yielded sigantly less net customer growth than in our ottmarkets. As a result, we h
determined that a portion of our unamortized céipéd customer acquisition costs in Southern Califoin 2014 have be
impaired, and we accelerated amortization of treests by $6.5 million for the year ended Decembr 2014 to reflect tt
estimated future cash flows of the Southern Calibocustomer contracts.

The $16.4 million customer acquisition costs owsimf Southern California were invested in acquirgs and electrici
customers across our various other markets withaoas that met or exceeded our targeted retuastimds.

In 2012, our previous owner made the determindtidnvest excess cash flows from our operatiorathier affiliated businesses.
As a result, we significantly reduced our spendingustomer acquisition costs, including completibgontinuing some
marketing channels, and focused our efforts orgating and optimizing our existing expanded cusiobase. In mid-2013, we
began reactivating our marketing channels and esited in customer acquisitions resulting in andase in customer acquisition
costs in 2013.

Our Ability to Manage Customer Attrition

Year Ended 12/31/14 Year Ended 12/31/13 Year Ended 12/31/12
Total Attrition 5.5% 3.€% 4.€%
Without Southern California 4.€% 3.6% 4.€%

Customer attrition is primarily due to: (i) custonigitiated switches; (ii) residential moves ang @lisconnection for customer
payment defaults. Our rate of attrition during 2@igteased significantly due to higher than expkctestomer attrition in the
Northeast due to extreme weather patterns expededaring the 201-2014 winter season. Additionally, we saw high esglyure
attrition and disconnects for ngrayment in the Southern California gas market whereffered flat and fixed rate gas produc
a largely unpenetrated and minimally competitivekaa Finally, as expected, we experienced earyre churn in several
markets where we aggressively relaunched our magkefforts in late 2013 and 2014. We anticipatst fjuarter 2015 attrition to
remain at elevated levels before returning to nmar@nal levels as the elevated levels of attrito®outhern California portfolio
continue due primarily to disconnects for non-pagtn8ee'— Southern California Market Entrybelow for a more detailed
discussion of our attrition rates in Southern @afifa.

Customer attrition in 2013 was benefited by theimal customer acquisition spending throughout 281@ most of 2013 as early
tenure attrition was negligible. However, the ollerastomer count continued to shrink until the keding channels were
relaunched in late 2013. Customer attrition in 20/&3 slightly elevated compared to 2011 levelstdube large number of
customer additions in 2011, when the customer ge=e by approximately 63%, or 123,000 customers.
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Customer Credit Risk

12/31/2014 12/31/2013 12/31/2012
Total Non-POR Bad Debt as % of Revenue 5.7% 1.8% 1.1%
Total Non-POR Bad Debt as % of Revenue, excluding
Southern California 3.2% 1.8% 1.1%

In many of the utility service territories where w@nduct business, purchase of receivables (“P@R§rams have been
established, whereby the local regulated utilifieisf services for billing the customer, collectpayment from the customer and
remitting payment to us. This service results ibssantially all of our credit risk being linked tiwe applicable utility and not to ¢
end-use customer in these territories. ApproxingatdPbo, 47% and 55% of our retail revenues werevddrfrom territories in
which substantially all of our credit risk was ditlg linked to local regulated utility companiesaDecember 31, 2014, 2013 anc
2012, respectively, all of which had investmenidgraatings as of such date. During the same penealpaid these local
regulated utilities a weighted average discouratpgfroximately 1.0% of total revenues for custonmedit risk protection. In
certain of the POR markets in which we operateuthigies limit their collections exposure by retang the ability to transfer a
delinquent account back to us for collection wheltections are past due for a specified periodulf collection efforts are
unsuccessful, we return the account to the locallaged utility for termination of service. Undéese service programs, we are
exposed to credit risk related to payment for sewirendered during the time between when the mests transferred to us by
the local regulated utility and the time we rettlva customer to the utility for termination of see; which is generally one to two
billing periods. We may also realize a loss ondixgice customers in this scenario due to thetfettwe will have already fully
hedged the customer’s expected commodity usagbddife of the contract.

In non-POR markets (and in POR markets where weahagse to direct bill our customers), we managocner credit risk
through formal credit review in the case of comrarcustomers, and credit screening, depositspdisection for non-payment
and collection efforts in the case of residentiestomers.

Our bad debt expense for the year ended Decemb&034, 2013 and 2012 was approximately 5.7%, 16661.1% of non-POR
market retail revenues, respectively. Bad debt es@das increased in 2014 as a result of sevetat$aone of which was our
focus on customer acquisition in the Southern Galia gas market in which we bear customer crégkt A larger than
anticipated percentage of new customers in thiketdrave been terminating service between 30 ardth96 of coming on flow «
have not been paying their invoices resulting gtdinnect for non-payment, which has left the Com@dtempting to recoup one
to three months of outstanding balances from thastomers. Our ability to manage customer cresltin this market is primari
through disconnection and aggressive collectiooreff Seé— Southern California Market Entiybelow. Bad debt expense
attributable to the Northeast Region has also aszé in 2014 as we have experienced greater dificucollecting higher than
normal bills from commercial and residential cuséosifollowing the extreme weather patterns in thgton during the 2014
winter season.

We recorded accounts receivable, net of allowaiocgion-POR markets of $24.6 million and $24.8 imillfor the years ended
December 31, 2014 and 2013, respectively. As oebBéer 31, 2014 and 2013, we had recorded accaods/able, net of
allowance, of $0.9 million and zero for SouthernifGmia.

Our bad debt expense in 2013 and 2012 was in litreimdustry averages and primarily resulted froaxds, which was our
largest non-POR market during both years.

Southern California Market Entry

The Companys results for 2014 were negatively impacted by market entry into Southern California. Startingtie secon
guarter of 2014 we accelerated our growth by asgyicarbon neutral gas customers in Southern @ali#o Although we wel
successful in our acquisition of customers, the paign faced significant challenges. These challgrgsulted in higher th
estimated customer attrition and bad debt expafiseattribute our high customer
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attrition and norpayment rates in the Southern California gas madkebnfusion and lack of awareness by consumeas iearl
stage competitive market that is also a “dual bitlarket for which customers receive two bills, oranf the local distributic
utility for delivery and one from the retail energyovider for the product. These factors were eszated by the lack of .
immediate savings from the utility price as theduas that we are offering provided carbon natges at a neutral fixed pri
rather than an immediate savings claim. As a result monthly attrition in the Southern Califorrgas market averaged 11.
during the time we were actively marketing ther@r{A2014 to December 2014), as compared to anageeattrition rate of 4.8
for the rest of the Compars/’markets during 2014. Our bad debt expense inntiaigket is heavily impacted by early st
customer attrition and ngpayment rates. As noted above, a much larger thoigated percentage of new customers in
market terminated or had their services discondeftte nonpayment between 30 and 90 days of coming on flovchwvhas let
the Company attempting to recoup one to three nsoothoutstanding balances from these customers.aBiity to manag
customer credit risk in this market is primarilydbgh disconnection and aggressive collection &ff@ur bad debt expense in
Southern California gas market during 2014 was $4ilBon, or an average of 51.0%, as compared td $illion, or an averag
of 3.2%, for all other markets.

During the third quarter, we began responding éoittitial negative results in the Southern Califargas market by reducing
customer acquisition spending in this market, rgyiamour products, renegotiating our compensatinrcgire with our primary
sales vendor, and increasing our efforts to tia@vendor and educate the customer, all with tlad @fdmproving the overall
economics for this market. By the end of the tlgjuérter, we had significantly reduced customer &itipn spending as the
mitigation efforts taken in the quarter were naiiding the desired results. In the fourth quante,took further steps to reduce
our sales in Southern California, such that we tautisilly ceased marketing efforts by the end efythar. We continue to focus
our efforts on aggressive collection initiativese Wvested $9.8 million acquiring customers in &eu California in 2014, or
approximately 37% of total customer acquisitionrgpeg of $26.2 million in 2014. We have determirtieat a portion of our
unamortized customer acquisition costs in Soutalifornia in 2014 has been impaired, resultingéoelerated amortization of
these costs of $6.5 million during the year endeddinber 31, 2014. Additionally, although marketffgrts in Southern
California substantially ceased by the end of 204y customers continue to come on-flow in the fitsarter of 2015. We
anticipate attrition and bad debt expense to remigin during the first quarter of 2015 as a resfithese issues.

Weather Conditions

Weather conditions directly influence the demandhfatural gas and electricity and affect the prigiesnergy commaodities. Our
hedging strategy is based on forecasted custoneegensage, which can vary substantially as atre$weather patterns
deviating from historical norms. We are particytasénsitive to this variability because of our entrsubstantial concentration ¢
focus on growth in the residential customer segrirewhich energy usage is highly sensitive to weationditions that impact
heating and cooling demand. The extreme weath&rpatduring the 2013 and 2014 winter season caxgsachodity demand ai
prices to rise significantly beyond industry forstsa As a result, the retail energy industry gdhyecharged higher prices to its
variable-price customers resulting in increasettiatt and bad debt expense and was subject teedsed margins on fixed-price
contracts due to unanticipated increases in volicngéémand that had to be purchased in the spdtenat high prices. Our rest
during the first quarter of 2014 suffered as altasfuthis severe weather abnormality. After thstfiquarter 2014 extreme weather
conditions, our major markets returned to histémeams for the remainder of the year.

Asset Optimizatio

Our natural gas business includes opportunisticsaretions in the natural gas wholesale marketptacenjunction with our retail
procurement and hedging activities. Asset optintmappportunities primarily arise during the wintexating season when dem
for natural gas is the highest. As such, the ritgjof our asset optimization profits are madehia winter. Given the opportunis
nature of these activities we experience variaghbifitour earnings from our asset optimization atiés from year to year. As these
activities are accounted for using mark-to-markepanting, the timing of our revenue recognitiotenfdiffers from the actual
cash settlement.
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During 2014, we were obligated to pay demand clsaof@pproximately $2.8 million under certain loiegm legacy
transportation assets that our predecessor egtityired prior to 2013. Although these demand paymetil decrease over time,
the related capacity agreements extend through. 2B828 asset optimization results were a gain o3 $allion, a gain of $0.3
million and a loss of $1.1 million for the year eddDecember 31, 2014, 2013 and 2012, respectpeigarily due to arbitrage
opportunities we captured during the extreme wegihttern in the Northeast during the first quadi#set by our legacy capacity
charges.

Factors Affecting Comparability of Historical Financial Results

Tax Receivable Agreementhe Tax Receivable Agreement between us and NuDieetail Holdings, LLC, NuDevco Retalil,
LLC and Spark HoldCo provides for the payment bar®fnergy, Inc. to NuDevco Retail Holdings of 86%he net cash
savings, if any, in U.S. federal, state and logabime tax or franchise tax that Spark Energy, dotually realizes (or is deemed to
realize in certain circumstances) in periods afterOffering as a result of (i) any tax basis iases resulting from the purchase
Spark Energy, Inc. of Spark HoldCo units from NuBewRetail Holdings prior to or in connection wittetOffering, (ii) any tax
basis increases resulting from the exchange okSpaldCo units for shares of Class A common stasispant to the exchange
right set forth in the limited liability company i@gment of Spark HoldCo (or resulting from an excjeaof Spark HoldCo units
for cash under the Spark HoldCo limited liabiligreement) and (iii) any imputed interest deemdaktpaid by us as a result of,
and additional tax basis arising from, any paymeamsnake under the Tax Receivable Agreement. litiaddpayments we mal
under the Tax Receivable Agreement will be incrddseany interest accrued from the due date (witkatensions) of the
corresponding tax return. We have recorded 85%eéestimated tax benefit as an increase to amgpagtble under the Tax
Receivable Agreement as a liability. We will retthie benefit of the remaining 15% of these taxragsi

Executive Compensation Prograr On August 1, 2014, we granted restricted stocksuniour employees, non-employee
directors, and certain employees of our affiliatd® perform services for us under our long-terneiriive plan. The initial
restricted stock unit awards generally vest ratablyr approximately one, three or four years cormuimgnMay 4, 2015 and
include tandem dividend equivalent rights that webkt upon the same schedule as the underlyingcteststock unit.

Financing. The total amounts outstanding under our Seventbrslad Credit Agreement as of December 31, 2013iatidhe
Offering included amounts used to fund equity disiions to our common control owner to fund opera of an affiliated
company. As such, historical borrowings under aanedith Amended Credit Agreement may not providacirate indication of
what we need to operate our natural gas and aiggtbiusiness. Concurrently with the closing of @iering, we entered into a
new $70.0 million Senior Credit Facility, and thev&nth Amended Credit Agreement was terminated.
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How We Evaluate Our Operations

Year Ended December 31,

(in thousands) 2014 2013 2012
Adjusted EBITDA $ 11,32 % 33,53 $ 40,65¢
Retail Gross Margin $ 76,94¢ 3 81,66¢ $ 93,21¢

Adjusted EBITD/ We define “Adjusted EBITDA” as EBITDA less (i) stomer acquisition costs incurred in the curremioge
(i) net gain (loss) on derivative instruments, diiiji net current period cash settlements on ddixe instruments, plus (iv) non-
cash compensation expense and (v) other non-cashtom items. EBITDA is defined as net income g)dsefore provision for
income taxes, interest expense and depreciatioamodtization. We deduct all current period custoagguisition costs in the
Adjusted EBITDA calculation because such costeotfh cash outlay in the year in which they arerired, even though we
capitalize such costs and amortize them over tveosym accordance with our accounting policies. déauction of current period
customer acquisition costs is consistent with ha@vmanage our business, but the comparability ofigtdfl EBITDA between
periods may be affected by varying levels of cugioatquisition costs. For example, our AdjustedTEBA is lower in years of
customer growth reflecting larger customer acgoisispending. We deduct our net gains (losseskxonative instruments,
excluding current period cash settlements, fromAttligsted EBITDA calculation in order to remove then-cash impact of net
gains and losses on derivative instruments. Wedssoct non-cash compensation expense as a résedtiocted stock units that
are issued under our long-term incentive plan.

We believe that the presentation of Adjusted EBITjrAvides information useful to investors in assessur liquidity and
financial condition and results of operations dmat Adjusted EBITDA is also useful to investorsadiancial indicator of a
company’s ability to incur and service debt, payidinds and fund capital expenditures. AdjustedTER\ is a supplemental
financial measure that management and externad o$@ur combined and consolidated financial states) such as industry
analysts, investors, commercial banks and ratiemeigs, use to assess the following:

e our operating performance as compared to othielighy traded companies in the retail energy indyswvithout regard to
financing methods, capital structure or histormadt basis;

» the ability of our assets to generate earningscsesfit to support our proposed cash dividends

» our ability to fund capital expenditures (includiogstomer acquisition costs) and incur and seheds

Retail Gross Margin We define retail gross margin as operating inc@oss) plus (i) depreciation and amortization exgesnand
(i) general and administrative expenses, lessdfilasset optimization revenues, (ii) net gainss@s) on non-trading derivative
instruments, and (iii) net current period cashieseients on non-trading derivative instruments. Rgtass margin is included as a
supplemental disclosure because it is a primarfppaance measure used by our management to deteth@rperformance of o
retail natural gas and electricity business by ndmgpthe impacts of our asset optimization actgtand net non-cash income
(loss) impact of our economic hedging activities.ak indicator of our retail energy business’ opeggperformance, retail gross
margin should not be considered an alternativertajore meaningful than, operating income (logs)most directly comparable
financial measure calculated and presented in daoce with GAAP.

The GAAP measures most directly comparable to AdgiEBITDA are net income (loss) and net cash plexiby operating
activities. The GAAP measure most directly compkerad Retail Gross Margin is operating income (Jo€aur non-GAAP
financial measures of Adjusted EBITDA and Retaib&r Margin should not be considered as alternatovast income (loss), net
cash provided by operating activities, or operatitggme (loss). Adjusted EBITDA and Retail Grossriyla are not presentations
made in accordance with GAAP and have importantdimons as analytical tools. You should not coasidldjusted EBITDA or
Retail Gross Margin in isolation or as a substifoteanalysis of our results as reported under GABétause Adjusted EBITDA
and Retail Gross Margin exclude some, but noitalips that affect net income (loss) and net cashiged by operating activities,
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and are defined differently by different compariesur industry, our definition of Adjusted EBITD&nd Retail Gross Margin
may not be comparable to similarly titted measwfesther companies.

Management compensates for the limitations of Adpi&BITDA and Retail Gross Margin as analyticalsdy reviewing the

comparable GAAP measures, understanding the diitesebetween the measures and incorporating tla¢seaints into
management’s decision-making process.

The following table presents a reconciliation ofidgled EBITDA to net (loss) income for each of gegiods indicated.

Year Ended December 31,

(in thousands) 2014 2013 2012

Reconciliation of Adjusted EBITDA to Net (Loss) Inome:

Net (loss) income $ (4,265 $ 3141 $ 26,09:
Depreciation and amortization 22,22 16,21°* 22,79¢
Interest expense 1,57¢ 1,714 3,36:
Income tax expense (897) 56 4€

EBITDA 18,64: 49,39° 52,29
Less:

Net, Gains (losses) on derivative instruments
(14,535 6,56 (21,489
Net, Cash settlements on derivative instruments
(3,479 1,04( 26,80:
Customer acquisition costs 26,19 8,251 6,322
Plus:
Non-cash compensation expense 85¢ — —
Adjusted EBITDA $ 1132« $ 3353 $ 40,65¢

The following table presents a reconciliation ofiésled EBITDA to net cash provided by operatingvétés for each of the
periods indicated.

Year Ended December 31,

(in thousands) 2014 2013 2012
Reconciliation of Adjusted EBITDA to net cash provided by operating
activities:
Net cash provided by operating activities $ 587/ $ 44,48( $ 44,07¢
Amortization and write off of deferred financingste (631) (67¢) (919)
Allowance for doubtful accounts and bad debt expens (10,164 (3,100 (1,83%)
Interest expense 1,57¢ 1,714 3,367
Income tax (benefit) expense (897) 56 46
Changes in operating working capital
Accounts receivable, prepaids, current assets 13,33: (17,790 (22,737
Inventory 3,711 59¢ (3,447)
Accounts payable and accrued liabilities (2,46€) 7,87¢ 12,68¢
Other 981 374 (582)
Adjusted EBITDA $ 11,32« $ 3353! $ 40,65¢
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The following table presents a reconciliation otafleGross Margin to operating (loss) income focleaf the periods indicated.

Year Ended December 31,

(in thousands) 2014 2013 2012

Reconciliation of Retail Gross Margin to Operating(Loss) Income:

Operating (loss) income $ (3,84)) $ 32,82¢ $ 29,44
Depreciation and amortization 22,22 16,21°* 22,79t
General and administrative 45,88( 35,02( 47,32:
Less:

Net asset optimization revenue 2,31¢ 314 (1,13¢)
Net, Gains (losses) on non-trading derivative ursgnts (8,71 1,42¢ (19,016
Net, Cash settlements on non-trading derivativeunsents (6,28¢) 658 26,48¢
Retail Gross Margin $ 7694 $ 8166 $  93,21¢

Combined and Consolidated Results of Operations

Year Ended December 31, 2014 Compared to Year Hddeember 31, 2013

In Thousands Year Ended December 31,
2014 2013 Change

Revenues:

Retail revenues $ 320,55¢ $§ 316,77t $ 3,782

Net asset optimization revenues 2,31¢ 314 2,00
Total Revenues 322,87t 317,09( 5,78¢
Operating Expenses:

Retail cost of revenues 258,611 233,02t 25,59(

General and administrative 45,88( 35,02( 10,86(

Depreciation and amortization 22,22: 16,21¢ 6,00¢

Total Operating Expenses 326,71 284,26: 42,45¢

Operating (loss) income (3,84 32,82¢ (36,670

Other (expense)/income:

Interest expense (1,57¢) 1,719 13€
Interest and other income 267 352 (90)

Total other (expenses)/income (1,315 (1,36)) 46
(Loss) income before income tax expense (5,15¢) 31,46¢ (36,629

Income tax (benefit) expense (891) 56 (947)
Net (loss) income $ (4,265 $ 31,41 $ (35,67)
Adjusted EBITDA®™ $ 1132« $ 33,53 $ (22,209
Retail Gross Margit? $ 7694 $ 81,66¢ $ (4,72
Customer Acquisition Costs $ 26,190 % 8,251 $ 17,93¢
Customer Attrition 5.5% 3.6% 1.9%
Distributions paid to Class B non-controlling uhndlders and dividends paid to
Class A common shareholders $ 3,308 $ — $ 3,30t

@ Adjusted EBITDA and Retail Gross Margin are non-GAfinancial measures. See “How We Evaluate Our @jors” for a
reconciliation of Adjusted EBITDA and Retail Grdgsrgin to their most directly comparable finangiaasures presented in
accordance with GAAP.
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Total RevenuesTotal revenues for the year ended December 34 @@te approximately $322.9 million , an increake o
approximately $5.8 million , or 2% , from approxitaly $317.1 million for the year ended DecemberZ11,3 . This increase was
primarily due to overall higher customer pricing@ss both commodities, in part due to increaseglguwsts, which resulted in
an increase in total revenues of $38.1 millionye$ as a $2.0 million increase in net asset oatidn revenues. This increase
was offset by a decrease of $34.3 million due &iamer sales volumes which were lower, primarilg ttuthe shift of the
concentration of our marketing efforts from comniercustomers to residential customers.

Net Asset Optimization Reveni. Net asset optimization revenues for the year @fteember 31, 2014 were approximately $2.
million , an increase of approximately $2.0 millipar 667% , from $0.3 million in the prior yeahi$ increase was primarily due
to physical gas arbitrage opportunities in the Neast that arose due to extreme winter weathelitgmmslin 2014 and losses we
recognized in 2013 from a hedge strategy involvirtgrruptible transportation that did not repea2@i4.

Retail Cost of Revenu. Total retail cost of revenues for the year enidedember 31, 2014 was approximately $258.6 millian
increase of approximately $25.6 million , or 11#%om approximately $233.0 million for the year edd@ecember 31, 2013This
increase was primarily due to increased supplyscassing from capacity constraints from the exeemeather conditions in the
Northeast during the first quarter of 2014, whiebulted in an increase of total retail cost of nexs of $35.6 million, as well
an increase of $17.0 million due to a change invéliee of our nortrading derivative portfolio used for hedging. Thisrease we
offset by a decrease of $27.0 million due to custosales volumes which were lower, primarily dugh®strategic shift of the
concentration of our marketing efforts from comniercustomers to residential customers.

General and Administrative Expens@eneral and administrative expense for the yede@ December 31, 2014 was
approximately $45.9 million , an increase of apprately $10.9 million , or 31% , as compared to.$3%illion for the year
ended December 31, 2013 . This increase was phntaure to an increase of bad debt expense of $llibmwhich was $10.2
million for the year ended December 31, 2014 coegpao $3.1 million for the year ended December2B13, as well as increas
costs associated with being a public company arr@ased billing and other variable costs associatdincreased customers.

Depreciation and Amortization Exper. Depreciation and amortization expense for the gaded December 31, 2014 was
approximately $22.2 million , an increase of apprately $6.0 million , or 37% , from approximatél§6.2 million for the year
ended December 31, 2013 . This increase was phjntare to the accelerated amortization of capigalizustomer acquisition
costs in Southern California and Massachusett® & fillion and $0.2 million, respectively, in tfaurth quarter of 2014 offset
by lower depreciation for certain software asdeds were fully depreciated in 2013.

Customer Acquisition CostCustomer acquisition cost for the year ended Bées 31, 2014 was approximately $26.2 millian
increase of approximately $17.9 million from appnoately $8.3 million for the year ended DecemberZ113. This increase wi
due to our increased marketing efforts to growaustomer base beginning in the second half of 20t3continuing during 2014
including spending in California of $15.4 milliospending in lllinois of $6.4 million and spendimgNlew York for $1.1 million
for the year ended December 31, 2014.
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Year Ended December 31, 2013 Compared to Year Hddeember 31, 2012

In Thousands Year Ended December 31,
2013 2012 Change

Revenues:

Retail revenues $ 316,77¢ $ 380,19t $ (63,42)

Net asset optimization revenues 314 (1,13¢) 1,45(
Total Revenues 317,09( 379,06: (61,979
Operating Expenses:

Retail cost of revenues 233,02t 279,50t (46,48()

General and administrative 35,02( 47,32: (12,30)

Depreciation and amortization 16,21" 22,79¢ (6,58()

Total Operating Expenses 284,26 349,62. (65,36))

Operating (loss) income 32,82¢ 29,44( 3,38¢

Other (expense)/income:

Interest expense (1,719 (3,369) 1,64¢
Interest and other income 352 62 291

Total other (expenses)/income (1,36)) (3,30 1,94(
(Loss) income before income tax expense 31,46¢ 26,13¢ 5,32¢

Income tax expense 56 46 10
Net (loss) income $ 31,41: $ 26,09 $ 5,31¢
Adjusted EBITDA® $ 3353 $  40,65¢ $ (7,126
Retail Gross Margift $ 81,66¢ $  93,21¢ $  (11,55)
Customer Acquisition Costs $ 8,251 $ 6,322 $ 1,93t

Customer Attrition 3.6% 4.6% (1.0)%
@ Adjusted EBITDA and Retail Gross Margin are non-GAflnancial measures. See “How We Evaluate Our @jo#rs” for a
reconciliation of Adjusted EBITDA and Retail Gradgsrgin to their most directly comparable finansiaasures presented in
accordance with GAAP.

Total RevenuesTotal revenues for the year ended December 313 @@te approximately $317.1 million, a decrease of
approximately $62.0 million, or 16%, from approxielg $379.1 million for the year ended DecemberZ81,2. This decrease w
primarily due to lower customer sales volumes, Whigsulted in a decrease in total revenues of $88ldn. This decrease was
offset by an increase of total revenues of $25llianidue to increased customer pricing and a $dilbon increase in net asset
optimization revenues.

Net Asset Optimization Reveni. Net asset optimization revenues for the year @fterember 31, 2013 were approximately $0.
million, an increase of approximately $1.4 milliar,128%, from $(1.1) million in the same periodhe prior year. We
recognized losses in late 2012 and early 2013lmdge strategy involving interruptible transpodatipartially offset by
increased arbitrage opportunities in the fourthrguaof 2013 in the northeast United States.

Retail Cost of Revenu. Total retail cost of revenues for the year enldedember 31, 2013 was approximately $233.0 millgon,
decrease of approximately $46.5 million, or 17%nfrapproximately $279.5 million for the year endtember 31, 2012. This
decrease was primarily due to lower customer salksnes, which resulted in a decrease in totallretat of revenues of $70.0
million. This decrease was offset by an increasetal retail cost of revenues of $18.1 million daeenergy supply prices and a
$5.4 million decrease in net gains on non-tradiegvative instruments, net of cash settlements.

General and Administrative Expens@eneral and administrative expense for the yede@ December 31, 2013 was
approximately $35.0 million, a decrease of apprataty $12.3 million or 26%, as compared to $47.Boni
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for the year ended December 31, 2012. Approxim&&l9 million of the decrease in our general andiattrative expenses was
due to a companywide initiative to reduce costsraatize operational efficiencies in conjunctionttwbur shift in focus from
increasing our customer base to optimizing ourarast base. Additionally, approximately $2.7 millimas attributable to a
decrease in sales and marketing expenses.

Depreciation and Amortization Exper. Depreciation and amortization expense for the gaded December 31, 2013 was
approximately $16.2 million, a decrease of appratety $6.6 million, or 29%, from approximately $22nillion in the same
period in the prior year. This decrease was primdrtie to the amortization in 2011 of a portiorhafher customer acquisition
costs that were incurred in 2011.

Interest Expens. Interest expense for the year ended Decemb&(3B was approximately $1.7 million, a decrease of
approximately $1.7 million, or 50%, from approximigt$3.4 million in the same period in the prioayeThis decrease was
primarily due to reduced interest expense duev@t@verage borrowing amounts during the yearraswt of reduced customer
acquisition expenses in connection with the stiatiedfiative to optimize our customer base in 2@i&ussed above.

Customer Acquisition CostCustomer acquisition cost for the year ended Déeer@l, 2013 was approximately $8.3 million, an
increase of approximately $2.0 million, or 31% nfrapproximately $6.3 million in the prior year. $hincrease was primarily due
to increasing our marketing efforts during the setbalf of 2013 to grow our customer base.

Operating Segment Results

Year Ended December 31,
2014 2013 2012
(in millions, except volume and per unit operatitzia)

Retail Natural Gas Segment

Total Revenues $ 146.5 % 1252 $ 122.7
Retail Cost of Revenues 109.2 83.1 77.C
Less: Net Asset Optimization Revenues 2.2 0.2 (1.0
Less: Net Gains (Losses) on non-trading

derivatives, net of cash settlements (9.9 (0.6) 6.3
Retail Gross Margin-Gas $ 4 % 424 % 40.5
Volumes-Gas (MMBtu's) 15,724,70 16,598,75 17,527,25
Retail Gross Margin-Gas per MMBtu $ 282 % 258 % 2.31
Retail Electricity Segment

Total Revenues $ 176.. % 191.¢  $ 256.<
Retail Cost of Revenues 149.¢ 149.¢ 202.5
Less: Net Gains (Losses) on non-trading

derivatives, net of cash settlements (5.7 2.7 1.2
Retail Gross Margin—Electricity $ 32¢6 % 39.5 % 52.7
Volumes - Electricity (MWh's) 1,526,65. 1,829,65 2,698,08.
Retail Gross Margin—Electricity per MWh$ 21.37 % 21.4¢ 3 19.5¢
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Year Ended December 31, 2014 Compared to the Yeded=December 31, 2013
Retail Natural Gas Segme

Retail revenues for the Retail Natural Gas Segriwerihe year ended December 31, 2014 were approsiyn®146.5 million, an
increase of approximately $21.3 million, or 17%nfrapproximately $125.2 million for the year endEtember 31, 2013. This
increase was primarily due to higher customer pgiémplemented in part to capture increased supmdys, which resulted in an
increase of $21.9 million, as well as a $2.0 millincrease in net optimization revenues. This aseewvas offset by a decrease of
$2.6 million due to decreased customer sales vadume

Retail cost of revenues for the Retail Natural Gagment for the year ended December 31, 2014 werexaimately $109.2
million, an increase of approximately $26.1 milljam 31%, from approximately $83.1 million for thhear ended December 31,
2013. This increase was primarily due to increasgply costs resulting from the extreme weatheditmms experienced across
the United States during the first quarter of 204Hich resulted in an increase of $19.2 millionyedl as a $8.6 million increase
due to a change in the value of our non-tradingvdgve portfolio used for hedging. This increasasvoffset primarily by a

$1.7 million decrease due to decreased customes salumes.

Retail gross margin for the Retail Natural Gas Segrfor the year ended December 31, 2014 was ajppatedy $44.3 million, au
increase of approximately $1.9 million, or 4%, ampared to $42.4 million for the year ended Deceartie 2013, as indicated in
the table below (in millions).

Increase in unit margin per MMBtu $ 2.6
Decrease in volumes sold (2.0
Decrease in retail natural gas segment retail grasgin $ 1.¢€

The volumes of natural gas sold decreased fromd86/51 MMBtu for the year ended December 31, 201156t724,708 MMBtu
for the year ended December 31, 2014. This decrgasgrimarily due to the shift in our customerebtslower volume, higher
margin residential gas users, primarily in South@atifornia.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe year ended December 31, 2014 were approeiyn®176.4 million, a
decrease of approximately $15.5 million, or 8%frapproximately $191.9 million for the year endeetBmber 31, 2013. This
decrease was primarily due to lower customer saiksnes, which resulted in a decrease of $31.7anillThis decrease was
offset by an increase of retail revenues of $16IRom due to higher customer pricing implementacart to capture increased
supply costs.

Retail cost of revenues for the Retail Electri@ggment for the year ended December 31, 2014 pereximately $149.5

million, a decrease of approximately $0.4 million,0%, from approximately $149.9 million for theayeended December 31,
2013. This decrease was primarily due to lowerarast sales volumes, which resulted in a decreaapmbximately $25.1
million. This decrease was offset by increased luppsts resulting from the extreme weather coad#tiexperienced across the
United States during the first quarter of 2014,akhiesulted in an increase in retail cost of reesmf $16.4 million, as well as an
$8.3 million increase due to a change in the vafusur non-trading derivative portfolio used fordigéng.

Retail gross margin for the Retail Electricity Sesgrhfor the year ended December 31, 2014 was ajppatly $32.6 million, a
decrease of approximately $6.7 million, or 17%c@spared to $39.3 million for the year ended Decam3d, 2013, as indicated
in the table below (in millions).

Decrease in unit margin per MWh $ (0.2
Decrease in volumes sold (6.5)
Decrease in retail electricity segment retail grossgin $ (6.7)

52




Table of Contents

The volumes of electricity sold decreased from 9,827 MWh for the year ended December 31, 20135261652 MWh for the
year ended December 31, 2014. This decrease waarpyi due to a decreased focus on higher voluntéolmer margin
commercial customers. Electric unit margins expdnde€014 with our shift to higher margin residahtustomers but were
negatively impacted by the increased supply coshduhe extreme weather patterns in the first trar

Year Ended December 31, 2013 Compared to the YrededEDecember 31, 2012
Retail Natural Gas Segme

Retail revenues for the Retail Natural Gas Segriwerihe year ended December 31, 2013 were approsiyn®l25.2 million, an
increase of approximately $2.5 million, or 2%, fragproximately $122.7 million in the prior year.iJmcrease was primarily
due to increased customer pricing, which resulbeghi increase of $7.6 million, as well as an ineeeaf $1.5 million due to net
asset optimization revenue. This increase wastdffsa decrease of $6.6 million due to lower cugiosales volumes.

Retail cost of revenues for the Retail Natural Gagment for the year ended December 31, 2013 vpmexamately $83.1 millior
an increase of approximately $6.1 million, or 8%onf approximately $77.0 million in the prior ye@his increase was primarily
due to a $6.9 million decrease in the value ofrmurirading derivative portfolio used for hedging, aslivas increased commod
prices, which resulted in an increase of $3.6 omilliThis increase was offset by a decrease of petsii of revenues of $4.4 milli
due to lower customer sales volumes.

Retail gross margin for the Retail Natural Gas Segrfor the year ended December 31, 2013 was ajppatedy $42.4 million, au
increase of approximately $1.9 million, or 5%, frapproximately $40.5 million for the year ended &maber 31, 2012, as
indicated in the table below (in millions).

Increase in unit margin per MMBtu $ 4.C
Decrease in volumes sold (2.0
Increase in retail natural gas segment retail gnesgjin $ 1.¢

The volumes of natural gas sold decreased from2Z7252 MMBtu during the year ended December 312201.6,598,751
MMBtu during the year ended December 31, 2013,tduwrir natural gas customer attrition outpacingirstgas customer

acquisition attributable to the shift in our stgitefocus, coupled with a decreased focus on highkme but lower margin
commercial customers.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe year ended December 31, 2013 were approegiyn®191.9 million, a
decrease of approximately $64.5 million, or 25%nfrapproximately $256.4 million in the prior ye@his decrease was primarily
due to lower customer sales volumes, which resitteddecrease of $82.5 million. This decreaseaffagt by an increase of
retail revenues of $18.0 million due to increasest@mer pricing.

Retail cost of revenues for the Retail Electri@ggment for the year ended December 31, 2013 vpaexamately $149.9 million
a decrease of approximately $52.6 million, or 26%m approximately $202.5 million in the prior yedhis decrease was
primarily due to lower customer sales volumes, Whigsulted in a decrease in retail cost of reventi®&65.6 million and a $1.5
million increase in the value of our non-tradingidative portfolio used for hedging. This decreases offset by an increase of
retail cost of revenues of $14.5 million due tor@ased commodity prices.
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Retail gross margin for the Retail Electricity Segrnfor the year ended December 31, 2013 was ajppatedy $39.3 million, a
decrease of approximately $13.4 million, or 25%c¢@mpared to $52.7 million for the year ended Dduen31, 2012, as indicat
in the table below (in millions).

Increase in unit margin per MWh $ 3.€
Decrease in volumes sold (17.0
Decrease in retail electricity segment retail grossgin $ (13.9

The volumes of electricity sold decreased from 8,684 MWh during the year ended December 31, 2012829,657 MWh
during the year ended December 31, 2013, due teleatricity customer attrition outpacing electijotustomer acquisition
attributable to the shift in our strategic focusypled with a decreased focus on higher-volumédwgr margin commercial
customers.

Liquidity and Capital Resources

Our liquidity requirements fluctuate with our custer acquisition cost spending level, acquisitimudiateral posting requiremer
on our hedge portfolio, distributions, the effeatshe timing between payments of payables andptoéreceivables, including
bad debt receivables, and our general working alpiteds for ongoing operations. Our credit fachiorrowings are also subject
to material variations on a seasonal basis dueettiring of commodity purchases to satisfy reghimatural gas inventory
purchases and to meet customer demands duringlparigpeak usage. Moreover, estimating our liguicBguirements is highly
dependent on then-current market conditions, inetuébrward prices for natural gas and electriciyd market volatility.

Our primary sources of liquidity are cash generdtexh operations and borrowings under our Seni@dEacility. We believe
that cash generated from these sources will b&miff to sustain operations, to finance anticigagepansion plans and growth
initiatives, and to pay required taxes and quartesikh distributions. However, in the event ouwiliity is insufficient, we may be
required to limit our spending on future growthotiner business opportunities or to rely on extefinahcing sources, including
additional commercial bank borrowings and the issaaf debt and additional equity securities, todfour growth.

Based upon our current plans, level of operationstasiness conditions, we believe that our cadhaod, cash generated from
operations, and available borrowings under ouritfadility will be sufficient to meet our capita¢équirements and working
capital needs for the foreseeable future.

The following table details our total liquidity a$the period presented:

December 31,

(% in thousands) 2014

Cash and cash equivalents $ 4,35¢
Senior Credit Facility Availability” 26,26(
Total Liquidity $ 30,61¢

@ Subject to Senior Credit Facility borrowing basstrietions.

Capital expenditure in 2014 included approxima&?g.2 million on customer acquisitions and $3.0iarilrelated to information
systems improvements, including $2.0 million retate our outsourced customer information system.

The Spark HoldCo, LLC Agreement provides, to theeeicash is available, for distributions pro tatéhe holders of Spark
HoldCo units such that we receive an amount of saficient to cover the estimated taxes payablad)the targeted quarterly
dividend we intend to pay to holders of our Classofnmon stock, and payments under the
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Tax Receivable Agreement we have entered into 8itérk HoldCo, NuDevco Retail Holdings and NuDevetai.

We paid a regular quarterly dividend on our ClagsoAamon stock of $0.3625 per share in 2014, orcgmately $1.45 per share
or $4.4 million on an annualized basis, which wasated from the Offering date of August 1, 2014tfe third quarter 2014
dividend. No dividends on our Class A common stedkaccrue in arrears. Our ability to pay dividend the future will depend
on many factors, including the performance of ausibess in the future and restrictions under our enior Credit Facility. In
order to pay these dividends to holders of our Clsommon stock and corresponding distributionsdiders of our Class B
common stock, we expect that Spark HoldCo will dguired to distribute approximately $19.9 milliam @an annualized basis to
holders of Spark HoldCo units. If our business dustsgenerate enough cash for Spark HoldCo to rea&le distributions, we
may have to borrow to pay our dividend. If our Ingsis generates cash in excess of the amountse@gdquoipay an annual divide
of $1.45 per share of Class A common stock, weectlyr expect to reinvest any such excess cash filmwar business and not
increase the distributions payable to holders of@ass A common stock. However, our future dividi@olicy is within the
discretion of our board of directors and will degermpon various factors, including the results af @perations, our financial
condition, capital requirements and investment ojpmities. On November 11, 2014, our Board of Dimes declared a quarterly
dividend for the third quarter of 2014 to holdefshe Class A common stock on November 28, 2014 dividend was paid on
December 15, 2014. On February 16, 2015, our Bodrectors declared a quarterly dividend for therth quarter of 2014 to
holders of the Class A common stock of record omddl2, 2015. This dividend will be paid on March 2614.

In addition, we expect to make payments pursuatited’ ax Receivable Agreement that we have entatedvith NuDevco Reta
Holdings, NuDevco Retail and Spark HoldCo in conioecwith the Offering. Except in cases where weceto terminate the Tax
Receivable Agreement early (the Tax Receivable &gent is terminated early due to certain mergeathmr changes of control)
or we have available cash but fail to make paymehen due, generally we may elect to defer paynmausunder the Tax
Receivable Agreement if we do not have availab$ ¢a satisfy our payment obligations under the Rageivable Agreement or
if our contractual obligations limit our ability tnake these payments. Any such deferred paymedes time Tax Receivable
Agreement generally will accrue interest. If we v&y defer substantial payment obligations undefTéx Receivable Agreement
on an ongoing basis, the accrual of those obligatwould reduce the availability of cash for otperposes, but we would not be
prohibited from paying dividends on our Class A coom stock. See “Risk Factors—Risks Related to dassCA Common Stock”
for risks related to the Tax Receivable Agreement.

Cash Flows
Year Ended December 31, 2014 Compared to the Yreed=December 31, 2013

Our cash flows were as follows for the respectieequls (in millions):

Year Ended December 31,

2014 2013 Change
Net cash provided by operating activities $ 5 % 445 3 (38.6
Net cash used in investing activities $ (3.0 % a5 $ (1.5
Net cash used in financing activities $ 5.7 % (42.9 $ 36.7

Cash Flows Provided by Operating ActivitieSash flows provided by operating activities foe tyear ended December 31, 2014
decreased by $38.6 million compared to the yeae@mecember 31, 2013. The decrease was primam@yalincreased customer
acquisition cost spending primarily in Californibinois and New York during the year ended Decenfiig 2014. In addition, the
decrease in cash flows provided by operating dies/ivas due to a decrease in retail gross margirtalthe cost of supply in the
first quarter of 2014 and an increase in generdlaministrative expenses, including bad debt esgems discussed in “—
Operating Segment Results”.
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Cash Flows Used in Investing Activitie€ash flows used in investing activities increalsg®1.5 million for the year ended
December 31, 2014 which was driven by a increasapital expenditures related to the Company’s agstomer billing and
information system.

Cash Flows Used in Financing Activitie€ash flows used in financing activities decrease836.7 million for the year ended
December 31, 2014 due primarily to a $17.0 millieerease in our borrowings, net of payments, uodercredit facilities due to
cash funding for operations and a $23.0 millionrdase in net member distributions prior to the @ifg offset by a $3.3 million
distribution and dividend paid in December 2014.

Year Ended December 31, 2013 Compared to the Yeded=December 31, 2012

Our cash flows were as follows for the respectigaquals (in millions):

Year Ended December 31,

2013 2012 Change
Net cash provided by operating activities $ 445 $ 441 % 0.4
Net cash used in investing activities $ (15 $ (1.6 $ 0.1
Net cash used in financing activities $ 429 % (39.9 $ (2.5

Cash Flows Provided by Operating Activitiedet cash provided by operating activities was. $4dillion for the year ended
December 31, 2012 and $44.5 million for the yealeeinDecember 31, 2013. Decreases in account rédeilesels were genera
offset by decreases in accounts payable, resufting immaterial impact on cash flow provided bgiaiing activities. These
decreases were primarily a result of lower re@is volume offset by higher retail and wholesaiegs. Net decreases in affiliate
receivables increased operating cash flow by $2illibn. Overall increases in commodity prices teddecreased operating cash
flows, as both our inventory values and deposijsiired to transact in the wholesale market, whiehracorded in other assets,
increased with commaodity prices.

Cash Flows Used in Investing Activitiellet cash used in investing activities was $1 Mionifor the year ended December 31,
2012 and $1.5 million for the year ended Decemiie813. The $0.1 million decrease in cash uséaviesting activities was
primarily attributable to decreased capital expemds.

Cash Flows Used in Financing Activitieblet cash used in financing activities was $39illan for the year ended December 31,
2012 and $42.4 million for the year ended DecerBief013. The increase was primarily attributablentreased member
distributions of $48.9 million partially offset bgcreased borrowings of $40.5 million on our wotkizapital credit facility.

Credit Facility

Prior to the Offering, SE and SEG were co-borrowrder an $80 million revolving working capital ditefacility with a maturity
date of July 31, 2015. The total amounts outstandimder this facility prior to the Offering includistributions to the common
control owner to fund unrelated operations of ditiak.

In connection with the Offering, Spark HoldCo, SEEI&EG (the “Co-Borrowers”) and Spark Energy, las.guarantor, entered
into a new $70.0 million senior secured revolvingrking capital credit facility (the “Senior Creditcility”). The Senior Credit
Facility has a maturity date of August 1, 2016dfevent of default has occurred, the Co-Borrowesse the right, subject to
approval by the administrative agent and certandées, to increase the borrowing capacity undenéve Senior Credit Facility to
up to $120.0 million, which is available to fundpaxsions, acquisitions and working capital requéets for our operations and
general corporate purposes, including distributions
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We borrowed approximately $10.0 million under tlegvrSenior Credit Facility at the closing of the @fifig to repay in full the
outstanding indebtedness under our previous dadlity that SEG and SE had agreed to be resptanfib pursuant to the
interborrower agreement. The remainder of indel@sslioutstanding under our previous credit facii&g paid off by our affiliate
with its own funds in connection with the closinigtloe Offering pursuant to the terms of the interbaver agreement. Following
this repayment, our previous credit facility wasrtmated. We had $33.0 million outstanding on thei&r Credit Facility at
December 31, 2014 and had approximately $10.7amilh letters of credit issued as of December 8142

At our election, interest under the Senior Creditiity is generally determined by reference to:

» the Eurodollar rate plus an applicable margin ofap.0% per annum (based upon the prevailingzatitbn)

» the alternate base rate plus an applicable mafgip to 2.0% per annum (based upon the prewgaiititization). The
alternate base rate is equal to the highest &dgjété Générale’s prime rate, (ii) the federatifirate plus 0.5% per
annum, or (iii) the reference Eurodollar rate @ud%; or

» the rate quoted by Société Générale as its cdands for the requested credit plus 2.25% to 2.p@vannun

The interest rate is generally reduced by 25 hasiss if utilization under the Senior Credit Fégils below fifty percent. The
Senior Credit Facility allows us to issue lettefsrdit, which reduce availability under Senioe@it Facility, at a cost of 2.00%
to 2.50% per annum of aggregate letters of creditad.

We pay an annual commitment fee of 0.375% or 0.8%e unused portion of the Senior Credit Facdigpending upon the
unused capacity. The lending syndicate under theoEEredit Facility is entitled to several additad fees including an upfront
fee, annual agency fee, and fronting fees basedpmrcentage of the face amount of letters of tpediable to any syndicate
member that issues a letter a credit.

The Senior Credit Facility is secured by the memsiigrinterests of SE, SEG and the equity of theBGoowers’ present and
future subsidiaries, all of the Co-Borrowers’ ahdit subsidiaries’ present and future property asgets, including accounts
receivable, inventory and liquid investments, aodtm| agreements relating to bank accounts.

The Senior Credit Facility contains covenants thatpng other things, require the maintenance dfifspé ratios or conditions as
follows:

Maximum Leverage Rat. Spark Energy, Inc. must maintain a consolidategimum senior secured leverage ratio, consisting ¢
total liabilities to tangible net worth of not mattean 7.0 to 1.0, at any time.

Minimum Net Working Capitc. Spark Energy, Inc. must maintain minimum consakd net working capital at all times equal to
the greater of (i) 20% of the aggregate commitmantier the Senior Credit Facility, and (i) $12, .

Minimum Tangible Net WortlSpark Energy, Inc. must maintain a minimum consadid tangible net worth at all times equal to
the net book value of property, plant and equipnasraf the closing date of the Senior Credit Ryqgilus the greater of (i) 20%
aggregate commitments under the Senior CreditiBaaiid (ii) $12,000,000.

The borrowing base, which is recalculated and teplamonthly, is calculated primarily based on 80@&6 of the value of eligibl
accounts receivable and unbilled product salesefuidipg on the credit quality of the counterparteas) inventory and other
working capital assets. The Co-borrowers undeSer@or Credit Facility must prepay any amountstantiing under the Senior
Credit Facility in excess of the borrowing base tfaphe maximum availability amount).

In addition, the Senior Credit Facility containstmmary affirmative covenants. The covenants ireldelivery of financial
statements and other information (including anndig made with the SEC), maintenance of propertyiasurance, maintenance
of holding company status at Spark Energy, Inogznpnt of taxes and obligations, material
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compliance with laws, inspection of property, boaks records and audits, use of proceeds, paynmehénk blocked accounts,
notice of defaults and certain other customary engtfThe Senior Credit Facility also contains dddé#l negative covenants that
limits our ability to, among other things, do arfytlee following:

* incur certain additional indebtedne

e grant certain lien

* engage in certain asset dispositi

* merge or consolidal

* make certain payments, distributions (as notedvelimvestments, acquisitions or loe
* enter into transactions with affiliat

* make certain changes in our lines of business@yatting practices, except as required by GAARssuccessc
» store inventory in certain locatio

» place certain amounts of cash in accounts not sutgjecontrol agreemen

» amend or modify billing services agreements andigmnts

* engage in certain prohibited transacti

e enter into burdensome agreements,

e act as a transmitting utility or as a util

Certain of the negative covenants listed abovea@ect to certain permitted exceptions and allaean

Spark Energy, Inc. is entitled to pay cash dividetwithe holders of the Class A common stock armdkSgoldCo is entitled to
make cash distributions to NuDevco and us so lengag no default exists or would result from sagtayment; (b) the Co-
Borrowers are in pro forma compliance with all fie&l covenants (as defined above) before and gifterg effect to such
payment and (c) the outstanding amount of all IGartsletters of credit does not exceed the borrgwase limits. Spark HoldCe’
inability to satisfy certain financial covenantstbe existence of an event of default, if not cusedvaived, under the Senior Cre
Facility could prevent us from paying dividendshtuiders of our Class A common stock.

The Senior Credit Facility contains certain customapresentations and warranties and events autteEvents of default
include, among other things, payment defaults,dives of representations and warranties, covenant

defaults, cross-defaults and cross-acceleratiaetiain indebtedness, certain events of bankruptayain events under ERISA,
material judgments in excess of $2.5 million, darvents with respect to material contracts, daduasserted failure of any
guaranty or security document supporting the Sebiedit Facility to be in full force and effect aodanges of control. If such an
event of default occurs, the lenders under thedBe&riedit Facility are entitled to take variousiaas, including the acceleration
amounts due under the facility and all actions gttechto be taken by a secured creditor.
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Summary of Contractual Obligations

The following table discloses aggregate informatibout our contractual obligations and commeraalmitments as of
December 31, 2014 (in millions):

Total 2015 2016 2017 2018 2019 >5years

Operating leases (1) $ 11%$ 11%$ —% —% —3%$ — % —
Purchase obligations:

Natural gas and electricity related purchase obbga (2) 8.4 4.7 3.7 — — — —
Pipeline transportation agreements 18.1 5.8 3.1 2.€ 1.C 0.8 51
Other purchase obligations (3) 9.4 S 3.E 1.7 — — —
Total purchase obligations $ 37C($% 152 % 10€$ 42 3% 1C$ 0€&% 5.1
Debt $ 33(¢% 383($ —% —§% —8% — % —

(1) Included in the total amount are future minimpayments for office and other operating leases.

(2) The amounts represent the notional value afrabgas and electricity related purchase conttthetisare not accounted for as
derivative financial instruments recorded at faarket value as the company has elected the nonumethse normal sale
exception, and therefore are not recognized aditied on the combined and consolidated balanegtsh

(3) The amounts presented here include contractsilfimg services and other software agreements.

Off-Balance Sheet Arrangements

As of December 31, 2014 we had no material off#hadasheet arrangements.
Related Party Transactions

For a discussion of related party transactiond\sgte 11 “Transactions with Affiliates” in the Compas audited combined and
consolidated financial statements.

Critical Accounting Policies and Estimates

Our significant accounting policies are describedlote 2 to our audited combined and consolidatexhtial statements. We
prepare our financial statements in conformity vaititounting principles generally accepted in théddinStates of America and
pursuant to the rules and regulations of the SHiiglwrequire us to make estimates and assumptiensffect the amounts
reported in the financial statements and accomparfgiotnotes. Actual results could differ from thasstimates. We consider the
following policies to be the most critical in undeanding the judgments that are involved in preggoiur financial statements and
the uncertainties that could impact our financ@idition and results of operations.

Revenue Recognitic

Our revenues are derived primarily from the saleaifiral gas and electricity to retail customers. 8160 record revenues from
sales of natural gas and electricity to wholesalmterparties, including affiliates. Revenues amognized by using the following
criteria: (1) persuasive evidence of an exchangmgement exists, (2) delivery has occurred oriseswhave been rendered,

(3) the buyer’s price is fixed or determinable &§hdcollection is reasonably assured. Utilizingsderiteria, revenue is recognizec
when the natural gas or electricity is deliveredhifarly, cost of revenues is recognized when themodity is delivered.

Revenues for natural gas and electricity salesea@gnized upon delivery under the accrual metNadural gas and electricity
sales that have been delivered but not billed bipgdend are estimated. Accrued unbilled revenuedased on estimates of
customer usage since the date of the last metgpreaided by the utility. Volume
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estimates are based on forecasted volumes andagstiirustomer usage by class. Unbilled revenuesasrelated by multiplying
these volume estimates by the applicable rate biomer class. Estimated amounts are adjusted witeal asage is known and
billed.

The cost of natural gas and electricity for salestail customers is based on estimated supplywesufor the applicable reporting
period. In estimating supply volumes, we consitierdffects of historical customer volumes, weathetors and usage by
customer class. Transmission and distribution dejifees, where applicable, are estimated usingahee method used for sales
to retail customers. In addition, other load ralatests, such as ISO fees, ancillary services emeWwable energy credits are
estimated based on historical trends, estimateplypgwplumes and initial utility data. Volume estitea are then multiplied by the
supply rate and recorded as retail cost of revemuténe applicable reporting period. Estimated ameare adjusted when actual
usage is known and billed.

Our asset optimization activities, which primaiitglude natural gas physical arbitrage and othertgbrm storage and
transportation opportunities, meet the definitibtrading activities and are recorded on a netshiasihe combined and
consolidated statements of operations in net aggmhization revenues as required by the Finaretabunting Standards Board
(“FASB”) Accounting Standards Codification (“ASCTjopic 815,Derivatives and Hedging.

Accounts Receivab

We accrue an allowance for doubtful accounts baped estimated uncollectible accounts receivabtsidering historical
collections, accounts receivable aging analyseditrisk and other factors. We write off accoumiseivable balances against the
allowance for doubtful accounts when the accowstsivable is deemed to be uncollectible.

We conduct business in many utility service markéisre the local regulated utility is responsitdeljilling the customer,
collecting payment from the customer and remitpagment to the Company (“POR programs”). This P@Rise results in
substantially all of our credit risk being linkemithe applicable utility in these territories, whigenerally has an investment-grade
rating, and not to the end-use customer. We mothtofinancial condition of each utility and curtlgrbelieve that our
susceptibility to an individually significant wrieff as a result of concentrations of customer ant®receivable with those
utilities is remote.

In markets that do not offer POR services or wherctwoose to directly bill our customers, certaicoants receivable are billed
and collected by us. We bear the credit risk osdteccounts and record an appropriate allowanadofdstful accounts to reflect
any losses due to non-payment by customers. Otwroass are individually insignificant and geogragattly dispersed in these
markets. We write off customer balances when wiebelthat amounts are no longer collectible andnwlie have exhausted all
means to collect these receivables.

Capitalized Customer Acquisition Costs

Capitalized customer acquisition costs consist grily of hourly and commission based telemarketiagts, door-to-door agent
commissions and other direct advertising costsciestsal with proven customer generation, and aréateed and amortized over
the estimated two-year average life of a customexccordance with the provisions of FASB ASC 340&dpitalized Advertising
Costs.

Recoverability of customer acquisition costs isleaed based on a comparison of the carrying amafuthe customer acquisitic

costs to the future net cash flows expected todneigated by the customers acquired, consideringfi&passumptions for
customer attrition, per unit gross profit, and @bieig costs. These assumptions are based on ftsecabhistorical experience.
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Accounting for Derivative and Hedging Activit

We use derivative instruments such as futures, swapvards and options to manage the commoditepisks of our business
operations.

All derivatives, other than those for which an et applies, are recorded in the combined andaalated balance sheets at
fair value. Derivative instruments representingeatized gains are reported as derivative assete dfiivative instruments
representing unrealized losses are reported agtigd liabilities. We have elected to offset amigurn the combined and
consolidated balance sheets for recognized derevatstruments executed with the same counterpadgr a master netting
arrangement. One of the exceptions to fair valweaating, normal purchases and normal sales, lFesdiected by us for certain
derivative instruments when the contract satisfex$ain criteria, including a requirement that pbgksdelivery of the underlying
commodity is probable and is expected to be usedimal course of business. Retail revenues aad cefst of revenues resulti
from deliveries of commadities under normal purehasntracts and normal sales contracts are inclidearnings at the time of
contract settlement.

To manage commodity price risk, we hold certainvddive instruments that are not held for tradinggmses and are not
designated as hedges for accounting purposes. Howewthe extent we do not hold offsetting possidor such derivatives, we
believe these instruments represent economic hetgemitigate our exposure to fluctuations in comdity prices. As part of our
strategy to optimize our assets and manage retatadhodity risks, we also manage a portfolio of candity derivative
instruments held for trading purposes. We use ksiadol policies and procedures to manage the aisgsciated with price
fluctuations in these energy commodities and useate/e instruments to reduce risk by generallyating offsetting market
positions.

Changes in the fair value of and amounts realizaxhisettiement of derivative instruments not heldifading purposes are
recognized currently in earnings in retail revenoiesetail costs of revenues, respectively.

Changes in the fair value of and amounts realizgmhisettlement of derivative instruments held fading purposes are
recognized currently in earnings in net asset apétion revenues.

We have historically designated a portion of ouidgive instruments as cash flow hedges for actogmpurposes. For all
hedging transactions, we formally documented thigimg transaction and its risk management objectihekstrategy for
undertaking the hedge, the hedging instrumentdtere of the risk being hedged, how the hedgistyument’s effectiveness in
offsetting the hedged risk was assessed prospbcting retrospectively, and a description of thehrod used to measure
ineffectiveness. We also formally assessed, batieaihception of the hedging transaction and ooragoing basis, whether the
derivatives used in hedging transactions were Qigfiective in offsetting changes in cash flowsetiged transactions. For
derivative instruments that were designated andifepehas part of a cash flow hedging transactibe, effective portion of the
gain or loss on the derivative was reported as@poment of other comprehensive income and recledsiito earnings in the
same period or periods during when the hedgedacdding affected earnings. Gains and losses ondtieative representing either
hedge ineffectiveness or hedge components excludedthe assessment of effectiveness were recagjimizeurrent earnings.
Hedge accounting was discontinued prospectivelyléoivatives that ceased to be highly effectivegesdr when the occurrence
of the forecasted transaction was no longer prababl

Effective July 1, 2013, we elected to discontinedde accounting prospectively and began to ret@rdhanges in fair value
recognized in the combined and consolidated stateofeperations in the period of change. Becalsaihderlying transactions
were still probable of occurring, the related acalated other comprehensive income was frozen arahrézed in earnings as the
underlying hedged item was delivered. As of Decam3fie 2014 and 2013, we had no gains or lossegowadives that were
designated as qualifying cash flow hedging tramsastrecorded as a component of accumulated otimepiehensive income, as
all previously deferred gains and losses on qualiijnedge transactions were reclassified into agenduring the year ended
December 31, 2013 when the associated hedged ¢temmsawere recorded into earnings.
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Recent Accounting Pronounceme

In May 2014, the Financial Accounting StandardsrBdaFASB”) issued Accounting Standards Update (&pNo. 2014-09,
Revenue from Contracts with Custorr, which requires an entity to recognize the amad@imévenue to which it expects to be
entitled for the transfer of promised goods or m&wto customers. ASU 2014-09 will replace mogtterg revenue recognition
guidance in GAAP when it becomes effective on Jania2017. Early application is not permitted. Htandard permits the use
of either the retrospective or cumulative effeansition method. The Company is evaluating theceffeat ASU 20149 will have
on its financial statements and related disclosurfiee Company has not yet selected a transitiohadetor has it determined the
effect of the standard on its ongoing financialomipg.

In August 2014, the FASB issued ASU No. 2014-1Bedentation of Financial Statements - Going Cong&ubtopic 205-40):
Disclosure of Uncertainties about an En’'s Ability to Continue as a Going ConceftASU 2014-15"). The new guidance
clarifies management’s responsibility to evaluateether there is substantial doubt about an entitlyikity to continue as a going
concern and to provide related footnote disclostil) 2014-15 is effective for annual periods endiftgr December 15, 2016
and for annual periods and interim periods theeeaHarly adoption is permitted. The Company da#srpect the adoption to
have a material effect on the combined or cons@difinancial statements.

In November 2014, the FASB issued ASU No. 2014Bdjvatives and Hedgingwhich clarifies how current GAAP should be
interpreted in evaluating the economic characiesistnd risks of a host contract in a hybrid finahimstrument that is issued in
the form of a share. The amendments in this Upal@effective for public business entities for dilsgears, and interim periods
within those fiscal years, beginning after Decenigr2015. Early adoption, including adoption inisterim period, is permitted.
The Update does not change the current critel@AAP for determining when separation of certain edded derivative features
in a hybrid financial instrument is required. Then@pany does not believe the adoption of this ASbaee a material impact on
the combined and consolidated financial statements.

In February 2015, the FASB issued ASU No. 2015ahsolidation (Topic 81QFASU 2015-02"). The new guidance changes
the analysis that a reporting entity must perfoordétermine whether it should consolidate certgmes of legal entities. ASU
2015-02 is effective for fiscal years, and for riiteperiods within those fiscal years, beginninggaDecember 15, 2015. Early
adoption is permitted, including adoption at ariimh period. The Company has not yet determineeétfeet of the standard on
ongoing financial reporting.

Contingencies

In the ordinary course of business, we may becanty o lawsuits, administrative proceedings andegomental investigations,
including regulatory and other matters. As of DebenB81, 2014 , management does not believe thabfaoyr outstanding
lawsuits, administrative proceedings or investmadicould result in a material adverse effect.

Liabilities for loss contingencies arising fromiats, assessments, litigation, fines, penaltiesadher sources are recorded whe
is probable that a liability has been incurred tredlamount can be reasonably estimated.

Emerging Growth Company Stat

We are an “emerging growth company” within the miegrof the federal securities laws. For as longvasare an emerging
growth company, we will not be required to complghweertain requirements that are applicable t@ofublic companies that ¢
not “emerging growth companies” including, but hatited to, not being required to comply with thedéor attestation
requirements of Section 404 of the Sarbanes-Oxfgythe reduced disclosure obligations regardirecetve compensation in
our periodic reports and proxy statements andxbenptions from the requirements of holding a nodisig advisory vote on
executive compensation and shareholder approvatyfjolden parachute payments not previously agordwn addition, Section
107 of the JOBS Act provides that an emerging gnaampany can take advantage of the extendedticanperiod provided in
Section 7(a)(2)(B) of
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the Securities Act for complying with new or rexds&ccounting standards, but we have irrevocablgdbput of the extended
transition period and, as a result, we will adopt/ror revised accounting standards on the reledates on which adoption of st
standards is required for other public companies.

We intend to take advantage of these exemptionkwmre no longer an emerging growth company.Wilecease to be an
“emerging growth company” upon the earliest oftlfg last day of the fiscal year in which we hated%illion or more in annual
revenues; (ii) the date on which we become a “lagselerated filer” (the fiscal year-end on which total market value of our
common equity securities held by non-affiliate$790 million or more as of June 30); (iii) the datewhich we issue more than

$1.0 billion of non-convertible debt over a threzay period; or (iv) the last day of the fiscal y&dlowing the fifth anniversary of
the Offering.

63




Table of Contents

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Market risks relating to our operations result @ity from changes in commaodity prices and interagts, as well as counterpa
credit risk. We employ established policies anccpdures to manage our exposure to these risks.

Commaodity Price Risk

We hedge and procure our energy requirements faomouws wholesale energy markets, including bothspiay and financial
markets and through short and long term contré&uts financial results are largely dependent omtlaegin we are able to realize
between the wholesale purchase price of naturahiga®lectricity plus related costs and the retiés price we charge our
customers. We actively manage our commaodity pigiely entering into various derivative or nderivative instruments to hec
the variability in future cash flows from fixed-pe forecasted sales and purchases of natural dasetricity in connection with
our retail energy operations. These instrumenisidecforwards, futures, swaps, and option contriatied on various exchanges,
such as NYMEX and Intercontinental Exchange, or,I&@Ewell as over-the-counter markets. These odstraave varying terms
and durations, which range from a few days to ayfears, depending on the instrument. Our assan@aiion group utilizes
similar derivative contracts in connection withtitading activities to attempt to generate increfalegross margin by effecting
transactions in markets where we have a retaiepias Generally, any of such instruments that mtered into to support our
retail electricity and natural gas business aregmized as having been entered into for non-tgadurposes, and instruments
entered into for any other purpose are categoasduhving been entered into for trading purposasnét loss on non-trading
derivative instruments net of cash settlements$t&s0 million for the year ended December 31, 20hds noneash loss was di
to a decline in wholesale gas and electricity migpkiees against our fixed price hedge portfolig.tAis future supply has been
sold to customers at fixed prices, changes in éheevof the hedge portfolio should have no impactuture margin. Additionally,
the decline in market prices led to a cash cobdfgosting to our FCM, Futures Commission Merchah§7.4 million as of
December 31, 2014 compared to $2.0 million as afebeer 31, 2013.

We have adopted risk management policies to measur&imit market risk associated with our fixedeprportfolio and our
hedging activities. For additional information redjag our commodity price risk and our risk manageatypolicies, see “Iltem 1A -
Risk Factors .

We measure the commaodity risk of our non-tradingrgy derivatives using a sensitivity analysis onret open position. As of
December 31, 2014, our Gas Non-Trading Fixed Fdigen Position (hedges net of retail load) was g [owsition of 429,395
MMBtu, due primarily to our retail choice storageimg close to full as we approach winter. An inse2en 10% in the market
prices (NYMEX) from their December 31, 2014 lewetsuld have increased the fair market value of @imon-trading energy
portfolio by $0.4 million. Likewise, a decreaselid®% in the market prices (NYMEX) from their DecemBé, 2014 levels would
have decreased the fair market value of our natiftggenergy derivatives by $0.4 million. As of [@etber 31, 2014, our
Electricity Non-Trading Fixed Price Open Posititiedges net of retail load) was a short positiob3509 MWhs. An increase in
10% in the forward market prices from their Decentie 2014 levels would have decreased the faiketasalue of our net non-
trading energy portfolio by $0.4 million. Likewisa,decrease in 10% in the forward market prica® fiteeir December 31, 2014
levels would have increased the fair market vafuguo non-trading energy derivatives by $0.4 miilio

We measure the commadity risk of our trading enelgyvatives using a sensitivity analysis on ourapen position. As of
December 31, 2014, our Gas Trading Fixed Price Quesition was a long position of 17,715 MMBtu. Awriease in 10% in the
market prices (NYMEX) from their December 31, 20dvels would have increased the fair market valusuo trading energy
derivatives by less than $0.1 million. Likewisedecrease in 10% in the market prices (NYMEX) frémit December 31, 2014
levels would have decreased the fair market valweiotrading energy derivatives by less than $fillion.
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Credit Risk

In many of the utility services territories where wonduct business, POR programs have been ektahlishereby the local
regulated utility offers services for billing thestomer, collecting payment from the customer amaitting payment to us. This
service results in substantially all of our credik being linked to the applicable utility and notour end-use customer in these
territories. Approximately 44%, 47% and 55% of cefail revenues were derived from territories inchlsubstantially all of our
credit risk was directly linked to local regulateatility companies as of December 31, 2014, 20132012, respectively, all of
which had investment grade ratings as of such @ateng the same period, we paid these local regdlatilities a weighted
average discount of approximately 1.0% of totabrewes for customer credit risk. In certain of tiRPmarkets in which we
operate, the utilities limit their collections exquue by retaining the ability to transfer a deliagquaccount back to us for collecti
when collections are past due for a specified geticour collection efforts are unsuccessful, wairn the account to the local
regulated utility for termination of service. Undbese service programs, we are exposed to creklitalated to payment for
services rendered during the time between wheouk®mer is transferred to us by the local regdlatdity and the time we
return the customer to the utility for terminatiofhservice, which is generally one to two billingripds.

In non-POR markets (and in POR markets where weahagse to direct bill our customers), we managtorner credit risk
through formal credit review in the case of comrarcustomers, and credit screening, depositspdisection for non-payment
and collection efforts in the case of residentietomers. Our bad debt expense for the year endedniber 31, 2014, 2013 and
2012 was approximately 5.7%, 1.8% and 1.1% of nORharket retail revenues, respectively. Economiadions may affect
our customers’ ability to pay bills in a timely nraar, which could increase customer delinquencidsaay lead to an increase in
bad debt expense. See “ Management's DiscussioAralysis of Financial Condition and Results of @iens—Drivers of our
Business—Customer Credit Risk” for an analysiswflead debt expense related to non-POR marketsglfil4.

We are exposed to wholesale counterparty credtiimisur retail and asset optimization activitidge manage this risk at a
counterparty level and secure our exposure witlashl or guarantees when needed. At Decembe&t(@¥, and 2013,
approximately 50% and 82% of our total exposur®8 million and $12.5 million, respectively, wagher with an investment
grade customer or otherwise secured with collat@ts credit worthiness of the remaining exposuite wther customers was
evaluated with no material allowance recorded ateDeer 31, 2014, 2013 and 2012.

Interest Rate Ris

We are exposed to fluctuations in interest rateeunur variable-price debt obligations. At Decentie 2014 we have a $70
million variable rate Senior Credit Facility undehich $33.0 million of variable rate indebtednesswutstanding. Based on the
average amount of our variable rate indebtednessamaling during the year ended December 31, 2014 percent increase in
interest rates would have resulted in additionauahinterest expense of approximately $0.3 milldfe do not currently employ
interest rate hedges, although we may choose $o dothe future.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Spark Energy, Inc.:

We have audited the accompanying combined and tdater balance sheets of Spark Energy, Inc. &eotmber 31, 2014 a
2013, and the related combined and consolidatéeinseants of operations and comprehensive (loss)riecahanges in equity, €
cash flows for each of the years in the thigmar period ended December 31, 2014. These combingdtonsolidated financ
statements are the responsibility of the Compmnyanagement. Our responsibility is to expresspamian on these combined ¢
consolidated financial statements based on outsaudi

We conducted our audits in accordance with thedstaits of the Public Company Accounting Oversighalo(United States
Those standards require that we plan and perfoenatidlit to obtain reasonable assurance about whibthdinancial statemer
are free of material misstatement. An audit inctudeamining, on a test basis, evidence suppotti@ginounts and disclosure:
the financial statements. An audit also includesessing the accounting principles used and sigmfi@stimates made
management, as well as evaluating the overall Giadurstatement presentation. We believe that oditswprovide a reasonal
basis for our opinion.

In our opinion, the combined and consolidated falianstatements referred to above present fainyali material respects, 1
financial position of Spark Energy, Inc. as of Daber 31, 2014 and 2013, and the results of itsatipeis and its cash flows -
each of the years in the thrgear period ended December 31, 2014, in conforwith U.S. generally accepted accoun
principles.

/sl KPMG LLP
Houston, Texas
March 27, 2015
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AUDITED COMBINED AND CONSOLIDATED FINANCIAL STATEME NTS

SPARK ENERGY, INC.
COMBINED AND CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2014 AND DECEMBER 31, 2013
(in thousands)

December 31,

December 31,

2014 2013
Assets
Current assets:
Cash and cash equivalents $ 4,35¢ 7,18¢
Restricted cash 707 —
Accounts receivable, net of allowance for doubdfttounts of $8.0 million and $1.2 million as of Betber
31, 2014 and 2013, respectively 63,791 62,67¢
Accounts receivable-affiliates 1,231 6,79¢
Inventory 8,03 4,322
Fair value of derivative assets 21€ 8,071
Customer acquisition costs, net 12,36¢ 4,77¢
Intangible assets - customer acquisitions, net 48¢ —
Prepaid assets 1,23¢ 1,03
Deposits 10,56¢ 3,52¢
Other current assets 2,987 2,901
Total current assets 105,98¢ 101,29:
Property and equipment, net 4,221 4,817
Fair value of derivative assets — 6
Customer acquisition costs 2,97¢ 2,901
Intangible assets - customer acquisitions 1,01¢ —
Deferred tax assets 24,04 —
Other assets 14¢ 58
Total Assets $ 138,39 109,07
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 38,21( 36,97
Accounts payable-affiliates 1,017 _
Accrued liabilities 7,19¢ 6,83¢
Fair value of derivative liabilities 11,52¢ 1,83
Note payable 33,00( 27,50(
Other current liabilities 1,86¢ —
Total current liabilities 92,81¢ 73,14:
Long-term liabilities:
Fair value of derivative liabilities 47¢ 18
Payable pursuant to tax receivable agreementeaéfgi 20,767 —
Other long-term liabilities 21¢ —
Total liabilities 114,28( 73,16(
Commitments and contingencies (Note 10)
Stockholders' equity:
Member's equity — 35,91
Common Stock:
Class A common stock, par value $0.01 per sha@p0D,000 shares authorized, 3,000,000 issued and
outstanding at December 31, 2014 and zero authihriggued and outstanding at December 31, 2013 3C —
Class B common stock, par value $0.01 per shar808@M00 shares authorized, 10,750,000 issued an
outstanding at December 31, 2014 and zero authibriggued and outstanding at December 31, 2013 10¢ —

Preferred Stock:

Preferred stock, par value $0.01 per share, 2000Ghares authorized, zero issued and outstaatling
December 31, 2014 and zero authorized, issued @sthading at December 31, 2013 —



Additional paid-in capital 9,29¢

Retained deficit (775) —
Total stockholders' equity 8,65¢ 35,91t
Non-controlling interest in Spark HoldCo, LLC 15,45¢ —
Total equity 24,117 35,91:
Total Liabilities and Stockholders' Equity $ 138,39° $ 109,07:

The accompanying notes are an integral part ofdingbined and consolidated financial statements.

68




Table of Contents

SPARK ENERGY, INC.
COMBINED AND CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE (LOSS) INCOME FOR THE YEARS ENDED
DECEMBER 31, 2014 , 2013 and 2012
(in thousands, except per share data)

Year Ended December 31,
2014 2013 2012

Revenues:

Retail revenues (including retail revenues—affdmbf $2,170, $4,022
and $1,382 for the years ended December 31, 2@14 &nd 2012,
respectively) $ 320,55¢ $ 316,77t  $ 380,19¢

Net asset optimization revenues (expenses) (inodudsset optimizatiol
revenues-affiliates of $12,842, $14,940 and $8f88#he years ended
December 31, 2014, 2013 and 2012, respectivelyaaset optimizatior
revenues affiliates cost of revenues of $30,916,%28 and $568 for th
years ended December 31, 2014, 2013 and 2012 ctespy) 2,31¢ 314 (1,13¢6)

Total Revenues 322,87t 317,09( 379,06:
Operating Expenses:

Retail cost of revenues (including retail costefenues-affiliates of
$13, $55 and $254 for the years December 31, 20013 and 2012,
respectively) 258,61¢ 233,02¢ 279,50¢

General and administrative (including general ashhiaistrative
expense-affiliates of less than $100, less tha® $h@l $800 for the

years ended December 31, 2014, 2013 and 2012 ctasghe) 45,88( 35,02( 47,32:
Depreciation and amortization 22,22 16,21¢ 22,79¢
Total Operating Expenses 326,71 284,26 349,62:
Operating (loss) income (3,84)) 32,82¢ 29,44(
Other (expense)/income:
Interest expense (1,579 (1,719 (3,369
Interest and other income 263 353 62
Total other expenses (1,315 (1,367 (3,300
(Loss) income before income tax expense (5,156 31,46¢ 26,13¢
Income tax (benefit) expense (897) 5€ 46
Net (loss) income (4,265 31,41 26,09:
Less: Net (loss) attributable to non-controllinteiests (4,217 — —
Net (loss) income attributable to Spark Energy, stockholders $ 54 $ 31,41 $ 26,09:
Other comprehensive (loss) income:
Deferred gain (loss) from cash flow hedges — 2,62( (10,249
Reclassification of deferred gain (loss) from ctistv hedges into net
income (Note 6) — (84) 17,94:
Comprehensive (loss) income $ (4,26%) $ 33,94¢ $ 33,79:

Net loss attributable to Spark Energy, Inc. per kmm share
Basic $ (0.02)
Diluted $ (0.02)

Weighted average commons shares outstanding
Basic 3,00(
Diluted 3,00(

The accompanying notes are an integral part ofdinebined and consolidated financial statements.
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SPARK ENERGY,

INC.

COMBINED AND CONSOLIDATED STATEMENT OF CHANGES IN E QUITY

Member's
Equity

FOR THE YEARS ENDED DECEMBER 31, 2014 , 2013 and 2@

Issued

Shares of

Class A
Common
Stock

Issued

Shares of

Class B
Common
Stock

(in thousands)

Accumulated

Class A
Common
Stock

Class B
Common
Stock

Other

Comprehensive

Income

Additional
Paid In
Capital

Retained
Deficit

Total Non-
Stockholders controlling
Equity Interest

Total
Equity

Balance at
12/31/2011: $

Capital contributions
from member

48,18(

10,06(

Distributions to

member (20,499

Net income 26,09:

Deferred loss from
cash flow hedges —

Reclassification of

deferred gain from

cash flow hedges int

net income e

— 3 — 3

(10,239

(10,249

17,94:

$ 37,94
10,06(

(20,49%)
26,09:

(10,249

17,94

Balance at
12/31/2012:

Capital contributions
from member

63,83¢

12,40(

Distributions to

member (71,73

Net income 31,41:

Deferred gain from
cash flow hedges —

Reclassification of

deferred loss from

cash flow hedges int

net income e

(2,536

2,62C

®4

61,30:
12,40(

(71,73)
31,41:

2,62(

®9

Balance at
12/31/2013:

Capital contributions
from member and
liabilities retained by
affiliate

35,91t

54,20:

Distributions to
member

Net loss prior to the
Offering (27)

(61,60)

35,91

54,20
(61,60

(21

Balance prior to
Corporate
Reorganization and
the Offering:

Reorganization
Transaction:
Issuance of Class B
common stock

Offering
Transactions:

28,48t

(28,480

Offering costs paid —

Issuance of Class A
Common Stock, net
of underwriters

discount —

Distribution of

Offering proceeds

and payment of note

payable to affiliate —

Initial allocation of
non-controlling
interest of Spark
Energy, Inc. effective

on date of Offering —

= 10¢

3C —

70

28,37¢ —

(2,667) =

50,19( —

(47,609 =

(22,23) —

28,48t¢ —

(2,667) =

50,22( —

(47,609 =

(22,23 22,23;

28,48t

(2,667)

50,22(

(47,609
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Tax benefit from tax
receivable agreemel

Liability due to tax
receivable agreement

23,63¢ —

(20,919 —

23,63¢

(20,919

23,63¢

(20,919

Balance at inception
of public company
(8/1/2014):

Stock based
compensation

Consolidated net los
subsequent to the
Offering

Distributions paid to
Class B non-
controlling unit
holders

Dividends paid to
Class A common
shareholders

3,00(

10,75(

3C

10¢

8,78¢ —

51C —

- (54)

= (721

8,92«

51C

(59)

(721)

22,23:

(4,190

(2,589

31,15¢

51C

(4,249

(2,589

(721)

Balance at
12/31/2014: $

3,00(

10,75(

3C

10¢

$ 9,20 $ (77

8,65¢

$

15,45¢

$ 24,110

The accompanying notes are an integral part ofdnebined and consolidated financial statements.
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SPARK ENERGY, INC.
COMBINED AND CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012
(in thousands)

Year Ended December 31,

2014 2013 2012

Cash flows from operating activities:
Net (loss) income $ (4,265 $ 31,41 $ 26,09

Adjustments to reconcile net (loss) income to netsh flows provided by
operating activities:

Depreciation and amortization expense 22,22: 16,21°¢ 22,79t
Deferred income taxes (1,069 — —
Stock based compensation 85¢ — —
Amortization and write off of deferred financingsts 631 67¢ 91¢
Bad debt expense 10,16¢ 3,101 1,83t
(Gain) loss on derivatives, net 14,53t (6,567 21,48t
Current period cash settlements on derivatives, net 3,47¢ (1,040 (26,80:)
Changes in assets and liabilities:
Increase in restricted cash (707) — —
(Increase) decrease in accounts receivable (11,289 6,33¢ 12,01¢
(Increase) decrease in accounts receivable-afffliat 5,56: 13,36¢ (7,787)
(Increase) decrease in inventory (3,717 (599) 3,44:
Increase in customer acquisition costs (26,19) (8,257) (6,322
(Increase) decrease in prepaid and other currsstsas (6,90%) (1,919 8,50¢
(Increase) decrease in other assets (90 144 34¢
Increase in intangible assets - customer acquisitio (1,545 — —
Increase (decrease) in accounts payable and ad@béities 1,44¢ (7,879 (11,399
Increase (decrease) in accounts payable-affiliates 1,015 — (1,295
Increase (decrease) in other current liabilities 1,86 (51¢) 237
Decrease in other non-current liabilities (149 — —
Net cash provided by operating activities 5,87¢ 44,48( 44,07¢
Cash flows from investing activities:
Purchases of property and equipment (3,040 (2,487 (2,220)
Sale of property, plant and equipment-affiliates — — 577
Net cash used in investing activities (3,040 (1,48)) (1,649
Cash flows from financing activities:
Borrowings on notes payable 78,50( 80,00( 39,50(
Payments on notes payable (44,000 (62,500 (68,529
Deferred financing costs (402) (532 (447)
Member contribution (distributions), net (36,40¢) (59,337) (10,43Y)
Proceeds from issuance of Class A commarksto 50,22( — —
Distributions of proceeds from Offering fidilate (47,559 — —
Payment of note payable to NuDevco (50 — —
Offering costs (2,667) — —
Payment of distributions to Class B non-controllimgt holders (2,589 — —
Payment of dividends to Class A common diaders (723 — —
Net cash used in financing activities (5,669 (42,369 (39,909
Decreases in cash and cash equivalents (2,830 63C 2,52¢
Cash and cash equivalents—beginning of period 7,18¢ 6,55¢ 4,03(
Cash and cash equivalents—end of period $ 435¢ % 7,18¢ $ 6,55¢

Supplemental Disclosure of Cash Flow Information:
Non cash items:



Issuance of Class B common stock $ 28,48¢ $ — § =
Liabilities retained by affiliate $ 29,000 $ — 8 —
Tax benefit from tax receivable agreement $ 23,63t $ — 3 =
Liability due to tax receivable agreement $ 20,767 $ — § —
Initial allocation of non-controlling intese $ 22,23 $ — 3 =
Property and equipment purchase accrual $ 18 — 3 —
Cash paid during the period for:
Interest $ 86C $ 87¢ $ 2,68¢
Taxes $ 85 §$ 198§ 31¢

The accompanying notes are an integral part of¢ngbined and consolidated financial statements.
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SPARK ENERGY, INC.
NOTES TO COMBINED AND CONSOLIDATED FINANCIAL STATEM ENTS

1. Formation and Organization
Organization

Spark Energy, Inc. (the “Company”) is an indepemdetail energy services company that providesisggial and commercial
customers in competitive markets across the UrStates with an alternative choice for natural gabelectricity. The Company
is a holding company whose sole material assetistsns units in Spark HoldCo, LLC (“Spark HoldCo3park HoldCo owns all
of the outstanding membership interests in ea®pafk Energy, LLC (“SE”) and Spark Energy Gas, LEEEG”), the operating
subsidiaries through which the Company operates.ddmpany is the sole managing member of Spark@l responsible for
all operational, management and administrativesitats relating to Spark HoldGobusiness and consolidates the financial re
of Spark HoldCo and its subsidiaries.

The Company is a Delaware corporation formed onl 22, 2014 by Spark Energy Ventures, LLC (“SparieEyy Ventures”) for
the purpose of succeeding to Spark Energy Ventonesership in SE and SEG. Spark Energy Venturesigle member limited
liability company formed on October 8, 2007 undwer Texas Limited Liability Company Act (“TLLCA”) ian affiliate of
NuDevco Retail Holdings, LLC*NuDevco Retail Holdings”), a single member Texasited liability company formed by Spark
Energy Ventures on May 19, 2014 under the TexaimBss Organizations Code (“TBOCNuDevco Retail Holdings was form
by Spark Energy Ventures to hold its investmer§park HoldCo, LLC, our subsidiary and the diresepaof SEG and SE.
NuDevco Retail Holdings is currently a direct wiyatwned subsidiary of Spark Energy Ventures, wisoltholly owned by
NuDevco Partners Holdings, LLC, which is wholly asehby NuDevco Partners, LL“NuDevco Partners”), which is wholly
owned by W. Keith Maxwell 1ll. NuDevco Retail Holtjs formed NuDevco Retail, LLC (“NuDevco Retail’dartogether with
NuDevco Retail Holdings“‘NuDevco”), a single member limited liability compa on May 29, 2014 and it holds a 1% interest in
Spark HoldCo formerly held by NuDevco Retail Holgtn

Prior to the closing of the Company’s initial pubdiffering of 3,000,000 shares of Class A commouglstpar value $0.01 per
share (the “Class A common stock”), representi@d.82% interest in the Company, on August 1, 2@id (Offering”), Spark
Energy Ventures contributed all of its intereseach of SE and SEG to NuDevco Retail Holdings. Nubdretail Holdings in
turn contributed all of its interest in each of &kl SEG to Spark HoldCo. The contribution of thenests in SE and SEG to Sp
HoldCo is not considered a business combinationwated for under the purchase method, as it wesnafer of assets and
operations under common control, and accordingiares were transferred at their historical cbs& Company’s historical
combined financial statements prior to the Offerd@ng prepared using SE’s and SEG'’s historical badfle assets and liabilities,
and include all revenues, costs, assets and tiabikttributed to the retail natural gas and agstinization and retail electricity
businesses of SE and SEG.

SE is a licensed retail electric provider in mu#iptates. SE provides retail electricity servimeend-use retail customers, ranging
from residential and small commercial customeifsitge commercial and industrial users. SE was fdroreFebruary 5, 2002
under the Texas Revised Limited Partnership Actéasdified by the TBOC) and was converted to aadimited liability
company on May 21, 2014.

SEG is a retail natural gas provider and assetnigdtion business competitively serving residentammercial and industrial
customers in multiple states. SEG was formed onalgrnl7, 2001 under the Texas Revised Limited Bestrip Act (as recodified
by the TBOC) and was converted to a Texas limitgality company on May 21, 2014.

As a company with less than $1.0 billion in revendaring its last fiscal year, the Company quaifias an “emerging growth

company” as defined in the Jumpstart Our Businéadups Act of 2012, or the JOBS Act. An emergingvgh company may
take advantage of specified reduced reporting &mer eegulatory requirements.
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The Company will remain an “emerging growth comgdoy up to five years, or until the earliest of (e last day of the fiscal
year in which the Company has $1.0 billion or miarannual revenues; (ii) the date on which the Camybecomes “large
accelerated filer” (the fiscal year-end on whicé tatal market value of the Company’s common ecgatsurities held by non-
affiliates is $700 million or more as of June 3{)) the date on which the Company issues more $R0 billion of non-
convertible debt over a three-year period; or i last day of the fiscal year following the fifthniversary of the Offering.

As a result of the Company's election to availfitsecertain provisions of the JOBS Act, the infaation that the Company
provides may be different than what you may recéiem other public companies in which you hold gmigy interest.

Initial Public Offering of Spark Energy, In

On August 1, 2014, the Company completed the @ieoif 3,000,000 shares of its Class A common stock18.00 per share,
representing a 21.82% voting interest in the Compan

Net proceeds from the Offering we$47.6 million , after underwriting discounts androuissions, structuring fees and offering
expenses. The net proceeds from the Offering waed to acquire units of Spark HoldCo (the “Sparkd@o units”) representing
approximately 21.82% of the outstanding Spark Hold@its after the Offering from NuDevco Retail Holgls and to repay a
promissory note from the Company in the principabant of $50,000 (the “NuDevco Note”). The Compadig/ not retain any of
the net proceeds from the Offering. The Compangrded $2.7 million of previously deferred increnamosts directly
attributable to the Offering as a reduction in ¢gat the Offering date, which were funded by tHéefing proceeds.

The Company also issued 10,750,000 shares of Blassnmon stock, par value 0.01 per share (the ¥CBasommon stock”) to
Spark HoldCo, 10,612,500 of which Spark HoldCordisted to NuDevco Retail Holdings, and 137,500vbfch Spark HoldCo
distributed to NuDevco Retail.

At the consummation of the Offering, the Companyistanding common stock is summarized in the tablew:

Shares of
common stock
Percent
Voting
Number Interest
Publicly held Class A common stock 3,000,00! 21.8%
Class B common stock held by NuDevco Retail Holdjrid C and NuDevco Retail, LLC 10,750,00 78.1&%0
Total 13,750,00 100.0(%

Credit Facility

Concurrently with the closing of the Offering, tiempany entered into a new $70.0 million seniousst credit facility (“Senior
Credit Facility”). See Note 4 “Long-Term Debt” further discussion.

Exchange and Registration Rigl

NuDevco has the right to exchange (“Exchange Right”) all or a portion of its Spark ld@lo units (together with a
corresponding number of shares of Class B comnmamk)sfor Class A common stock (or cash at Spark@nenc.’s or Spark
HoldCo'’s election (the “Cash Option”)) at an excgamatio of one share of Class A common stock &heSpark HoldCo unit
(and corresponding share of Class B common stoaljamged. In addition, NuDevco has the right, uréetain circumstances,
cause the Company to register the offer and regdlieiDevco's shares of Class A common stock obtignesuant to the
Exchange Right.
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Tax Receivable Agreement

Concurrently with the closing of the Offering, tBempany entered into a Tax Receivable Agreement Sgark HoldCo,
NuDevco Retail Holdings and NuDevco Retail. SeeeNit“Transactions with Affiliates” for further discussi.

Other Transactions in Connection with the Consunionaif the Offering

In connection with the Offering the following rastturing transactions occurred:

* SEG and SE were converted from limited partnersinigslimited liability companie:

* SEG, SE and an affiliate entered into an intedawer agreement, pursuant to which such affilegeeed to be solely
responsible for $29.0 million of the outstandingabtedness. SE and SEG repaid their outstandiefpiedness of $10.0
million and borrowed $10.0 million under the ComyparSenior Credit Facility,

* NuDevco Retail Holdings contributed all of its irgsts in SEG and SE to Spark HoldCo in exchangelfaf the
outstanding units of Spark HoldCo and transfer84dof those Spark HoldCo units to NuDevco Retail;

* NuDevco Retail Holdings transferred Spark HoldCdsuto the Company for tt$50,000 NuDevco Note and the limited
liability company agreement of Spark HoldCo was adeel and restated to admit the Company as itssataging
member.

Following the Offering, the Company purchased 2,992 Spark HoldCo units from NuDevco Retail Holdirand repaid the
NuDevco Note. Thi2,997,222 Spark Holdco units we purchased wittptieeeeds from the Offering, together with the 2,778
Spark HoldCo units we purchased in exchange foNthieevco Note prior to the Offering, represent é882% ownership interest
in Spark HoldCo. After giving effect to these traasons and the Offering, the Company owns an aqpmate 21.82% interest in
Spark HoldCo. NuDevco Retail Holdings owns an appnate 77.18% interest in Spark HoldCo and 10,802 ghares of Class B
common stock, and NuDevco Retail owns a 1% inténeSpark HoldCo and 137,500 shares of Class B comstock.

Each share of Class B common stock, all of whidieisl by NuDevco, has no economic rights but exstitls holder to one vote
all matters to be voted on by shareholders genetdtilders of Class A common stock and Class B comstock vote together as
a single class on all matters presented to ouebkbdders for their vote or approval, except asmitse required by applicable law
or by our certificate of incorporation.

2. Basis of Presentation and Summary of Significar&ccounting Policies

The accompanying combined and consolidated finhatagéements have been prepared in accordancewatiunting principles
generally accepted in the United States of Am&fiGAAP”) and pursuant to the rules and regulatiohthe Securities and
Exchange Commission (“SEC”). All significant interapany transactions and balances have been eladiiathe combined and
consolidated financial statements.

The accompanying combined and consolidated finhet@éements have been prepared in accordanceReghlation SX, Article
3, General Instructions as to Financial Statements Staff Accounting Bulletin (“SAB”) Topic 1-B, Allagons of Expenses and
Related Disclosures in FinanciStatements of Subsidiaries, Divisions or Lessem®ss Components of Another Entaitya
stand-alone basis and are derived from SE’s andsSii&orical basis in the assets and liabilitiefobe the Offering and Spark
Energy Inc.’s financial results after the Offerigd include all revenues, costs, assets anditiebiattributable to the retail
natural gas and asset optimization and retail ebitgtbusinesses of SE and SEG for the periods poi the Offering that are
specifically identifiable or have been allocatedite Company. Management has made certain assurgtnal estimates in order
to allocate a reasonable share of expenses toampahy, such that the Company’s combined and ciolagedt financial
statements reflect substantially all of its cogtdang business. The Company also enters inte#éetions with and pays certain
costs on behalf of affiliates under common contrarder to reduce
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risk, reduce administrative expense, create ecamofiscale, create strategic alliances and supays and services to these
related parties. The Company direct bills certxipemses incurred on behalf of affiliates or allesatertain overhead expenses to
affiliates associated with general and administeasiervices based on services provided, departmesgige, or headcount, which
are considered reasonable by management. Thetadloeand related estimates and assumptions acelole more fully in Note
11 “Transactions with Affiliates”. These costs arg necessarily indicative of the cost that the §any would have incurred had
it operated as an independent stand-alone entdy forthe Offering. Affiliates have also reliedarpSpark Energy Ventures as a
participant in the credit facility for periods prito the Offering as described more fully in Notd.dng-Term Debt". As such, the
Company’s combined and consolidated financial statés do not fully reflect what the Company’s finih position, results of
operations and cash flows would have been had ohep@ny operated as an independent stand-alone ogmpar to the
Offering. As a result, historical financial infortian prior to the Offering is not necessarily inalive of what the Company’s
results of operations, financial position and démlvs will be in the future. The Company’s combiresttl consolidated financial
statements include all wholly-owned and controBabsidiaries.

Cash and Cash Equivalents

Cash and cash equivalents consist of all unrestridemand deposits and funds invested in highlydiqstruments with original
maturities of three months or less. The Companipgally assesses the financial condition of tiiiutions where these funds
are held and believes that its credit risk is madimith respect to these institutions.

Restricted Cas

Restricted cash consists of cash that has beeeddla@scrow for a contractually designated futige. As of December 31, 2014,
the Company had $0.7 million in restricted cashtesl to future required payments for customer adtipns as described in more
detail in Note 13 “Customer Acquisitions”. The réged cash is classified as current as the paysfenthese customers are
expected to be made in the first quarter of 20t&r& was no restricted cash as of December 31, 2013

Accounts Receivab

Trade accounts receivable are recorded at theaasd@mount and do not bear interest. Accountsvaisks in the combined and
consolidated balance sheets are net of allowamadoidbtful accounts of $8.0 million and $1.2 miflias of December 31, 2014
and 2013, respectively.

The Company accrues an allowance for doubtful attsdobased upon estimated uncollectible accoungsvade considering
historical collections, accounts receivable aginglgsis, credit risk and other factors. The Comparites off accounts receivable
balances against the allowance for doubtful acsowhien the accounts receivable is deemed to bdlectdale. Bad debt expense
of $10.2 million , $3.1 million and $1.8 millionag recorded in general and administrative expengesicombined and
consolidated statements of operations for the yer@ied December 31, 2014, 2013 and 2012, respigctive

The Company conducts business in many utility sermiarkets where the local regulated utility ipagssible for billing the
customer, collecting payment from the customerranaitting payment to the Company (“POR programshjis POR service
results in substantially all of the Company’s cteidk being linked to the applicable utility, whigenerally has an investment-
grade rating, and not to the end-use customerCBmepany monitors the financial condition of eadlitytand currently believes
that its susceptibility to an individually signiéint writeoff as a result of concentrations of customer antoreceivable with tho:
utilities is remote. Trade accounts receivable #natpart of a local regulated utilisyPOR program are recorded on a gross be
accounts receivable in the combined and consotidad¢ance sheets. The discount paid to the logalaed utilities is recorded
general and administrative expense in the combaneldconsolidated statements of operations.
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In markets that do not offer POR services or wienGompany chooses to directly bill its customeestain receivables are billed
and collected by the Company. The Company bearsrdtht risk on these accounts and records an pppte allowance for
doubtful accounts to reflect any losses due to peyment by customers. The Company’s customersdigdually insignificant
and geographically dispersed in these markets Ciimpany writes off customer balances when it beBeat amounts are no
longer collectible and when it has exhausted almsdo collect these receivables.

Inventory

Inventory consists of natural gas used to fulfiltlananage seasonality for fixed and variable-pmetail customer load
requirements and is valued at the lower of weiglategtage cost or market. Purchased natural gas a@stecognized in the
combined and consolidated statements of operatittsn retail cost of revenues, when the natues § sold and delivered our
the storage facility. There were no inventory imnpegnts recorded for the years ended December 34, 2013 and 2012. When
natural gas is sold costs are recognized in thébowad and consolidated statements of operatioribjnwietail cost of revenues, at
the weighted average cost value at the time ofdhe

Customer Acquisition Costs

The Company has retail natural gas and electricistomer acquisition costs, net of $12.4 milliod &4.8 million recorded in
current assets and $3.0 million and $2.9 milliccorded in noncurrent assets representing direpbree advertising costs as of
December 31, 2014 and 2013, respectively. Custaeugrisition costs is spending for organic custoaoguisitions and does not
include customer acquisitions through merger awmgiagion activities, which are recorded as intd@hgiassets. Amortization of
customer acquisition costs, recorded in depreciaia amortization in the combined and consolidatatéments of operations,
was $18.5 million , $10.1 million and $16.4 millidor the years ended December 31, 2014, 2013 ah#, 28spectively.
Capitalized direct response advertising costs sbpsimarily of hourly and commission based teldmating costs, door-to-door
agent commissions and other direct advertisingscastociated with proven customer generation, endagitalized and amortiz
over the estimated two -year average life of aarast in accordance with the provisions of FASB ABID-20,Capitalized
Advertising Cost.

Recoverability of customer acquisition costs isleated based on a comparison of the carrying amafuthie customer acquisitic
costs to the future net cash flows expected todneigated by the customers acquired, consideringfipassumptions for
customer attrition, per unit gross profit, and @pieig costs. These assumptions are based on ftgeratshistorical experience.

Based on the analysis described above, for thegreted December 31, 2014, the Company recordetbeatesl amortization of
such costs of $6.5 million associated with capitadi customer acquisition costs in California an@ $fillion associated with
capitalized customer acquisition costs in MassagttsisThis accelerated amortization expense isidie in “depreciation and
amortization” on the statement of operations. Thezee no such accelerated amortization chargesdeddor the year ended
December 31, 2013 and 2012.

Intangibles- Customer Acquisitions

Customer acquisitions through merger and acquisditivities are recorded as intangible assetsgm@sent customer contract
acquisitions not acquired through the direct respadvertising discussed above @ustomer Acquisition CostsThe Company
has recorded $1.5 million , net of amortizationpBecember 31, 2014 related to these intangidets. These intangibles are
amortized over the estimated three -year averégefiithe related customer contracts acquired.

We review intangible assets for impairment whenewents or changes in business circumstances tedlva carrying value of
the intangible assets may not be recoverable. imgait is indicated when the undiscounted cash flestisnated to be generated
by the intangible assets are less than their réspazarrying value. If an
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impairment exists, a loss would be recognizedHerdifference between the fair value and carryialge of the intangible assets.
No impairments of intangible assets were recorde?DiL4, 2013 and 201

Deferred Financing Cosl

Costs incurred in connection with the issuanc®ofiiterm debt are capitalized and amortized taesteexpense using the
straight-line method over the life of the relatedd-term debt due to the variable nature of the @ony’'s long-term debt.

Property and Equipmel

The Company records property and equipment atrigataost. Depreciation expense is recorded dnagght-line method based
on estimated useful lives. When assets are platedervice, management makes estimates with regpeseful lives and
salvage values of the assets.

When items of property and equipment are sold loeretise disposed of, any gain or loss is recordetle combined and
consolidated statements of operations.

The Company capitalizes costs associated withriatarse software projects in accordance with FASCA opic 350-40,
InternalUse Software Capitalized costs are the costs incurred dutiegapplication development stage of the internal-us
software project such as software configuratiowljrog, installation of hardware and testing. Costaiired during the preliminary
or post-implementation stage of the internal-usenswe project are expensed in the period incurféese types of costs include
formulation of ideas and alternatives, training apglication maintenance. After internal-use sofenarojects are completed, the
associated capitalized costs are depreciated bgarstimated useful life of the related assetréstecosts incurred while
developing internal-use software projects are afipid in accordance with FASB ASC Topic 835-2@pitalization of Interest
Capitalized interest costs for the years ended mbee 31, 2014, 2013 and 2012 were not material.

Segment Reporting

The FASB ASC Topic 28Gegment Reportingestablished standards for entities to reportrmédion about the operating
segments and geographic areas in which they opditseeCompany operates two segments, retail nagasahnd retail electricity,
and all of its operations are located in the Uni¢ates.

Revenues and Cost of Rever

The Company’s revenues are derived primarily fromdale of natural gas and electricity to retastemers. The company also
records revenue from sales of natural gas andrieigcto wholesale counterparties, including affies. Revenues are recognized
by the Company using the following criteria: (1yseasive evidence of an exchange arrangement g@stelivery has occurred
or services have been rendered, (3) the buyere Bifixed or determinable and (4) collectiondasonably assured. Utilizing
these criteria, revenue is recognized when thealagas or electricity is delivered. Similarly, ta$ revenues is recognized when
the commodity is delivered.

Revenues for natural gas and electricity salesesn@gnized upon delivery under the accrual metNadural gas and electricity
sales that have been delivered but not billed bipdend are estimated. Accrued unbilled revenuedased on estimates of
customer usage since the date of the last metgpreaided by the utility. Volume estimates areduhen forecasted volumes and
estimated customer usage by class. Unbilled reweargecalculated by multiplying these volume esimdy the applicable rate
by customer class. Estimated amounts are adjudted actual usage is known and billed.

The Company records gross receipts taxes on a lgasssin retail revenues and retail cost of reesnDuring the years ended
December 31, 2014, 2013 and 2012, the Companys revenues and retail cost of revenues includedggreceipts taxes of $3.0
million , $3.5 million and $5.1 million , respectily.
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Costs for natural gas and electricity sales areg®ized as the commaodity is delivered to the custaimder the accrual method.
Natural gas and electricity costs that have nonlieiéd to the Company by suppliers but have beearred by period end a
estimated. The Company estimates volumes for lajasaand electricity delivered based on the fa®zhrevenue volumes,
estimated transportation cost volumes and estimafi@ther costs associated with retail load whiahies by commodity utility
territory. These costs include items like ISO feegillary services and renewable energy cred#sntated amounts are adjusted
when actual usage is known and billed.

The Company'’s asset optimization activities, wipcimarily include natural gas physical arbitrage ather short term storage
and transportation opportunities, meet the de@inivf trading activities and are recorded on &asts in the combined and
consolidated statements of operations in net aggehization revenues pursuant to FASB ASC &é&rivatives and Hedging

The Company recorded asset optimization revenuisaply related to physical sales or purchasesoofimodities, of $284.6
million , $192.4 million and $248.6 million for theears ended December 31, 2014, 2013 and 2012atesgy, and recorded
asset optimization costs of revenues of $282.3amill $192.1 million and $249.7 million for the yea@nded December 31, 2014,
2013 and 2012, respectively, which are presenteslrogt basis in asset optimization revenues.

Natural Gas Imbalance

The combined and consolidated balance sheets mcdatliral gas imbalance receivables and payabléshwprimarily results
when customers consume more or less gas than easiblivered by the Company to local distributiompanies (“LDCs"). The
settlement of natural gas imbalances varies by L€typically the natural gas imbalances areesith cash or in kind on a
monthly, quarterly, semi-annual or annual basi® iftbalances are valued at an estimated net rbkdizalue. The Company
recorded an imbalance receivable of $1.4 milliod $0.7 million recorded in other current assetshencombined and
consolidated balance sheets as of December 31,£2@12013, respectively. The Company recorded aalance payable of $0.6
million and zero recorded in other current lia@kton the combined and consolidated balance sagsetsDecember 31, 2014 and
2013, respectively.

Fair Value

FASB ASC 820Fair Value Measurementestablished a single authoritative definitiorfaif value, set out a framework for
measuring fair value, and requires disclosures taflairwvalue measurements. The standard clarifiesfair value is an exit price,
representing the amount that would be receiveéltan asset or paid to transfer a liability inaderly transaction between
market participants. The standard utilizes a falug hierarchy that prioritizes the inputs to tlhéuation techniques used to
measure fair value into three broad levels basegloted prices in active market, observable magkees, and unobservable
market prices.

When the Company is required to measure fair valnd,there is not a quoted or observable markee ffor a similar asset or
liability, the Company utilizes the cost, income pwarket valuation approach depending on the qualitnformation available to
support management’s assumptions.

Derivative Instrument

The Company uses derivative instruments such assiitswaps, forwards and options to manage thencality price risks of its
business operations.

All derivatives, other than those for which an etten applies, are recorded in the combined andaatated balance sheets at
fair value. Derivative instruments representingeafized gains are reported as derivative assets déiivative instruments
representing unrealized losses are reported asatied liabilities. The Company has elected to efflsmounts in the combined ¢
consolidated balance sheets for derivative instnisnexecuted with the same counterparty under gemastting arrangement.
One of the exceptions to fair value accountingmadr
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purchases and normal sales, has been elected Bpthpany for certain derivative instruments whandbntract satisfies certain
criteria, including a requirement that physicaliekty of the underlying commodity is probable aaakpected to be used in
normal course of business. Retail revenues antl cetd of revenues resulting from deliveries ofrenodities under normal
purchase contracts and normal sales contractecteled in earnings at the time of contract segleim

To manage commodity price risk, the Company hoddtam derivative instruments that are not heldifading purposes and are
not designated as hedges for accounting purposegevér, to the extent the Company does not hokktifhg positions for such
derivatives, they believe these instruments reptessonomic hedges that mitigate their exposufitbuations in commodity
prices. As part of the Company’s strategy to openits assets and manage related commaodity riskisoi manages a portfolio of
commodity derivative instruments held for tradinggmoses. The Company uses established policiepracddures to manage the
risks associated with price fluctuations in thesergy commodities and uses derivative instrumenteduce risk by generally
creating offsetting market positions.

Changes in the fair value of and amounts realizaxhisettiement of derivative instruments not heldtifading purposes are
recognized currently in earnings in retail revenoiesetail costs of revenues, respectively.

Changes in the fair value of and amounts realipsohsettlement of derivative instruments held fading purposes are
recognized currently in earnings in net asset dp#tion revenues.

The Company has historically designated a portfaruo derivative instruments as cash flow hedgesécounting purposes. For
all hedging transactions, the Company formally soented the hedging transaction and its risk manageobjective and strate
for undertaking the hedge, the hedging instruntéetnature of the risk being hedged, how the hefigisirument’s effectiveness
in offsetting the hedged risk was assessed praspbcand retrospectively, and a description of itethod used to measure
ineffectiveness. The Company also formally assedsm#t at the inception of the hedging transacsiod on an ongoing basis,
whether the derivatives used in hedging transastioere highly effective in offsetting changes isltdlows of hedged
transactions. For derivative instruments that vdersignated and qualified as part of a cash flovgimggtransaction, the effective
portion of the gain or loss on the derivative wesarted as a component of other comprehensive im@md reclassified into
earnings in the same period or periods during whernedged transaction affected earnings. Gainsoasds on the derivative
representing either hedge ineffectiveness or hedggonents excluded from the assessment of eféstss were recognized in
current earnings. Hedge accounting was discontipuasbectively for derivatives that ceased to lghlieffective hedges or
when the occurrence of the forecasted transactasne longer probable.

Effective July 1, 2013, the Company elected toatiioue hedge accounting prospectively and begaectrd the changes in fair
value recognized in the combined and consolidatgersent of operations in the period of changeaBse the underlying
transactions were still probable of occurring, ttlated accumulated OCI was frozen and recognizeaiinings as the underlying
hedged item was delivered. As of December 31, 2012013, the Company has no gains or losses oratiees that were
designated as qualifying cash flow hedging tramgastrecorded as a component of accumulated OGI| pseviously deferred
gains and losses on qualifying hedge transactiae veclassified into earnings during the year dridlkecember 31, 2013 and
2012 when the associated hedged transactions e@weded into earnings.

Income Taxe

The Company recognizes the amount of taxes payalkfundable for the year. In addition, the Compfmilows the asset and
liability method of accounting for income taxes whédeferred tax assets and liabilities are receghiar the expected future tax
consequences of events that have been recognitiee fimancial statements or tax returns and operéss carryforwards.
Deferred tax assets and liabilities are measured) ehacted tax rates expected to apply to taxabteme in those years in which
those temporary differences are expected to beveeed or settled. The effect on deferred tax assetdiabilities of a change in
the tax rates is recognized in
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income in the period that includes the enactmetg. davaluation allowance is provided for defertax assets if it is more likely
than not that these items will not be realized.

In assessing the realizability of deferred tax @sseanagement considers whether it is more litedy not that some portion or
of the deferred tax assets will not be realizec Tlimate realization of deferred tax assets geddent upon the generation of
future taxable income during the periods in whiobse temporary differences become deductible. Mamagt considers the
projected future taxable income and tax planningtegies in making this assessment. Based updeuékof historical taxable
income and projections for future taxable incomerdfae periods in which the deferred tax assetdedectible, management
believes it is more likely than not that we wilatee the benefits of these deductible differences.

The Company recognizes interest and penaltiesrktatunrecognized tax benefits within the providiar income taxes on
continuing operations in our consolidated statesiehbperations.

Earnings per Shar

Basic earnings per share (“EPS”) is computed bidolig net income attributable to shareholders (theerator) by the weighted-
average number of Class A common shares outstafatiige period (the denominator). Class B comntmaras are not included
in the calculation of basic earnings per share tmethey have no economic interest in the Comaifiyted earnings per share is
similarly calculated except that the denominatanéseased (1) using the treasury stock methoeterchine the potential dilutive
effect of the Company’s outstanding unvested i@stli stock units and (2) using thecdnverted method to determine the pote
dilutive effect of the Compang’Class B common stock. The Company has omittedregr per share prior to the Offering bec:
the Company operated under a sole member equitstsie for those periods.

Nor-controlling Interest

As a result of the Offering, the Company acquired 82% economic interest in Spark HoldCo, antiéssible managing member
in Spark HoldCo, with NuDevco Retail Holdings, Llabd NuDevco Retail, LLC (collectively, “NuDevco@taining a 78.18%
economic interest in Spark HoldCo. As a result,Goenpany has consolidated the financial positiahrasults of operations of
Spark HoldCo and reflected the economic interdairred by NuDevco as a non-controlling interestt iNeome attributable to
non-controlling interest for the year ended Decenie 2014 represents the net income attributabMuDevco prior to the
Offering and NuDevco'’s retained interest subseqtetiie Offering.

Commitments and Contingencies

The Company enters into various firm purchase afelcommitments for natural gas, storage, tranaport, and electricity that
do not meet the definition of a derivative instrurher for which the Company has elected the nopuathase or normal sales
exception. Management does not anticipate that soictimitments will result in any significant gainslosses based on current
market conditions.

Liabilities for loss contingencies arising fromiate, assessments, litigation, fines, penaltiesadher sources are recorded whe
is probable that a liability has been incurred tredlamount can be reasonably estimated. Legal mmstsed in connection with
loss contingencies are expensed as incurred.

Transactions with Affiliates

The Company enters into transactions with and sicartain costs on behalf of affiliates that ammemwnly controlled by
NuDevco Partners Holdings in order to reduce rislluce administrative expense, create economissatd, create stratec
alliances and supply goods and services to théstedeparties. These transactions include, buharémited to, certain services
the affiliated companies associated with the Comisaatebt facility prior to the Offering, employeetefits provided through the
Company’s benefit plans, insurance plans, leasickof
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space, and administrative salaries for accounting,legal, or technology services. As such, tlemapanying combined and
consolidated financial statements include costshtaae been incurred by the Company and then dirbitied or allocated to
affiliates and are recorded net in general and agtnative expense on the combined and consolididtgdments of operations
with a corresponding accounts receivable-affiliageprded in the combined and consolidated balaheets. Additionally, the
Company enters into transactions with certainiaték for sales or purchases of natural gas awttielgy, which are recorded in
retail revenues, retail cost of revenues, and settaoptimization revenues in the combined andalisladed statements of
operations with a corresponding accounts receivaffiliéate or accounts payable-affiliate in the dumimed and consolidated
balance sheets. See Note 11, “Transactions wititighés” for further discussion.

Use of Estimates and Assumptions

The preparation of the Company’s combined and dimtsed financial statements requires estimatesaasdmptions that affect
the reported amounts of assets and liabilitiesdiselosure of contingent assets and liabilitiethatdate of the combined financial
statements and the reported amounts of revenuesxgedses during the period. Actual results coudtenmally differ from those
estimates. Significant items subject to such esémby the Company’s management include estimatambilled revenues and
related cost of revenues, provisions for uncolbdetreceivables, valuation of customer acquisitiosts, estimated useful lives of
property and equipment, valuation of derivatived egserves for contingencies.

Subsequent Events

Subsequent events have been evaluated throughtinéheése financial statements are issued. Anyriabseibsequent events that
occurred prior to such date have been properlygrized or disclosed in the combined and consolitiatancial statements. See
Note 14“Subsequent Events” for further discussion.

Recent Accounting Pronounceme

In May 2014, the Financial Accounting StandardsrBdaFASB”) issued Accounting Standards Update (K&pNo. 2014-09,
Revenue from Contracts with Custorr, which requires an entity to recognize the amad@imévenue to which it expects to be
entitled for the transfer of promised goods or mewto customers. ASU 2014-09 will replace mogtterg revenue recognition
guidance in GAAP when it becomes effective on Jania2017. Early application is not permitted. Htandard permits the use
of either the retrospective or cumulative effeansition method. The Company is evaluating theceffeat ASU 20149 will have
on its financial statements and related disclosurfiee Company has not yet selected a transitiohadetor has it determined the
effect of the standard on its ongoing financialomipg.

In August 2014, the FASB issued ASU No. 2014-1Bedentation of Financial Statements - Going Cong&ubtopic 205-40):
Disclosure of Uncertainties about an En’s Ability to Continue as a Going ConcefiASU 2014-15"). The new guidance
clarifies management’s responsibility to evaluateether there is substantial doubt about an entitlyikty to continue as a going
concern and to provide related footnote disclostil) 2014-15 is effective for annual periods endiftgr December 15, 2016
and for annual periods and interim periods theeeaBarly adoption is permitted. The Company da#srpect the adoption to
have a material effect on the combined or cons@difinancial statements.

In November 2014, the FASB issued ASU No. 2014Béjvatives and Hedgingwhich clarifies how current GAAP should be
interpreted in evaluating the economic characiesistind risks of a host contract in a hybrid finahimstrument that is issued in
the form of a share. The amendments in this Upal@effective for public business entities for dilsgears, and interim periods
within those fiscal years, beginning after Decenitigr2015. Early adoption, including adoption initerim period, is permitted.
The Update does not change the current critel@AAP for determining when separation of certain edded derivative features
in a hybrid financial instrument is required. Then@pany does not believe the adoption of this ASbaee a material impact on
the combined and consolidated financial statements.
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In February 2015, the FASB issued ASU No. 2015hsolidation (Topic 81QFASU 2015-02"). The new guidance changes
the analysis that a reporting entity must perfoordétermine whether it should consolidate certgmes of legal entities. ASU
2015-02 is effective for fiscal years, and for riiteperiods within those fiscal years, beginninggeDecember 15, 2015. Early
adoption is permitted, including adoption at ariimh period. The Company has not yet determineeétfeet of the standard on
ongoing financial reporting.

3. Property and Equipment

Property and equipment consist of the following ante as of (in thousands):

Estimated

useful December 31, December 31,

lives (years) 2014 2013
Information technology 2-5 $ 25,58¢( % 22,52¢
Leasehold improvements 2-5 4,56¢ 4,56¢
Furniture and fixtures 2-5 99¢ 99¢
Total 31,15« 28,09t
Accumulated depreciation (26,939 (23,279
Property and equipment—net $ 4,221 % 4,817

Information technology assets include software @nsultant time used in the application, develograed implementation of
various systems including customer billing and uvese management systems. As of December 31, 2@l 2G8 , information
technology includes $0.4 million and $1.3 milliorespectively, of costs associated with assetgetqblaced into service.

Depreciation expense recorded in the combined anslatidated statements of operations was $3.7amill$6.1 million and $6.4
million for the years ended December 31, 202@13 and 2012, respectively.

4. Long-Term Debt

In October 2007, Spark Energy Ventures and alisodubsidiaries (collectively, the “Borrowers”) tered into a credit agreement,
consisting of a working capital facility, a termalband a revolving credit facility (the “Credit Agment”), with SE and SEG as
co-borrowers under which they were jointly and sevgi@ble for amounts Borrowers borrowed under @redit Agreement. Th
Credit Agreement was secured by substantiallyfahh® assets of Spark Energy Ventures and its dizigs.

The Credit Agreement was amended on May 30, 20@8aade for a $177.5 million working capital fagil, a $100 million term
loan, and a $35 million revolving credit facilitn January 24, 2011, the Borrowers amended aratedshe Credit Agreement
(the “Fifth Amended Credit Agreement”) to decrettsaworking capital facility to $150 million , ta¢rease the term loan to $130
million and to eliminate the revolving credit fatil

On December 17, 2012, the Borrowers amended atatedshe Fifth Amended Credit Agreement to de@das working capital
facility to $70 million , to decrease the term Idar$125 million and to reinstate the revolvingditéacility in the amount of $30
million (the “Sixth Amended Credit Agreement”).

On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was
formerly a wholly owned subsidiary of Spark Enexggntures, the Sixth Amended Credit Agreement wasraled and restated to
increase the working capital facility to $80 milli@and eliminate the term loan and revolving créaditlity (the “Seventh Amende
Credit Agreement”) and to remove Marlin as a p#&otthe Credit Agreement. The Seventh Amended ChAggliéement continued
to be secured by the assets of Spark Energy Vename its subsidiaries through completion of thiefg.
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Although SE and SEG, as wholly owned subsidiarfeSpark Energy Ventures, were jointly and severlidllyle for Marlin’'s
borrowing under the Sixth Amended Credit Agreengitr to the Marlin initial public offering, SE ar®EG did not historically
have access to or use the term loan and the regotvedit facility utilized by Marlin. SE and SEGere the primary recipients of
the proceeds from the working capital facility.

The Company adopted ASU 2003, which prescribes the accounting for joint aedesal liability arrangements early and app
the accounting in the guidance combined and caestielil financial statements prior to the Offeringeagiired by the standard.
This guidance requires an entity to measure itigatibn resulting from joint and several liabildyrangements for which the total
amount under the arrangement is fixed at the rigwpdate, as the sum of the amount the reportitityeagreed to pay on the ba
of its arrangement among its co-obligors and amljt@dal amount the reporting entity expects to paybehalf of its co-obligors.
Based on the Sixth Amended Credit Agreement podhé Marlin initial public offering and understang among the Borrowers,
the term loan and the revolving credit facility werssigned specifically to Marlin. The Company tee®gnized the proceeds fri
the working capital facility in its combined findatstatements prior to the Offering, which reprded the amounts the Company
with the other Borrowers agreed to pay, and theusntsothe Company expected to pay.

Working Capital Facility

The working capital facility was $150 million in 28 under the Fifth Amended Credit Agreement and lai@s amended to $70
million on December 17, 2012 under the Sixth Ameh@eedit Agreement. On July 31, 2013, and in cocfjon with the Seventh
Amended Credit Agreement, the working capital facivas increased to $80 million .

The working capital facility was available for usg Spark Energy Ventures and its affiliates toficeathe working capital
requirements related to the purchase and saletafah@as, electricity, and other commodity produutt related to the retail
natural gas and asset optimization and retail iyt businesses of the Company. The Company’shioed financial statements
include the total amounts outstanding under thekingrcapital facility of $27.5 million as of Decemb31, 2013, which is
classified as current in the combined and consi@dlbalance sheet as the working capital faciliag @rawn upon and repaid on &
monthly basis to fund working capital needs. Podiof the borrowings were used to fund equity thatrons to the sole member
of the Company to fund unrelated operations offéilleée under the common control of the sole memgor to the Offering. Th
total amounts outstanding under the facility aDetember 31, 2013 and through the Offering datieided $29.0 milliorthat was
retained and paid off by an affiliate in connectgith the Offering.

Further, through the issuance of letters of crek@ Company was able to secure payment to supphier obligation is recorded
for such outstanding letters of credit unless teydrawn upon by the suppliers and in the evenpalier draws on a letter of
credit, repayment is due by the earlier of demanthb bank or at the expiration of the applicabtedt Agreement. Letters of
credit issued and outstanding as of December 313 @@re $10.0 million .

Under the working capital facility, the Companydgaifee with respect to each letter of credit idsared outstanding. For the ye
ended December 31, 2012013 and 2012, the Company incurred fees on letfersedit issued and outstanding totaling $0.4
million , $0.5 million and $0.6 million , respectively, whithrecorded in interest expense in the combinedcansolidated
statements of operations.

Under the Sixth Amended Credit Agreement, the Comppeas able to elect to have loans under the wgr&radit facility bear
interest either (i) at a Eurodollar-based rate plmsargin ranging from 3.00% to 3.75% dependinghenCompany’s consolidated
funded indebtedness ratio then in effect, or (i dase rate loan plus a margin ranging from 2.@02675% depending on the
Company’s consolidated funded indebtedness ratio ith effect. The Company also paid a nonutilizafee equal to 0.50% per
annum.

Under the Seventh Amended Credit Agreement, thegaomwas able to elect to have loans under theingdapital facility bee
interest (i) at a Eurodollar-based rate plus a mamnging from 3.00% to 3.25% , depending on thark Energy Ventures’
aggregate amount outstanding then in effect, (i) laase rate loan plus a margin
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ranging from 2.00% to 2.25% , depending on Spare@nVentures’ aggregate amount outstanding thexfféct or (iii) a cost of
funds rate loan plus a margin ranging from 2.509%.%%% , depending on Spark Energy Ventures’ aggeegmount outstanding
then in effect. Each working capital loan made assalt of a drawing under a letter of credit beatsrest on the outstanding
principal amount thereof from the date funded #dating rate per annum equal to the cost of furadis plus the applicable marg
until such loan has been outstanding for more thvarbusiness days and, thereafter, bears intenesteooutstanding principal
amount thereof at a floating rate per annum equtle base rate plus the applicable margin, plospgeycent 2.00% per annum.
The Company incurred interest expense relatedtoemolving credit facilities of $0.4 million$0.3 million and $1.3 million for
the years ended December 31, 202@13 and 2012, respectively, which is recordeaterest expense in the combined and
consolidated statements of operations.

The Company also paid a commitment fee equal 10%0.per annum. The Company incurred commitmentffeas the prior and
current facilities totaling $0.1 million$0.2 million and $0.5 million for the years endeedember 31, 20142013 and 2012,
which is recorded in interest expense in the coatband consolidated statements of operations.

Deferred Financing Cosl

Deferred financing costs were $0.3 million (allvdiich represents capitalized financing costs rdl&tehe new Senior Credit
Facility entered into on August 1, 2014) and $0ilian as of December 31, 2014 and 2013 , respelgtiOf these amounts, $0.2
million and $0.4 million is recorded in other curt@ssets in the combined and consolidated bakimeets as of December 31,
2014 and 2013, respectively, and $0.1 million $0d million is recorded in other assets in the loimad and consolidated
balance sheets as of December 31, 2014 and 28%Beatively, based on the terms of the workingtabfacilities.

Amortization and write offs of deferred financingsts were $0.6 million (which included $0.3 milliohdeferred financing costs
written off upon extinguishment of the Seventh Arheh Credit Facility), $0.7 million (which includé&®.1 million of deferred
financing costs written off in connection with tegecution of the Seventh Amended Credit Facildy $0.9 million (which
included $0.3 million of deferred financing coststten off in connection with the execution of tBexth Amended Credit
Facility), for the years ended December 31, 2013 and 2012, respectively, which is recordeaterest expense in the
combined and consolidated statements of operations.

NuDevco Nott

NuDevco Retail Holdings transferred Spark HoldCaauto the Company for t+r$50,000 NuDevco Note, and the limited liability
company agreement of Spark HoldCo was amendedestated to admit Spark Energy, Inc. as its soleagiag member. This
promissory note was repaid in connection with pedsefrom the Offering.

New Credit Facility

Concurrently with the closing of the Offering, tBempany entered into the $70.0 milliSenior Credit Facility, which matures
August 1, 2016. If no event of default has occurtkd Company has the right, subject to approvahbyadministrative agent and
each issuing bank, to increase the commitmentsruhdeSenior Credit Facility up to $120.0 milliohe Company borrowed
approximately $10.0 million under the Senior Creéditility at the closing of the Offering to repayfull the outstanding
indebtedness under the Seventh Amended Credit Agnetethat SEG and SE agreed to be responsiblaifeug@nt to an
interborrower agreement between SEG, SE and diatfiThe remaining $29.0 million of indebtednessstanding under the
Seventh Amended Credit Agreement at the Offerirtg deas paid down by our affiliate with its own fnconcurrent with the
closing of the Offering pursuant to the terms @& ifiterborrower agreement. Following this repaymting Seventh Amended
Credit Agreement was terminated. The Company h&dillion in letters of credit issued under the BeCredit Facility at
inception. As of December 31, 2014 , the Compary$88.0 million outstanding under the Senior Créditility and $10.7
million in letters of credit issued. The Senior ditd=acility is available to fund expansions, asifions and working capital
requirements for operations and general corponategses.
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At our election, interest under the Senior Creditilty is generally determined by reference to:

» the Eurodollar-based rate plus a margin ranffimm 2.75% to 3.00% , depending on the overaliaatilon of the working
capital facility;

» the alternate base rate loan plus a margin ngnigom 1.75% to 2.00% , depending on the ovetdiration of the
working capital facility; or

» a cost of funds rate loan plus a margin ranfiiom 2.25% to 2.50% , depending on the overallaailon of the working
capital facility.

The interest rate is generally reduced by 25 hasiss if utilization under the Senior Credit Fégiis below fifty percent.

Each working capital loan made as a result of avithga under a letter of credit or a reducing letibcredit borrowing bears
interest on the outstanding principal amount thigieon the date funded at a floating rate per anmgumal to the base rate plus
applicable margin until such loan has been outétgnfdr more than two business days and, theredfears interest on the
outstanding principal amount thereof at a floatiag per annum equal to the base rate plus th&capl@d margin, plus two perce
(2.00% ) per annum. Additionally, the Companyharged a letter of credit fee for letters of creditstanding. Our fee is from
2.00% to 2.50% per annum, depending on the ovatiiflation of the working capital facility and whiype of transaction it
supports.

We pay an annual commitment fee of 0.375% or 0.8%e unused portion of the Senior Credit Facdigpending upon the
unused capacity. The lending syndicate under theoEEredit Facility is entitled to several additad fees including an upfront
fee, annual agency fee, and fronting fees basedpmncentage of the face amount of letters of tpadiable to any syndicate
member that issues a letter a credit. Commitmes# ¥eere immaterial for the year ended Decembe2@®14. The Company paid
no commitment fees related to the Senior CredilliBafor the years ended December 31, 2013 and®201

The Company incurred total interest expense relatgdior and current credit facilities of $1.6 haih , $1.7 million and $3.4
million for the years ended December 31, 202@13 and 2012, respectively.

The Senior Credit Facility is secured by the memsiigrinterests of SE, SEG and the equity of theBGoowers’ present and
future subsidiaries, all of the Co-Borrowers’ ahdit subsidiaries’ present and future property asgets, including accounts
receivable, inventory and liquid investments, aodtml agreements relating to bank accounts.

The Senior Credit Facility contains covenants whahong other things, require the Company to miairttartain financial ratios
or conditions. At all times, the Company must maiiminet working capital, tangible net worth aneeerage ratio to a certain
threshold. The Senior Credit Facility also contaiegative covenants that limit our ability to, amather things, make certain
payments, distributions, investments, acquisit@n®ans.

In addition, the Senior Credit Facility containfirafiative covenants that are customary for creatilities of this type. The
covenants include delivery of financial statememtsluding any filings made with the SEC, maintec&of property and
insurance, payment of taxes and obligations, natesimpliance with laws, inspection of propertyok® and records and audits,
use of proceeds, payments to bank blocked accawstisg of defaults and certain other customarytensit

5. Fair Value Measurements

Fair value is defined as the price that would loeireed to sell an asset or paid to transfer aliiglfexit price) in an orderly
transaction between market participants at the ureagent date. Fair values are based on assumptiansiarket participants
would use when pricing an asset or liability, irthg assumptions about risk and the risks inhéremaluation techniques and the
inputs to valuations. This includes not only theditr standing of
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counterparties involved and the impact of creditatements but also the impact of the Company’sramperformance risk on
its liabilities.

The Company applies fair value measurements tmitamodity derivative instruments based on the Walhg fair value hierarchy
which prioritizes the inputs to valuation technigused to measure fair value into three broaddevel

. Level 1—Quoted prices in active markets for tilsal assets and liabilities. Instruments categuatin Level 1
primarily consist of financial instruments sucheashange-traded derivative instruments.
. Level 2—nputs other than quoted prices recorded in Lewbbl are either directly or indirectly observatdethe

asset or liability, including quoted prices for ganassets or liabilities in active markets, quiopeices for
identical or similar assets or liabilities in in@et markets, inputs other than quoted prices treabaservable for
the asset or liability, and inputs that are derifredh observable market data by correlation or otheans.
Instruments categorized in Level 2 primarily inadutbn-exchange traded derivatives such as overethter
commodity forwards and swaps and options.

. Level 3—Unobservable inputs for the asset dailitg, including situations where there is littké any, observable
market activity for the asset or liability.

As the fair value hierarchy gives the highest jiyaio quoted prices in active markets (Level 1)l éime lowest priority to
unobservable data (Level 3), the Company maxintizesise of observable inputs and minimizes theofisaobservable inputs
when measuring fair value. In some cases, the snpsed to measure fair value might fall in différenels of the fair value
hierarchy. In these cases, the lowest level inpattis significant to a fair value measurementsrentirety determines the
applicable level in the fair value hierarchy.

Nor-Derivative Financial Instruments

The carrying amount of cash and cash equivaleateumts receivable, accounts receivable-affilisaespunts payable, accounts
payable-affiliates, and accrued liabilities recatdethe combined and consolidated balance shppt®ximate fair value due to
the short-term nature of these items. The carrgimgunt of long-term debt recorded in the combiredi@nsolidated balance
sheets approximates fair value because of theblaniate nature of the Company’s long-term debe fHir value of the payable
pursuant to tax receivable agreement-affiliateisdeterminable due to the affiliate nature anthgeof the associated agreement
with the affiliate.

Derivative Instrument

The following tables present assets and liabiltiesasured and recorded at fair value in the Conipaigmbined and consolidai
balance sheets on a recurring basis by and tharvathin the fair value hierarchy as of (in thausls):

Level 1 Level 2 Level 3 Total

December 31, 2014

Non-trading commodity derivative assets $ — $ 8C $ — $ 8C
Trading commodity derivative assets — 13¢ — 13¢
Total commodity derivative assets $ — 3 21€ $ — 3 21€
Non-trading commodity derivative liabilities $ (6,810 $ (5,017 $ — ¢ (11,82Y)
Trading commodity derivative liabilities (32 (14%) — (a77)
Total commodity derivative liabilities $ (6,847 $ (5,162 $ — $ (12,009
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Level 1 Level 2 Level 3 Total

December 31, 2013

Non-trading commodity derivative assets $ — 3 467 $ — 3 4,672
Trading commodity derivative assets — 3,40¢ — 3,40¢
Total commodity derivative assets $ — $ 8,077 $ — $ 8,071
Non-trading commodity derivative liabilities $ (569 $ (854 $ — $ (1,417%)
Trading commodity derivative liabilities 147 (581) — (434)
Total commodity derivative liabilities $ (41¢) $ (1,435 $ — ¢ (1,85))

The Company had no financial instruments measuseduevel 3 at December 31, 2014 and 2013. Thepgaomhad no transfers
of assets or liabilities between any of the abewvels during the year ended December 31, 2014 @18l 2

The Company’s derivative contracts include exchangged contracts fair valued utilizing readily gable quoted market prices
and non-exchange-traded contracts fair valued usigrdcet price quotations available through brokersver-the-counter and on-
line exchanges. In addition, in determining the Yailue of the Company’s derivative contracts, @mmpany applies a credit risk
valuation adjustment to reflect credit risk whistcalculated based on the Company’s or the couartgtp historical credit risks.
As of December 31, 2014 and December 31, 2013c¢rdust risk valuation adjustment was not material.

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdhatons in the price of electricity and naturas gad basis costs, storage anc
ancillary capacity charges from independent sysiparators. The Company uses derivative instruntentsgnage exposure to
these risks, and historically designated certarivdtve instruments as cash flow hedges for actogmpurposes. For derivatives
designated in a qualifying cash flow hedging relaship, the effective portion of the change in failue is recognized in
accumulated other comprehensive income (“OCI "d @etlassified to earnings in the period in whith hedged item affects
earnings. Any ineffective portion of the derivatsvehange in fair value is recognized currentlgarnings.

The Company also holds certain derivative instrusérat are not held for trading purposes but @ ot designated as hedges
for accounting purposes. These derivative instrummpresent economic hedges that mitigate the @oy'gp exposure to
fluctuations in commodity prices. For these derxatnstruments, changes in the fair value aregeized currently in earnings in
retail revenues or retail costs of revenues, rdisjady.

As part of the Company’s strategy to optimize gseds and manage related risks, it also managasfalip of commodity
derivative instruments held for trading purposdse Tompany’s commodity trading activities are scibje limits within the
Company’s Risk Management Policy. For these devieahstruments, changes in the fair value aregeized currently in
earnings in net asset optimization revenues.

Derivative assets and liabilities are presentedmiite Company’s combined and consolidated balaheets when the derivative
instruments are executed with the same counterpadgr a master netting arrangement. The Compaeyigative contracts
include transactions that are executed both orxelmamge and centrally cleared as well as over-thever, bilateral contracts that
are transacted directly with a third party. To éxéent the Company has paid or received collatetated to the derivative assets
or liabilities, such amounts would be presentedageainst the related derivative asset or liabgifiir value. As of December 31,
2014 and 2013, the Company had not paid or receiagdaollateral amounts. The specific types ofwdgive instruments the
Company may execute to manage the commaodity pekeénclude the following:

. Forward contracts, which commit the Company tacpase or sell energy commodities in the future;
. Futures contracts, which are exchange-tradediatdized commitments to purchase or sell a commadifinancial
instrument;
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. Swap agreements, which require payments to an frounterparties based upon the differential betviwe prices for a
predetermined notional quantity; and,
. Option contracts, which convey to the option leolthe right but not the obligation to purchasseall a commodity.

The Company has entered into other energy-relatettacts that do not meet the definition of a datiixe instrument or qualify
for the normal purchase or normal sale exceptiahaaia therefore not accounted for at fair valuéutiag the following:

{10) Forward electricity and natural gas purchase cotgrfar retail customer load; and,
{10) Natural gas transportation contracts and storaggeatgnts.

Volumetric Underlying Derivative Transactions

The following table summarizes the net notionabwad buy/(sell) of the Company’s open derivativaficial instruments
accounted for at fair value, broken out by commgqdis of:

Nor-trading
December 31,
Commodity Notional 2014 December 31, 2013
Natural Gas MMBtu 9,69( 3,51:
Natural Gas Basis MMBtu 2,71C 375
Electricity MWh 607 465
Trading
December 31,
Commaodity Notional 2014 December 31, 2013
Natural Gas MMBtu (15%) 2,25¢
Natural Gas Basis MMBtu (56) 1,44:
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Gains (Losses) on Derivative Instruments

Gains (losses) on derivative instruments, net amaent period settlements on derivative instrumargee as follows for the
periods indicated (in thousands):

Year Ended December 31,

2014 2013 2012
Loss on non-trading derivatives—cash flow hedges(including ineffectiveness
gain (loss) of ($288) and $930 for the years erdecember 31, 2013 and 2012,
respectively.) $ — 3 84 % (17,949
Gain (loss) on non-trading derivatives, net (8,719 1,34 (1,079
Gain (loss) on trading derivatives, net (includgain on trading derivatives—
affiliates, net of $203, $1,509 and $506 for thargeended December 31, 2014,
2013 and 2012, respectively) (5,827 5,13¢ (2,469
Gain (loss) on derivatives, net $ (14,539 $ 6,567 $ (21,48Y
Current period settlements on non-trading deriesti+cash flow hedges $ — % (1,180 $ 18,70"
Current period settlements on non-trading derietiv (6,289 1,83: 7,782
Current period settlements on trading derivatiweslifding current period
settlements on trading derivatives—affiliates, @fe$315, ($1,780) and $87 for th
years ended December 31, 2014, 2013 and 2012 ctasghg) 2,81( 387 312
Total current period settlements on derivatives $ (3,479 % 1,04C $ 26,80:

Gains (losses) on trading derivative instrumengésracorded in net asset optimization revenues aims glosses) on non-trading
derivative instruments are recorded in retail rexsnor retail cost of revenues on the combinedcandolidated statements of
operations.

Fair Value of Derivative Instrumen

The following tables summarize the fair value affdagting amounts of the Compasyderivative instruments by counterparty
collateral received or paid as of (in thousands):

December 31, 2014

Gross Cash
Amounts Collateral Net Amount
Description Gross Assets Offset Net Assets Offset Presented

Non-trading commodity derivatives $ 364: $ (3,567 $ 8C % —  $ 80
Trading commodity derivatives 234 (98) 13¢€ — 13€
Total Current Derivative Assets 3,87¢ (3,660 21¢€ — 21€
Non-trading commaodity derivatives 31z (319 — — —
Total Non-current Derivative Assets 31: (319 = = =
Total Derivative Assets $ 4,18¢ % 397 % 21€ % — 3 21€
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December 31, 2014

Gross Cash

Gross Amounts Net Collateral Net Amount

Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $ (1491) $ 356z $ (11,349 $ — 3 (11,349
Trading commodity derivatives (275) 98 (177 — 177
Total Current Derivative Liabilities (15,18¢) 3,66( (11,52¢) — (11,52¢)
Non-trading commodity derivatives (797 313 (47¢) — (47¢)
Total Non-current Derivative Liabilities (797 31z (47¢) — (479
Total Derivative Liabilities $ (15,97) $ 397t % (12,009 % —  $ (12,009

December 31, 2013

Gross Cash
Amounts Collateral Net Amount
Description Gross Assets Offset Net Assets Offset Presented

Non-trading commodity derivatives $ 11,56 $ (6,89¢) % 4,666 % — % 4,66¢
Trading commodity derivatives 3,94¢ (5449 3,40¢ — 3,40¢
Total Current Derivative Assets 15,51 (7,447 8,071 — 8,071
Non-trading commodity derivatives 10C (94) 6 — 6
Trading commodity derivatives 14 (14) — — —
Total Non-current Derivative Assets 114 (10¢) 6 — 6
Total Derivative Assets $ 15,627 % (7,550 % 8,077 % — 3 8,07

December 31, 2013

Gross Cash

Gross Amounts Net Collateral Net Amount

Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $ (8,289 $ 6,89¢ % (1,39) $ — 3 (1,39))
Trading commodity derivatives (98€) 544 (442) — (442)
Total Current Derivative Liabilities (9,275 7,44% (1,839 — (1,839
Non-trading commodity derivatives (120 94 (2€) — (26)
Trading commodity derivatives (6) 14 8 — 8
Total Non-current Derivative Liabilities (12¢€) 10€ (18) — (18)
Total Derivative Liabilities $ (9,40) $ 755 % (1,85) % —  $ (1,857)

Accumulated Other Comprehensive Incc

The following table summarizes the effects on thenPfany’s accumulated OCI balance attributable s ¢lww hedge derivative
instruments for the periods indicated (in thoussnds

Year Ended December 31,

2014 2013
Accumulated OCI balance, beginning of period $ — 3 (2,53¢)
Deferred gain (loss) on cash flow hedge derivatiggruments — 2,62(
Reclassification of accumulated OCI net to income — (84)
Accumulated OCI balance, end of period $ — % —
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The amounts reclassified from accumulated OClimtome and any amounts recognized in income franinéffective portion ¢
cash flow hedges are recorded in retail cost amaes. In June 2013, the Company elected to discentash flow hedge
accounting.

7. Equity

Class A Common Stock

The Company has a total of 3,000,000 shares @li#tss A common stock outstanding at December 3114.2Bach share of Class
A common stock holds economic rights and entilefiolder to one vote on all matters to be votetiyshareholders generally.

Class B Common Stock
The Company has a total of 10,750,8b@res of its Class B common stock outstandingeaeBber 31, 2014. Each share of C
B common stock, all of which is held by NuDevcos Imm economic rights but entitles its holder to vote on all matters to be

voted on by shareholders generally.

Holders of Class A common stock and Class B comstack vote together as a single class on all nsapiesented to our
shareholders for their vote or approval, excemtherwise required by applicable law or by ouriiedte of incorporation.

Preferred Stocl

The Company has 20,000,000 shares of authorizéerpd stock for which there are no issued andtandsng shares at
December 31, 2014.

Earnings Per Shar
The Company’s unvested restricted stock units wet@ecognized in dilutive earnings per share ag thould have been
antidilutive. The Class B common stock conversmflass A common stock was not recognized in @#uéiarnings per share for

the year ended December 31, 2014 as the effebeafdnversion would be antidilutive.

The following table presents the computation ohaays per share for the year ended December 34, @dthousands, except per
share data):

Year Ended
December 31, 2014
Net loss attributable to Spark Energy, Inc. stodtéis $ (59
Basic weighted average Class A common shares adtatg? 3,00(¢
Basic EPS attributable to Spark Energy, Inc. stockblders $ (0.02)
Net loss attributable to Spark Energy, Inc. stodtéis $ (59
Effect of conversion of Class B common stock torsb@f Class A common stock —
Diluted net loss attributable to Spark Energy, Btockholders (59
Basic weighted average Class A common shares adtatg? 3,00(¢
Effect of dilutive Class B common sto€k —
Effect of dilutive restricted stock units —
Diluted weighted average shares outstanding 3,00(
Diluted EPS attributable to Spark Energy, Inc. sto&holders $ (0.09)

“Based on outstanding shares for the period fronOffiering date of August 1, 2014 to December 31,420
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8. Stock-Based Compensation
Restricted Stock Uni

In connection with the Offering, the Company addptee Spark Energy, Inc. Long-Term Incentive Pthe (LTIP”) for the
employees, consultants and directors of the Compadyits affiliates who perform services for then@any. The purpose of the
LTIP is to provide a means to attract and retailividuals to serve as directors, employees anduitamés who provide services
the Company by affording such individuals a mearacjuire and maintain ownership of awards, theevaf which is tied to the
performance of the Company’s Class A common stbhbk.LTIP provides for grants of cash payments kstqations, stock
appreciation rights, restricted stock or units,Umstock, dividend equivalents, and other stocletb@svards with the total number
of shares of stock available for issuance undet TP not to exceed 1,375,000 shares.

On August 1, 2014, the Company granted restridimeksunits to our employees, non-employee direcadscertain employees of
our affiliates who perform services for the Compahiye restricted stock unit awards vest over a nioath period for non-
employee directors and ratably over approximatalgd or four years for officers, employees, andleyges of affiliates,
depending on years of service at the grant dath,the initial vesting date occurring on May 4, 2@ihd each subsequent vesting
date occurring each May 4 thereafter. Each restfistock unit is entitled to receive a dividendiealent when dividends are
declared and distributed to shareholders of ClaserAmon stock. These dividend equivalents shaletened by the Company,
reinvested in additional restricted stock uniteetifze as of the record date of such dividendsvasted upon the same schedul
the underlying restricted stock unit. One dividevak declared and paid during the year ended Deae®ilb@014, and the
dividends associated with unvested restricted stods resulted in additional restricted stock simssued. In accordance with A
718,Compensation - Stock Compensation (“ASC 7180e Company measures the cost of awards classifi@quity awards
based on the grant date fair value of the awarmd tlaen Company measures the cost of awards classidiability awards at the
fair value of the award at each reporting peridte Tompany has utilized an estimated &%ual forfeiture rate of restricted st
units in determining the fair value for all awardsluding those issued to executive level recigi@md non-employee directors,
for which no forfeitures are estimated to occure Tompany has elected to recognize related comji@m&xpense on a straight-
line basis over the associated vesting periodfioitjh the restricted stock units allow for castiesaent of the awards at the sole
discretion of management of the Company, manageimimids to settle the awards by issuing shartiseo€ompany’s Class A
common stock.

Equity Classified Restricted Stock Ur

Restricted stock units issued to employees andesffiof the Company are classified as equity awaius fair value of the equity
classified restricted stock units was based orCirapany’s Class A common stock price as of thetgfate, and the Company
recognized stock based compensation expense ofillidn for the year ended December 31, 2014 inegal and administrative
expense with a corresponding increase to additjoaidl in capital. No compensation expense was decbfor the same periods in
2013 and 2012 as there were no LTIP awards outsignd

The following table summarizes equity classifiestrieted stock unit activity and unvested restdctéock units for the year ended
December 31, 2014:

Weighted Average Grant Date

Number of Shares Fair Value
Unvested at December 31, 2013 — —
Granted 264,15( $ 18.0C
Dividend reinvestment issuances 4,33¢ 14.01
Vested — —
Forfeited (112,600) 18.0C
Unvested at December 31, 2014 256,88 $ 17.9¢
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As of December 31, 2014, there was $4.1 milliototdl unrecognized compensation cost related t€trapany’s equity
classified restricted stock units, which is expedtebe recognized over a weighted average pefiagmroximately 3.2 years.

Liability Classified Restricted Stock Un

Restricted stock units issued to non-employee tlireof the Company and employees of certain ofdiilrates are classified as
liability awards in accordance with ASC 718 asdl&rds are either to a) nhon-employee directorsatt@t for the recipient to
choose net settlement for the amount of withholdéngs dues upon vesting or b) to employees odiceaffiliates of the
Company and are therefore not deemed to be emg@febe Company. The fair value of the liabilitassified restricted stock
units was based on the Compan€lass A common stock price as of the reportegending date, and the Company recogn
stock based compensation expense of $0.3 milliogdar ended December 31, 2014 in general and &tralive expense with a
corresponding increase to liabilities. As of Decembil, 2014, the Company’s liabilities relatedhede restricted stock units
recorded in other current liabilities and other foomrent liabilities was $0.1 million and $0.2 riah , respectively. No
compensation expense was recorded for the sanmlpen 2013 and 2012 as there were no LTIP awartssamding.

The following table summarizes liability classifiegbtricted stock unit activity and unvested retd stock units for the year
ended December 31, 2014:

Weighted Average Reporting

Number of Shares Date Fair Value
Unvested at December 31, 2013 — —
Granted 122,000 $ 14.0¢
Dividend reinvestment issuances 2,09z 14.0¢
Vested — —
Forfeited — —
Unvested at December 31, 2014 124,090 § 14.0¢

As of December 31, 2014, there was $1.4 milliototdl unrecognized compensation cost related t&trapany’s liability
classified restricted stock units, which is expddtebe recognized over a weighted average pefiaggroximately 2.2 years.

9. Income Taxes
The Company is subject to U.S. federal income $aa eorporation. Spark HoldCo and its subsidiaaresreated as flow-through
entities for U.S. federal income tax purposes,anduch, are generally not subject to U.S. fedecaime tax at the entity level.

Rather, the tax liability with respect to their aoke income is passed through to their memberamngrs. Accordingly, the
Company is subject to U.S. federal income taxatiotits allocable share of Spark Holdco’s net Ua%able income.
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The (benefit) provision for income taxes included following components:

(in thousands) 2014 2013 2012
Current:

Federal $ —  $ —  $ —
State 172 56 46
Total Current 173 56 46
Deferred:

Federal (957) — _
State (207) — _
Total Deferred (1,064 — —
(Benefit) provision for income taxes $ 891 % 56 $ 46

For the year ended December 31, 2013 and 2012nm¢axes relate solely to the Company’s Texas figedax liability, which
is computed on a modified gross margin. The Compl®g not do business in any other state whemikastax is applied.

The effective income tax rate was 17.386 the year ended December 31, 2014. The follovaide reconciles the income
benefit included in the combined and consolidatedement of operations with income tax expense wWaild result fror
application of the statutory federal tax rate, 34t#loss before income tax expense:

(in thousands) 2014
Expected benefit at federal statutory rate $ (2,759
Increase (decrease) resulting from:

Noncontrolling interest 1,451
Corporate costs (607)
State income taxes, net of federal income taxceffe 69
Other (53)
Benefit for income taxes $ (897)

For the year ended December 31, 2013 and 201 2atheeconciliation calculation is not applicaldetlae Company was not
subject to federal income taxes prior to the Ofigri

The Company accounts for income taxes using tretsaaad liabilities method. Deferred tax assetsliabdities are recognized
for future tax consequences attributable to diffees between the financial statement carrying atsafrexisting assets and
liabilities and those assets and liabilities tazdsa The Company applies existing tax law andakedte that the Company expe
to apply to taxable income in the years in whiabsthdifferences are expected to be recoveredttgdet calculating the deferred
tax assets and liabilities. Effects of changesirates on deferred tax assets and liabilitiesearegnized in income in the period
of the tax rate enactment. A valuation allowanae@rded when it is not more likely than not thate or all of the benefit from
the deferred tax asset will be realized.
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The components of the Company’s deferred tax aaseté December 31, 2014 are as follows:

(in thousands) 2014
Current deferred tax assets:
Net operating loss carryforward $ 654
Non-current deferred tax assets:
Investment in Spark HoldCo 16,17:
Benefit of TRA liability 7,817
Net operating loss carryforward 5¢
Total non-current deferred tax assets 24,04°
Total deferred tax assets $ 24,70:

Current deferred tax assets are recorded in othegrtt assets in the combined and consolidateddinbstatements. The
Company had no material deferred tax assets alitied as of December 31, 2013 and 2012.

On the Offering date, the Company recorded a rfetigel tax asset related to the step up in taxsbiasulting from the purchase
by the Company of Spark HoldCo units from NuDeJocaddition, the Company recorded a Idegm liability to record the effe
of the Tax Receivable Agreement liability (See Nbte‘Transactions with Affiliates” for further digssion) and a corresponding
long-term deferred tax asset. The payable pursuanetddlk Receivable Agreement and the deferred tatsasgere recorded wi
a corresponding offset to additional paid-in cdpita

The Company has a federal net operating loss éammard totaling $1.9 million expiring in 2034 aadstate net operating loss of
$1.8 million expiring through 2034. No valuatiotostance has been recorded as management beliatabehe will be sufficient
future taxable income to fully utilize deferred @ssets.

The Company periodically assesses whether it ieniloely than not that it will generate sufficigakable income to realize its
deferred income tax assets. In making this detextion, the Company considers all available poskine negative evidence and
makes certain assumptions. The Company considam)@other things, its deferred tax liabilities tiwerall business
environment, its historical earnings and lossegeat industry trends, and its outlook for futuesays. The Company believes it is
more likely than not that the deferred tax assétde utilized.

Separate federal and state income tax returnsledefér Spark Energy, Inc. and Spark HoldCo. Tdseytears 2010 through 2013
remain open to examination by the major taxingspligtions to which the Company is subject to incaaxe NuDevco would be
responsible for any audit adjustments incurrecbimection with transactions occurring up to JulyA114. The last closed audit
period of exam was for the 2011 Spark Energy, LLf€teral tax return and resulted in no adjustmeytthe IRS. The Company
is not currently under any income tax audits.

Accounting for uncertainty in income taxes presesila recognition threshold and measurement methgyglébr the financial
statement recognition and measurement of a taxiposaken or expected to be taken in a tax reysnof December 31, 2014,
2013 and 2012 there was no liability or expenserded for interest and penalties associated witedain tax positions or
unrecognized tax positions. Additionally, the Compadoes not have unrecognized tax benefits as oéber 31, 2014, 2013 ¢
2012.

10. Commitments and Contingencies

From time to time, the Company may be involveceigal, tax, regulatory and other proceedings irotldanary course of business.
Management does not believe that we are a paggyditigation, claims or proceedings that will leaa material impact on the
Company’s combined and consolidated financial dimdior results of operations.
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11. Transactions with Affiliates

The Company enters into transactions with and pastain costs on behalf of affiliates that are camniy controlled in order to
reduce risk, reduce administrative expense, cexairomies of scale, create strategic alliancesapply goods and services to
these related parties. The Company also sells arath@ses natural gas and electricity with affisatEhe Company presents
receivables and payables with the same affiliata oat basis in the combined and consolidated belsineets as all affiliate
activity is with parties under common control.

Accounts Receivable and Paye-Affiliates

The Company recorded current accounts receivalilexas of $1.2 million and $6.8 million as of Dember 31, 2014 and 2013,
respectively, and current accounts payable-af$iaif $1.0 million as of December 31, 2014 foraiertlirect billings and cost
allocations for services the Company provided fii@es and sales or purchases of natural gashautricity with affiliates.

Revenues and Cost of Revel-Affiliates

Prior to Marlin’s initial public offering on Julyl3 2013, the Company provided natural gas to Mawimo is a processing service
provider, whereby Marlin gathered natural gas ftammCompany and other third parties, extracted N@hd redelivered the
processed natural gas to the Company and othdrghities. Marlin replaced energy used in procgsdire to the extraction of
liquids, compression and transportation of natgeal, and fuel by making a payment to the Companyaaket prices. Revenues-
affiliates, recorded in net asset optimization rexes in the combined and consolidated statemergerhtions, related to
Marlin’s payments to the Company for replaced epéogthe years ended December 31, 2013 and 2012 $v&.0 million and
$8.3 million , respectively.

Beginning on August 1, 2013, the Marlin processiggeement was terminated and the Company and araftiiate entered into
an agreement whereby the Company purchased ngagditom the affiliate at the tailgate of the Masilant. Cost of revenues-
affiliates, recorded in net asset optimization rexes in the combined and consolidated statememgeashtions for the years ent
December 31, 2014 and 2013 related to this agretaneze $30.3 million and $17.7 million , respeclyve

The Company also purchased natural gas at a ndgartyarty plant inlet which was then sold to #féliate. Revenues-affiliates,
recorded in net asset optimization revenues ircdnebined and consolidated statements of operdfiwribe years ended
December 31, 2014 and 2013 related to these sales$ 2.8 million and $11.9 million , respectivelfiere was no such activity
in 2012.

Additionally, the Company entered into a natura tyansportation agreement with Marlin, at Marlipipeline, whereby the
Company transports retail natural gas and payhigtesr of (i) a minimum monthly payment or (ii)ramsportation fee per
MMBtu times actual volumes transported. The curterisportation agreement was set to expire onuaep£8, 2013, but was
extended for three additional years at a fixed pateMMBtu without a minimum monthly payment. Indkd in the Company’s
results are cost of revenues-affiliates, recordeetail cost of revenues in the combined and dateted statements of operations
related to this activity, which was less than $fillion , $0.1 million and $0.3 million for the years endeecember 31, 2014 ,
2013 and 2012, respectively.

Prior to the Offering, the Company also purchadedtecity for an affiliate and sold the electriciio the affiliate at the same
market price that the Company paid to purchaselgwricity. Sales of electricity to the affiliateere $2.2 million $4.0 million
and $1.4 million for the years ended December 81422013 and 2012, respectively, which is recordeciair revenuesffiliate
in the combined and consolidated statements ofatipes.

Also included in the Company’s results are cosewstnues-affiliates related to derivative instrutegrecorded in net asset
optimization revenues in the combined and conswmidiatatements of operations, is a loss of $0.6omi)
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a gain of $1.8 million and a loss of $0.6 milliamr the years ended December 31, 208@13 and 2012, respectively.
Cost Allocations

The Company paid certain expenses on behalf disadfs, which are reimbursed by the affiliatesiie €ompany, including costs
that can be specifically identified and certaimedited overhead costs associated with generaldamuhiatrative services,
including executive management, facilities, banlangngements, professional fees, insurance, irdtom services, human
resources and other support departments to tHexféi. Where costs incurred on behalf of theiafil could not be determined by
specific identification for direct billing, the ctsswere primarily allocated to the affiliated eietit based on percentage of
departmental usage, wages or headcount. The totalrt direct billed and allocated to affiliates vi#&s1 million , $7.4 million
and $4.1 million for the years ended December 81422013 and 2012, respectively, which is recorded r@slaction in general
and administrative expenses in the combined ansatidiated statements of operations.

The Company pays residual commissions to an aéifiar all customers enrolled by the affiliate whay their monthly retail gas
or retail electricity bill. Commissions paid to th#iliate was less than $0.1 million for the yearsled December 31, 2014 and
2013, respectively, and $0.8 million for the yeaded December 31, 2012, which is recorded in géaad administrative
expense in the combined and consolidated stateroboperations. This agreement with the affiliatesvterminated in May 2014.

Member Distributions and Contributiol

During the years ended December 31, 2014 , 2012@1h#, the Company made net capital distribution&/t Keith Maxwell Il|
of $36.4 million, $59.3 million and $10.4 million , respectively.dontemplation of the Company’s initial public offeg, the
Company entered into an agreement with an affiliaepril 2014 to permanently forgive all net owastling accounts receivable
balances from the affiliate through the Offerindged@s such, the accounts receivable balancestheraffiliate have been
eliminated and presented as a distribution to Wthkidaxwell 111 for 2014 , 2013 and 2012.

Property and Equipment Sc

In 2012, the Company sold a field office faciliyghicles and computer and other equipment to @i for $0.6 million . The
assets were sold at the Company’s historical casslat the time of the sale, as the transacti@ns between affiliates under
common control.

Tax Receivable Agreement

Concurrently with the closing of the Offering, tBempany entered into a Tax Receivable Agreement Sgark HoldCo,
NuDevco Retail Holdings and NuDevco Retail. Thissggnent generally provides for the payment by tbegany to NuDevco «
85% of the net cash savings, if any, in U.S. fedstate and local income tax or franchise tax thatCompany actually realizes
(or is deemed to realize in certain circumstanitef)ture periods as a result of (i) any tax basiseases resulting from the
purchase by the Company of Spark HoldCo units fuevco Retail Holdings in connection with the Q@iffig, (i) any tax basis
increases resulting from the exchange of Spark Gldnits for shares of Class A common stock purtsigatiie Exchange Right
(or resulting from an exchange of Spark HoldCosufot cash pursuant to the Cash Option) and () immputed interest deemed
to be paid by the Company as a result of, and iaddittax basis arising from, any payments the Camgpmakes under the Tax
Receivable Agreement. In addition, payments we nugkker the Tax Receivable Agreement will be inaeddsy any interest
accrued from the due date (without extensionshefcbrresponding tax return. The Company retaimdémefit of the remaining
15% of these tax savings. See Note 9 “Taxes” fahér discussion of amounts recorded in connedtiitim the Offering.

In certain circumstances, the Company may defpadially defer any payment due (a “TRA Payment’jie holders of rights
under the Tax Receivable Agreement, which are ntiy&uDevco Retail Holdings and NuDevco
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Retail. No TRA Payment was made during 2014, aiydatare TRA Payments due with respect to a gieable year are
expected to be paid in December of the subsegadanaar year.

During the five -year period commencing Octobe2d14, the Company will defer all or a portion offarRA Payment owed
pursuant to the Tax Receivable Agreement to thenéxhat Spark HoldCo does not generate sufficiash Available for
Distribution (as defined below) during the four-gea period ending September 30th of the applicgel in which the TRA
Payment is to be made in an amount that equabsceieds 130% (the “TRA Coverage Ratio”) of the T@gtributions (as
defined below) paid in such four-quarter period3park HoldCo. For purposes of computing the TRA&age Ratio:

» “Cash Available for Distributioni's generally defined as the Adjusted EBITDA of $pidoldCo for the applicable perio
less (i) cash interest paid by Spark HoldCo, @pital expenditures of Spark HoldCo (exclusive udtomer acquisition
costs) and (iii) any taxes payable by Spark Hold&3w}

» “Total Distributions” are defined as the aggregdistributions necessary to cause the Compargcaive distributions of
cash equal to (i) the targeted quarterly distrifiuthe Company intends to pay to holders of its€k common stock
payable during the applicable four-quarter perpds (ii) the estimated taxes payable by the Complaming such four-
guarter period, plus (iii) the expected TRA Paynpmatable during the calendar year for which the T®Aerage Ratio i
being tested.

In the event that the TRA Coverage Ratio is ndsBatl in any calendar year, the Company will defiéor a portion of the TRA
Payment to NuDevco under the Tax Receivable Agreetehe extent necessary to permit Spark HoladCsatisfy the TRA
Coverage Ratio (and Spark HoldCo is not requiretiae and will not make the pro rata distributiomgs members with respect
to the deferred portion of the TRA Payment). If THeA Coverage Ratio is satisfied in any calendarythe Company will pay
NuDevco the full amount of the TRA Payme

Following the five -year deferral period, the Compavill be obligated to pay any outstanding defdf&kA Payments to the
extent such deferred TRA Payments do not exceelgilesser of the Company’s proportionate shaeggfegate Cash Available
for Distribution of Spark HoldCo during the five-gtedeferral period or the cash distributions atyuaiceived by the Company
during thefive -year deferral period, reduced by (ii) the sumajftte aggregate target quarterly dividends (wHmhthe purposes
of the Tax Receivable Agreement, will be $0.3625gb&re per quarter) during the five-year defgrealod, (b) the Company’s
estimated taxes during the five-year deferral ger@md (c) all prior TRA Payments and (y) if wigspect to the quarterly period
during which the deferred TRA Payment is othervgiaiel or payable, Spark HoldCo has or reasonabbrehiies it will have
amounts necessary to cause the Company to redstviewtions of cash equal to the target quartdityribution payable during
that quarterly period. Any portion of the deferfeRA Payments not payable due to these limitatiofisww longer be payable.

12. Segment Reporting

The Company’s determination of reportable busiseggnents considers the strategic operating unitsrumhich the Company
makes financial decisions, allocates resourcesaasésses performance of its retail and asset aption businesses.

The Company’s reportable business segments aikenataral gas and retail electricity. The retaktural gas segment consists of
natural gas sales to, and natural gas transportatid distribution for, residential and commerciadtomers. Asset optimization
activities, considered an integral part of secutireglowest price natural gas to serve retail gad,lare part of the retail natural
gas segment. The Company recorded asset optintizatienues of $284.6 milligr$192.4 million and $248.6 million and asset
optimization cost of revenues of $282.3 millid192.1 million and $249.7 million for the years eddecember 31, 2012013
and 2012, respectively, which are presented ori basss in asset optimization revenues. The reladltricity segment consists of
electricity sales and transmission to residential @mmercial customers. Corporate and other asrsigxpenses and assets of
the retail natural gas and retail electricity segta¢hat are managed at a consolidated level sugereeral and administrative
expenses.
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To assess the performance of the Company’s opgrsgigments, the chief operating decision makeyaesiretail gross margin.
The Company defines retail gross margin as operaticome plus (i) depreciation and amortizationesges and (ii) general and
administrative expenses, less (i) net asset opiiiz revenues, (ii) net gains (losses) on nonittaderivative instruments, and
(iii) net current period cash settlements on nalitrg derivative instruments. The Company deduetgains (losses) on non-
trading derivative instruments, excluding curreatipd cash settlements, from the retail gross masgiculation in order to
remove the non-cash impact of net gains and lass@®n-trading derivative instruments.

Retail gross margin is a primary performance meagsed by our management to determine the perf@enafrour retail natural
gas and electricity business by removing the ingatbur asset optimization activities and net nash income (loss) impact of
our economic hedging activities. As an indicatooof retail energy business’ operating performaretajl gross margin should
not be considered an alternative to, or more mgéulithan, operating income, as determined in ataroce with GAAP. Below is
a reconciliation of retail gross margin to (losg)ame before income tax expense.

Years Ended December 31,

(in thousands 2014 2013 2012
Reconciliation of Retail Gross Margin to (Loss)incae before taxes
(Loss) income before income tax expense $ (5,15¢) $ 31,46¢ $ 26,13¢
Interest and other income (26%) (359) (62)
Interest expense 1,57¢ 1,71¢ 3,36:
Operating Income (3,84)) 32,82¢ 29,44(
Depreciation and amortization 22,22 16,21°* 22,79¢
General and administrative 45,88( 35,02( 47,32
Less:
Net asset optimization revenue 2,31¢ 314 (2,13¢)
Net, Gains (losses) on non-trading derivative ursgnts (8,719 1,42¢ (19,016
Net, Cash settlements on non-trading derivativeunsents (6,28¢) 653 26,48¢
Retail Gross Margin $ 7694 $ 8l66f $ 93,21¢

The Company uses retail gross margin and net apsiatization revenues as the measure of profioss for its business
segments. This measure represents the lowestdéirdbrmation that is provided to the chief opargtdecision maker for our
reportable segments.

Financial data for business segments are as follimikousands):

Retail Retalil Corporate Total

Year Ended December 31, 2014 Electricity Natural Gas and Other Eliminations Spark Retall
Total Revenues $ 176,40t $ 146,47C $ — % — % 322,87
Retail cost of revenues 149,45. 109,16:- — — 258,61t
Less:
Net asset optimization revenues — 2,31¢ — — 2,31¢
Net, Gains (losses) on non-trading
derivative instruments (51¢) (8,19%) — — (8,719
Current period settlements on non-trading
derivatives (5,145 (1,149 — — (6,289
Retail gross margin $ 32,617 $ 44327 $ — 3 — % 76,94:
Total Assets $ 46,84¢ % 101,71 $ 27,28 % (37,447 $ 138,39
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Retail Retalil Corporate Total
Year Ended December 31, 2013 Electricity Natural Gas and Other Eliminations Spark Retall
Total Revenues $ 191,87. $ 125,21t $ — 3 — 3 317,09(
Retail cost of revenues 149,88! 83,14 — — 233,021
Less:
Net asset optimization revenues — 314 — — 314
Net, Gains (losses) on non-trading
derivative instruments 1,33¢ 93 — — 1,42¢
Current period settlements on non-trading
derivatives 1,34¢ (69€) — — 652
Retail gross margin $ 39,30: $ 42,36¢ $ — 3 — 3 81,66¢
Total Assets $ 41,87¢ $ 87,98 $ 95% $ (21,749 % 109,07.
Retalil Retail Corporate

Year Ended December 31, 2012 Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 256,35 % 122,70¢ $ — % —  $ 379,06:
Retail cost of revenues 202,441 77,06¢ — — 279,50¢
Less:
Net asset optimization revenues — (1,136€ — — (1,136
Net, Gains (losses) on non-trading derivative
instruments (17,400 (1,61¢6) = — $ (19,016
Current period settlements on non-trading
derivatives 18,57: 7,912 — — 26,48¢
Retail gross margin $ 52,74 $ 40,47¢ $ — % — % 93,21¢

Significant Customers

For the years ended December 31, 2014 , 2013 ait] 2@ had one significant customer that individuatcounted for more
than 10% of the Company’s combined and consolidagt@sset optimization revenues.

Significant Suppliers

For the years ended December 31, 2014 , 2013 &t 2@ had one significant supplier that individgalccounted for more than
10% of the Company’s combined and consolidateds®tt optimization revenues cost of revenues.

For the years ended December 31, 2014 , and 204 &ampany had three and one significant supphetsndividually
accounted for more than 10% of the Company’s coethand consolidated retail electricity retail aofstevenues, respectively.
There were no significant suppliers for retail &ledy in 2012.

13. Customer Acquisitions

During the fourth quarter of 2014, the Company etento two purchase and sale agreements forutehpse of approximately
13,400 variable rate electricity contracts in Cartizeit for a purchase price of approximately $2iiom . The purchase prices i
capitalized as intangible assets - customer adiuisito be amortized over a three year periodiatomers begin using electricity
under a contract with the Company. As of Decemhief814 the Company had paid and capitalized appedgly $1.5 million
related to these purchases.

14. Subsequent Events

On February 16, 2015, the Company declared a dididé $0.362%er share to holders of record of our Class A comstock ot
March 2, 2015 which was paid on March 16, 2015.
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On March 3, 2015, the Company entered into a pgrchad sale agreement for the purchase of appretin®8,500 residential
and commercial natural gas contracts in Northedifd@aia for a purchase price of approximately $é#lion , depending on the
number of contracts that come on flow. The transags expected to close in April 2015 subjectadtain closing conditions.

Supplemental Quarterly Financial Data (unaudited)

Summarized unaudited quarterly financial data i®Bsws:

Quarter Ended

2014
December 31 September 30 June 30 March 31
(In thousands, except per share data)

Total Revenues $ 82,74. $ 68,217 $ 65,94. $ 105,97¢
Operating (loss) income (12,786) 1,607 55k 6,78:
Net (loss) income (11,399 41¢ 201 6,50¢
Net (loss) income attributable to Spark Energy,

Inc. stockholders (1,115 1,06 — —
Net (loss) income attributable to Spark Energy

Inc. per common share - basic (0.39) 0.3t N/A* N/A*
Net (loss) income attributable to Spark Energy,

Inc. per common share - diluted (0.37) 0.0¢ N/A* N/A*

*Per share data is not meaningful prior to the Canys initial public offering, effective August2014, as the Company operated under a sole-member
ownership structure.

Quarter Ended

2013
December 31 September 30 June 30 March 31
(In thousands, except per share data)
Total Revenues $ 82,41 $ 69,89¢ $ 65,48. $ 99,29¢
Operating income (loss) 19,587 (1,110 (64€) 14,99¢
Net income (loss) 19,34« (1,59) (94€) 14,61:
Net income (loss) attributable to Spark Energy,
Inc. stockholders 19,34« (1,599 (94€) 14,61
Net income attributable to Spark Energy, Inc.
common share - basic N/A* N/A* N/A* N/A*
Net income attributable to Spark Energy, Inc. per
common share - diluted N/A* N/A* N/A* N/A*

*Per share data is not meaningful prior to the Canys initial public offering, effective August 2014, as the Company operated under a sole-member
ownership structure.
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Item 9. Changes in and Disagreements with Accountésion Accounting and Financial Disclosure
None.
ITEM 9A. Controls and Procedures

Our management, with the participation of our Chiefecutive Officer and our Chief Financial Officdras evaluated t
effectiveness of our disclosure controls and propesias of the end of the period covered by thisuahReport on Form 1K-
The term “disclosure controls and procedures,”efgdd in Rules 13a-15(e) and 158¢e) under the Securities Exchange A
1934, as amended (the “Exchange Acti)eans controls and other procedures of a compaatyatle designed to ensure

information required to be disclosed by a companyhie reports that it files or submits under thel&nge Act is recorde
processed, summarized and reported, within the pier@ds specified in the SECYules and forms. Disclosure controls

procedures include, without limitation, controlsdagmrocedures designed to ensure that informatiquimed to be disclosed by
company in the reports that it files or submits emthe Exchange Act is accumulated and communictateithe company
management, including its principal executive amthgipal financial officers or persons performingnsar functions, a
appropriate to allow timely decisions regardinguieed disclosure. Management recognizes that anyralse and procedures,
matter how well designed and operated, can prowitg reasonable assurance of achieving their dbgctand manageme
necessarily applies its judgment in evaluatingcb&t benefit relationship of possible controls prmtedures.

Based on this evaluation, management concludedthatisclosure controls and procedures were rietfe as of December :
2014 at the reasonable assurance level due to exiataveakness in our internal control over finaheceporting. In connectic
with the preparation of our restated financialestants for the quarter ended March 31, 2014, weleded there was a mate
weakness in the design and operating effectivenéssur internal control over financial reporting. Aaterial weakness is
deficiency, or a combination of deficiencies, iteimal control over financial reporting such tHagre is a reasonable possib
that a material misstatement of the annual or imtéinancial statements will not be prevented oredted on a timely basis. 1
primary factors contributing to the material weadsiewhich relates to our financial statement cleeess, was that we did

have adequate policies and procedures in placesiare that estimated retail revenues, cost of ie&and related imbalances
the three months ended March 31, 2014 were basedroplete and accurate data and assumptions oredy tbasis.

With the oversight of senior management, we hakerntateps and plan to take additional measuremntediate the underlying
causes of the material weakness, primarily thrabhghdevelopment and implementation of formal pecimproved processes
and documented procedures to more precisely estiamat validate our recorded estimated retail reemetail cost of revenues
and related imbalances in accordance with U.S. GAAdPon a timeline that ensures we can preparé@rauncial statements on a
timely basis in compliance with reporting timelingsder the Exchange Act, however, there is no giieesthat these controls are
or will be effective. We also believe that we née@xpand our accounting resources, including iteand expertise of our
internal accounting team, to effectively executpiarterly close process on an appropriate timedrioma public company.

Notwithstanding the identified material weaknesanagement believes the combined and consolidataddial statemen
included in this Annual Report on Form 10-K fairgpresent in all material respects our financialdition, results of operations
and cash flows at and for the periods presentedaéordance with U.S. GAAP.

Managemen's Report Regarding Internal Control
This Form 10-K does not include a report of manag@ia assessment regarding internal control over fiahmeporting or a
attestation report of our independent registerdadip@accounting firm due to a transition periodagdished by rules of the SE

We will be required to include managemsrdssessment regarding internal controls in oueideer 31, 2015 annual report fi
with the SEC in 2016 regarding the effectivenessusfinternal control over financial reporting.
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Changes in Internal Control over Financial Reportn

Other than as described above, there was no chiamge internal control over financial reportingeitified in connection with tt
evaluation required by Rule 13a-15(d) and 15¢d) of the Exchange Act that occurred duringttiree months ended Decenr
31, 2014 that has materially affected, or is reabbnlikely to materially affect, our internal coot over financial reporting.

Item 9B. Other Information

None.
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PART III.
Item 10. Directors, Executive Officers and Corpora¢ Governance

Information as to Item 10 will be set forth in tReoxy Statement for the 2015 Annual Meeting of 8halders (the “Annual
Meeting”) and is incorporated herein by reference.

Iltem 11. Executive Compensation

Information as to Item 11 will be set forth in tReoxy Statement for the Annual Meeting and is ipoosted herein by reference.
Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matter

Information as to Item 12 will be set forth in tAeoxy Statement for the Annual Meeting and is ipooaited herein by reference.
Item 13. Certain Relationships and Related Transaains, and Director Independence

Information as to Item 13 will be set forth in theoxy Statement for the Annual Meeting and is ipooated herein by reference.
Item 14. Principal Accounting Fees and Services

Information as to Item 14 will be set forth in tReoxy Statement for the Annual Meeting and is ipooated herein by reference.
PART IV.

Item 15. Exhibits, Financial Statement Schedules

(1) The combined and consolidated financial statesef Spark Energy, Inc. and its subsidiariesthedeport of the independent
registered public accounting firm are included antRl, Item 8 of this Form 10-K.

(2) All schedules have been omitted because trenatrrequired under the related instructionspateapplicable or the
information is presented in the combined and cadatdd financial statements or related notes.

(3) The exhibits listed on the accompanying ExHilnitex on page 109 are filed as part of, or incaafem by reference into, this
Form 10-K.

105




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the registrant higscdused this report to

signed on its behalf by the undersigned, theredutyp authorized.

March 27, 2015 Spark Energy, Inc.

By:

/sl Georganne Hodges

Georganne Hodges

Chief Financial Officer (Principal Financial
Officer and Principal Accounting Officer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydliowing persons on

behalf of the registrant in the capacities indidaia March 27, 2015:

By:
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/s/ Nathan Kroeker

Nathan Kroeker
Director, President and Chief Executive Officer
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Credit Agreement, dated as of August 1, 2014, lyaanong Spark
Energy, Inc., as parent, Spark HoldCo, LLC, Sparkrgy, LLC, and
Spark Energy Gas, LLC, as co-borrowers, SG AmeiS&aurities,
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10.9 Indemnification Agreement, dated August 1, 2014abg between
’ Spark Energy, Inc. and Allison Wall. 8-K 10.7 8/4/2014 001-36559
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8-K 10.9 8/4/2014 001-36559
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’ Spark Energy, Inc. and James G. Jones Il. 8-K 10.10 8/4/2014 001-36559
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10.14 Indemnification Agreement, dated August 1, 2014abg between

Spark Energy, Inc. and Kenneth M. Hartwick.



8-K 10.12 8/4/2014 001-36559

107




Table of Contents

10.15

10.16

21.1*

23.1*

31.1*

31.2*

32**

101.INS*

Registration Rights Agreement, dated as of Augu2014, by and
among Spark Energy, Inc., NuDevco Retail Holdingd BuDevco
Retail. 8-K
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Entity

Spark HoldCo, LLC

Spark Energy Gas, LLC

Spark Energy, LLC

LIST OF SUBSIDIARIES OF SPARK ENERGY, INC.

Exhibit 21.1

Jurisdiction

Delaware

Texas

Texas



EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors

Spark Energy, Inc.:

We consent to the incorporation by reference inrélggstration statement on Form S-8 (No. 383-738) of Spark Energy, Inc.
our report dated March 27, 2015, with respect ® ¢bmbined and consolidated balance sheets of Jpaekgy, Inc. as «
December 31, 2014 and 2013, and the related couhl@ind consolidated statements of operations angmransive (los
income, changes in equity, and cash flows for eddhe years in the thregear period ended December 31, 2014, which r
appears in the December 31, 2014 Annual Reporbom BO-K of Spark Energy, Inc.

/SIKPMG LLP
Houston, Texas

March 27, 2015



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13A-14(A) AND RULE 15D-14(A) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

I, Nathan Kroeker, certify that:

1. I have reviewed this annual report (the “repooti Form 10-K of Spark Energy, Inc. (the “registty

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgtate a material fe
necessary to make the statements made, in lighieafircumstances under which such statements mwade, not misleading wi
respect to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in theport, fairly present
all material respects the financial condition, teswf operations and cash flows of the registrasitof, and for, the perio
presented in this report;

4. The registrang other certifying officer(s) and | are responsifie establishing and maintaining disclosure cdatim(
procedures (as defined in Exchange Act Rules 18a}Hnd 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoree designed unc
our supervision, to ensure that material informatelating to the registrant, including its condated subsidiaries, is made knc
to us by others within those entities, particulahlying the period in which this report is beinggared,;

(b) Evaluated the effectiveness of the registemlisclosure controls and procedures and presentetis report oL
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thedgeovered by this repc
based on such evaluation; and

(c) Disclosed in this report any change in the segnts internal control over financial reporting thacooed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbr@ that has materia
affected, or is reasonably likely to materiallyeatft, the registrant’s internal control over finac¢eporting; and

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internalrobove
financial reporting, to the registrant’s auditorglahe audit committee of the registranboard of directors (or persons perforn
the equivalent functions):

(a) All significant deficiencies and material weakgses in the design or operation of internal cbotrer financial reportin
which are reasonably likely to adversely affect tiegistrants ability to record, process, summarize and refiogncia
information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a smmifrole in th
registrant’s internal control over financial repogt

Date: March 27, 2015

/s/Nathan Kroeker
Nathan Kroeker
Chief Executive Officer and President




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O RULE 13A-14(A) AND RULE 15D-14(A) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

I, Georganne Hodges, certify that:
1. I have reviewed this annual report (the “repooti Form 10-K of Spark Energy, Inc. (the “regist’y;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amgitate a material fe
necessary to make the statements made, in lighieafircumstances under which such statements mwade, not misleading wi
respect to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in theport, fairly present
all material respects the financial condition, teswf operations and cash flows of the registrasitof, and for, the perio
presented in this report;

4. The registran$ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdatiamnc
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoitee designed unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is made knc
to us by others within those entities, particulahlying the period in which this report is beingpeired,;

(b) Evaluated the effectiveness of the registeamtisclosure controls and procedures and preséntabis report oL
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered by this repc
based on such evaluation; and

(c) Disclosed in this report any change in the siegits internal control over financial reporting thatooed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbr® that has materia
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finac¢eporting; and

5. The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluation of internadrobove
financial reporting, to the registrant’s auditoraldhe audit committee of the registranboard of directors (or persons perforn
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reportin
which are reasonably likely to adversely affect tiegistrants ability to record, process, summarize and refiodncia
information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samifrole in th
registrant’s internal control over financial repogt

Date: March 27, 2015

/s/Georganne Hodges
Georganne Hodges
Chief Financial Officer




EXHIBIT 32

CERTIFICATION OF
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
UNDER SECTION 906 OF THE
SARBANES OXLEY ACT OF 2002, 18 U.S.C. § 1350

In connection with the Annual Report @R 10-K for the year ended December 31, 2014“@&mn@ual Report)
of Spark Energy, Inc., a Delaware corporation ((bempany”), as filed with the Securities and Exojpar€ommission
on the date hereof, Nathan Kroeker, Chief Execufiffecer of the Company and Georganne Hodges, Gfiredncial
Officer of the Company, each certify, pursuant 18.Q. Section 1350, as adopted pursuant to Se@fiérof the
Sarbanes-Oxley Act of 2002, that, to his and hemkedge:

1. This Annual report fully complies with the requirents of section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

2. The information contained in the Annual Reportl§apresents, in all material respects, the financia
condition and results of operations of the Company.

Date: March 27, 2015

/s/Nathan Kroeke
Nathan Kroeke
Chief Executive Office

/s/IGeorganne Hodg
Georganne Hodg:t
Chief Executive Office




