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PART 1. — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

SPARK ENERGY, INC.

CONDENSED COMBINED AND CONSOLIDATED BALANCE SHEETS

AS OF SEPTEMBER 30, 2014 AND DECEMBER 31, 2013
(in thousands)

(unaudited)
September 30, December 31,
2014 2013
Assets
Current assets:
Cash and cash equivalents $ 2,48° 7,18¢
Accounts receivable, net of allowance for doubsftitounts 48,96: 62,67¢
Accounts receivable-affiliates 484 6,797
Inventory 9,65¢ 4,322
Fair value of derivative assets 90C 8,071
Customer acquisition costs 14,65¢ 477"
Prepaid assets 1,30: 1,03z
Deposits 4,12: 3,52¢
Other current assets 6,11« 2,901
Total current assets 88,68’ 101,29:
Property and equipment, net 4,437 4,817
Fair value of derivative assets 11 6
Customer acquisition costs 5,73¢ 2,901
Deferred tax assets 22,99¢ —
Other assets 204 58
Total Assets $ 122,07 109,07:
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 33,69¢ 36,97
Accounts payable-affiliates 851 —
Accrued liabilities 4,34¢ 6,83¢
Fair value of derivative liabilities 1,601 1,83:
Note payable 20,50( 27,50(
Other current liabilities 1,46¢ —
Total current liabilities 62,46( 73,14:
Long-term liabilities:
Fair value of derivative liabilities 74 18
Payable pursuant to tax receivable agreementeaéf#i 20,91¢ —
Other long-term liabilities 107 —
Total liabilities 83,55¢ 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, zero issued and
outstanding at December 31, 2013 and 3,000,00@dsand outstanding at September 30, 2014 3C —
Class B common stock, par value $0.01 per shar808M00 shares authorized, zero issued and
outstanding at December 31, 2013 and 10,750,00@dsand outstanding at September 30, 2014 10¢ —

Preferred Stock:
Preferred stock, par value $0.01 per share, 2000Ghares authorized, zero issued and outstaatling

NAanAamhAar 21 MN1D AanA CAantAanmhaAr 2N 7



Additional paid-in capital 8,99¢

Retained earnings 1,061 —
Total stockholders' equity 10,197 35,91:
Non-controlling interest in Spark HoldCo, LLC 28,32: —
Total equity 38,51¢ 35,91
Total Liabilities and Stockholders' Equity $ 122,07 109,07:

The accompanying notes are an integral part ofdinelensed combined and consolidated financialrstatts.
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SPARK ENERGY, INC.
CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF O PERATIONS AND COMPREHENSIVE INCOME (LOSS) FOR THE
THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013
(in thousands, except per share data)

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Revenues:

Retail revenues (including retail revenues-affdgmbf $0 and $2,460 for the

three months ended September 30, 2014 and 20p&ctesly, and retail

revenues-affiliates of $2,170 and $2,970 for theemhonths ended September

30, 2014 and 2013, respectively) $ 6835 $ 69,88: $ 238,45 $ 237,59

Net asset optimization revenues (expenses) (inodudsset optimization

revenuesffiliates of $3,208 and $5,107 for the three merghded Septemb

30, 2014 and 2013, respectively, and $10,341 a7 #for the nine months

ended September 30, 2014 and 2013, respectivelyasset optimization

revenues affiliates cost of revenues of $6,450%8)844 for the three month

ended September 30, 2014 and 2013, respectivaly$2i 004 and $2,841 f

the nine months ended September 30, 2014 and &&HB:ctively) (147) 17 1,681 (2,929)

Total Revenues 68,217 69,89¢ 240,13« 234,67t
Operating Expenses:

Retail cost of revenues (including retail cost@fenues-affiliates of less than
$0.1 million for both the three and nine monthsexh8eptember 30, 2014 and
2013) 51,86 60,04: 192,37: 182,44:

General and administrative (including general ashthiaistrative expense-
affiliates of $0.1 million for both the three anmh@ months ended Septembe

30, 2014) 10,63« 7,571 28,49 26,28¢
Depreciation and amortization 4,11z 3,39( 10,32« 12,70«
Total Operating Expenses 66,61( 71,00¢ 231,18t 221,43:
Operating income (loss) 1,607 (1,110 8,94¢ 13,24:
Other (expense)/income:
Interest expense (615) (597) (1,150 (1,267
Interest and other income 40 124 111 13t
Total other expenses (575 (473 (1,039 (1,139
Income (loss) before income tax expense 1,032 (1,587 7,90¢€ 12,11(
Income tax expense 613 14 777 42
Net income (loss) $ 41¢  $ (159) $ 7,12¢ $ 12,06¢
Less: Net income (loss) attributable to non-coffitrglinterests (642) — 6,06¢ —
Net income (loss) attributable to Spark Energy, stockholders $ 1061 $ (1,59 $ 1,061 $ 12,06¢
Other comprehensive income (loss):
Deferred gain from cash flow hedges — — — 2,62(
Reclassification of deferred gain from cash flowddpes into net income (Note
6) — — — (84)
Comprehensive income (loss) $ 41¢ % @59) $ 7,02¢ $ 14,60«

Net income attributable to Spark Energy, Inc. pgnmon share
Basic
Diluted

&

0.3t $ 0.3t
0.0z $ 0.3t

&

Weighted average commons shares outstanding
Basic 3,00¢ 3,00
Diluted 13,75( 3,00



The accompanying notes are an integral part ofdinelensed combined and consolidated financialrstatts.
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SPARK ENERGY, INC.

CONDENSED COMBINED AND CONSOLIDATED STATEMENT OF CH ANGES IN EQUITY

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014

(in thousands)
(unaudited)

Member's
Equity

Issued
Shares of
Class A
Common
Stock

Issued
Shares of
Class B
Common
Stock

Issued
Shares of
Preferred

Stock

Class A
Common
Stock

Class B
Common
Stock

Additional
Paid In
Capital

Retained
Earnings

Total
Stockholders

Equity

Non-
controlling
Interest

Total
Equity

Balance at 12/31/13:

Capital contributions from
member and liabilities
retained by affiliate

Distribution to member

Net loss prior to the
Offering

$ 35,91

54,20:
(61,60)

(&)

$ 35,91!

54,20:
(61,60)

(21)

Balance prior to Corporatt
Reorganization and the
Offering:

Reorganization
Transaction:

Issuance of Class B
common stock

Offering Transactions:
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

Tax benefit from tax
receivable agreement

Liability due to tax
receivable agreement

28,48¢

(28,48¢)

10,75(

30

10¢€

$ 28,37¢

(2,667

50,19(

(47,609

(22,23:)
23,63t

(20,919

28,48¢

$ 28,48t

(2,667) (2,667

50,22( 50,22(

(47,609 (47,609

(22,23) $§ 22,23

23,63¢ 23,63¢

(20,919 (20,919

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

Stock based compensatic

Consolidated net income
subsequent to the Offering

10,75(

8,78¢
21z

$ 1,061

8,92/
212

22,23:

31,15¢
212

1,061 6,08¢ 7,15(

Balance at 9/30/14: $

3,00(

10,75( $

$ 899 $ 1,061

$ 10,197 $ 28,327 $ 38,51t

The accompanying notes are an integral part ofdnelensed combined and consolidated financialre&tss.
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SPARK ENERGY, INC.
CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF C ASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2.3
(in thousands)
(unaudited)

Nine Months Ended September 30,
2014 2013

Cash flows from operating activities:
Net income $ 7,12¢ % 12,06¢
Adjustments to reconcile net income to net cash fles provided by operating activities:

Depreciation and amortization expense 10,32« 12,70«
Deferred income taxes 63¢ —
Stock based compensation 362 —
Amortization and write off of deferred financingste 58C 501
Allowance for doubtful accounts and bad debt expens 3,97: 1,62¢
Gain on derivatives, net (262) (2,040
Current period cash settlements on derivatives, net 7,252 1,87¢
Changes in assets and liabilities:
Decrease in accounts receivable 9,741 23,26¢
Decrease in accounts receivable-affiliates 6,31( 4,99¢
Increase in inventory (5,339 (2,05))
Increase in customer acquisition costs (20,36¢) (3,112
Increase in prepaid and other current assets (4,65%) (1,227
Increase in other assets (14¢€) @)
Decrease in accounts payable and accrued liabilitie (5,890 (24,309
Increase in accounts payable-affiliates 851 —
Increase (decrease) in other liabilities 1,46t (517)
Net cash provided by operating activities 11,96¢ 33,77
Cash flows from investing activities:
Purchases of property and equipment (2,219 (98€)
Net cash used in investing activities (2,219 (98¢€)
Cash flows from financing activities:
Borrowings on notes payable 60,28( 44,50(
Payments on notes payable (38,280) (43,500
Member contributions 25,20: —
Member distributions (61,607 (38,05%)
Proceeds from issuance of Class A commarksto 50,22( —
Distributions of proceeds from Offering tifilaate (47,559 —
Payment of Note Payable to NuDevco (50) —
Offering costs (2,667) —
Net cash used in financing activities (14,45)) (37,059
Decreases in cash and cash equivalents (4,706 (4,266
Cash and cash equivalents—beginning of period 7,18¢ 6,55¢
Cash and cash equivalents—end of period $ 2,48: % 2,29:
Supplemental Disclosure of Cash Flow Information:
Non cash items:
Issuance of Class B common stock $ 28,48t $ =
Liabilities retained by affiliate 29,00( —
Liability due to tax receivable agreement 23,63¢ —
Tax benefit from tax receivable agreement 20,91t —



Initial allocation of non-controlling intese 22,23: —

Property and equipment purchase accrual 81 —
Cash paid during the period for:

Interest $ 484 $ 1,50(

Taxes $ 15C $ 19t

The accompanying notes are an integral part of¢inelensed combined and consolidated financialrstatts.
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SPARK ENERGY, INC.
NOTES TO CONDENSED COMBINED AND CONSOLIDATED FINANC IAL STATEMENTS
(UNAUDITED)

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 gakelectricity. 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 ed®park Energy, LLC (“SE”) and Spark Energy QdsC (“SEG”), the
operating subsidiaries through which the Comparerates. The Company is the sole managing memispark HoldCo, is
responsible for all operational, management andradtrative decisions relating to Spark Hold€E®usiness and consolidates
financial results of Spark HoldCo and its subsidr

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 \festwwnership in SE and SEG. Spark Energy Ventarsigle member
limited liability company formed on October 8, 200@der the Texas Limited Liability Company Act (“LCA") is an affiliate
of NuDevco Retail Holdings, LLC (“NuDevco Retail iings”), a single member Texas limited liabilitgrapany formed by
Spark Energy Ventures on May 19, 2014 under thea3 8&usiness Organizations Code (“TBOMuDevco Retail Holdings w:
formed by Spark Energy Ventures to hold its investmn Spark HoldCo, LLC, our subsidiary and thecli parent of SEG and
SE. NuDevco Retail Holdings is currently a dire¢tolly owned subsidiary of Spark Energy Venturesiciviis wholly owned by
NuDevco Partners Holdings, LLC, which is wholly axehby NuDevco Partners, LLC ("NuDevco PartnersBicl is wholly
owned by W. Keith Maxwell 1ll. NuDevco Retail Holtjs formed NuDevco Retail, LLC ("NuDevco Retail'tlatogether with
NuDevco Retail Holdings, "NuDevcao"), a single memliraited liability company, on May 29, 2014 andhitlds 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"), representid).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
Spark HoldCo is not considered a business combmmaiicounted for under the purchase method, assitatransfer of assets
and operations under common control, and accorgibgllances were transferred at their historicat.cbhe Company’s
historical condensed combined financial statemprits to the Offering are prepared using SE’s aB&S historical basis in the
assets and liabilities, and include all revenuests; assets and liabilities attributed to thellretdural gas and asset optimization
and retail electricity businesses of SE and SEG.

SE is a licensed retail electric provider in mu#iptates. SE provides retail electricity serviwesnd-use retail customers,
ranging from residential and small commercial cos to large commercial and industrial users. && fermed on February 5,
2002 under the Texas Revised Limited Partnershipg@screcodified by the TBOC) and was convertea T@xas limited liabilit
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 $dxaited liability 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 Businésdups 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 weed to acquire units of Spark HoldCo (the "Sparld8o units")
representing approximately 21.82% of the outstam@park HoldCo units after the Offering from NuDeRetail Holdings and
to repay a promissory note from the Company irptiirecipal amount of $50,000 (the "NuDevco Note'heTCompany did not
retain any of the net proceeds from the Offerintge Tompany recorded $2.7 million of previously defé incremental costs
directly attributable to the Offering as a reductio equity at the Offering date, which were fundigdhe Offering proceeds.

The Company also issued 10,750,000 shares of 8lassnmon stock, par value 0.01 per share (the ¥dasommon stock") to
Spark HoldCo, 10,612,500 10,612,500 of which SpéoldCo distributed to NuDevco Retail Holdings, a@&7,500 of which
Spark HoldCo distribute to NuDevco Retalil.

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! 21.82%
Class B common stock held by NuDevco Retail Holdjrid C and NuDevco Retail, LLC 10,750,00 78.1¢%
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. See
Note 4 "Lon¢-Term Debt" for 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 comnamk)sfor Class A common stock (or cash at Spark@nenc.’s or Spark
HoldCo's election (the “Cash Option”)) at an exchamatio of one share of Class A common stock doheSpark HoldCo unit
(and corresponding share of Class B common stoaljamged. In addition, NuDevco has the right, ur@etain circumstances,
to cause the Company to register the offer ande@daNuDevco's shares of Class A common stockiobdapursuant 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. SeeeNkdt "Transactions with Affiliates" for further disssion

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 outstandindabtedness. SE and SEG repaid their outstandiedpiedness 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 transferiidat 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 witlptieeeeds 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 aqpmeate 21.82% interest
in Spark HoldCo, NuDevco Retail Holdings owns apragimate 77.18% interest in Spark HoldCo and 12,8010 shares of
Class B common stock and NuDevco Retail owns aritééast in Spark HoldCo and 137,500 shares of ®assnmon stock.

Each share of Class B common stock, all of whidieisl by NuDevco, has no economic rights but exstitis holder to one vote
on all matters to be voted on by shareholders géigeHolders of Class A common stock and Clas®Bimon stock vote
together as a single class on all matters preseéntear shareholders for their vote or approvategt as otherwise required by
applicable law or by our certificate of incorpooati

2. Basis of Presentation

The accompanying interim unaudited condensed cagdlamd consolidated financial statements (“intestatements”) of the
Company have been prepared in accordance with attagiprinciples generally accepted in the Unit¢at&s (“GAAP”) and
pursuant to the rules and regulations of the Stesiand Exchange Commission ("SEC").

The preparation of the financial statements in gonity with GAAP requires management to make edtisiand assumptions
that affect the reported amounts of assets antiti@d and disclosure of contingent liabilitiesthe date of the interim financial
statements and the reported amounts of revenuesxgeases during the reporting period. Actual testduld differ from those
estimates. Effects on the business, financial ¢mmdand results of operations resulting from rewis to estimates are
recognized when the facts that give rise to thesi@v become known. The information furnished hereflects all normal
recurring adjustments which are, in the opiniomaihagement, necessary for a fair presentatioreafdhdensed combined and
consolidated financial statements. Operating redaitthe three and nine months ended Septemh@03@ are not necessarily
indicative of the results which may be expectedHierfull year or for any interim period.

8
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The accompanying interim unaudited condensed cardamd consolidated financial statements have pegrared in
accordance with Regulation S-X, Article@eneral Instructions as to Financial Statements Staff Accounting Bulletin

(“SAB”) Topic 1-B, Allocations of Expenses and RethDisclosures in Financial Statements of SubsisaDivisions or Lesser
Business Components of Another Eron a stand-alone basis and are derived from SE<SS&G’s historical basis in the assets
and liabilities before the Offering and Spark Emwelree.'s financial results after the Offering, andlude all revenues, costs,
assets and liabilities attributable to the retatumal gas and asset optimization and retail édégtbusinesses of SE and SEG for
the periods prior to the Offering that are speaificidentifiable or have been allocated to the @any. Management has made
certain assumptions and estimates in order toakoa reasonable share of expenses to the Conmarhythat the Company’s
consolidated financial statements reflect subsafiyitall of its costs of doing business. The Comypalso enters into transactions
with and pays certain costs on behalf of affiliateser common control in order to reduce risk, cedadministrative expense,
create economies of scale, create strategic adisaand supply goods and services to these relatéds The Company direct
bills certain expenses incurred on behalf of &fds or allocates certain overhead expenses liateffiassociated with general
and administrative services based on services giedyidepartmental usage, or headcount, which aigdared reasonable by
management. The allocations and related estimattassumptions are described more fully in NotéTtansactions with
Affiliates”. These costs are not necessarily intiigaof the cost that the Company would have ireditnad it operated as an
independent stand-alone entity prior to the Offrisffiliates have also relied upon Spark Energyniees as a participant in the
credit facility for periods prior to the Offering @escribed more fully in Note 4 “Long-Term DelAs such, the Company’s
interim unaudited condensed combined and conselid@tancial statements do not fully reflect whea Company’s financial
position, results of operations and cash flows wdave been had the Company operated as an indaygestdndalone compan
prior to the Offering. As a result, historical fima@al information prior to the Offering is not nesarily indicative of what the
Company’s results of operations, financial positma cash flows will be in the future. The Compamyiaudited condensed
consolidated financial statements subsequent t@tfezing are presented on a consolidated basisrehade all wholly-owned
and controlled subsidiaries.

Transactions with Affiliates

The Company enters into transactions with and Bicartain 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
to the affiliated companies associated with the gamy’s debt facility prior to the Offering, emplaybenefits provided through
the Company’s benefit plans, insurance plans, teaffece space, and administrative salaries fobanting, tax, legal, or
technology services. As such, the accompanyingamset combined and consolidated financial statesecitide costs that
have been incurred by the Company and then dirbdtgd or allocated to affiliates and are recordedin general and
administrative expense on the condensed combirnd@rsolidated statements of operations with aesponding accounts
receivable—affiliates recorded in the condensedhiioed and consolidated balance sheets. AdditionthléyCompany enters
into transactions with certain affiliates for satepurchases of natural gas and electricity, whighrecorded in retail revenues,
retail cost of revenues, and net asset optimizadganues in the condensed combined and consalidttements of operations
with a corresponding accounts receivable—affil@ataccounts payable—affiliate in the condensed doetband consolidated
balance sheets. See Note 11 “Transactions wittig&s” for further discussion.

Subsequent Events
Subsequent events have been evaluated througlatin¢heése financial statements are issued. Anyriabselbsequent events ti
occurred prior to such date have been properlygmzed or disclosed in the condensed combined ansltidated financial

statements. See Note 13 "Subsequent Events" filvefudiscussion.

Recent Accounting Pronounceme
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In May 2014, the Financial Accounting StandardsBda-ASB") issued Accounting Standards Update (UASNo. 2014-09,
Revenue from Contracts with Custorr, which requires an entity to recognize the amadimévenue 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. Hi@ndard permits the use
of either the retrospective or cumulative effeansgition method. The Company is evaluating thecetfeat ASU 2014-09 will
have on its financial statements and related discks. The Company has not yet selected a tramsitethod nor has it
determined the effect of the standard on its orgyéimancial reporting.

3. Property and Equipment

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

Estimated

useful September 30, December 31,

lives (years) 2014 2013
Information technology 2-5 $ 24,82¢ % 22,52¢
Leasehold improvements 2-5 4,56¢ 4,56¢
Furniture and fixtures 2-5 99¢ 99¢
Total 30,39( 28,09t
Accumulated depreciation (25,959 (23,279
Property and equipment—net $ 4437 % 4,817

Information technology assets include software @nsultant time used in the application, develograed implementation of
various systems including customer billing and vese management systems. As of September 30, 2ilBecember 31,
2013, information technology includes $2.2 milliamd $1.3 million , respectively, of costs assetlatith assets not yet placed
into service.

Depreciation expense recorded in the condensedinethnd consolidated statements of operationsp@asmillion and $1.4
million for the three months ended September 3@42ihd 2013, respectively, and $2.7 million and $4illion for the nine
months ended September 30, 2014 and 2013, resggctiv

4. Long-Term Debt

In October 2007, Spark Energy Ventures and aliso$uibsidiaries (collectively, the “Borrowers”) tered into a credit

agreement, consisting of a working capital facil#yterm loan and a revolving credit facility (tt&redit Agreement”), with SE
and SEG as co-borrowers under which they werelyoamd severally liable for amounts Borrowers bared under the Credit
Agreement. The Credit Agreement was secured bytaodslly all of the assets of Spark Energy Venduaad its subsidiaries.

The Credit Agreement was amended on May 30, 20@8xade for a $177.5 million working capital fagi, a $100 millionterm
loan, and a $35 million revolving credit facilitn January 24, 2011, the Borrowers amended aratedshe Credit Agreement
(the “Fifth Amended Credit Agreement”) to decretiseworking capital facility to $150 million , taérease the term loan to
$130 million and to eliminate the revolving cref@itility.

On December 17, 2012, the Borrowers amended atatedghe Fifth Amended Credit Agreement to de@¢las working
capital facility to $70 million , to decrease tler loan to $125 million and to reinstate the rewg credit facility in the amount
of $30 million (the “Sixth Amended Credit Agreem@niThe Sixth Amended Credit Agreement was schetitdemature on
December 17, 2014.

On July 31, 2013 and in conjunction with the inipablic offering of Marlin Midstream Partners, [(fMarlin”), which was
formerly a wholly owned subsidiary of Spark Enexggntures, the Sixth Amended Credit Agreement
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was amended and restated to increase the workpigkcacility to $80 million and eliminate the tarloan and revolving credit
facility (the “Seventh Amended Credit Agreementigao remove Marlin as a party to the Credit AgreetnThe Seventh
Amended Credit Agreement was scheduled to matudaign31, 2015. The Seventh Amended Credit Agre¢m@ntinued to be
secured by the assets of Spark Energy Venturegsasdbsidiaries through completion of the Offering

Although SE and SEG, as wholly owned subsidiarfeSpark Energy Ventures, were jointly and severtdliyle for Marlin’s
borrowing under the Sixth Amended Credit Agreenitr 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 SEGeve the primary recipients of
the proceeds from the working capital facility.

The Company adopted ASU 2013-04, which prescribestcounting for joint and several liability amaments early and
applied the accounting in the guidance condensetbiceed and consolidated financial statements poitine Offering as requir
by the standard. This guidance requires an emtitygasure its obligation resulting from joint aedeyal liability arrangements
for which the total amount under the arrangemefixégl at the reporting date, as the sum of thewarhthe reporting entity
agreed to pay on the basis of its arrangement ait®og-obligors and any additional amount the répg entity expects to pay
on behalf of its co-obligors. Based on the Sixthefled Credit Agreement prior to the Marlin inipalblic offering and
understanding among the Borrowers, the term lodrtlarevolving credit facility were assigned sfieally to Marlin. The
Company has recognized the proceeds from the wgdapital facility in its condensed combined andsmidated financial
statements prior to the Offering, which represetiedamounts the Company with the other Borrowgrsed to pay, and the
amounts the Company expected to pay.

Working Capital Facility

The working capital facility was $150 million in 22 under the Fifth Amended Credit Agreement and lat@s amended to $70
million on December 17, 2012 under the Sixth Ameh@eedit Agreement. On July 31, 2013, and in coctjon with the
Seventh Amended Credit Agreement, the working ehfatility was increased to $80 million and wabkestuled to mature on
July 31, 2015.

The working capital facility was available for usg Spark Energy Ventures and its affiliates toficeithe 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 idgtbusinesses of the Company. The Company’slensed combined and
consolidated financial statements include the tabunts outstanding under the working capitalifg@f $27.5 million as of
December 31, 2013, which is classified as curirettte condensed combined balance sheet as thenga&pital facility was
drawn upon and repaid on a monthly basis to fundkiwg capital needs. Portions of the borrowingsemgsed to fund equity
distributions to the sole member of the Companiyia unrelated operations of an affiliate underdgbmmon control of the sole
member prior to the Offering. The total amountsstartding under the facility as of December 31, 28i@ through the Offering
date included $17.5 million and $29.0 million ,pestively that was retained and paid off by arliaté in connection with the
Offering.

Further, through the issuance of letters of creldé,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. The
Company incurred fees on letters of credit issuatautstanding totaling $0.1 million for both o€&tthree months ended
September 30, 2014 and 2013, and $0.3 million &l &illion , for the nine months ended Septemi@er2®14 and 2013,
respectively, which is recorded in interest expengbe condensed combined and consolidated statsroEoperations.

11




Table of Contents

Under the Sixth Amended Credit Agreement, the Camppeaas able to elect to have loans under the wgr&radit facility bear
interest either (i) at a Eurodollar-based rate plusargin ranging from 3.00% to 3.75% dependinghenCompany’s
consolidated funded indebtedness ratio then ircefte (ii) at a base rate loan plus a margin nagigiom 2.00% to 2.75%
depending on the Company’s consolidated fundedbiredimess ratio then in effect. The Company also paionutilization fee
equal to 0.50% per annum.

Under the Seventh Amended Credit Agreement, thegaomwas able to elect to have loans under theingdapital facility
bear interest (i) at a Eurodollar-based rate plosggin ranging from 3.00% to 3.25% , dependinghenSpark Energy Ventures’
aggregate amount outstanding then in effect, (@ laase rate loan plus a margin ranging from 2.@90%25% , depending on
Spark Energy Ventures’ aggregate amount outstarttegin effect or (iii) a cost of funds rate Igalns a margin ranging from
2.50% to 2.75% , depending on Spark Energy Verntagggegate amount outstanding then in effect. Ereamtking capital loan
made as a result of a drawing under a letter aficbears interest on the outstanding principal améhereof from the date
funded at a floating rate per annum equal to ttst @bfunds rate plus the applicable margin untillsloan has been outstanding
for more than two business days and, thereaftarskipterest on the outstanding principal amouetethf at a floating rate per
annum equal to the base rate plus the applicabigimalus two percent 2.00% per annum. The Comjracyrred interest
expense of $0.6 million and 0.6 million for thegbmonths ended September 30, 2014 and 2013 ctieshe and $1.2 million
and $1.3 million for the nine months ended SepterBbe2013, which is recorded in interest expengbé condensed combined
and consolidated statements of operations.

The Company also paid a commitment fee equal 1@%0.per annum. The Company incurred commitmenttfaeting $0.1
million or less for each of the three and nine rher@nded September 30, 2014 and 2048ich is recorded in interest expens
the condensed combined and consolidated statemienperations.

Deferred Financing Cosil

Deferred financing costs were $0.4 million (alldiich represents capitalized financing costs rdl&aehe new Senior Credit
Facility entered into on August 1, 2014) and $0ilian as of September 30, 2014 and December 313 20espectively. Of
these amounts, $0.2 million and $0.4 million isorgled in other current assets in the condensed ioechiand consolidated
balance sheets as of September 30, 2014 and Dec8it2013 , respectively, and $0.2 million andl$@illion is recorded in
other assets in the condensed combined and coatsalibalance sheet as of September 30, 2014 amuribec 31, 2013,
respectively based on the terms of the workingtabfacilities.

Amortization of deferred financing costs was $0i#liom (which included $0.3 million of capitalizefthancing costs written off
upon extinguishment of the Seventh Amended Creaditliy) and $0.3 million for the three months eddgeptember 30, 2014
and 2013, respectively, and $0.6 million and $0ilfan for the nine months ended September 30, 20xid 2013, respectively,
which is recorded in interest expense in the cose@icombined and consolidated statements of opesati

NuDevco Nott

NuDevco Retail Holdings transferred Spark HoldCadsuto the Company for tr$50,000NuDevco Note, and the limited liabil
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, tiempany entered into a new $70.0 million seniousst revolving credit
facility ("Senior Credit Facility"), which matures August 1, 2016. If no event of default has ommuirthe Company has the
right, subject to approval by the administrativestgand each issuing bank, to increase the commitmmder the Senior Credit
Facility up to $120.0 million . The Company borrahepproximately $10.0 millioander the Senior Credit Facility at the clos
of the Offering to repay in full the outstandingl@btedness under the Seventh Amended Credit Agrée¢hsg SEG and SE
agreed to be responsible
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for pursuant to an interborrower agreement betvgte@, SE and an affiliate. The remaining $29.0 omllof indebtedness
outstanding under the Seventh Amended Credit Ageetat the Offering date was paid down by ouriaf with its own funds
concurrent with the closing of the Offering pursutanthe terms of the interborrower agreement.dvalig this repayment, the
Seventh Amended Credit Agreement was terminatee.ddmpany had $15 million in letters of credit mdwnder the Senior
Credit Facility at inception. As of September 3012, the Company had $20.5 million outstanding utige Senior Credit
Facility and $11.6 million in letters of credit issd. The Senior Credit Facility is available todwexpansions, acquisitions and
working capital requirements for operations andegelhcorporate purposes.

At our election, interest is generally determingddference 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 rangiom 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
the applicable margin until such loan has beentandsng for more than two business days and, tfierehears interest on the
outstanding principal amount thereof at a floatiag per annum equal to the base rate plus th&capld margin, plus two
percent ( 2.00% per annum. Additionally, the Company is chargéeltr of credit fee for letters of credit outsdarg. Our fee i
from 2.00% to 2.50% per annum, depending on theativgilization of the working capital facility ahwhat type 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 theB€redit 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.

The Senior Credit Facility is secured by the cdgitack of SE, SEG and Spark HoldCo (the "Co-Boem\) present and future
subsidiaries, all of the Co-Borrowers’ and theinsdiaries’present and future property and assets, includingumts receivabli
inventory and liquid investments, and control agreets relating to bank accounts.

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

In addition, the Senior Credit Facility containfirafiative covenants that are customary for creatitlities of this type. The
covenants include delivery of financial statemémsluding any filings made with the SEC, mainteceuof property and
insurance, payment of taxes and obligations, nateoimpliance with laws, inspection of propertypk® and records and audits,
use of proceeds, payments to bank blocked accawtise of defaults and certain other customarytensit
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5. Fair Value Measurements

Fair value is defined as the price that would loeired to sell an asset or paid to transfer aligl§exit 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 inharemluation techniques and
the inputs to valuations. This includes not only ¢hedit standing of counterparties involved areithpact of credit
enhancements but also the impact of the Compamysronperformance risk on its liabilities.

The Company applies fair value measurements tmitamodity derivative instruments based on the falhg fair value
hierarchy, which prioritizes the inputs to valuatiechnigues used to measure fair value into thread levels:

. Level 1—Quoted prices in active markets for titsal assets and liabilities. Instruments categuatin Level 1
primarily consist of financial instruments sucheaxshange-traded derivative instruments.
. Level 2—Inputs other than quoted prices recoiiddcevel 1 that are either directly or indirectlipgservable for

the asset or liability, including quoted prices $tmilar assets or liabilities in active marketspted prices 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 inautbn-exchange traded derivatives such as overeheter
commodity forwards and swaps and options.

. Level 3—Unobservable inputs for the asset or liability Jiliing situations where there is little, if any selvabl
market activity for the asset or liability.

As the fair value hierarchy gives the highest iydio quoted prices in active markets (Level 19l 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 snjegd to measure fair value might fall in différewels 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 equivaleatsuamts receivable, accounts receivable-affilisaespunts payable, accounts
payable-affiliates, and accrued liabilities recatdethe condensed combined and consolidated takstmeets approximate fair
value due to the short-term nature of these itdihe.carrying amount of long-term debt recordedhén¢ondensed combined and
consolidated balance sheets approximates fair vmdoause of the variable rate nature of the Comipdmyg-term debt. The fair
value of the payable pursuant to tax receivableergent-affiliate is not determinable due to thdiafié nature and terms of the
associated agreement with the affiliate.
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Derivative Instrument

The following table presents assets and liabiltesisured and recorded at fair value in the Compamndensed combined and
consolidated balance sheets on a recurring basasdyheir level within the fair value hierarchyagin thousands):

Level 1 Level 2 Level 3 Total
September 30, 2014
Non-trading commodity derivative assets $ — 3 71¢ % — 3 71¢
Trading commodity derivative assets — 192 — 192
Total commodity derivative assets $ — % 911 $ — 3 911
Non-trading commodity derivative liabilities $ (1,397 $ (180 $ — % (1,57))
Trading commodity derivative liabilities (52 (46) — (99)
Total commodity derivative liabilities $ (1,449 $ (226) $ — % (1,67%)

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 $ — $ 8,077
Non-trading commodity derivative liabilities $ (562 $ (854 $ — $ (1,419
Trading commodity derivative liabilities 147 (581) — (439
Total commodity derivative liabilities $ (41¢) $ (1,43 $ — $ (1,85))

The Company had no financial instruments measwsiddevel 3 at September 30, 2014 and Decembet@B. The Compan
had no transfers of assets or liabilities betwagnad the above levels during the nine months er@kgatember 30, 2014 and the
year endeDecember 31, 2013 .

The Company’s derivative contracts include exchangged contracts fair valued utilizing readily gable quoted market prices
and non-exchange-traded contracts fair valued ussudcet price quotations available through brokersver-the-counter and
on-line exchanges. In addition, in determiningfdievalue of the Company’s derivative contradt® Company applies a credit
risk valuation adjustment to reflect credit riskiahis calculated based on the Company’s or thateoparty’s historical credit
risks. As of September 30, 2014 and December 313 2€he credit risk valuation adjustment was naterial.

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
ancillary capacity charges from independent sysiparators. The Company uses derivative instruntentsanage exposure to
these risks, and historically designated certanvdgve instruments as cash flow hedges for actngrpurposes. For derivativ
designated in a qualifying cash flow hedging relaship, the effective portion of the change in failue is recognized in
accumulated other comprehensive income ("OCI")raathssified to earnings in the period in whichtieelged item affects
earnings. Any ineffective portion of the derivatsrehange in fair value is recognized currentlgarnings.

The Company also holds certain derivative instrushémat are not held for trading purposes but @ r@ot designated as hedq
for accounting purposes. These derivative instrusmespresent economic hedges that mitigate the @oy'gpexposure to
fluctuations in commodity prices. For these denratnstruments, changes in the fair value aregeized currently in earnings
in retail revenues or retail cost of revenues.

As part of the Company’s strategy to optimize #seds and manage related risks, it also managasfalip of commodity
derivative instruments held for trading purposdge Tompany’s commaodity trading activities are
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subject to limits within the Company’s Risk ManagarPolicy. For these derivative instruments, clearig the fair value are
recognized currently in earnings in net asset dp#tion revenues.

Derivative assets and liabilities are presentedmttite Company’s condensed combined and consetidzdlance sheets when
the derivative instruments are executed with timeeseounterparty under a master netting arrangermbatCompanys derivative
contracts include transactions that are executtdudioan exchange and centrally cleared as wel/asthe-counter, bilateral
contracts that are transacted directly with a tpady. To the extent the Company has paid or vedetollateral related to the
derivative assets or liabilities, such amounts wWdd presented net against the related derivasiset ar liability’s fair value. As
of September 30, 2014 the Company had paid $0libmiklated to derivative liabilities fair valuas of December 31, 2013 ,
the Company had not paid or received any collatraunts. The specific types of derivative instrataghe Company may
execute to manage the commaodity price risk incihéefollowing:

. 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 commaditinancial
instrument;

. Swap agreements, which require payments to or mumterparties based upon the differential betvieerprices for i
predetermined notional quantity; and

. Option contracts, which convey to the option leolthe right but not the obligation to purchasse&ll a commodity.

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

Nor-trading
September 30,
Commodity Notional 2014 December 31, 2013
Natural Gas MMBtu 10,94¢ 3,51¢
Natural Gas Basis MMBtu 4,01¢ 375
Electricity MWh 60z 46E
Trading
September 30,
Commaodity Notional 2014 December 31, 2013
Natural Gas MMBtu 562 2,25¢
Natural Gas Basis MMBtu — 1,44:
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Gains (Losses) on Derivative Instruments

Gains (losses) on derivative instruments, net amaent period settlements on derivative instrumergee as follows for the

periods indicated (in thousands):

Three Months Ended September 30,

2014 2013
Loss on non-trading derivatives—cash flow hedges, n — (892
Gain (loss) on non-trading derivatives, net (inahgdoss on non-trading
derivatives—affiliates, net of $0 and $66 for theee months ended
September 30, 2014 and 2013, respectively) (1,167%) 2,67¢
Gain (loss) on trading derivatives, net (includiags on trading
derivatives—affiliates, net of $0 and $2,191 fae three months ended
September 30, 2014 and 2013, respectively) (15) 89t
Gain (loss) on derivatives, net $ (1,179 % 2,682
Current period settlements on non-trading derieati+cash flow hedges,
net — 1,18(
Current period settlements on non-trading deriestiv 3,03¢ (1,719
Current period settlements on trading derivatiwesl{ding current period
settlements on trading derivatives—affiliates, ofe$0 and $1,651 for the
three months ended September 30, 2014 and 20péctasly) (39) (527)
Total current period settlements on derivatives $ 3,00 $ (1,066

Nine Months Ended September 30,

2014 2013
Loss on non-trading derivatives—cash flow hedges(including
ineffectiveness loss of $288 for the nine monttdeenSeptember 30, 201$ — % (1,09¢
Gain on non-trading derivatives, net (includingngan non-trading
derivatives—affiliates, net of $10 for the nine rtithended September 30,
2013) 5,847 69t
Gain (loss) on trading derivatives, net (includgain (loss) on trading
derivatives—affiliates, net of $1,792 and ($2,4&®)the nine months
ended September 30, 2014 and 2013, respectively) (5,58%) 2,441
Gain on derivatives, net $ 26z % 2,04(
Current period settlements on non-trading deriestiv-cash flow hedges $ — % —
Current period settlements on non-trading derieativ (9,959 (1,847
Current period settlements on trading derivativesl{ding current period
settlements on trading derivatives—affiliates, ofe$1,693 and $2,191 for
the nine months ended September 30, 2014 and &&&:ctively) 2,70 (33
Total current period settlements on derivatives $ (7,252) % (1,87¢)

Gains (losses) on trading derivative instrumergsracorded in net asset optimization revenues aims glosses) on non-trading
derivative instruments are recorded in retail resnor retail cost of revenues on the condensedtioeih and consolidated

statements of operations.
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Fair Value of Derivative Instrumen

The following tables summarize the fair value affdaiting amounts of the Company’s derivative instents by counterparty
and collateral received or paid as of (in thousgnds

September 30, 2014

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

Non-trading commodity derivatives $ 4,16¢ $ (3,460 $ 707 % — % 707
Trading commodity derivatives 527 (339 19z — 19z
Total Current Derivative Assets 4,69¢ (3,795 90C — 90C
Non-trading commodity derivatives 12: (112) 11 — 11
Total Non-current Derivative Assets 12: (112 11 — 11
Total Derivative Assets $ 4.81¢ $ (390 $ 911 $ — $ 911

September 30, 2014

Gross Cash

Gross Amounts Net Collateral Net Amount

Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $ (5,109 $ 3,461 % (1,64 $ 13¢ % (1,507)
Trading commodity derivatives (439) 334 (99 — (99
Total Current Derivative Liabilities (5,535 3,79¢ (1,740 13¢ (1,609
Non-trading commodity derivatives (18€) 112 (74) — (74)
Total Non-current Derivative Liabilities (18€) 112 (74) — (74
Total Derivative Liabilities $ (5,72 % 3,907 $ (1,819 $ 13¢ ¢ (1,675

December 31, 2013

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

Non-trading commodity derivatives $ 11,56  $ (6,899 $ 4,666 3 — 3 4,66¢
Trading commodity derivatives 3,94¢ (5449 3,40¢ — 3,40¢
Total Current Derivative Assets 15,51 (7,442) 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 8,071
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December 31, 2013

Gross Cash

Amounts Net Collateral Net Amount

Description Gross 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 Assets (9,275 7,44% (1,839 — (1,839
Non-trading commodity derivatives (120 94 (26) — (26)
Trading commodity derivatives (6) 14 8 — 8
Total Non-current Derivative Assets (12€) 10¢ (19) — (18)
Total Derivative Liabilities $ (9,40) % 755 $ (1,85) $ — 3 (1,85))

Accumulated Other Comprehensive Incc

The following table summarizes the effects on tbenfanys accumulated OCI balance attributable to cash fledge derivativ
instruments for the periods indicated (in thousgnds

Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Accumulated OCI balance, beginning of period $ — 3 — $ — $ (2,530
Deferred gain (loss) on cash flow hedge derivatiggruments — — — 2,62(
Reclassification of accumulated OCI net to income — — — (84)
Accumulated OCI balance, end of period $ — % —  $ — % —

The amounts reclassified from accumulated OClimtome and any amounts recognized in income framrnéffective portion
of cash flow hedges are recorded in retail coseeénues. In June 2013, the Company elected torttiatie cash flow hedge
accounting.

7. Equity

Class A Common Stock

The Company has a total of 3,000,000 shares @fiitss A common stock outstanding at September@B}.Zach share of
Class A common stock holds economic rights andlestits holder to one vote on all matters to beedan by shareholders
generally.

Class B Common Stock

The Company has a total of 10,750,000 shares @fidtss B common stock outstanding at Septembe2(B@1. Each share of
Class B common stock, all of which is held by NuB&vhas no economic rights but entitles its hotdaime vote on all matters

to be voted on by shareholders generally.

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

Preferred Stocl

The Company has 20,000,000 shares of authorizéerprd stock for which there are no issued andtandsng shares at
September 30, 2014.
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Earnings Per Shar

Basic earnings per share ("EPS") is computed blidiy net income attributable to shareholders (thmerator) by the
weighted-average number of Class A common shartssanding for the period (the denominator). ClagoBimon shares are
not included in the calculation of basic earnings ghare because they have no economic intertis i@Gompany. Diluted
earnings per share is similarly calculated exdegqtthe denominator is increased (1) using thetmyastock method to determ
the potential dilutive effect of the Company's tansling unvested restricted stock units and (2)guthie if-converted method to
determine the potential dilutive effect of the Camyp's Class B common stock. The Company's unvesstdcted stock units
were not recognized in dilutive earnings per slaaréhey would have been antidilutive. The Classiraon stock conversion to
Class A common stock was not recognized in diludaenings per share for the nine months ended Bépte30, 2014 as the
effect of the conversion would be antidilutive.

The following table presents the computation ohaays per share for the three and nine month pemaéd September 30, 2014
and 2013 (in thousands, except per share data):

For the Three Months For the Nine Months

Ended Ended
September 30, September 30,
2014 2014
Net income attributable to shareholders $ 1,061 % 1,061
Basic weighted average Class A common shares
outstanding? 3,00( 3,00(¢
Basic EPS attributable to shareholders $ 03 % 0.3t
Net income attributable to shareholders $ 1,061 $ 1,061
Effect of conversion of Class B common stock to
shares of Class A common stock (642) —
Diluted net income attributable to shareholders 41¢ 1,061
Basic weighted average shares outstanding 3,00( 3,00(¢
Effect of dilutive Class B common sto€k 10,75( —
Effect of dilutive restricted stock units — —
Diluted weighted average shares outstanding 13,75( 3,00(
Diluted EPS attributable to shareholders $ 0.0  § 0.3¢

@Based on outstanding shares for the period fronOffiering date of August 1, 2014 to September 80,42
Nor-controlling Interest

As a result of the Offering, the Company acquiréd 82% economic interest in Spark HoldCo, antiéssble managing
member in Spark HoldCo, with NuDevco Retail HoldingLC and NuDevco Retail, LLC (collectively, "Nul2en") retaining a
78.18% economic interest in Spark HoldCo. As altethe Company has consolidated the financialtpmsand results of
operations of Spark HoldCo and reflected the ecanamerest retained by NuDevco as a non-contrgliitierest. Net income
attributable to non-controlling interest for eadttee three and nine months ended September 3@, ’2Zptesents the net income
attributable to NuDevco prior to the Offering andDévco's retained interest subsequent to the @éeri
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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
to the Company by affording such individuals a nsgnacquire and maintain ownership of awardsyéhee of which is tied to
the performance of the Company's Class A commarksiithe LTIP provides for grants of cash paymestisck options, stock
appreciation rights, restricted stock or units,Umstock, dividend equivalents, and other stocletb@svards with the total
number of shares of stock available for issuanceuthe LTIP not to exceed 1,375,000 shares.

On August 1, 2014, the Company granted restridimeksunits to our employees, non-employee direcads certain employees
of our affiliates who perform services for the Camp. The restricted stock unit awards vest ovéna month 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 ves
date occurring each May 4 thereafter. Each restfistock unit is entitled to receive a dividendieglent 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 schedule
as the underlying restricted stock unit. No divideguivalents have been issued as of Septemb20239,as the Company had
not declared any dividends as of such date. Inrdacge with ASC 718 ompensation - Stock Compensation (“ASC 718Hhe
Company measures the cost of awards classifiequaty@wards based on the grant date fair valubefiward and the
Company measures the cost of awards classifigdlbty awards at the fair value of the award atlereporting period. The
Company has utilized an estimated 6% annual forkeitate of restricted stock units in determining fair value for all awards
excluding those issued to executive level recigi@md non-employee directors, for which no forfeisuare estimated to occur.
The Company has elected to recognize related cogafien expense on a straight-line basis over thecested vesting periods.
Although the restricted stock units allow for caglttiement of the awards at the sole discretionariagement of the Company,
management intends to settle the awards by issiiages of the Company’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 basethe Company’s Class A common stock price akefjtant date, and the
Company recognized stock based compensation expéf8e2 million for the three and nine months eh&eptember 30, 2014
in general and administrative expense and a caynglipg increase to additional paid in capital. Mmpensation expense was
recorded for the same periods in 2013 as there mete IP awards outstanding.
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The following table summarizes equity classifiestrieted stock unit activity and unvested restdciéock units for the nine
months ended September 30, 2014:

Weighted Average Grant Date

Number of Shares Fair Value
Unvested at December 31, 2013 — —
Granted 264,150 $18.00
Vested — —
Forfeited (5,850) 18.00
Unvested at September 30, 2014 258,300 $18.00

As of September 30, 2014, there was $4.2 milliotot#l unrecognized compensation cost relatedadtbmpany's equity
classified restricted stock units, which is expedtebe recognized over a weighted average pefiagmroximately 3.8 years.

Liability Classified Restricted Stock Un

Restricted stock units issued to non-employee tire®f the Company and employees of certain offfiliates are classified as
liability awards in accordance with ASC 718 asdlrds are either to a) hon-employee directorsatf@t for the recipient to
choose net settlement for the amount of withholdéx@s dues upon vesting or b) to employees ohicegffiliates of the
Company and are therefore not deemed to be em@@febre Company. The fair value of the liabilitpssified restricted stock
units was based on the Company’s Class A commak gigice as of the reported period ending datetheadCompany
recognized stock based compensation expense ofiilliéh for the three and nine months ended Sepwr30, 2014 in general
and administrative expense and a correspondingaserto liabilities. As of September 30, 2014 Gbenpany's liabilities related
to these restricted stock units were recordedhieraturrent liabilities and other non-current liaigis of $0.1 million and $0.1
million , respectively. No compensation expense measrded for the same periods in 2013 as there n@L TIP awards
outstanding.

The following table summarizes liability classifiesktricted stock unit activity and unvested restd stock units for the nine
months ended September 30, 2014:

Weighted Average Reporting

Number of Shares Date Fair Value
Unvested at December 31, 2013 — —
Granted 122,000 $17.37
Vested — —
Forfeited — —
Unvested at September 30, 2014 122,000 $17.37

As of September 30, 2014, there was $1.9 milliotot#l unrecognized compensation cost relatededtimpany's liability
classified restricted stock units, which is expddtebe recognized over a weighted average pefiagmroximately 2.9 years.

9. Taxes
Income Taxe
The Company accounts for income taxes using tretsaaad liabilities method. Deferred tax assetsliabilities are recognized

for future tax consequences attributable to difieess between the financial statement carrying atsafrexisting assets and
liabilities and those assets and liabilities tagdsa The Company applies existing
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tax law and the tax rate that the Company expedcpply to taxable income in the years in whichsthdifferences are expected
to be recovered or settled in calculating the detetax assets and liabilities. Effects of charigeax rates on deferred tax assets
and liabilities are recognized in income in theigetof the tax rate enactment.

The Company periodically assesses whether it igniloely than not that it will generate sufficigakable income to realize its
deferred income tax assets. In making this deteatioin, the Company considers all available postind negative evidence and
makes certain assumptions. The Company considam)@other things, its deferred tax liabilitiese tiwerall business
environment, its historical earnings and lossegea industry trends, and its outlook for futuesys. The Company believes i
more likely than not that the deferred tax assétde utilized.

Prior to the Offering, the business of the Compaag not subject to U.S. federal income tax as thmgany's operations were
conducted in flow-through entities. As a resultte Offering, the Company now operates as a cotiparand is subject to U.S.
federal income taxation on our allocable sharaxdlble income from Spark HoldCo.

On the Offering date, the Company recorded a rfergel tax asset of approximately $15.6 millioratedl to the step up in tax
basis resulting from the purchase by the Compargpafk HoldCo units from NuDevco. In addition, thempany recorded a
long-term liability of $20.9 milliorto record the effect of the Tax Receivable Agredrtiahility (See Note 11 "Transactions w
Affiliates" for further discussion) and a corresgorg long-term deferred tax asset of approxima$&y) million . The payable
pursuant to the Tax Receivable Agreement and tfesree tax assets were recorded with a correspgrafifsetting debit or
credit to additional paid-in capital.

The effective U.S. federal and state income ta i@t the nine months ended September 30, 2014.493with respect to pre-
tax income attributable to the Company's stockirsldBotal income tax expense for the three and moeths ended September
30, 2014 differed from amounts computed by applyiregU.S. federal statutory tax rates to pre-taoine due primarily to state
taxes and the impact of permanent differences lestWeok and taxable income, most notably the incattndutable to
noncontrolling interest.

10. Commitments and Contingencies

From time to time, the Company may be involveceigall, tax, regulatory and other proceedings irotidénary course of
business. Management does not believe that we @adyato any litigation, claims or proceedingsttivdl have a material impa
on the Company’s condensed combined and consdlifia@ncial condition or 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 condensed combined and coasatidbalance sheets as all
affiliate activity is with parties under common ¢iant.

Accounts Receivable and Paye-Affiliates

The Company recorded current accounts receivalilex&s of $0.5 million and $6.8 million as of Sember 30, 2014 and
December 31, 2013, respectively, and current atsqayable-affiliates of $0.9 million and $0 nali as ofSeptember 30, 207
and December 31, 2013, respectively for certai@atlipillings and cost allocations for services@wmpany provided to affiliatt
and sales or purchases of natural gas and elégtniith affiliates.
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Revenues and Cost of Revel-Affiliates

Prior to Marlin’s initial public offering on July 31, 2013, the Cpamy provided natural gas to Marlin, who is a pssogg servic
provider, whereby Marlin gathered natural gas ftbsmCompany and other third parties, extracted N@hd redelivered the
processed natural gas to the Company and othdrghities. Marlin replaced energy used in procgsdue 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 condensed combined and consolidateiretats of operations,
related to Marlin’s payments to the Company folaeed energy for the three and nine months endpté®ber 30, 2013 was
$0.2 million and $ 3.0 million , respectively.

Beginning on August 1, 2013, the Marlin processiggeement was terminated and the Company and aradfitiate entered

into an agreement whereby the Company purchasedahggs from the affiliate at the tailgate of Marlin plant. Cost of
revenues-affiliates, recorded in net asset optitis@aevenues in the condensed combined and coiasedl statements of
operations for the three and nine months endede8dyatr 30, 2014 related to this agreement wererilibn and $25.0 million
respectively. The cost of revenues-affiliates rdedrin net asset optimization revenues in the ausetcombined and
consolidated statements of operations for the tangenine months ended September 30, 2013 relatbistagreement wefkb.5
million and $5.5 million , respectively. The Compaaiso purchased natural gas at a nearby thirg p&ht inlet which was then
sold to the affiliate. Revenues-affiliates, recarde net asset optimization revenues in the coreitnembined and consolidated
statements of operations for the three and ningmsa@nded September 30, 2014 related to thesevsatess3.2 million and
$10.3 million , respectively. Revenues-affiliatesorded in net asset optimization revenues fotthee and nine months ended
September 30, 2013 related to these sales wera#Hich and $4.9 million , respectively.

Additionally, the Company entered into a natura tyansportation agreement with Marlin, at Marlipipeline, whereby the
Company transports retail natural gas and payhitter 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, recorda@tail cost of revenues in the condensed comkanédconsolidated statements
of operations related to this activity, which wasrillion and less than $0.1 million for the thmenths ended September 30,
2014 and 2013, respectively and less than $0llomfor both the nine months ended for Septemife2814 and 2013 .

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 $0 million anc2.5 million
for the three months ended September 30, 2014 @I®| Pespectively, and $2.2 million and $3.0 millior the nine months
ended September 30, 2014 and 2013, respectivelghusrecorded in retail revenues-affiliate in twdensed combined and
consolidated statements of operations.

Also included in the Company’s results are cosewsenues-affiliates related to derivative instrutegrecorded in net asset
optimization revenues in the condensed combinedtandolidated statements of operations, which ism#iton and a gain of
$2.2 million for the three months ended SeptemBefB814 and 2013, respectively, and a loss of $0ll&n and a gain of $2.7
million for the nine months ended September 304281d 2013, respectively.

Cost allocations

The Company paid certain expenses on behalf difsadfs, which are reimbursed by the affiliateshie Company, including cos
that can be specifically identified and certaimedited overhead costs associated with generaldanhiatrative services,
including executive management, facilities, banlangngements, professional fees, insurance, iratiom services, human
resources and other support departments to tHei$. \WWhere costs incurred on behalf of theiat®l could not be determined
by specific identification for direct billing, thepsts were primarily allocated to the affiliateditds based on percentage of
departmental usage, wages or headcount. The totalrat direct billed and allocated to affiliates 58 million and $1.8
million for the three months ended
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September 30, 2014 and 2013, respectively, andrddlidn and $5.3 million for the nine months endgelptember 30, 2014 and
2013, respectively, which is recorded as a redndtiqyeneral and administrative expenses in the@osed combined and
consolidated 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 $0 million and less than $0.1 mitlitor the three months ended
September 30, 2014 and 2013, respectively andrillitn for both the nine months ended Septembe2824 and 2013, which
is recorded in general and administrative expemsiee condensed combined and consolidated statermfaperations. This
agreement with the affiliate was terminated in N2yt 4.

Member Distributions and Contributiol

During the nine months ended September 30, 2012618 , the Company made net capital distributtorl&/. Keith Maxwell

[l of $36.4 million and $38.1 million , respectiyeln contemplation of the Company’s initial pubbffering, the Company
entered into an agreement with an affiliate in Ap8il4 to permanently forgive all net outstandiegaunts receivable balances
from the affiliate through the Offering date. Axbkuthe accounts receivable balances from theaffihave been eliminated and
presented as a distribution to W. Keith Maxwellfdi 2014 and 2013 .

Tax Receivable Agreement

Concurrently with the closing of the Offering, tBempany entered into a Tax Receivable Agreemeit 8yitark HoldCo,
NuDevco Retail Holdings and NuDevco Retail. Thiseggnent generally provides for the payment by the@any to NuDevc
of 85% of the net cash savings, if any, in U.Sefaf] state and local income tax or franchise tax the Company actually
realizes (or is deemed to realize in certain cirstamces) in future periods as a result of (i) axyhasis increases resulting from
the purchase by the Company of Spark HoldCo urots NuDevco Retail Holdings in connection with th#ering, (ii) any tax
basis increases resulting from the exchange ofkSpaldCo units for shares of Class A common stastspant to the Exchange
Right (or resulting from an exchange of Spark Had@its for cash pursuant to the Cash Option) ancqy imputed interest
deemed to be paid by the Company as a result dfadditional tax basis arising from, any paymehées@ompany makes under
the Tax Receivable Agreement. The Company rethmbénefit of the remaining 15% of these tax savifge Note 9 "Taxes"
for further discussion of amounts recorded in catina with 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 NeD®&etail Holdings and NuDevco Retail. No TRA Paypingill be made
during 2014, and any future TRA Payments due véipect to a given taxable year are expected taiddrpDecember of the
subsequent calendar 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 applicger in which the TRA
Payment is to be made in an amount that equalsceieds 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 Distribution" is generallgfihed as the Adjusted EBITDA of Spark HoldCo floe tapplicable
period, less (i) cash interest paid by Spark Hold@ocapital expenditures of Spark HoldCo (exohesof customer
acquisition costs) and (iii) any taxes payable par& HoldCo; and

» "Total Distributions" are defined as the aggtegddistributions necessary to cause the Compargctive distributions of
cash equal to (i) the targeted quarterly distrimuthe 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 Paymmtable during the calendar year for which the T&®Aerage Ratio
is being tested.
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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 requiretidake and will not make the pro rata distributitmgs members with
respect to the deferred portion of the TRA Payméfithe TRA Coverage Ratio is satisfied in anyecalar year, the Company
will pay NuDevco the full amount of the TRA Payment

Following the five -year deferral period, the Compavill be obligated to pay any outstanding defeéf&A Payments to the
extent such deferred TRA Payments do not exceeldilesser of the Company's proportionate shaag@fegate Cash
Available for Distribution of Spark HoldCo duringé five-year deferral period or the cash distriimsi actually received by the
Company during théve -year deferral period, reduced by (ii) the suma)fthe aggregate target quarterly dividends (wHimh,
the purposes of the Tax Receivable Agreementb&ifb0.3625 per share per quarter) during the feer-geferral period, (b) the
Company's estimated taxes during the five-yearrdsdfperiod, and (c) all prior TRA Payments andifyyith respect to the
guarterly period during which the deferred TRA Pawiris otherwise paid or payable, Spark HoldCodnasasonably
determines it will have amounts necessary to cthes€ompany to receive distributions of cash etuétie target quarterly
distribution payable during that quarterly periday portion of the deferred TRA Payments not pagahle to these limitations
will no longer be payable.

12. Segment Reporting

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

The Company’s reportable business segments aikenataral gas and retail electricity. The retatural 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 secuthrgglowest price natural gas to serve retail gad,lare part of the retail natural
gas segment. The Company recorded asset optintizatienues of $45.9 million and $225.4 million @sdet optimization cost
of revenues of $46.0 million and $223.7 million fbe three and nine months ended September 30,,28%gectively, and
recorded asset optimization revenues of $54.2aniind $214.7 million and asset optimization césevenues of $54.2 million
and $217.6 million for the three and nine monthdeeinSeptember 30, 2013 , respectively, which asegmted on a net basis in
asset optimization revenues. The retail electreggment consists of electricity sales and trarsamndo residential and
commercial customers. Corporate and other consigispenses and assets of the retail natural ghsetail electricity segments
that are managed at a consolidated level suchresa@end administrative expenses.

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 opiniz revenues, (ii) net gains (losses) on deredtistruments, and (iii) net
current period cash settlements on derivativeunsénts. The Company deducts net gains (losses}rorative instruments,
excluding current period cash settlements, fronréfal gross margin calculation in order to remtwe non-cash impact of net
gains and losses on 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 inabefore income tax expense.
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Three Months Ended
September 30,

Nine Months Ended
September 30,

2014 2013 2014 2013
Reconciliation of Retail Gross Margin to Income befre taxes
Income before income tax expense $ 1,03 $ (1,58) $ 7,906 $ 12,11(
Interest and other income (40) (124 (112) (13%)
Interest expense 61¢ 597 1,15( 1,26
Operating Income 1,607 (1,120 8,94¢ 13,24:
Depreciation and amortization 4,11z 3,39( 10,32« 12,70«
General and administrative 10,63¢ 7,57 28,49 26,28¢
Less:
Net asset optimization revenue (142) 17 1,681 (2,927)
Net, Gains (losses) on derivative instruments (1,1679) 1,787 5,84 (401)
Net, Cash settlements on derivative instruments 3,03¢ (539) (9,959) (1,84%)
Retail Gross Margin $ 1461¢ $ 859 $ 50,19« $ 57,40:

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

reportable segments.

Financial data for business segments are as follmwkousands):

Three Months Ended September 30, Retail Retail Corporate Total

2014 Electricity Natural Gas and Other Eliminations Spark Retall

Total Revenues $ 51,74¢ $ 16,46¢ $ — 8 — 8 68,211

Retail cost of revenues 41,62¢ 10,23t — — 51,86:

Less:

Net asset optimization revenues — (147 — — (147

Gains (losses) on retail derivative

instruments 44% (1,609 — — (1,169

Current period settlements on non-trading

derivatives 2,90¢ 13z — — 3,03¢

Retail gross margin $ 6,765 $ 7,85 $ — % — % 14,61¢

Total Assets $ 47,677 $ 92,97: $ 20,30¢ $ (38,88¢) $ 122,07:

Retalil Retalil Corporate Total

Three Months Ended September 30, 2013 Electricity Natural Gas and Other Eliminations Spark Retall

Total revenues $ 57,01 $ 12,88 $ —  $ —  $ 69,89¢

Retail cost of revenues 52,16¢ 7,871 — — 60,04

Less:

Net asset optimization revenues — 17 — — 17

Gains (losses) on retail derivative

instruments (449 2,231 — — 1,78

Current period settlements on non-trading

derivatives 89¢ (1,435 — — (539

Retail gross margin $ 4397 $ 4,198 $ — —  $ 8,597

Total Assets $ 41,17 $ 81,40 $ 54¢ % (34,629 $ 88,49
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Retail Retail Corporate Total
Nine Months Ended September 30, 2014 Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 137,96¢ $ 102,16t $ — 3 — % 240,13«
Retail cost of revenues 114,99 77,37¢ — — 192,37:
Less:
Net asset optimization revenues — 1,681 — — 1,681
Gains (losses) on retail derivative
instruments 6,037 (290 — — 5,84
Current period settlements on non-trading
derivatives (7,585 (2,379 — — (9,959
Retail gross margin $ 24,51¢ $ 25,67F $ — 3 — 3 50,19«
Total Assets $ 47,677 % 92,97 $ 20,30¢ $ (38,88¢) % 122,07:
Retail Retail Corporate Total
Nine Months Ended September 30, 2013 Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 151,36t $ 83,31 $ — $ — $ 234,67t
Retail cost of revenues 124,13t 58,30: — — 182,44:
Less:
Net asset optimization revenues — (2,929 — — (2,929
Gains (losses) on retail derivative
instruments 32z (729) — — (4012)
Current period settlements on non-trading
derivatives (239 (1,609 — — (1,849
Retail gross margin $ 27,140 $ 30,26. $ —  $ —  $ 57,40:
Total Assets $ 41,17 $ 81,40: $ 54¢ % (34,629 $ 88,49

Significant Customers

For the three months ended September 30, 201had/éour significant customers that individuallycaanted for more than
10% of the Company'’s consolidated net asset opditioiz revenues. For the nine months ended Septe3the&014 , we had one
significant customer that individually accounted ffimore than 10% of the Company’s consolidated ssttaoptimization
revenues.

Significant Suppliers

For the three months ended September 30, 201Aad/évo significant suppliers that individually acaited for more than 10%
of the Company'’s consolidated net asset optiminagwenues cost of revenues. For the nine montfsdeBeptember 30, 2014 ,
we had one significant suppliers that individuabtcounted for more than 10% of the Company’s cicestgld net asset
optimization revenues cost of revenues.

For the three and nine months ended Septembe03@,tBe Company had one significant supplier thdividually accounted
for more than 10% of the Company’s consolidatedilretectricity retail cost of revenues.

13. Subsequent Events

On October 16, 2014, the Company entered into ehase and sale agreement for the purchase offalfmodf approximately
14,000 variable rate electricity contracts in Cartivgit for an estimated purchase price of $2.4ioml| depending on the number
of actual contracts that come on flow. The trarieaatias approved by regulatory authorities in Catinat.

On October 29, 2014, the Company entered into ehase and sale agreement for the purchase of apgarteky 4,100 fixed and
variable rate electricity contracts in Connectimutan estimated purchase price of $0.4 milliorpedeling on the number of
actual contracts that come on flow. This transadsgpending regulatory approval.
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On November 11, 2014, the Company declared a dididé $0.2404 to holders of record of our Classofnmon stock on
November 28, 2014 and payable on December 15, :
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ITEM 2. 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 unaudited
condensed combined and consolidated financial statés and the related notes thereto included elsemin this report and the audited
combined financial statements and notes theretonaadagement's discussion and analysis of finaoiatlition and results of operations as
of and for the years ended December 31, 2013 até@ #@luded in the prospectus relating to our mifpublic offering (the "Prospectus")
that was filed with the Securities and Exchange @a@sion ("SEC") on July 30, 2014. In this repadng terms “Spark Energy,” “Company,”
“we,” “us” and “our” refer collectively to (i) the combined business and assets of the retail nagaalbusiness and asset optimization
activities of Spark Energy Gas, LLC and the regdéictricity business of Spark Energy, LLC beforedbmpletion of our corporate
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 thigletion of our corporate reorganization and thedter.

Cautionary Note Regarding Forward-Looking Statemeng

This report contains forward-looking statementd #ra subject to a number of risks and uncertantieny of which are beyond
our control. These statements can be identifiethbyuse of forward-looking terminology including &m” “should,” “likely,”
“will,” “believe,” “expect,” “anticipate,” “estimag,” “continue,” “plan,” “intend,” “projects,” or dter similar words. All
statements, other than statements of historicéiriaided in this report, regarding strategy, fataperations, financial position,
estimated revenues and losses, projected costpquts, plans and objectives of management arafdfleoking statements.
Forward-looking statements appear in a numberaifgd in this report and may include statementstd@iness strategy and
prospects for growth, customer acquisition cogisgityto pay cash dividends, cash flow generaaow liquidity, availability of
terms of capital, competition and government retjuisand general economic conditions. Although whelve that the
expectations reflected in such forward-lookingestagnts are reasonable, we cannot give any assufratcaich expectations
will prove correct.

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

+ competition, an

» other factors discussed below and in “Risk Factorsgiur Prospectu

You should review the risk factors and other faztwoted throughout or incorporated by referendbismreport which could
cause our actual results to differ materially frivose contained in any forward-looking statement.

All forward-looking statements speak only as of da¢e of this report. Unless required by law, weeldiim any obligation to
publicly update or revise these statements whetharresult of new information, future events or
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otherwise. It is not possible for us to predictradks, nor can we assess the impact of all facorhe business or the extent to
which any factor, or combination of factors, maysaactual results to differ materially from thoesatained in any forward-
looking statements.

Overview

We are a growing independent retail energy serdoegpany founded in 1999 that provides resideatial commercial
customers in competitive markets across the UrStates with an alternative choice for their natgesd 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 regdaitidity companies through their existing infragtture. As of September 30,
2014, we operated in 46 utility service territoraesoss 16 states.

Customer Accounts

% Increase

(In thousands) 6/30/2014 Additions Attrition 9/30/2014 (Decrease)
Retail Electricity Customers 128 23 (18) 133 % 4
Retail Natural Gas Customers 130 68 (26) 172 32%
Total Retail Customers 258 91 (44) 305 18%

We operate these businesses in two operating seégimen

» Retail Natural Gas Segme. We purchase natural gas supply through physiwafiaancial transactions with market
counterparts and supply natural gas to resideswidlcommercial consumers pursuant to fixed-priagatble-price and
flat-rate contracts. For the nine months ended SepteBih@014, approximately 43% of our retail revenwese derive
from the sale of natural gas. We also identify velsale natural gas arbitrage opportunities in carian with our retail
procurement and hedging activities, which we rédeas asset optimization. These opportunities celude
() optimizing the unused portion of storage arhgportation assets that are allocated to us bipthéregulated utility
to support our retail load; (ii) capturing physieabitrage opportunities using short or long-teramsportation capacity;
and (iii) maximizing our credit capacity by purchasgas from affiliates and third parties and sellit at the same
location to counterparties for whom we normallyghase retail supply.

» Retail Electricity Segmel. We purchase electricity supply through physical inancial transactions with market
counterparts and 1SOs and supply electricity taleggial and commercial consumers pursuant to fpeck and
variable-price contracts. For the nine months er8lgatember 30, 2014, approximately 57% of ourIregaenues were
derived from the sale of electricity.

Spark Energy, Inc.

Spark Energy, Inc. was formed in April 2014 andydms historical financial operating results fag fhortions of the quarterly
periods covered by this report that are subsedoeht closing of the Offering on August 1, 201#4eTollowing discussion
analyzes our historical combined financial conditémd results of operations before the Offeringctvis the combined
businesses and assets of the retail natural gaselsasand asset optimization activities of Spar&rgyn Gas, LLC ("SEG") and
the retail electricity business of Spark EnergyCL{_SE") and the consolidated results of operatiamd financial condition of
Spark Energy, Inc. and its subsidiaries after tferidg. SE and SEG are the operating subsididhierigh which we have
historically operated our retail energy businessware commonly controlled by NuDevco Partners, lrfor to the Offering.

On August 1, 2014, we completed an initial pubfieng of 3,000,000 shares of our Class A commtooksat a price of $18.00
per share less underwriting discounts and comnmnissand structuring fees of $1.26 per share for
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net proceeds, before expenses, of $50.2 milliaa '@ffering"). We used the net proceeds, after egps, of the Offering to
purchase 2,997,222 limited liability company uifitee "Spark HoldCo units") of Spark HoldCo, LLGS{ark HoldCo”) and to
repay a $50,000 note payable (the “NuDevco NoteNuDevco Retail Holdings, LLC (“NuDevco Retail Hatgs”). The
2,997,222 Spark Holdco units we purchased wittptieeeeds from the Offering, together with the 2,3p&rk HoldCo units we
purchased in exchange for the NuDevco Note prithecOffering, represent a 21.82% ownership inteneSpark HoldCo.
NuDevco Retail Holdings and its subsidiary, NuDeRatail, LLC “NuDevco Retail” and together with NuDevco Retalil
Holdings, “NuDevco”) hold the remaining 78.18% bétSpark HoldCo Units. For a more complete desoripif the
transactions we and our affiliates undertook as gfahe reorganization and the Offering, see “©oape Reorganization” in our
Prospectus.

Subsequent to the Offering, Spark Energy, Inc.hslding company whose sole material assets conisgs000,000 Spark
HoldCo units and the managing membership intereSpiark Holdco. Spark HoldCo, LLC owns 100% of 8 §8EG, our
operating subsidiaries. As the managing membepaflSHoldCo, Spark Energy, Inc. is responsibleaiboperational,
management and administrative decisions relatirgptirk HoldCo’s business and consolidates the éiahresults of Spark
HoldCo and its subsidiaries.

Factors Affecting Our Results of Operations

Our Ability to Grow Our BusinessCustomer growth is a key driver of our operatidi'e attempt to grow our customer base by
offering customers competitive pricing, price cirtyaor green product offerings. We manage growttagnarket-by-market
basis by developing price curves in each of thekatarwe serve and comparing the market pricesetptice the local regulated
utility is offering. We then determine if thereas opportunity in a particular market based onataility to create a competitive
product on economic terms that satisfies our @biiity objectives. We develop marketing campaigsisig a combination of
sales channels, with an emphasis on door-to-dodkeatiag and outbound telemarketing given theirifddity and historical
effectiveness. We identify and acquire customeansuth a variety of additional sales channels, iicig our inbound customer
care call center, online marketing, email, direeilaffinity programs, direct sales, brokers andsultants. Our marketing team
continuously evaluates the effectiveness of eastoower acquisition channel and makes adjustmeruider to achieve desired
growth and profitability targets.

A key component in our ability to grow our businesmanagement of customer acquisition costs. \téengt to maintain a
disciplined approach to recovery of our customeugition costs within defined periods that we talgie and amortize over a
two year period, which is based on the expectedagedength of customer retention. We factor inrtdmvery of customer
acquisition costs in determining which markets weeeand the pricing of our products in those mistk&ccordingly, our resuli
of operations are significantly influenced by oustomer acquisition spending. For example, incetasstomer acquisition
spending in 2011 was a factor that led to incregsefitability in 2012. Our 2013 results were negealy impacted by our
strategic initiative in 2012 to reduce customerugsition spending and to optimize our customer pedwing a determination
by our owner to invest excess cash flows from etair operations in other affiliated businessesc8ithe third quarter of 2013,
we have significantly increased our customer adipiisspending and we have continued these expameditvels in 2014.

Our Ability to Manage Customer AttritiarCustomer attrition is primarily due to: (i) custer initiated switches; (ii) residential
moves and (iii) customer payment defaults. We atelour customers and offer products and pricingdoage our attrition rat
and maximize customer lifetime values. Our ratattftion during 2014 has increased primarily du¢hie high early tenure
attrition in the Southern California gas market venee have offered flat and fixed rate gas produrcgslargely unpenetrated
minimally competitive market. In addition, we exjgeiced higher than expected customer attritionigher margin long tenured
customers in the Northeast due to extreme weatitrps experienced during the 2013-2014 wintes@edSee " - Combined
and Consolidated Results of Operations" for a ndetailed discussion of our attrition rates for plegiods covered by this report.

Market Regulation and Oversig. We operate in the highly regulated natural gasedectricity retail sales industry. Regulations
may be revised or reinterpreted or new laws andlagigns may be adopted or become applicable tr osir operations. Such
changes may have a detrimental impact on our bssigither by making it more costly to operate at gtate or by forcing us to
shift our focus to other states.

Weather ConditionsWeather conditions directly influence the deméorchatural gas and electricity and affect the gsiof
energy commodities. Our hedging strategy is basdomr@casted customer energy usage, which cansudstantially as a result
of weather patterns deviating from historical naritve are particularly sensitive to this variabilitgcause of our current
substantial concentration and focus on growth énrésidential customer segment in which energyaualighly sensitive to



weather conditions that impact heating and codli@gmand. The extreme weather patterns during thg 20d 2014 winter
season caused commodity demand and prices tagigéicantly beyond industry forecasts. As a regstlile retail energy industry
generally charged higher prices to its variablegdustomers resulting in increased attrition samtl debt expense and was
subject to decreased margins on fixed-price cotstidee to unanticipated increases in volumetricatehthat had to be
purchased in the spot market at high prices.

Commaodity Price Risk and Effectiveness of our Riakagement ProgramWe hedge and procure our energy requirements
various wholesale energy markets, including botsjaal and financial markets, through short-termd lEmgterm contracts. Ot
financial results are largely dependent on theediffice between prices at which we purchase andl masgral gas and electricit
We actively manage our commodity price risk. Ounowodity risk management strategy is designed tgéedbstantially all of
our forecasted natural gas and electricity voluoresur fixed-price customer contracts as well peréion of the near-term
volumes on our variablprice customer contracts. We are required to detiue wholesale energy at various utility load zof@
electricity and various city gates for natural g&%& manage our exposure to short-term and longeorements in wholesale
energy prices by hedging using a variety of dergaihstruments. Our hedging strategy is based mmaber of variables and
estimates, including weather patterns, changesrmuodity prices, assumptions regarding attritiod elmanges in weather-
related volumetric demand, which may result indsssr gains of unhedged volumes if our estimatdsasasumptions prove
incorrect. If the market price of natural gas @u#iicity increases or decreases from the oridiedlge price, we may realize a
corresponding loss or gain.
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We are exposed to basis risk in our operations wineigommaodities we hedge are sold at differeriveligl points from the
exposure we are seeking to hedge. For examples Heglge our natural gas commodity price with Chadaasis 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 basithanddividual utility system delivery points. Tdedifferences can be
significant from time to time, particularly durirgxtreme, unforecasted cold weather conditions.|8rlyj 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 Zentrieity prices due to local congestion thatds reflected in the hub price.
We attempt to hedge basis risk where possiblehd&dging instruments are sometimes not economifealsible or available in
the smaller quantities that we require.

Because natural gas accounts for a significantquodf our retail revenues and is a key componéttiewholesale price of
electricity, our operating results are heavily irthea by price movements in natural gas. Price Wityain the natural gas market
generally exceeds volatility in most energy anceottommodity markets. Changes in market pricesdtural gas and electricity
may result from many factors that are outside afoauntrol. Please see “Risk Factors—Risks Relaid€dur Business—We are
subject to commaodity price risk” in our Prospectus.

We incur monthly ancillary service charges and cap&osts in the electricity sector. We attempéstimate such amounts but
they are difficult to estimate because they aregdthin arrears by the independent system opergt&®s") and are subject to
fluctuations based on weather and other marketittong. Many of the utilities we serve also allaattural gas transportation
and storage assets to us as a part of their caimpethoice program. We are required to fill oloehted storage capacity with
natural gas, which creates commodity supply ancepisk. Sometimes we cannot hedge the volumesiassd with these assets
because they are too small compared to the mugérlaulk transaction volumes required for tradethénwholesale market or
because it is not economically feasible to do so.

In addition to our supply costs, we incur costshsae renewable energy credits ("RECs"), ancillaryises charges, ISO fees
and, in some markets, transmission costs, whichstimate and incorporate into the pricing of oder@d contracts. To the
extent our estimates are different from actuals;osé may incur costs that we are unable to pasgjab our customers.

Seasonality.Our overall operating results fluctuate substéigt@n a seasonal basis depending on: (i) the ggabge mix of our
customer base; (ii) the relative concentrationwfammodity mix; (iii) weather conditions, whiclrekttly influence the demand
for natural gas and electricity and affect the ggiof energy commaodities; and (iv) variability itmrket prices for natural gas and
electricity. These factors can have material stearts impacts on monthly and quarterly operatinglteswhich may be
misleading when considered outside of the contegtipannual operating cycle.

Our accounts payable and accounts receivable q&cied by seasonality due to the timing differermdsieen when we pay ¢
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 natural gas or
electricity to our customers to the time we collgom our customers on accounts receivable attltiatto those supplies. This
timing difference could affect our cash flows, esply during peak cycles in the winter and summenths.

Natural gas exposes us to a high degree of seaganalur cash flows and income earned througlloatyear as a result of t
high concentration of heating load in the wintemting. We utilize a considerable amount of cash foperations and borrowing
capacity to fund working capital, which includeséntory purchases from April through October eaghryWe sell our natural
gas inventory during the months of November throMiginch of each year. We expect that the significa@isonality impacts to
our cash flows and income will continue in futueripds. For example, we generated approximately 89&w28% of our annual
Retail Gross Margin in the first and fourth
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guarter of the year ended December 31, 2013. Asuwdtr we intend to reserve a portion of our excass available for
distribution in the first and fourth quarters irder to fund our second and third quarter dividends.

Electricity consumption is typically highest duritige summer months due to cooling demand, howéieiricrease in volumes
does not typically impact our overall profitabilig the cost of electricity typically also increagethe summer months.

Asset Optimization and Certain Lc-term Contracts.We contract for term transportation capacity inreection with our asset
optimization activities which obligates us to panthnd charges to the relevant counterparty. Fof,20& are obligated to pay
demand charges for certain transportation assetgmbximately $2.6 million. Although these demaagments will decrease
over time, the related capacity agreements extenodigh 2028. Prior to 2013, we entered into severdping transactions
associated with this capacity. As a result of weatklated pipeline transportation constraints,ledging strategy for the winter
of 2012 through 2013 on one of those transactionsiving interruptible transportation resulted as$es that were recognized in
late 2012 and 2013. We have since revised oumpntikies such that this business is limited to bmckack purchase and sale
transactions, or open positions subject to oureggge net open position limits, which are not tietda period longer than two
months. Further, all additional capacity procuratsimle of a utility allocation of retail assets me approved by our risk
committee, hedges on our firm transportation olilbges are limited to two years or less and hedomhiaterruptible capacity is
prohibited.

Asset optimization opportunities primarily ariseridg the winter heating season when demand forrabgas is the highest. As
such, we expect the majority of our asset optirforngprofits to be made in the winter. Given the apnistic nature of these
activities we will experience variability in ourrgéngs from our asset optimization activities frgear to year. As these activities
are accounted for using mark-to-market accounthmgtiming of our revenue recognition may diffesrfr the actual cash
settlement.

Retail Contract Type: We offer both fixed-price contracts and variabtig contracts, which we believe enables us tcemas
overall customer lifetime value. Fixgice contracts provide consumers with price ptitacagainst increases in natural gas
electricity prices with terms of up to three yednsorporated into the calculation of our fixedges are also prevailing billing
charges, switching fees, volumetric conversionsrated other charges. Though we are advised in adwafrfuture changes in
these items through tariff filings and notices bg tocal regulated utility, changes in these charfges, rates and other charges
could occur before the termination date of ourentrfixed-price contracts. We cannot pass throbigkd additional costs to
customers on fixed-price contracts, which wouldatiegly impact projected margins on those contrabftish respect to our
variable-price contracts, we are generally ableatss through increased costs; however customersemainate these contracts
at any time if they are not satisfied with the emtrrate being charged. In addition, we may des@édo pass through the entire
cost of significant commaodity price increases giveen monthly period to avoid excessive customenmaints and attrition.

Timing of Hedge Settlement addition to the volatility described above, @aild incur volatility from quarter-to-quarter
associated with gains and losses on settled hedigisg to natural gas held in inventory if we obe to hedge the summer-
winter spread on our retail allocated storage dapdaventory is typically purchased and storeahfr April to October and
withdrawn from storage from November through Mai8imce a portion of the inventory is used to satidlivery obligations to
our fixed-price customers over the winter months hedge the associated price risk using a combmafiNYMEX and basis
derivative contracts. Any gains or losses assatith settled derivative contracts are reflectethe condensed combined and
consolidated statement of operations for the penadhich the contract settles as a component sif abrevenues.

Customer Credit Riskin many of the utility services territories whave conduct business, purchase of receivables ("POR"
programs have been established, whereby the legalated utility offers services for billing thestamer, collecting payment
from the customer and remitting payment to us. $Shiwice results in substantially all of our credik being linked to the
applicable utility and not to our end-use customehese territories. Approximately 45% and 47%of retail revenues were
derived from territories in which substantially aflour credit risk was directly linked to locabrdated utility companies as of
September 30, 2014 and December 31,
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2013, respectively, all of which had investmentigraatings as of such date. During the same peneglpaid these local
regulated utilities a weighted average discouratpgfroximately 1.0% of total revenues for custonmmedit risk. In certain of the
POR markets in which we operate, the utilitiestitheir collections exposure by retaining the &piio transfer a delinquent
account back to us for collection when collectians past due for a specified period. If our coilecefforts are unsuccessful, \
return the account to the local regulated utildy termination of service. Under these service @og, we are exposed to credit
risk related to payment for services rendered duttie time between when the customer is transfeored by the local regulate
utility and the time we return the customer to wiiity for termination of service, which is gen#lyaone to two billing periods.
We may also realize a loss on fixed-price custorimetisis scenario due to the fact that we will halready fully hedged the
customer’s expected commodity usage for the liftnefcontract. We recorded accounts receivable RQR markets of $8.6
million and $22.1 million in accounts receivabletbe condensed combined and consolidated balaeetssas of September 30,
2014 and December 31, 2013, respectively.

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 comriarcustomers, and credit screening, deposits &wubanection for non-
payment, in the case of residential customers. &@oinconditions may affect our customers’ abiliypay bills in a timely
manner, which could increase customer delinqueraidsmay lead to an increase in bad debt expense.

Our bad debt expense for the nine months ende@®@bpt 30, 2014 and 2013 was approximately 3.1%d.&% of non-POR
market retail revenues, respectively. Bad debt es@das increased in the third quarter of 2014rasudt of several factors, the
first of which is our focus on customer acquisitiorthe Southern California gas market, which ie-R©OR. A larger than
anticipated percentage of new customers in thiketdvave been terminating service between 30 ardh99 of coming on flow
which has left the Company attempting to recouptorteree months of outstanding balances from thestomers. Our ability
manage customer credit risk in this market is prilp#hrough disconnection and aggressive collectéforts. Bad debt expense
attributable to the Northeast Region has also asw&é slightly as we have experienced greater ditfién collecting higher than
normal bills from commercial customers followingetextreme weather patterns in that region durie@®i4 winter season.

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 losabme tax or franchise tax that Spark Energy, datually realizes (or is deemed
to realize in certain circumstances) in periodsratte Offering as a result of (i) any tax basg@ases resulting from the
purchase by Spark Energy, Inc. of Spark HoldCaosundm NuDevco Retail Holdings prior to or in coohen with the Offering,
(i) any tax basis increases resulting from thenaxge of Spark HoldCo units for shares of Clasgroon stock pursuant to t
exchange right set forth in the limited liabilitgrapany agreement of Spark HoldCo (or resulting feonexchange of Spark
HoldCo units for cash pursuant to the Cash Option) (i) any imputed interest deemed to be paidi$gs a result of, and
additional tax basis arising from, any paymentaweée under the Tax Receivable Agreement. In adgipayments we make
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 amepagtble under the Tax
Receivable Agreement as a liability. We will retttie benefit of the remaining 15% of these taxragi

Executive Compensation Prograr On August 1, 2014, we granted restricted stocksuniour employees, non-employee
directors, and certain employees of our affiliaté® perform services for us under our long-ternemiwe plan. The initial
restricted stock unit awards will generally vesabdy over approximately one, three or four yearsimencing May 4, 2015 and
will include tandem dividend equivalent rights tkali vest upon the same schedule as the underhgagicted stock unit.
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Financing. The total amounts outstanding under our Seventkerlad Credit Agreement as of December 31, 201 3iatiicthe
Offering included amounts used to fund equity disitions to our common control owner to fund opera of an affiliated
company. As such, historical borrowings under care®ith Amended Credit Agreement may not providecmurate indication
of what we need to operate our natural gas andrieiec business. Concurrently with the closingtioé Offering, we entered into
a new $70.0 million Senior Credit Facility. At thiwsing of the Offering, $10.0 million was usedépay in full the outstanding
indebtedness under the Seventh Amended Credit Agnetethat SEG and SE agreed to be responsiblaifeu@nt to an
interborrower agreement between SEG, SE and diagfiThe remainder of indebtedness outstandimgutihe Seventh
Amended Credit Agreement was paid off by our affdiwith its own funds concurrently at the closifighe Offering pursuant-
the terms of the interborrower agreement. Follovimg repayment, the Seventh Amended Credit Agreémas terminated.

Combined and Consolidated Results of Operations

Our results of operations are significantly inflaed by our customer acquisition spending, althahghimpact of increasing or
reducing our customer counts on our results ofatpmrs may not occur until several months aftersthié in strategy. Similarly,
the negative impact on our results of operatiore stift in strategy to decrease customer acqumsitwill occur over time as
natural customer attrition occurs.

In 2011, we invested approximately $24 million howing and maintaining our customer base. The esiparwas successful in
expanding our customer base by approximately 63%28y000 customers, net of attrition, in 2011. 012, our owner made the
determination to invest excess cash flows fromaparations in other affiliated businesses. As altewe significantly reduced
our customer acquisition costs, including completi$continuing some marketing channels, and fatose efforts on
integrating and optimizing our existing expandedgtomer base. In addition, we took steps to decreaisgeneral and
administrative expenses through implementatiorysfesn improvements and reduced head count to caaatere efficient
scalable platform.

In 2013, we evaluated our customer base througmeeigtion and optimization strategies which resulereduced customer
count as certain underperforming segments expeaxithigher attrition levels. This segmentation amdtesponding customer
attrition, coupled with a decreased focus on lomargin commercial customers in 2013, resultedelooverall sales volumes
and Adjusted EBITDA in our retail segments in 2003 increased gross margin per unit sold. Recagmihe growth
opportunities in the retail energy space, beginiingust 2013, we increased our customer acquissjg@mnding and reactivated
certain marketing channels. By the end of 2013haagrown the customer base by 8% from the lowtpoiAugust of

2013. This growth trajectory has increased thraheghthird quarter of 2014 resulting in an increasapproximately 56% in our
customer base as of September 30, 2014 from Awd @€l 3.

During the third quarter of 2014, we spent $8.7iarilon customer acquisition costs. Approximately0®0 new customers cal
on flow during the quarter offset by attrition &,800 customers, which reflects a net increaseiircostomer base of 18%
during the third quarter. This increased custorsgquisition spending reduced Adjusted EBITDA as carafd to the same period
in 2013, where only $2.2 million was spent on costpacquisition. Our average cost per customerdraained relatively
consistent since we restarted our marketing efforfugust 2013.

Starting in the second quarter of 2014 we furtlveekerated our growth by exploiting a market opmaityy to acquire carbon
neutral gas customers in Southern California. Altdig we were successful in our acquisition of augtis, the campaign has
faced challenges that have negatively impactedion quarter results. These impacts include lotiven expected consumption
and higher than estimated customer attrition amddedot expense. Our estimates of consumption waesedoon utility averages;
however the actual customers acquired in this mavkee smaller than average and had significanthel usage profiles.

We attribute our high customer attrition rateshie Southern California gas market to confusionlaokl of awareness by
consumers in an early stage competitive marketishelso a “dual bill” market for which customeeseive two bills, one from
the local distribution utility for delivery and orfiem the retail energy provider for the produdte$e factors were exacerbate:
the lack of an immediate savings from the utiliticp as the products that we are offering givegosi@bility rather than an
immediate savings claim. As a result, our attriiothe Southern California gas market average#ldring the quarter ended
September 30, 2014, driven by our rapid growtheautly tenure attrition.

Our bad debt expense in the Southern Californianga&et grew substantially in the third quarteratoaverage of 25% of the
revenue attributable to this market, or $0.8 milliduring the third quarter. This market is a n@RPmarket, and our bad debt
expense there is heavily impacted by early stagomer attrition rates. A portion of our new gastomers in California have
been terminating service after 30 to 90 days ofisemwhich has left the Company attempting to rgcone to three months of



outstanding balances from these customers. We phacg significant reliance on disconnection to nganaur credit risk which
heightens risk of increased bad debt expense.

We began aggressively responding to these issube iBouthern California gas market early in thtquarter by reducing
customer acquisition spending in this market, regiamour products, renegotiating our compensatinrcgire with our primary
vendor, increasing our efforts to educate the veadd the customer as well as more aggressivetimteamd collection
initiatives, all with the goal of improving the aa#l economics for this market. We have also sHifteore of our customer
acquisition focus to opportunities in our Northeglsctricity markets where we believe we can adfeompetitive savings claim
given current utility and competitive pricing.

Our average monthly customer attrition rate intthedl quarter was 5.4% which reflects an increasmf5.1% in the prior
quarter. We attribute this increase to: (i) higiels of early tenure attrition in the Southern @aiiia gas market discussed
above, and (i) increased attrition in the Northdallowing last winter's extreme weather patteamsl associated high bills,
particularly for long-tenured commercial customdms.combat the loss of these customers, we aredsirg our marketing
efforts on the small commercial segment.

The retail energy industry suffered higher suppists in the first quarter of 2014 due to capadadiystraints resulting from the
extreme weather conditions in the Northeast in plegitod. These increases are reflected in oud iexiai of revenues for both the
first quarter of 2014 and for the nine month peroded September 30, 2014.
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The Company continues the implementation of ousaurtced customer information system and have neidrapproximately
68% of our customers onto the new system as oeSemr 30, 2014. We experienced delays in the nigraf the ERCOT and
ComEd electric markets, which are two of our latgearkets. Delays in the implementation as webther issues encountered
during the process have caused the us to incugased general and administrative expense, inclusidgiebt expense. We h
has identified the key issues and are working ¢tifygeand remediate the issues. See “Risk FactesksRRelated to our Business-
We depend on the accuracy of data in our billingiesys. Inaccurate data could have a negative ingpaatir results of
operations, financial condition, cash flows andutagion with customers and/or regulators”, and KRactors-Risks Related to
our Business-Information management systems caolkpunreliable,” and "Risk Factors-Risks Relatedur BusinesiVe rely
on a third party vendor for our customer billinglaransactions platform which exposes us to thandypperformance risk,” in

our Prospectus.

Three Months Ended September 30, 2014 Comparedré® Months Ended September 30, 2013

Three Months Ended

In Thousands September 30,
2014 2013 Change

Revenues:

Retail revenues $ 6835 $ 69,88 $ (1,529

Net asset optimization revenues (147 17 (15€)
Total Revenues 68,21" 69,89¢ (1,682)
Operating Expenses:

Retail cost of revenues 51,86 60,04 (8,179

General and administrative 10,63¢ 7,57 3,057

Depreciation and amortization 4,11: 3,39( 728

Total Operating Expenses 66,61( 71,00¢ (4,399

Operating income 1,607 (1,110 2,717

Other (expense)/income:

Interest expense (615) (597 (18)
Interest and other income 40 124 (84)

Total other (expenses)/income (575 (473 (102)
Income before income tax expense 1,032 (1,589 2,61¢

Income tax expense 613 14 59¢
Net income (loss) $ 41¢ $ (1,597 $ 2,01¢
Adjusted EBITDA®™ $ (4400 $ (1,459 $ (2,949
Retail Gross Margit” 14,61¢ 8,592 6,027
Customer Acquisition Costs 8,69¢ 2,24¢ 6,452
Customer Attrition 5.4% 3.4% 2.0%

® Adjusted EBITDA and Retail Gross Margin are non-GAfinancial measures. See "-How We Evaluate Our&ipes” for a
reconciliation of Adjusted EBITDA and Retail Gragsrgin to their most directly comparable finansiaasures presented in
accordance with GAAP.

Total RevenuesTotal revenues for the three months ended SepteBih014 were approximately $68.2 million , ardese of
approximately $1.7 million , or 2% , from approxitaly $69.9 million for the three months ended Seytiter 30, 2013 . This
decrease was primarily due to a decrease in custesies volumes, which were lower primarily duéhte strategic shift of the
concentration of our marketing efforts from comniercustomers to residential customers, as wethasmaller than average
usage profiles of our Southern California gas ausis, which resulted in a decrease of approxim&@¥ million. This decrea
was offset by an increase of $7.9 million

38




Table of Contents

due to overall higher pricing across both commeditivhich includes expanded pricing on our Soutlaiifornia gas market,
well as other price increases, in part to captucesiased supply costs.

Retail Cost of Revenu. Total retail cost of revenues for the three memhded September 30, 2014 was approximately $51.9
million , a decrease of approximately $8.1 million,14%, from approximately $60.0 million for thee¢e months ended
September 30, 2013 . This decrease was primaréytallower customer sales volumes for the thirdtguaf 2014 due to the
strategic shift of the concentration from commércisstomers to residential customers, as well asthaller than average usage
profiles of our Southern California gas customessich resulted in a decrease of total retail céseeenues of $8.3 million, as
well as a decrease of $0.6 million due to

a change in the value of our retail derivative fodid used for hedging. This decrease was offsedrbyncrease of approximately
$0.8 million due to increased supply costs.

General and Administrative Expens@&eneral and administrative expense for the thmeeths ended September 30, 2014 was
approximately $10.6 million, an increase of appneaiely $3.0 million, or 39%, as compared to $7.Bioni for the three months
ended September 30, 2013 . This increase is plintre to an increase in bad debt expense of appadely $1.2 million,
increased costs associated with being a public aagn@mnd increased billing and other variable cass®ciated with increased
customers.

Depreciation and Amortization Exper. Depreciation and amortization expense for theghmonths ended September 30, 2014
was approximately $4.1 million , an increase ofragjpnately $0.7 million , or 21% , from approximbst&3.4 million for the

three months ended September 30, 2013 . This semas primarily due to the increased amortizagigpense associated with
our increased customer acquisition cost.

Customer Acquisition CostCustomer acquisition cost for the three montldedrSeptember 30, 2014 was approximately $8.7
million, an increase of approximately $6.5 millisom approximately $2.2 million for the three mont#nded September 30,
2013 . This increase was primarily due to our iasesl marketing efforts to grow our customer baseagpily in the Southwest
Region gas market, where we spent approximatey igilion.
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Nine Months Ended September 30, 2014 Comparedch® Months Ended September 30, 2

Nine Months Ended

In Thousands September 30,
2014 2013 Change

Revenues:

Retail revenues $ 23845 $ 237,59 $ 85¢E

Net asset optimization revenues 1,681 (2,927 4,60z
Total Revenues 240,13« 234,67t 5,45¢
Operating Expenses:

Retail cost of revenues 192,37: 182,44 9,93(

General and administrative 28,49¢ 26,28¢ 2,20t

Depreciation and amortization 10,32« 12,70« (2,380

Total Operating Expenses 231,18¢ 221,43 9,75k

Operating income 8,94t 13,24 (4,297)

Other (expense)/income:

Interest expense (1,150 (1,267 117
Interest and other income 111 13t (24)

Total other (expenses)/income (1,039 (1,137 93
Income before income tax expense 7,90¢ 12,11( (4,209

Income tax expense 777 42 73t
Net income $ 7,12¢ $  12,06¢ $ (4,939
Adjusted EBITDA®Y $ 6,366 $  22,80¢ $ (16,439
Retail Gross Margift’ 50,19: 57,40: (7,20%)
Customer Acquisition Costs 20,36¢ 3,112 17,25¢
Customer Attrition 4.9% 3.7% 1.2%

® Adjusted EBITDA and Retail Gross Margin are non-GAfinancial measures. See "-How We Evaluate Our&jpes” 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 nine months ended SepteBhet014 were approximately $240.1 million , acr@ase
of approximately $5.4 million , or 2% , from appnmately $234.7 million for the nine months endegt®mber 30, 2013 . This
increase was primarily due to overall higher cugtopricing across both commaodities, in part dumt¢oeased supply costs,
which resulted in an increase in total revenue®38f1 million, as well as a $4.6 million increasenet asset optimization
revenues. This increase was offset by a decrea&@2a? million due to customer sales volumes wihiehe lower, primarily due
to the strategic shift of the concentration of marketing efforts from commercial customers todestial customers.

Net Asset Optimization Reveni. Net asset optimization revenues for the nine hmoahded September 30, 2014 were
approximately $1.7 million , an increase of appnaiely $4.6 million , or 159% , from $(2.9) million the same period in the
prior year. This increase was primarily due to ptglsgas arbitrage opportunities in the Northelagt arose due to extreme
winter weather conditions in 2014 and losses wegeized in 2013 from a hedge strategy involvingfiniptible transportation
that did not repeat in 2014.

Retail Cost of Revenu. Total retail cost of revenues for the nine morghded September 30, 2014 was approximately $192.4
million , an increase of approximately $10.0 miflipor 5% , from approximately $182.4 million ftwetnine months ended
September 30, 2013This increase was primarily due to increased lyuppsts arising from capacity constraints from éxéreme
weather conditions in the Northeast during the fitsarter of 2014, which resulted in an increasw@l retail cost of revenues
$33.5 million, as well as an increase of $1.8 wiilldue to a change in the value of our retail deirre portfolio used for hedgir
This increase was offset by a

40




Table of Contents

decrease of $25.4 million due to customer salesme$ which were lower, primarily due to the stratefift of the
concentration of our marketing efforts from comniercustomers to residential customers.

General and Administrative Expens@eneral and administrative expense for the nioeths ended September 30, 2014 was
approximately $28.5 million , an increase of apprately $2.2 million , or 8% , as compared to $2i8ion for the nine
months ended September 30, 2013 . This incregaémarily due to increased bad debt expense, isekaosts associated with
being a public company, and increased billing ahéovariable costs associated with increased mest

Depreciation and Amortization Exper. Depreciation and amortization expense for the mionths ended September 30, 2014
was approximately $10.3 million , a decrease ofaximately $2.4 million , or 19% , from approximt&12.7 million for the
nine months ended September 30, 2013 . This dexveas primarily due to the depreciation of certfiware assets that were
fully depreciated in 2013.

Customer Acquisition CostCustomer acquisition cost for the nine monthsedrBeptember 30, 2014 was approximately $20.4
million , an increase of approximately $17.3 mitlisom approximately $3.1 million for the nine mbatended September 30,
2013 . This increase was due to our increased ragkefforts to grow our customer base beginninthaensecond half of 2013
and continuing during 2014 primarily in the Soutlst@egion gas market, where we spent approxim&tey0 million for the
nine months ended September 30, 2014.

Operating Segment Results

Three Months Nine Months
Ended September 30, Ended September 30,
2014 2013 2014 2013

(in millions, except per unit operating data)
Retail Natural Gas Segment

Total Revenues $ 165 $ 12¢ 3 1022 $ 83.2
Retail Cost of Revenues 10.2 7.9 77.4 58.2
Less: Net Asset Optimization Revenues (0.3 — 1.7 (2.9
Less: Net Gains (Losses) on non-trading derivatines

of cash settlements (2.9 0.8 (2.€) (2.9)
Retail Gross Margin—Gas 7.6 4.2 25.7 30.2
Retail Gross Margin— Gas per MMBtu $ 441 $ 211 $ 236 $ 2.59
Retail Electricity Segment

Total Revenues $ 51.7 $ 57.C $ 138.C % 151.¢
Retail Cost of Revenues 41.¢ 52.2 115.( 124.]
Less: Net Gains (Losses) on non-trading derivatines

of cash settlements 3.2 0.4 (2.5 0.2
Retail Gross Margin—Electricity 6.€ 4.4 24.t 27.1
Retail Gross Margin—Electricity per MWh $ 15.12 $ 843 $ 2041 3 18.66

Three Months Ended September 30, 2014 Comparedré® Months Ended September 30, 2013
Retail Natural Gas Segme

Retail revenues for the Retail Natural Gas Segriwerihe three months ended September 30, 2014 apgneximately $16.5
million, an increase of approximately $3.6 milliar,28%, from approximately $12.9 million for tHee¢e months ended
September 30, 2013. This increase was due to egdagmiting in our Southern California market, adlag other price increas
in part to capture increased supply costs whichltex$ in an increase in total revenues of $5.1iomll This increase was offset
a decrease of $1.3 million due to lower customirsseolumes.

Retail cost of revenues for the Retail Natural Gagment for the three months ended September 3@,28s approximately
$10.2 million, an increase of approximately $2.8iom, or 29%, from approximately $7.9 million ftie three months ended



September 30, 2013. This increase was due to ajeharthe value of our retail derivative portfolieed for hedging, which
resulted in an increase of $2.3 million, as welireseased supply costs, which resulted in an asgef $1.0 million. This
increase was offset by a decrease of retail cogtveinues of $0.9 million due to lower customeesaolumes.

Retail gross margin for the Retail Natural Gas Segnfor the three months ended September 30, 2@%4approximately $7.9
million, an increase of approximately $3.7 milliar,88%, from approximately $4.2 million for the¢le months ended
September 30, 2013, as indicated in the table b&towillions).

Decrease in volumes sold $ (0.9
Increase in unit margin per MMBtu 4.1
Increase in retail natural gas segment retail gnoag)in $ 3.7

The volumes of natural gas sold decreased froni71398 MMBtu during the three months September 82320 1,779,610
MMBtu during the three months ended September @04 2lue to the shift in our customer base to loveérme, higher margin
residential gas users, primarily in the Southwesgjién.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe three months ended September 30, 2014 apgneximately $51.7
million, a decrease of approximately $5.3 million 9%, from approximately $57.0 million for the éermonths ended Septerr
30, 2013. This decrease was primarily due to lasustomer sales volumes, which resulted in a deerea$8.1 million. This
decrease was offset by an increase of retail reseafi$2.8 million due to higher customer pricing.

Retail cost of revenues for the Retail Electri@ggment for the three months ended September 38,\28s approximately
$41.6 million, a decrease of approximately $10.Bioni, or 20%, from approximately $52.2 million fdre three months ended
September 30, 2013. This decrease was primarilyalever customer sales volumes, which resulteal decrease in retail cost
of revenues of $7.4 million, as well as a decreds$2.9 million due to a change in the value of miail derivative portfolio use
for hedging and a decrease of $0.2 million due@togased commodity prices. Additionally, includedhe 2013 results, there i
one-time $1.9 million tax settlement paid to théy@if New York.

Retail gross margin for the Retail Electricity Segrnfor the three months ended September 30, 2@%4approximately $6.8
million, an increase of approximately $2.4 milliar,55%, from approximately $4.4 million for the¢le months ended
September 30, 2013, as indicated in the table b&towillions).

Decrease in volumes sold $ (0.6
Increase in unit margin per MWh 3.C
Increase in retail electricity segment retail grossgin $ 2.4

The volumes of electricity sold decreased from 321,MWh during the three months ended Septembe2(BI(B to 447,729
MWh during the three months ended September 364,3f¥imarily due to the strategic shift of the centation of our marketir
efforts from commercial to residential customersvali as more focus on natural gas customer acwrisi
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Nine Months Ended September 30, 2014 Comparee tditte Months Ended September 30, z
Retail Natural Gas Segme

Retail revenues for the Retail Natural Gas Segriwgrihe nine months ended September 30, 2014 vpgr@@imately

$102.2 million, an increase of approximately $1@ifion, or 23%, from approximately $83.3 millionrfthe nine months ended
September 30, 2013. This increase was primarilytoirggher customer pricing implemented in partdpture increased supply
costs, which resulted in an increase of $20.1 omjlas well as an increase of $4.6 million dueetbasset optimization revenue.
This increase was offset by a decrease of $5.8mitlue to decreased customer sales volumes.

Retail cost of revenues for the Retail Natural Gagment for the nine months ended September 3@,\28de approximately
$77.4 million, an increase of approximately $19illiom, or 33%, from approximately $58.3 millionrfthe nine months ended
September 30, 2013. This increase was primarilytourgcreased supply costs resulting from the ex¢reveather conditions
experienced across the United States, which resuitan increase of $22.6 million, as well as 2%0illion increase due to a
change in the value of our retail derivative pditfaised for hedging. This increase was offset 38 million decrease due to
decreased customer sales volumes.

Retail gross margin for the Retail Natural Gas Sagrfor the nine months ended September 30, 20%4pproximately $25.7
million, a decrease of approximately $4.6 million,15%, from approximately $30.3 million for theneimonths ended
September 30, 2013, as indicated in the table b&towillions).

Decrease in unit margin per MMBtu $ (2.5)
Decrease in volumes sold (2.2
Decrease in retail natural gas segment retail gnasgin $ (4.€)

The volumes of natural gas sold decreased fron841829 MMBtu during the nine months ended Septer8beP013 to
10,892,362 MMBtu during the nine months ended Seper 30, 2014. This decrease was primarily dubdcshift in our
customer base to lower volume, higher margin residlegas users, primarily in the Southwest Region.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe nine months ended September 30, 2014 vpgn@ximately

$138.0 million, a decrease of approximately $13ilan, or 9%, from approximately $151.4 millionrfthe nine months ended
September 30, 2013. This decrease was primarilyallmver customer sales volumes, which resulteal diecrease of $26.4
million. This decrease was offset by an increasetil revenues of $13.0 million due to highertouger pricing implemented in
part to capture increased supply costs.

Retail cost of revenues for the Retail Electri@ggment for the nine months ended September 3@,\28de approximately
$115.0 million, a decrease of approximately $9.llioni, or 7%, from approximately $124.1 million fdre nine months ended
September 30, 2013. This decrease was primarilytalever customer sales volumes, which resulteal decrease of
approximately $21.6 million. This decrease waseiffsy increased supply costs resulting from theeex¢ weather conditions
experienced across the United States, which resuitan increase in retail cost of revenues of $fillion, as well as a $1.6
million increase due to a change in the value ofretail derivative portfolio used for hedging.

Retail gross margin for the Retail Electricity Sesgrfor the nine months ended September 30, 2054aparoximately $24.5
million, a decrease of approximately $2.6 million,10%, as compared to $27.1 million for the nirenths ended September 30,
2013, as indicated in the table below (in millians)

42




Table of Contents

Increase in unit margin per MWh $ 2.1
Decrease in volumes sold (4.7
Decrease in retail electricity segment retail gmssgin $ (2.6

The volumes of electricity sold decreased from 4,855 MWh during the nine months ended Septembe2@®1B to 1,201,345
MWh during the nine months ended September 30,.2ZD1i4 decrease was primarily due to a decreasrdfon higher volume
but lower margin commercial customers.

How We Evaluate Our Operations

Three Months Nine Months
Ended September 30, Ended September 30,
(in thousands) 2014 2013 2014 2013
Adjusted EBITDA $ (4,402 $ (1,45¢ $ 6,36¢ $ 22,80¢
Retail Gross Margin 14,61¢ 8,59: 50,19 57,40:

Adjusted EBITD/ We define “Adjusted EBITDA” as EBITDA less (i) stomer acquisition costs incurred in the curremiogle
(i) net gain (loss) on derivative instruments, diiiji net current period cash settlements on ddixe instruments, plus (iv) non-
cash compensation expense and (v) otheraash-operating items. EBITDA is defined as netiinedefore provision for incon
taxes, interest expense and depreciation and aatoti. We deduct all current period customer aitiain costs in the Adjusted
EBITDA calculation because such costs reflect & caglay in the year in which they are incurrecgrethough we capitalize
such costs and amortize them over two years inrdance with our accounting policies. The deductibourrent period
customer acquisition costs is consistent with hawwanage our business, but the comparability ofigtdpl EBITDA between
periods may be affected by varying levels of cugioatquisition costs. We deduct our net gains €lg)ssn derivative
instruments, excluding current period cash settlesdrom the Adjusted EBITDA calculation in orderremove the non-cash
impact of net gains and losses on derivative ins¢nts. We also deduct non-cash compensation expsreseesult of restricted
stock units that were issued under our long-temantive plan subsequent to the close of the Offerin

We believe that the presentation of Adjusted EBITrAvides information useful to investors in assegsur liquidity and
financial condition and results of operations amat Adjusted EBITDA is also useful to investorsadgancial indicator of a
company'’s ability to incur and service debt, payidiinds and fund capital expenditures. AdjustedTER\ is a supplemental
financial measure that management and externad o$@ur condensed combined and consolidated fiabstatements, such as
industry analysts, investors, commercial banksratidg agencies, use to assess the following, arotivey measures:

* our operating performance as compared to otheligly traded companies in the retail energy indysvithout regard to
financing methods, capital structure or historwadt basis;

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

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

Retail Gross Margin We define retail gross margin as operating incpius (i) depreciation and amortization expenses and
(ii) general and administrative expenses, lessdiiasset optimization revenues, (ii) net gainss@g) on derivative instruments,
and (iii) net current period cash settlements aivdBve instruments. Retail gross margin is inedds a supplemental disclos
because it is a primary performance measure usedtynanagement to determine the performance ofetait natural gas and
electricity business by removing the impacts of @sset optimization activities and net non-cashnme (loss) impact of our
economic hedging activities. As an indicator of meteil energy business’ operating performanceajlrgtoss margin should not
be considered an alternative to, or more meanirigéul, operating income, its most directly complréibancial measure
calculated and presented in accordance with GAAP.
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The GAAP measures most directly comparable to Adfl&EBITDA are net income and net cash providedgsrating activities
The GAAP measure most directly comparable to R&eiks Margin is operating income. Our non-GAARficial measures of
Adjusted EBITDA and Retail Gross Margin should hetconsidered as alternatives to net income, 1sét g@vided by operatil
activities, or operating income. Adjusted EBITDAdaRetail Gross Margin are not presentations mad@eadaordance with GAAP
and have important limitations as analytical todlsu should not consider Adjusted EBITDA or Retarbss Margin in isolation
or as a substitute for analysis of our resultepsnted under GAAP. Because Adjusted EBITDA andiR€tross Margin excluc
some, but not all, items that affect net income retdcash provided by operating activities, anddafaned differently by
different companies in our industry, our definitiohAdjusted EBITDA and Retail Gross Margin may betcomparable to
similarly titted measures of other 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 income (loss) for each of gegiods indicated.

Three Months Ended Nine Months Ended September
September 30, 30,

(in thousands) 2014 2013 2014 2013

Reconciliation of Adjusted EBITDA to Net Income (LcsSs):

Net Income (Loss) $ 41¢ $ (159) $ 7,12¢ $  12,06¢
Depreciation and amortization 4,11z 3,39( 10,32« 12,70
Interest Expense 61¢ 597 1,15( 1,267
Income Tax Expense 61z 14 171 42

EBITDA 5,76( 2,40 19,38( 26,08:
Less:

Net, Gains (losses) on derivative instruments

(1,17¢) 2,682 262 2,04(
Net, Cash settlements on derivative instruments

3,004 (1,06¢) (7,25%) (1,87¢)
Customer acquisition costs 8,69¢ 2,24¢ 20,36¢ 3,112
Plus:
Non-cash compensation expense $ 36z $ — 36z % —

Adjusted EBITDA

&+

(4402 $ (1459 $ 6,366 $ 22,80t
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The following table presents a reconciliation ofidgled EBITDA to net cash provided by (used in)rafiag activities for each
of the periods indicated.

Three Months Ended Nine Months Ended September
September 30, 30,
(in thousands) 2014 2013 2014 2013
Reconciliation of Adjusted EBITDA to net cash provided by (used
in) operating activities:
Net cash provided by (used in) operating activities $ (13,69) $ (3,799 $ 1196t $ 33,77t
Amortization and write off of deferred financingsts (35%) (270 (580 (507)
Allowance for doubtful accounts and bad debt expens (1,94¢) (540) (3,979) (1,62¢)
Interest expense 61¢ 597 1,15( 1,267
Income tax expense 61z 14 171 42
Changes in operating working capital
Accounts receivable, prepaids, current assets 2,50¢ (12,06¢) (12,399 (27,03¢)
Inventory 5,64¢ 2,85¢ 5,33¢ 2,051
Accounts payable and accrued liabilities 1,277 11,64 5,03¢ 14,30¢
Other 93¢ 98 (1,957 524
Adjusted EBITDA $ (440) $ (145 $ 6,36¢ $ 22,80¢

The following table presents a reconciliation ot&leGross Margin to operating income (loss) focleaf the periods indicated.

Three Months Ended Nine Months Ended September
September 30, 30,

(in thousands) 2014 2013 2014 2013

Reconciliation of Retail Gross Margin to Operatingincome

(Loss):

Operating Income (loss) $ 1,607 $ (1,110 $ 8,94t $ 13,24
Depreciation and amortization 4,11z 3,39( 10,32¢ 12,70«
General and administrative 10,63 7,57 28,49: 26,28¢
Less:

Net asset optimization revenue (142) 17 1,681 (2,927)
Net, Gains (losses) on derivative instruments (1,169 1,78 5,84 (407)
Net, Cash settlements on derivative instruments 3,03¢ (539) (9,959) (1,84%)
Retail Gross Margin $ 1461¢ $ 8592 $ 50,194 $ 57,40

Liguidity and Capital Resources

Our liquidity requirements arise primarily from oneitural gas inventory purchases during April tigto®ctober, our customer
acquisition costs and our general working capi¢ads for ongoing operations. Our credit facilityrbwings are subject to
material variations on a seasonal basis due tortiieg of commodity purchases to satisfy requiratlnal gas inventory
purchases and to meet customer demands duringlperigpeak usage. Moreover, estimating our liguicguirements is highly
dependent on then-current market conditions, inetuébrward prices for natural gas and electriciyd market volatility.

Historically, our sources of liquidity have inclutleash generated from operations, equity invessrignbur owner and
borrowings under credit arrangements. We expecbogoing sources of liquidity to include cash gated from operations and
available borrowings under the new Senior CrediilFa executed in connection with the Offering. Welieve that cash
generated from these sources will be sufficiersiuistain operations, to
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finance anticipated expansion plans and growthainies, and to pay quarterly cash dividends oncaistanding Class A
common stock. However, in the event our liquidgyrisufficient, we may be required to limit our sding on future growth or
other business opportunities or to rely on extefinahcing sources, including additional commerbi@hk borrowings and the
issuance of debt and equity securities, to fundgoowth.

As of September 30, 2014 , we have spent approzlyjn$20.4 million on customer acquisition costs amdexpect to spend an
additional $5.0 to $7.0 million in the fourth quarrbf 2014. The actual amount of customer acqaisitosts may fluctuate based
actual market opportunities and the correspondiagketing and vendor costs we incur. Our 2014 buihghides approximately
$1.7 million for capital expenditures related téomation systems improvements, of which $1.2 wrilis specifically related to
the implementation of our outsourced customer médron system.

Based upon our current plans, level of operationstausiness conditions, we believe that our cadhamd, cash generated from
operations, and available borrowings under Spailkl€@s new Senior Credit Facility will be sufficieto meet our capital
requirements and working capital needs for thesieeable future.

The following table details our total liquidity asthe period presented:

Period Ended

(% in millions) 9/30/2014

Cash and cash equivalents 2,48:
Senior Credit Facility Availability” 37,86
Total Liquidity 40,34¢

WSubject to Senior Credit Facility borrowing basstrietions.

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 safficient to cover the estimated taxes payabladythe targeted quarterly
dividend we intend to pay to holders of our Classonmon stock, and payments under the Tax Receivedrleement we have
entered into with Spark HoldCo, NuDevco Retail Hiogis and NuDevco Retail.

We intend to pay a regular quarterly dividend on®©lass A common stock at a targeted rate of $& 382 share, or
approximately $4.4 million on an annual basis. Nad&nds on our Class A common stock will accruarirears. Our ability to
pay dividends will depend on many factors, inclgdine performance of our business in the futurerasttictions under our ne
Senior Credit Facility. In order to pay these dands to holders of our Class A common stock, weetihat Spark HoldCo will
be required to distribute approximately $27.6 miilion an annualized basis to holders of Spark Hola@ts. If our business
does not generate enough cash for Spark HoldCake such distributions, we may have to borrow tpqa dividend. If our
business generates cash in excess of the amognteedkto pay an annual dividend of $1.45 per sb&f@ass A common stock,
we currently expect to reinvest any such exceds ftas's in our business and not increase the igins payable to holders of
our Class A common stock. However, our future divid policy is within the discretion of our boarddifectors and will depend
upon various factors, including the results of operations, our financial condition, capital requients and investment
opportunities. On November 11, 2014, the CompaByard of Directors declared a quarterly dividendtfe third quarter
prorated from the closing date of the Offering (Asgl, 2014) through September 30, 2014 to holofetise Class A common
stock of record on the 8@ay following the third quarter. This dividend wilé paid on December 15, 2014 to holders of record
on November 28, 2014.

In addition, in the future, we expect to make pagtag@ursuant to the Tax Receivable Agreement tieahave entered into with
NuDevco Retail Holdings, NuDevco Retail and Spadtd€o in connection with the Offering. Except irsea where we elect
terminate the Tax Receivable Agreement early, #reReceivable Agreement is terminated early dweeitain mergers or other
changes of control or we have available cash hiuiofanake payments when due, generally we may éegefer payments due
under the Tax Receivable Agreement if we do
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not have available cash to satisfy our paymengabbns under the Tax Receivable Agreement orrifcontractual obligations
limit our ability to make these payments. Any sdeffierred payments under the Tax Receivable Agreegeserally will accrue
interest. If we were to defer substantial payméatigations under the Tax Receivable Agreement oarggoing basis, the accrt
of those obligations would reduce the availabititycash for other purposes but we would not beipitad from paying
dividends on our Class A common stock. See “Risitdfa—Risks Related to the Offering and our ClagSsofnmon Stock-We
will be required to make payments under the TaxeReble Agreement for certain tax benefits we maint, and the amounts
such payments could be significant,” “Risk FactoRisks Related to the Offering and our Class A comsstock—In certain
cases, payments under the Tax Receivable Agreemanbe accelerated and/or significantly exceedhtiteal benefits, if any,
we realize in respect of the tax attributes sulijethe Tax Receivable Agreement” and “Certain Ratships and Related Party
Transactions—Tax Receivable Agreement” in our ReoB[s.

The Company has entered into two purchase agreenme@ctober 2014 for the purchase of an aggregfaipproximately
18,100 customer contracts in Connecticut for d ttimated purchase price of approximately $218ani We intend to fund
these acquisitions through cash flow from operatiammd drawings on the Senior Credit Facility.

Cash Flows

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

Nine Months
Ended September 30,
2014 2013 Change
Net cash provided by (used in) operating activities $ 120 $ 33¢ $ (21.9
Net cash used in investing activities $ (22 % (1.0 $ (1.2
Net cash provided by (used in) financing activities $ (145 $ (37.) $ 22.€

Nine Months EndeSeptember 30, 2014 Compared to the Nine MonthscE®dptember 30, 2013

Cash Flows Provided by Operating ActivitieSash flows provided by operating activities foe hine months ended September
30, 2014 decreased by $21.8 million compared tamithe months ended September 30, 2013. The decressprimarily due to
increased customer acquisition cost spending pilyriarthe Company's Southwest and Midwest regidumsng the nine months
ended September 30, 2014. In addition, the decirasesh flows provided by operating activities wa® to a decrease in retail
gross margin and an increase in general and adnaiiivge expenses, including bad debt expense sasisied in "Operating
Segment Results" due to the cost of supply initseduarter of 2014.

Cash Flows Used in Investing Activitie€ash flows used in investing activities increalgg®1.2 million for the nine months
ended September 30, 2014 which was driven by aaserin capital expenditures related to the Conipaeyv customer billing
and information system.

Cash Flows Used in Financing Activitie€ash flows used in financing activities decredse#22.6 million for the nine months
ended September 30, 2014 due primarily to a $2ill@mincrease in our borrowings, net of paymentsder the Senior Credit
Facility and Seventh Amended Credit Facility ptiothe Offering due to seasonality of working cabiequirements and a $1.6
million increase in net member distributions ptioithe Offering.
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Credit Facility

Prior to the Offering, SE and SEG were co-borrowrder an $80 million revolving working capital diefacility with a
maturity date of July 31, 2015. The total amouniistanding under this facility prior to the Offegimclude distributions to the
common control owner to fund unrelated operatidrencaffiliate.

Spark HoldCo, SE and SEG (the “Co-Borrowers”) apdr Energy, Inc., as guarantor, have enteredi@mew $70.0 million
senior secured revolving working capital creditlfgc(the “Senior Credit Facility”with a maturity of two years from the closi
of the Offering. If no event of default has occdrrthe Co-Borrowers have the right, subject to apalrby the administrative
agent and certain lenders, to increase the borgoeapacity under the new revolving credit facitiyup to $120.0 million, whic
is available to fund expansions, acquisitions anckimg capital requirements for our operations gederal corporate purposes,
including distributions.

We borrowed approximately $10.0 million under tlevrSenior Credit Facility at the closing of the @ififig 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 indetgsslioutstanding under our previous credit facilig paid off by our
affiliate with its own funds in connection with tissing of the Offering pursuant to the termshaf interborrower agreement.
Following this repayment, our previous credit fagilvas terminated. We had $20.5 million outstagdim the Senior Credit
Facility at September 30, 2014 and had approxim&el.6 million in letters of credit issued as efpmber 30, 2014.

At our election, interest is generally determingddference to:

» the Eurodollar rate plus an applicable margin ofai.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 federatifurate plus 0.5% per
annum, or (iii) the reference Eurodollar rate @u3%; or

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

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

We pay an annual commitment fee of 0.375% or 0.5%he unused portion of the Senior Credit Facdi#pending upon the
unused capacity. The lending syndicate under theB€redit 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.

The Senior Credit Facility is secured by the cagitack of SE, SEG and the Co-Borrowers’ presedtfature subsidiaries, all of
the Co-Borrowers’ and their subsidiaries’ presemt future property and assets, including accowtsivable, inventory and
liquid investments, and control agreements relainigank accounts.

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

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

Minimum Net Working Capit:. Spark Energy, Inc. must maintain minimum consabd net working capital at all times equal to
the greater of (i) 20% of the aggregate commitmantier the Senior Credit Facility, and (i) $12, [ D.
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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%
of aggregate commitments under the Senior Creditifyaand (ii) $12,000,000.

The borrowing base, which is recalculated and teplamonthly, is calculated primarily based on 80@&6 of the value of
eligible accounts receivable and unbilled prodat¢s (depending on the credit quality of the coymsteies) and inventory and
other working capital assets. The Co-borrowers uttdeSenior Credit Facility must prepay any amsunittstanding under the
Senior Credit Facility in excess of the borrowirasé (up to the maximum availability amount).

In addition, the Senior Credit Facility containstmmary affirmative covenants. The covenants ireldelivery of financial
statements and other information (including annd made with the SEC), maintenance of propertyiasurance, maintenance
of holding company status at Spark Energy, Inogynpent of taxes and obligations, material complianitk laws, inspection of
property, books and records and audits, use oepas; payments to bank blocked accounts, notidefatilts and certain other
customary matters. The Senior Credit Facility @isotains additional negative covenants that limitsability to, among other
things, do any of the following:

* incur certain additional indebtedne

* grant certain lien

e engage in certain asset dispositi

e merge or consolidal

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

» make certain changes in our lines of businessaating practices, except as required by GAARsoslICCeSSC
» store inventory in certain locatiol

» place certain amounts of cash in accounts not sutgeontrol agreemen

« amend or modify billing services agreements andinwts

* engage in certain prohibited transacti

* enter into burdensome agreements;

* act as a transmitting utility or as a util

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

Spark Energy, Inc. is entitled to pay cash dividetudthe holders of the Class A common stock aratkSdoldCo is entitled to
make cash distributions to NuDevco and us so lengad no default exists or would result from sagtayment; (b) the Co-
Borrowers are in pro forma compliance with all fig&l covenants (as defined above) before and gifterg effect to such
payment and (c) the outstanding amount of all I@artsletters of credit does not exceed the borrgwase limits. Spark
HoldCo'’s inability to satisfy certain financial cewants or the existence of an event of defautiptifcured or waived, under the
Senior Credit Facility could prevent us from paydigidends to holders of our Class A common stock.

The Senior Credit Facility contains certain custpnrapresentations and warranties and events afutteEvents 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, dar&vents with respect to material contracts, dduasserted failure of any
guaranty or security document supporting the Sddredit Facility to be in full force and effect aokdanges of control. If such
event of default occurs, the lenders under thedBe&riedit Facility are entitled to take variousi@aas, including the acceleration
of amounts due under the facility and all actioasitted to be taken by a secured creditor.

Off-Balance Sheet Arrangements
As of September 30, 2014 we had no material offuhee sheet arrangements.
Related Party Transactions

For a discussion of related party transactiond\sg#e 11 "Transactions with Affiliates" in the unated condensed combined &
consolidated financial statements.



Critical Accounting Policies and Estimates

Our critical accounting policies and estimatesdmecribed in "Management's Discussion and Anabfsignancial Condition ar
Results of Operations - Critical Accounting Poligcand Estimates" in our Prospectus. There havermehanges to these
policies and estimates since the date of our Pobspe

Recent Accounting Pronounceme

In May 2014, the Financial Accounting StandardsBda-ASB") issued Accounting Standards Update (UASNo. 2014-09,
Revenue from Contracts with Custorr, which requires an entity to recognize the amadimévenue 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. Htendard permits the use
of either the retrospective or cumulative effeansgition method. The Company is evaluating thecetfeat ASU 2014-09 will
have on its financial statements and related
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disclosures. The Company has not yet selectedsiticmn method nor has it determined the effed¢hefstandard on its ongoing
financial reporting.

Contingencies

In the ordinary course of business, we may becaanty o lawsuits, administrative proceedings andegomental investigation
including regulatory and other matters. As of Settiter 30, 2014 , we did not have material outstantiwsuits, administrative
proceedings or investigations.

Liabilities for loss contingencies arising fromiotas, assessments, litigation, fines, penaltiesadher sources are recorded when
it is probable that a liability has been incurred éhe amount can be reasonably estimated.

Emerging Growth Company Stal

We are an “emerging growth company” within the megrof the federal securities laws. For as longvasare an emerging
growth company, we will not be required to compighweertain requirements that are applicable t@ofgublic companies that
are not “emerging growth companies” including, bat limited to, not being required to comply wittetauditor attestation
requirements of Section 404 of the Sarbanes-Oxldythe reduced disclosure obligations regardiregetive compensation in
our periodic reports and proxy statements andxkeptions from the requirements of holding a nodisig advisory vote on
executive compensation and shareholder approwvaiyfolden parachute payments not previously aggraw addition, Sectic
107 of the JOBS Act provides that an emerging gnawampany can take advantage of the extendedticanperiod provided in
Section 7(a)(2)(B) of the Securities Act for comptywith new or revised accounting standards, ihave irrevocably opted
out of the extended transition period and, as @ltiese will adopt new or revised accounting staddaon the relevant dates on
which adoption of such standards is required foeopublic companies.

We intend to take advantage of these exemptionkwmtare no longer an emerging growth company.Wiecease to be an
“emerging growth companyipon the earliest of: (i) the last day of the flsezar in which we have $1.0 billion or more in aal
revenues; (ii) the date on which we become a “laigeelerated filer” (the fiscal year-end on whikh 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.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Market risks relating to our operations result @ity from changes in commodity prices and interags, as well as
counterparty credit risk. We employ establishedged and procedures to manage our exposure te thes.

Commodity Price Risk

We hedge and procure our energy requirements faomows wholesale energy markets, including bothspiay and financial
markets and through short and long term contr&uts financial results are largely dependent omtlaegin we are able to reali
between the wholesale purchase price of naturahiga®lectricity plus related costs and the re&iés price we charge our
customers. We actively manage our commaodity pisglelyy entering into various derivative or non-glative instruments to
hedge the variability in future cash flows fromekprice forecasted sales and purchases of na@asand electricity in
connection with our retail energy operations. Thasguments include forwards, futures, swaps,@ttbn contracts traded on
various exchanges, such as NYMEX and Intercontaidntchange, or ICE, as well as over-the-countekata. These contracts
have varying terms and durations, which range fadiew days to a few years, depending on the ingnin©ur asset
optimization group utilizes similar derivative coantts in connection with its trading activitiesatibtempt to generate incremental
gross margin by effecting transactions in markdtene we have a retail presence. Generally, anydf mistruments that are
entered into to support our retail electricity arvadural gas business are categorized as havingdmered into for non-trading
purposes, and instruments entered into for anyr gilngose are categorized as having been enteietbintrading purposes.

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 manageirpolicies, please see
“—Factors Affecting Our Results of Operations—Conulity Price Risk and the Effectiveness of our Riskridgement
Program” and “Business—Risk Management” in our pectus.

We measure the commaodity risk of our non-tradingrgy derivatives using a sensitivity analysis onret open position. As of
September 30, 2014, our Gas Non-Trading Fixed Rjmen Position (hedges net of retail load) washg foosition of 1,933,240
MMBtu, due primarily to our retail choice storageimg close to full as we approach winter. An inse2n 10% in the market
prices (NYMEX) from their September 30, 2014 lewetsuld have increased the fair market value ofr@imon-trading energy
portfolio by $0.8 million. Likewise, a decreaselid% in the market prices (NYMEX) from their SepteanB0, 2014 levels
would have decreased the fair market value of ourtrading energy derivatives by $0.8 million. @&sSeptember 30, 2014, our
Electricity Non-Trading Fixed Price Open Posititredges net of retail load) was a short positioh5 MWhs. An increase in
10% in the forward market prices from their SeptenfD, 2014 levels would have decreased the faikehaalue of our net
non-trading energy portfolio by $0.1 million. Likese, a decrease in 10% in the forward market pfices their September 30,
2014 levels would have increased the fair markktevaf our non-trading energy derivatives by $0illiom.

We measure the commodity risk of our trading enelgjvatives using a sensitivity analysis on ourapen position. As of
September 30, 2014, our Gas Trading Fixed Pricen®gsition was a long position of 14,590 MMBtu. ikorease in 10% in tt
market prices (NYMEX) from their September 30, 20d4vkls would have increased the fair market valusur trading energy
derivatives by less than $0.1 million. Likewisejexrease in 10% in the market prices (NYMEX) fréwmitt September 30, 2014
levels would have decreased the fair market valuweiotrading energy derivatives by less than $fillion.

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 thastomer, collecting payment from the customer amaiitting payment to us. This
service results in substantially all of our cre@ik being linked to the applicable utility and notour end-use customer in these
territories. Approximately 45% and 47% of our retavenues were derived from territories in whiabstantially all of our crec
risk was directly linked to local regulated utilitpmpanies as of September 30, 2014 and Decemp20B83, respectively, all of
which had investment grade
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ratings as of such date. During the same perioqaigtthese local regulated utilities a weightedrage discount of
approximately 1.0% of total revenues for custonmedit risk. In certain of the POR markets in whied operate, the utilities
limit their collections exposure by retaining th®ligy to transfer a delinquent account back tdarscollection when collections
are past due for a specified period. If our coitecefforts are unsuccessful, we return the acctutiie local regulated utility for
termination of service. Under these service progtame are exposed to credit risk related to payrwergervices rendered duri
the time between when the customer is transfeaed by the local regulated utility and the timeneirn the customer to the
utility for termination of service, which is gendlyaone to two billing periods.

In non-POR markets, we manage customer creditligkigh formal credit review, in the case of conti@rcustomers, and
credit score screening, deposits and disconnefdramon-payment, in the case of residential custsm@ur bad debt expense for
the nine months ending September 30, 2014 and w&s&approximately 3.1% and 1.6% of non-POR maseilrevenues.
Economic conditions may affect our customers’ bt pay bills in a timely manner, which could iease customer
delinquencies and may lead to an increase in bladedpense. See "Management's Discussion and AsaliyEinancial

Condition and Results of Operations - Factors AffigcOur Results of Operations" for an analysisaf bad debt expense
related to non-POR markets during the third quart@014.

We are exposed to wholesale counterparty crediimisur retail and asset optimization activitiéée manage this risk at a
counterparty level and secure our exposure witlatashl or guarantees when needed. At Septemb@03d, approximately
68% of our total exposure of $7.8 million was eitivith an investment grade customer or otherwisersel with collateral.

Interest Rate Ris

We are exposed to fluctuations in interest rateuour variable-price debt obligations. At Septen0, 2014 we were co-
borrowers under an $70 million variable rate Sefiimdit Facility under which $20.5 million of vabie rate indebtedness was
outstanding. Based on the average amount of olablarate indebtedness outstanding during the mimeths ended September
30, 2014, a 1% percent increase in interest rategdihave resulted in additional annual interegiease of approximately
$205,000. The prior credit facility was terminatec¢onnection with the closing of the Offering &park HoldCo’s entry into
the Senior Credit Facility. The Senior Credit F#gibears interest at a variable rate. We do noiecillly employ interest rate
hedges, although we may choose to do so in theefutu
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ITEM 4. 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 prooesias of the end of the period covered by thsrt@dy Report on Form 1Q-
The term “disclosure controls and procedures,”&fgdd in Rules 13a-15(e) and 158¢e) under the Securities Exchange A
1934, as amended (the “Exchange Actijeans controls and other procedures of a compatyatie designed to ensure
information required to be disclosed by a companyhie reports that it files or submits under thehlange Act is recorde
processed, summarized and reported, within the peréods specified in the SEC's rules and formsclbsure controls al
procedures include, without limitation, controldgmrocedures designed to ensure that informatiquired to be disclosed by
company in the reports that it files or submits emthe Exchange Act is accumulated and communiciatetie company
management, including its principal executive amthgipal financial officers or persons performingngar functions, a
appropriate to allow timely decisions regardinguieed disclosure. Management recognizes that anyrae and procedures,
matter how well designed and operated, can proeitdg reasonable assurance of achieving their dogsctand manageme
necessarily applies its judgment in evaluatingcb&t benefit relationship of possible controls prmtedures.

Based on this evaluation, management concludedtiradisclosure controls and procedures were riett@fe as of Septemt
30, 2014 at the reasonable assurance level duenatarial weakness in our internal control ovemaficial reporting. |
connection with the preparation of our restatedrimal statements for the quarter ended March 314 2wve concluded there v
a material weakness in the design and operatirgtaéféness of our internal control over financegarting. A material weakne
is a deficiency, or a combination of deficiencias,internal control over financial reporting sudmat there is a reasona
possibility that a material misstatement of thewshror interim financial statements will not be yerted or detected on a tim
basis. The primary factors contributing to the mateveakness, which relates to our financial steget close process, was i
we did not have adequate policies and procedurgtace to ensure that estimated retail revenues,afarevenues and rela
imbalances for the three months ended March 314 28dre based on complete and accurate data anch@issns on a time
basis.

With the oversight of senior management, we hakerntateps and plan to take additional measuresntediate the underlying
causes of the material weakness, primarily thrabhgldevelopment and implementation of formal peScimproved processes
and documented procedures to more precisely estiamat validate our recorded estimated retail rezgmetail cost of revenues
and related imbalances in accordance with U.S. GAAdPon a timeline that ensures we can preparéraurcial statements on
timely basis in compliance with reporting timelingsder the Exchange Act, however, there is no giieesthat these controls
will be effective. We also believe that we will mkt® expand our accounting resources, includingite and expertise of our
internal accounting team, to effectively executpgiarterly close process on an appropriate timedriona public company.

Notwithstanding the identified material weaknesanagement believes the unaudited condensed comdnnaecbnsolidate
financial statements included in this Quarterly ®&epn Form 10-Q fairly represent in all materegpects our financial
condition, results of operations and cash flowaat for the periods presented in accordance with GAAP.

Changesin Internal Control over Financial Reporting
Other than as described above, there was no chargg internal control over financial reportingeittified in connection wi
the evaluation required by Rule 13a-15(d) and 15} of the Exchange Act that occurred during timee months end

September 30, 2014 that has materially affecteds oeasonably likely to materially affect, ouramal control over financi
reporting.
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PART II. OTHER INFORMATION

Iltem 1. Legal Proceedings

From time to time, we are a party to legal procegslin the ordinary course of business. We do alx\e the results of these
proceedings, individually or in the aggregate, Widlve a materially adverse effect on our busirfasmcial condition, results of
operations or liquidity.

Item 1A. Risk Factors

Security holders and potential investors in ouusées should carefully consider the risk factorgler "Risk Factors" in our
Prospectus. There has been no material change niskdactors from those described in the Progmecthese risks are not the
sole risks for investors. Additional risks and umaimities not currently known to us or that we eatly deem to be immaterial
also may materially adversely affect our businéisancial condition or results of operations.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable

Item 5. Other Information.

None.
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Item 6. EXHIBITS

Incorporated by Reference

Exhibit
Exhibit Exhibit Description Form  Number Filing Date = SEC File No.
31 Amended and Restated Certificate of Incorporatio8park
' Energy, Inc. 8-K 3.1 8/4/2014 001-36559
3.2 Amended and Restated Bylaws of Spark Energy, Inc. 8-K 3.2 8/4/2014 001-36559
4.1 Class A Common Stock Certificate S-1 4.1 6/30/2014 333-196375
Credit Agreement, dated as of August 1, 2014, ldyaanong
Spark Energy, Inc., as parent, Spark HoldCo, LLigars Energy,
LLC, and Spark Energy Gas, LLC, as co-borrowers A®t&ricas
10.1 Securities, LLC, as sole lead arranger and sol&roooer,
’ Natixis, New York Branch, Cooperatieve CentraleffRR@en-
Boerenleenbank B.A., New York Branch, and RB In&tional
Finance (USA) LLC, as co-documentation agent anchi@ss
Bank, as senior managing agent. 8-K 10.1 8/4/2014 001-36559
Tax Receivable Agreement, dated as of August 14 26\ and
10.2 among Spark Energy, Inc., NuDevco Retail Holdindsc,
' NuDevco Retail, LLC and W. Keith Maxwell 11l GaslLC, as co-
borrowers and the lenders and other parties thereto 8-K 10.2 8/4/2014 001-36559
10.3t Spark Energy, Inc. Long-Term Incentive Plan S-8 4.3 7/31/2014 333-197738
10.4% Form of Restricted Stock Unit Agreement S-1 104 6/30/2014 333-196375
10.5t Form of Notice of Grant of Restricted Stock Unit S-1 10.5 6/30/2014 333-196375
Spark HoldCo, LLC Second Amended and Restated eomit
Liability Agreement, dated as of August 1, 2014 dmgl among
10.6 Spark Energy, Inc., NuDevco Retail Holdings and Muéb
Retail.
8-K 10.3 8/4/2014 001-36559
10.7 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and W. Keith Maxwell I
8-K 10.5 8/4/2014 001-36559
10.8 Indemnification Agreement, dated August 1, 2014abg
’ between Spark Energy, Inc. and Nathan Kroeker. 8-K 10.6 8/4/2014 001-36559
10.9 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and Allison Wall. 8-K 10.7 8/4/2014 001-36559
10.10 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and Georganne Hodges. 8-K 10.8 8/4/2014 001-36559
10.11 Indemnification Agreement, dated August 1, 2014abg
’ between Spark Energy, Inc. and Gil Melman.
8-K 10.9 8/4/2014 001-36559
10.12 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and James G. Jones Il. 8-K 10.10 8/4/2014 001-36559
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10.13

10.14

10.15

10.16

31.1*

31.2*

32**

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

* Filed herewith

Indemnification Agreement, dated August 1, 2014abg
between Spark Energy, Inc. and John Eads.

8-K 10.11

Indemnification Agreement, dated August 1, 2014abg
between Spark Energy, Inc. and Kenneth M. Hartwick.

8-K 10.12

Registration Rights Agreement, dated as of Augu2014, by
and among Spark Energy, Inc., NuDevco Retail Hgsliand
NuDevco Retail. 8-K 10.4

Transaction Agreement Il, dated as of July 30, 20¥4and

among Spark Energy, Inc., Spark HoldCo, LLC, NulRzeRetail

LLC, NuDevco Retail Holdings, LLC, Spark Energy Veres,

LLC, NuDevco Partners Holdings, LLC and Associdiergy

Services, LP. 8-K 4.1

Certification of Chief Executive Officer pursuantRule 13a-14
(a) under the Securities Exchange Act of 1934.

Certification of Chief Financial Officer pursuawnt Rule 13at4(a)
under the Securities Exchange Act of 1934.

Certifications pursuant to 18 U.S.C. Section 1350.
XBRL Instance Document.

XBRL Schema Document.

XBRL Calculation Document.

XBRL Labels Linkbase Document.

XBRL Presentation Linkbase Document.

XBRL Definition Linkbase Document.

** Furnished herewith
t+ Compensatory plan or arrangement
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APPENDIX A

CFTC. The Commodity Futures Trading Commission.

ERCOT . The Electric Reliability Council of Texas, the inandent system operator and the regional coordiohtaarious
electricity systems within Texas.

FERC. The Federal Energy Regulatory Commission, a reguglddody which regulates, among other things, e&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 transonssifrastructure in
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 equindlef approximately 1,000 cubic feet of natural.gas

MWh. One megawatt hour, a unit of electricity equal @00 kilowatt hours (kWh), or the amount of eneegyal to one
megawatt of constant power expended for one hotimef.

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

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

Spark Energy, Inc.

November 12, 2014 /sl Georganne Hodges

Georganne Hodges

Chief Financial Officer (Principal Financial
Officer and Principal Accounting Officer)
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INDEX TO EXHIBITS

Incorporated by Reference

Filing SEC
Exhibit Exhibit Description Form Exhibit Number Date File No.
31 Amended and Restated Certificate of Incorporatio8pmark 001-
' Energy, Inc. 8-K 3.1 8/4/2014 36559
39 001-
' Amended and Restated Bylaws of Spark Energy, Inc. 8-K 3.2 8/4/2014 36559
a1 333-
' Class A Common Stock Certificate S-1 4.1 6/30/2014196375
Credit Agreement, dated as of August 1, 2014, ldyaanong
Spark Energy, Inc., as parent, Spark HoldCo, LLiaar§ Energy,
LLC, and Spark Energy Gas, LLC, as co-borrowers A®t&ricas
10.1 Securities, LLC, as sole lead arranger and sol&roooer,
’ Natixis, New York Branch, Cooperatieve CentraleffR@en-
Boerenleenbank B.A., New York Branch, and RB In&¢ional
Finance (USA) LLC, as co-documentation agent anchi@ss 001-
Bank, as senior managing agent. 8-K 10.1 8/4/2014 36559
Tax Receivable Agreement, dated as of August 14 2\ and
10.2 among Spark Energy, Inc., NuDevco Retail Holdindsc,
' NuDevco Retail, LLC and W. Keith Maxwell 11l GaslLC, as co- 001-
borrowers and the lenders and other parties thereto 8-K 10.2 8/4/2014 36559
10.31 333
' Spark Energy, Inc. Long-Term Incentive Plan S-8 4.3 7/31/2014197738
10.41 333
’ Form of Restricted Stock Unit Agreement S-1 10.4  6/30/2014196375
10.5t 333-
' Form of Notice of Grant of Restricted Stock Unit S-1 10.5  6/30/2014196375
Spark HoldCo, LLC Second Amended and Restated eomit
Liability Agreement, dated as of August 1, 2014 amgl among
10.6 Spark Energy, Inc., NuDevco Retail Holdings and uéb
Retalil. 001-
8-K 10.3 8/4/2014 36559
10.7 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and W. Keith Maxwell Il 001-
8-K 10.5 8/4/2014 36559
10.8 Indemnification Agreement, dated August 1, 2014abg 001-
' between Spark Energy, Inc. and Nathan Kroeker. 8-K 10.6 8/4/2014 36559
10.9 Indemnification Agreement, dated August 1, 2014abg 001-
’ between Spark Energy, Inc. and Allison Wall. 8-K 10.7 8/4/2014 36559
10.10 Indemnification Agreement, dated August 1, 2014abg 001-
’ between Spark Energy, Inc. and Georganne Hodges. 8-K 10.8 8/4/2014 36559
10.11 Indemnification Agreement, dated August 1, 2014abg
' between Spark Energy, Inc. and Gil Melman. 001-
8-K 10.9 8/4/2014 36559
10.12 Indemnification Agreement, dated August 1, 2014abg 001-
’ between Spark Energy, Inc. and James G. Jones Il. 8-K 10.10  8/4/2014 36559



59




Table of Contents

10.13

10.14

10.15

10.16

31.1*

31.2*

32**

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

* Filed herewith

Indemnification Agreement, dated August 1, 2014abg
between Spark Energy, Inc. and John Eads.

8-K
Indemnification Agreement, dated August 1, 2014abg
between Spark Energy, Inc. and Kenneth M. Hartwick.

8-K
Registration Rights Agreement, dated as of Augu2014, by

and among Spark Energy, Inc., NuDevco Retail Hgsliand
NuDevco Retail. 8-K

Transaction Agreement Il, dated as of July 30, 20¥4and

among Spark Energy, Inc., Spark HoldCo, LLC, NulRzeRetail

LLC, NuDevco Retail Holdings, LLC, Spark Energy Veres,

LLC, NuDevco Partners Holdings, LLC and Associdiergy

Services, LP. 8-K

Certification of Chief Executive Officer pursuantRule 13a-14
(a) under the Securities Exchange Act of 1934.

Certification of Chief Financial Officer pursuawnt Rule 13at4(a)
under the Securities Exchange Act of 1934.

Certifications pursuant to 18 U.S.C. Section 1350.
XBRL Instance Document.

XBRL Schema Document.

XBRL Calculation Document.

XBRL Labels Linkbase Document.

XBRL Presentation Linkbase Document.

XBRL Definition Linkbase Document.

** Furnished herewith
t+ Compensatory plan or arrangement
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13A-14(A) UNDER THE SECURITIES
EXCHANGE ACT OF 1934

I, Nathan Kroeker, certify that:
1. I have reviewed this Form 10-Q for the quartetezl September 30, 2014 of Spark Energy, Inc.“(dgstrant”);

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

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

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

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designe
under our supervision, to ensure that materialrimédion relating to the registrant, including itssolidated subsidiaries, is mi
known to us by others within those entities, pattidy during the period in which this report isig prepared;

(b) Evaluated the effectiveness of the registmamlisclosure controls and procedures and preséntehlis report ot
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thiedeovered by this repc
based on such evaluation; and

(c) Disclosed in this report any change in thegegnts internal control over financial reporting thatoaed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbmg 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 disclosbdsed on our most recent evaluation of internatrol
over financial reporting, to the registrant’s aodit and the audit committee of the registmrtbard of directors (or persc
performing the equivalent functions):

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

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

Date: November 12, 2014

/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) UNDER THE SECURITIES
EXCHANGE ACT OF 1934

I, Georganne Hodges, certify that:
1. I have reviewed this Form 10-Q for the quartetezl September 30, 2014 of Spark Energy, Inc.“(dgstrant”);

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

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

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

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designe
under our supervision, to ensure that materialrimédion relating to the registrant, including itssolidated subsidiaries, is mi
known to us by others within those entities, pattidy during the period in which this report isig prepared;

(b) Evaluated the effectiveness of the registmamlisclosure controls and procedures and preséntehlis report ot
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thiedeovered by this repc
based on such evaluation; and

(c) Disclosed in this report any change in thegegnts internal control over financial reporting thatoaed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbmg 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 disclosbdsed on our most recent evaluation of internatrol
over financial reporting, to the registrant’s aodit and the audit committee of the registmrtbard of directors (or persc
performing the equivalent functions):

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

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

Date: November 12, 2014

/s/ Georganne Hodges
Georganne Hodges
Chief Financial Officer




EXHIBIT 32

Certification by the Chief Executive Officer and Chef Financial Officer
Pursuant to 18 U.S.C. Section 1350,
Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, Nathan Krogkkeief Executive Officer of Spark Energy, Inc. (tli@mpany’),
and Georganne Hodges, Chief Financial Officer ef@@mpany, hereby certify that, to the best ofrtkeowledge, th
Quarterly Report on Form 10-Q of the Company fa Huarter ended September 30, 2014 (the “Repéutly
complies with the requirements of Section 13(apection 15(d) of the Securities Exchange Act of413% amende
and that the information contained in the Repairtyfgoresents, in all material respects, the finahcondition an
results of operations of the Company.

Date: November 12, 2014
/s/ Nathan Kroeker

Nathan Kroeker
Chief Executive Officer

/s/ Georganne Hodges
Georganne Hodges
Chief Financial Officer




