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PART 1. — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
SPARK ENERGY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
AS OF JUNE 30, 2015 AND DECEMBER 31, 2014
(in thousands)
(unaudited)

June 30, 2015

December 31, 2014

Assets

Current assets:

Cash and cash equivalents $ 4,231 4,35¢
Restricted cash — 707
Accounts receivable, net of allowance for doub#fetounts of $4.1 million and $8.0 million as of du80, 2015 and December 31, 2014, respectively 40,01: 63,797
Accounts receivable—affiliates 534 1,231
Inventory 2,94t 8,032
Fair value of derivative assets 924 21€
Customer acquisition costs, net 14,51« 12,36¢
Intangible assets - customer acquisitions, net 1,421 48€
Prepaid assets 78¢ 1,23¢
Prepaid assets—affiliates 172 —
Deposits 5,33t 10,56¢
Other current assets 2,61 2,981
Total current assets 73,49¢ 105,98¢
Property and equipment, net 4,44¢ 4,221
Customer acquisition costs 4,45 2,97¢
Intangible assets - customer acquisitions 2,292 1,01%
Deferred tax assets 23,77( 24,040
Other assets 82 14¢
jlotaliassets $ 108,54( 138,39]
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable $ 26,50« 38,21(
Accounts payable—affiliates 78¢ 1,017
Accrued liabilities 7,032 7,19t
Fair value of derivative liabilities 8,82t 11,52¢
Note payable 9,00 33,00(
Other current liabilities 672 1,86¢
Total current liabilities 52,82¢ 92,81¢
Long-term liabilities:
Fair value of derivative liabilities 531 47€
Payable pursuant to tax receivable agreement—zaé#i 20,767 20,767
Other long-term liabilities 1,552 21¢
Total liabilities 75,67+ 114,28(
Commitments and contingencies (Note 10)
Stockholders' equity:
Common Stock:

Class A common stock, par value $0.01 per sha@002,000 shares authorized, 3,097,193 issued atsthading at June 30, 2015 and 3,000,00(

issued and outstanding at December 31, 2014 31 30

Class B common stock, par value $0.01 per shar8pe@00 shares authorized, 10,750,000 issued @sthading at June 30, 2015 and 10,750,000

issued and outstanding at December 31, 2014 10€ 10€
Preferred Stock:

Preferred stock, par value $0.01 per share, 20000Ghares authorized, zero issued and outstaatihgne 30, 2015 and December 31, 2014 —
Additional paid-in capital 10,49¢ 9,29¢
Retained earnings (deficit) 132 (775)

Total stockholders' equity 10,76t 8,65¢
Non-controlling interest in Spark HoldCo, LLC 22,10: 15,45¢
Total equity 32,86¢ 24,117
Total Liabilities and Stockholders' Equity $ 108,54( 138,39’

The accompanying notes are an integral part ofdimelensed combined and consolidated financialretatts.
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SPARK ENERGY, INC.
CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF O PERATIONS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(in thousands, except per share data)
(unaudited)

Three Months Ended June 3C Six Months Ended June 30,

2015 2014 2015 2014

Revenues:

Retail revenues (including retail revenues—affdmbf $0 and $681 for the three months ended June
30, 2015 and 2014, respectively and retail revertadtiliates of $0 and $2,170 for the six months
ended June 30, 2015 and 2014, respectively) $ 65,50 $ 65,74 $ 16537 $ 170,09

Net asset optimization (expenses) revenues (imuudsset optimization revenuesffiliates of $17¢

and $4,634 for the three months ended June 30, 2042014, respectively, and asset optimizati

revenues—affiliates cost of revenues of $3,114%i@654 for the three months ended June 30,

2015 and 2014, respectively and asset optimizaéwenues—affiliates of $665 and $7,134 for th

six months ended June 30, 2015 and 2014, resplyctarel asset optimization revenues—affiliate

cost of revenues of $6,207 and $18,554 for thensirths ended June 30, 2015 and 2014,

respectively) (67) 197 1,862 1,821

Total Revenues 65,43 65,94( 167,23 171,91¢
Operating Expenses:

Retail cost of revenues (including retail costefanues—affiliates of less than $0.1 million fothho
the three months and six months ended June 30,212014) 42,12( 52,38 111,20° 140,50¢

General and administrative (including general ahmiaistrative expenseaffiliates of $0 and $6 fc
the three months ended June 30, 2015 and 2014atesgy and general and administrative
expense—affiliates of $0 and $12 million for the sionths ended June 30, 2015 and 2014,

respectively) 12,97¢ 9,747 27,68 17,86(

Depreciation and amortization 5,231 3,252 9,50¢ 6,211

Total Operating Expenses 60,32¢ 65,38¢ 148,39¢ 164,57¢

Operating income 5,104 554 18,83¢ 7,331
Other (expense)/income:

Interest expense (207) (222) (58¢) (53%)

Interest and other income 187 1 322 71

Total other expenses (20 (221 (26€) (4649)

Income before income tax expense 5,08¢ 338 18,57 6,87

Income tax expense 45¢ 132 1,01¢ 164

Net income $ 4,628 $ 201 $ 17,55¢ $ 6,70¢

Less: Net income attributable to non-controllintehests 3,917 — 14,437 —

Net income attributable to Spark Energy, Inc. stmitters $ 706 $ 201 $ 3,117  $ 6,70¢

Net income attributable to Spark Energy, Inc. s of Class A common stock

Basic $ 0.2¢ $ 1.02

Diluted $ 0.2¢ $ 0.82
Weighted average shares of Class A common stockamding

Basic 3,06z 3,031

Diluted 3,062 13,781

The accompanying notes are an integral part ofdnelensed combined and consolidated financialretatts.
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SPARK ENERGY, INC.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUI TY

FOR THE SIX MONTHS ENDED JUNE 30, 2015
(in thousands)
(unaudited)

Issued Shares Issued Shares

Balance at 12/31/14:

Stock based compensation
Restricted stock unit vesting
Contribution from NuDevco
Consolidated net income
Distributions paid to Class B
non-controlling unit holders
Dividends paid to Class A
common shareholders

Balance at 6/30/15:

of Class A of Class B Issued Shares Class A Class B Retained
Common Common of Preferred Common Common Additional Paid Earnings Total Stockholders Non-controlling
Stock Stock Stock Stock Stock In Capital (Deficit) Equity Interest Total Equity
3,000 10,75( — 3 30 $ 10¢ $ 9,29¢ $ (775 $ 8,65¢ $ 15,45¢ $ 24,117
— — — — — 71€ — 71€ — 71€
97 — — 1 — 358 — 354 — 354
— — — — — 12¢ — 12¢ — 12¢
— — — — — — 3,113 3,113 14,437 17,55«
— — — — — — — — (7,799 (7,799
— — — — — — (2,210 (2,210 — (2,210
3,097 10,75( — $ 31 $ 10¢ $ 10,49: $ 132 $ 10,76: $ 22,100 $ 32,86¢

The accompanying notes are an integral part ofdimelensed combined and consolidated financialretits.
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SPARK ENERGY, INC.
CONDENSED COMBINED AND CONSOLIDATED STATEMENTS OF C ASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2015 AND 2014
(in thousands)
(unaudited)

Six Months Ended June 30,

2015 2014
Cash flows from operating activities:
Net income $ 17,55 $ 6,70¢
Adjustments to reconcile net income to net cash fles provided by operating activities:
Depreciation and amortization expense 9,50¢ 6,211
Deferred income taxes 271 —
Stock based compensation 1,15¢ —
Amortization of deferred financing costs 101 22F
Bad debt expense 4,17¢ 2,027
Gain (loss) on derivatives, net 5,36( (1,440
Current period cash settlements on derivatives, net (8,547 10,25¢
Changes in assets and liabilities:
Decrease in restricted cash 707 —
Decrease in accounts receivable 19,60¢ 12,26¢
Decrease in accounts receivable—affiliates 69€ 6,754
Decrease in inventory 5,087 311
Increase in customer acquisition costs (11,809 (11,66%)
Decrease (increase) in prepaid and other curreetas 5,61( (5,250
Increase in intangible assets - customer acquisitio (2,720 —
Decrease in other assets 65 58
Decrease in accounts payable and accrued liabilitie (12,08)) (3,895
Increase (decrease) in accounts payable—affiliates (228 261
Increase (decrease) in other current liabilities (1,195 2,83
Increase in other non-current liabilities 1,55 —
Net cash provided by operating activities 34,88( 25,65¢
Cash flows from investing activities:
Purchases of property and equipment (857) (1,404
Net cash used in investing activities (857) (1,409
Cash flows from financing activities:
Borrowings on notes payable 6,00( 48,55(
Payments on notes payable (30,000 (35,000
Member contributions (distributions), net — (43,50¢)
Contributions from NuDevco 12¢ —
Restricted stock vesting (270 —
Payment of dividends to Class A common shareholders (2,210 —
Payment of distributions to Class B unittesil (7,799 —
Net cash used in financing activities (34,14 (29,956)
Decreases in cash and cash equivalents (122) (5,702
Cash and cash equivalents—beginning of period 4,35¢ 7,18¢
Cash and cash equivalents—end of period $ 4237  $ 1,487
Supplemental Disclosure of Cash Flow Information:
Non cash items:
Property and equipment purchase accrual $ 17¢  $ =
Cash paid during the period for:
Interest $ 59¢ $ 39t
Taxes $ 15¢  $ 15C

The accompanying notes are an integral part ofdimelensed combined and consolidated financialretatts.
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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 independetail energy services company that providesdezgial and commercial customers in competitive
markets across the United States with an altermatioice for natural gas and electricity. The Comyda a holding company whose sole material asset
consists of units in Spark HoldCo, LLC (“Spark Hol'). Spark HoldCo owns all of the outstanding menship interests in each of Spark Energy, LLC
(“SE”") and Spark Energy Gas, LLC (“SEG"), the oprg subsidiaries through which the Company opsratbe Company is the sole managing member
of Spark HoldCo, is responsible for all operatiomadnagement and administrative decisions relatirgpark HoldCo’s business and consolidates the
financial results of Spark HoldCo and its subsidgr

The Company is a Delaware corporation formed onl22; 2014 by Spark Energy Ventures, LLC (“Spareky Ventures”) for the purpose of
succeeding to Spark Energy Ventures’ ownershigdratd SEG. Spark Energy Ventures, a single menthéed liability company formed on October 8,
2007 under the Texas Limited Liability Company AGILLCA”") is an affiliate of NuDevco Retail Holdingy LLC (“NuDevco Retail Holdings”), a single
member Texas limited liability company formed bya8pEnergy Ventures on May 19, 2014 under the T8xesness Organizations Code (“TBOC").
NuDevco Retail Holdings was formed by Spark Enefgntures to hold its investment in Spark HoldCo(, lour subsidiary and the direct parent of £
and SE. NuDevco Retail Holdings is currently a clirgholly owned subsidiary of Spark Energy Venturesich is wholly owned by NuDevco Partners
Holdings, LLC, which is wholly owned by NuDevco Raars, LLC (“NuDevco Partners”), which is wholly oed by W. Keith Maxwell [ll. NuDevco
Retail Holdings formed NuDevco Retail, LLC (“NuDevRetail” and, together with NuDevco Retail HoldsngNuDevco”), a single member limited
liability company, on May 29, 2014 and it holds% Interest in Spark HoldCo formerly held by NuDewetail Holdings.

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”), representing a 21.82% interest in the Camypon August 1, 2014 (the “Offering”) Spark Enekgentures contributed all of its interest in eath

SE and SEG to NuDevco Retail Holdings. NuDevco REl@ldings in turn contributed all of its intereésteach of SE and SEG to Spark HoldCo. The
contribution of the interests in SE and SEG to Bp#oldCo is not considered a business combinatimoanted for under the purchase method, as it was a
transfer of assets and operations under commomatoand accordingly, balances were transferratieit historical cost. The Company’s historical
condensed combined financial statements prioredfiering are prepared using SE’s and SEG’s histbbasis in the assets and liabilities, and idelall
revenues, costs, assets and liabilities attribtgtelde retail natural gas and asset optimizatiahrateil electricity businesses of SE and SEG.

SE is a licensed retail electric provider in mudtiptates. SE provides retail electricity servimesnd-use retail customers, ranging from residéatid
small commercial customers to large commercialinddstrial users. SE was formed on February 5, 200@2r the Texas Revised Limited Partnership Act
(as recodified by the TBOC) and was converted Texas limited liability company on May 21, 2014.

SEG is a retail natural gas provider and assetigdition business competitively serving residentiammercial and industrial customers in multigbtes.
SEG was formed on January 17, 2001 under the TRawised Limited Partnership Act (as recodified thy TBOC) and was converted to a Texas limited
liability company on May 21, 2014.

As a company with less than $1.0 billion in revendaring its last fiscal year, the Company quadifis an “emerging growth company” as defined in the
Jumpstart Our Business Startups Act of 2012, od@BS Act. An emerging growth company may take athge of specified reduced reporting and other
regulatory requirements.
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The Company will remain an “emerging growth comgainy up to five years, or until the earliest oftfie last day of the fiscal year in which the Comy
has $1.0 billion or more in annual revenues; i@ tate on which the Company becomes a “large erated filer” (the fiscal year-end on which theatot
market value of the Company’s common equity seiesriteld by non-affiliates is $700 million or ma of June 30); (iii) the date on which the Company
issues more than $1.0 billion of non-convertiblbtdever a three-year period; or (iv) the last d&the fiscal year following the fifth anniversary the
Offering.

As a result of the Company's election to availfitsecertain provisions of the JOBS Act, the infwation that the Company provides may be differeant
what you may receive from other public companiewtiich you hold an equity interest.

Initial Public Offering of Spark Energy, In

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

Net proceeds from the Offering we$47.6 million , after underwriting discounts androuissions, structuring fees and offering experibas.net proceeds
from the Offering were used to acquire units ofiBpdoldCo (the “Spark HoldCo units”) representimgpeoximately 21.82% of the outstanding Spark
HoldCo units after the Offering from NuDevco Retddldings and to repay a promissory note from tben@any in the principal amount of $50,000 (the
“NuDevco Note”). The Company did not retain anytlt# net proceeds from the Offering. The Compangrded $2.7 million of previously deferred
incremental costs directly attributable to the @ffg as a reduction in equity at the Offering datbich were funded by the Offering proceeds.

The Company also issued 10,750,000 shares of Blassnmon stock, par value $0.01 per share (thes&Bacommon stock”) to Spark HoldCo,
10,612,500 of which Spark HoldCo distributed to MwbPo Retail Holdings, and 137,500 of which Sparkd@o distributed to NuDevco Retail.

Each share of Class B common stock, all of whidielsl by NuDevco, has no economic rights but exstitis holder to one vote on all matters to bed/ote
on by shareholders generally. Holders of Classroon stock and Class B common stock vote togetharsingle class on all matters presented to our
shareholders for their vote or approval, excepithsrwise required by applicable law or by ourifiegte of incorporation.

The Spark HoldCo Limited Liability Company Agreem@novides that anytime the Company issues a nawnestf Class A or Class B common stock
(except for issuances of Class A common stock @poexchange of Class B common stock), Spark HoldiC@oncurrently issue a limited liability
company unit either to the holder of the Class Biemn stock or to the Company in the case of theaisse of shares of Class A common stock. As a
result, the number of Spark HoldCo units held &y @mmpany always equals the number of shares es@a@ommon stock outstanding.

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

Shares of
common stock
Percent Voting

Number Interest
Publicly held Class A common stock 3,000,001 21.82%
Class B common stock held by NuDevco 10,750,00 78.1&%
Total 13,750,00 100.0%
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Credit Facility

Concurrently with the closing of the Offering, tBempany entered into a new $70.0 million seniousst credit facility, which was amended and restate
on July 8, 2015. See Note 4 “Long-Term Debt” fattier 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 numbeshafres of
Class B common stock) for Class A common stoclcésh at Spark Energy, Inc.’s or Spark HoldCo'stedaqthe “Cash Option”) at an exchange ratio of
one share of Class A common stock for each Spat#tGtounit (and corresponding share of Class B comatock) exchanged. In addition, NuDevco has
the right, under certain circumstances, to causé&thmpany to register the offer and resale of Nub®swshares of Class A common stock obtained put
to the Exchange Right.

Tax Receivable Agreement

Concurrently with the closing of the Offering, tBempany entered into a Tax Receivable Agreemetit 8iark HoldCo, NuDevco Retail Holdings and
NuDevco Retail. See Note “Transactions with Affiliates” for further discussi.

2. Basis of Presentation

The accompanying interim unaudited condensed cozdbamd consolidated financial statements (“intesiatements”) of the Company have been prepared
in accordance with accounting principles generatlgepted in the United States (“GAAP”) and purstiarthe rules and regulations of the Securities and
Exchange Commission (“SEC").

The preparation of the financial statements in conity with GAAP requires management to make estdsand assumptions that affect the reported
amounts of assets and liabilities and disclosureafingent liabilities at the date of the intefimancial statements and the reported amountsveinges
and expenses during the reporting period. Actuallte could differ from those estimates. Effectsfanbusiness, financial condition and results of
operations resulting from revisions to estimatesracognized when the facts that give rise toehésion become known. The information furnisheceirer
reflects all normal recurring adjustments which arghe opinion of management, necessary forrgofaisentation of the condensed combined and
consolidated financial statements. Operating resaltthe six months ended June 30, 2015 areew#ssarily indicative of the results which may be
expected for the full year or for any interim pekio

The accompanying interim unaudited condensed caedbamd consolidated financial statements have pesrared in accordance with Regulation S-X,
Article 3, General Instructions as to Financial Statements &taff Accounting Bulletin (“SAB”) Topic 1-B, Allations of Expenses and Related
Disclosures in FinancieStatements of Subsidiaries, Divisions or Lesseir®@ss Components of Another Entitya stand-alone basis and are derived from
SE’s and SEG'’s historical basis in the assets iabdities before the Offering and Spark Energy.méinancial results after the Offering, and irtgall
revenues, costs, assets and liabilities attribatabthe retail natural gas and asset optimizatiahretail electricity businesses of SE and SEGHer

periods prior to the Offering that are specificatlgntifiable or have been allocated to the CompMgnagement has made certain assumptions and
estimates in order to allocate a reasonable stiangpenses to the Company, such that the Company'solidated financial statements reflect subsiinti

all of its costs of doing business. The Company alsters into transactions with and pays certastscon behalf of affiliates under common contrabider

to reduce risk, reduce administrative expensetemeonomies of scale, create strategic alliancésapply goods and services to these relatecepaiithe
Company direct bills certain expenses incurred emalf of affiliates or allocates certain overheafdenses to affiliates associated with general and
administrative services based on services providegartmental usage, or headcount, which are cemesldeasonable by management. The allocations an
related estimates and assumptions are describeslfoilyrin Note 11 “Transactions with AffiliatesThese costs are not necessarily indicative of tis¢ ¢
that the Company would have incurred had it
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operated as an independent stand-alone entity toribie Offering. Affiliates have also relied upBpark Energy Ventures as a participant in the tredi
facility for periods prior to the Offering as deibed more fully in Note 4 “Long-Term Debt”. As syche Company’s interim unaudited condensed
combined and consolidated financial statementsoddutly reflect what the Company’s financial pasit, results of operations and cash flows wouldehav
been had the Company operated as an independedtatane company prior to the Offering. As a reshititorical financial information prior to the
Offering is not necessarily indicative of what thempany’s results of operations, financial positoa cash flows will be in the future. The Company'
unaudited condensed consolidated financial statensetnsequent to the Offering are presented omsotidated basis and include all wholly-owned and
controlled subsidiaries.

Transactions with Affiliates

The Company enters into transactions with and scartain costs on behalf of affiliates that ammewnly controlled by NuDevco Partners Holdings in
order to reduce risk, reduce administrative experreate economies of scale, create strategimedimand supply goods and services to these related
parties. These transactions include, but are notdd to, certain services to the affiliated conmparassociated with the Company’s debt facilitppto the
Offering, employee benefits provided through thenpany’s benefit plans, insurance plans, leasedeoffpace, and administrative salaries for accogintin
tax, legal, or technology services. As such, ttapanying condensed combined and consolidateddialastatements include costs that have been
incurred by the Company and then directly billecdlocated to affiliates and are recorded net imegal and administrative expense on the condensed
combined and consolidated statements of operatithsa corresponding accounts receivable—affiliatgorded in the condensed combined and
consolidated balance sheets. Additionally, the Camgenters into transactions with certain affiliafter sales or purchases of natural gas and eliggfri
which are recorded in retail revenues, retail obsevenues, and net asset optimization revenuéeioondensed combined and consolidated statemmients
operations with a corresponding accounts receivahféliate or accounts payable—affiliate in the densed combined and consolidated balance sheets.
See Note 11 “Transactions with Affiliates” for foer discussion.

Subsequent Events

Subsequent events have been evaluated througlatinéhése financial statements are issued. Anyriabsebsequent events that occurred prior to such
date have been properly recognized or discloséiteicondensed combined and consolidated finartaigdraents. See Note 14 “Subsequent Events” for
further discussion.

Recent Accounting Pronounceme

In May 2014, the Financial Accounting Standardsd&FASB") issued Accounting Standards Update (8BNo. 2014-09, Revenue from Contracts
with Customers which requires an entity to recognize the amadimévenue to which it expects to be entitled far transfer of promised goods or services
to customers. ASU 2014-09 will replace most exgsti@venue recognition guidance in GAAP when it Inees effective for the Company on January 1,
2018. The standard permits the use of either tinesgective or cumulative effect transition methbde Company is evaluating the effect that ASU 2014
09 will have on its financial statements and relatesclosures. The Company has not yet selectethaition method nor has it determined the efféthe
standard on its ongoing financial reporting.

In February 2015, the FASB issued ASU No. 2015 solidation (Topic 810)'ASU 2015-02"). The new guidance changes the aislhat a reporting
entity must perform to determine whether it shaddsolidate certain types of legal entities. ASU%02 is effective for fiscal years, and for interi
periods within those fiscal years, beginning alecember 15, 2015. Early adoption is permitteduttiog adoption at an interim period. The Compaayg
not yet determined the effect of the standard ®origoing financial reporting.

In April 2015, the FASB issued ASU No. 2015-0@erest - Imputation of Interest (Subtopic 835-&SU 2015-03"). The new guidance requires that
debt issuance costs related to a recognized ddility be presented in
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the balance sheet as a direct deduction from thrging amount of that debt liability, consistentwvebt discounts. ASU 2015-03 is effective focdis

years, and for interim periods within those fispadirs, beginning after December 15, 2015. Earlyp#alo is permitted for financial statements thatéhaot
been previously issued. The Company will adopt A2815-03 on January 1, 2016 and reclassify any urtéazad debt issuance costs as a direct deduction
from the carrying amount of those associated debilities at that time.

In July 2015, the FASB issued ASU No. 2015-3implifying the Measurement of Inventory (Topic)32ASU 2015-11"). ASU 2015-11 amends existing
guidance to require subsequent measurement oftimyesit the lower of cost and net realizable vaNet realizable value is the estimated sellinggwimn
the ordinary course of business, less reasonabbligiable costs of completion, disposal, and trartafion. ASU 2015-11 is effective for fiscal yeaasad
for interim periods within those fiscal years, begng after December 15, 2016. Earlier applicaisopermitted as of the beginning of an interim on@al
reporting period. The Company does not expect doption of ASU 2015-11 will have a material effectthe combined or consolidated financial
statements.

3. Property and Equipment

Property and equipment consist of the following ante as of:

Estimated
useful
lives June 30, 2015 December 31, 2014
(years) (In thousands)
Information technology 2-5 $ 26,61¢ $ 25,58¢
Leasehold improvements 2-5 4 56¢ 4 ,56¢
Furniture and fixtures 2-5 1,007 99¢
Total 32,19 31,15¢
Accumulated depreciation (27,749 (26,939
Property and equipment—net $ 4,44¢  $ 4,221

Information technology assets include software @ntsultant time used in the application, developraed implementation of various systems including
customer billing and resource management systesisf Bune 30, 2015 and December 31, 2014 , infaam&tchnology includes $0.5 million and $0.4
million , respectively, of costs associated witheds not yet placed into service.

Depreciation expense recorded in the condensedinethand consolidated statements of operationsb@asmillion and $1.0 million for the three months
ended June 30, 2015 and 2014, respectively andn§ili8n and $1.9 million for the six months endéghe 30, 2015 and 2014, respectively.

4. Long-Term Debt

In October 2007, Spark Energy Ventures and alisofuibsidiaries (collectively, the “Borrowers”) tered into a credit agreement, consisting of a wngrk
capital facility, a term loan and a revolving ctddcility (the “Credit Agreement”), with SE and SEas co-borrowers under which they were jointly and
severally liable for amounts Borrowers borrowedemtie Credit Agreement. The Credit Agreement veasied by substantially all of the assets of Spark
Energy Ventures and its subsidiaries.

The Credit Agreement was amended on May 30, 20@8awide for a $177.5 million working capital fagil, a $100 million term loan, and a $35 million
revolving credit facility. On January 24, 2011, Berrowers amended and restated the Credit Agreeftien“Fifth Amended Credit Agreement”) to
decrease the working capital facility to $150 roitli, to increase the term loan to $130 million emdliminate the revolving credit facility.

On December 17, 2012, the Borrowers amended atatedshe Fifth Amended Credit Agreement to de&dhas working capital facility to $70 millionto
decrease the term loan to $125 million and to tatesghe revolving credit facility in the amount®80 million (the “Sixth Amended Credit Agreement”)
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On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was formerly a wholly owned
subsidiary of Spark Energy Ventures, the Sixth AdeshCredit Agreement was amended and restatedresise the working capital facility to $80 million
and eliminate the term loan and revolving creditlity (the “Seventh Amended Credit Agreement”) aademove Marlin as a party to the Credit
Agreement. The Seventh Amended Credit Agreementalasduled to mature on July 31, 2015. The Sevemibnded Credit Agreement continued 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 severkidiigle for Marlin’s borrowing under the Sixth
Amended Credit Agreement prior to the Marlin irlifiablic offering, SE and SEG did not historicafigive access to or use the term loan and the regplvi
credit facility utilized by Marlin. SE and SEG wetee primary recipients of the proceeds from thekivy capital facility.

Working Capital Facility

The working capital facility was $150 million in 22 under the Fifth Amended Credit Agreement and lai@s amended to $70 million on December 17,
2012 under the Sixth Amended Credit Agreement. @n 31, 2013, and in conjunction with the Seventhehded Credit Agreement, the working capital
facility was increased to $80 million .

The working capital facility was available for usg Spark Energy Ventures and its affiliates tofficethe working capital requirements related to the
purchase and sale of natural gas, electricity,caher commodity products not related to the retatlral gas and asset optimization and retail ibégt
businesses of the Company. The Company’s condexsellined and consolidated financial statementsided the total amounts outstanding under the
working capital facility of $27.5 million as Deceerb31, 2013 , which was classified as current éndbndensed combined balance sheet as the working
capital facility was drawn upon and repaid on a thiyrbasis to fund working capital needs. Portiohthe borrowings were used to fund equity
distributions to the sole member of the Companfytal unrelated operations of an affiliate underabmmon control of the sole member prior to the
Offering. The total amounts outstanding under #utlify as of December 31, 2013 and through the@f§ date included $29.0 million that was retained
and paid off by an affiliate in connection with tBéfering.

Further, through the issuance of letters of creldé Company was able to secure payment to supphier obligation is recorded for such outstandettets
of credit unless they are drawn upon by the supphed in the event a supplier draws on a letteredit, repayment is due by the earlier of demanthe
bank or at the expiration of the applicable Crédjteement.

Under the working capital facility, the Companygaifee with respect to each letter of credit idsared outstanding. The Company incurred fees terset

of credit issued and outstanding totaling less B million and $0.1 million for the three montreded June 30, 2015 and 2014, respectively, aidd $0

million and $0.2 million for the six months endaé@ 30, 2015 and 2014, respectively, which is @®biin interest expense in the condensed combined
and consolidated statements of operations.

Under the Sixth Amended Credit Agreement, the Comipeas able to elect to have loans under the wgr&redit facility bear interest either (i) at a
Eurodollar-based rate plus a margin ranging frod®% to 3.75% depending on the Company’s consolidfateded indebtedness ratio then in effect, or (ii)
at a base rate loan plus a margin ranging from92.@02.75% depending on the Company’s consolidfateded indebtedness ratio then in effect. The
Company also paid a nonutilization fee equal t@%Pper annum.

Under the Seventh Amended Credit Agreement, thegaomwas able to elect to have loans under theingrapital facility bear interest (i) at a
Eurodollar-based rate plus a margin ranging frod®@% to 3.25% , depending on the Spark Energy Vestaggregate amount outstanding then in effect,
(i) at a base rate loan plus a margin ranging f880% to 2.25% , depending on Spark Energy Vestaiggregate amount outstanding then in effect or
(iii) a cost of funds rate loan plus a margin ramggirom 2.50% to 2.75% , depending on Spark En¥igytures’ aggregate amount outstanding then in
effect. Each working capital loan made as a rexfudtdrawing under a letter
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of credit bears interest on the outstanding prisdcgmount thereof from the date funded at a flgatate per annum equal to the cost of funds rate thle
applicable margin until such loan has been outstgnir more than two business days and, theredfears interest on the outstanding principal armoun
thereof at a floating rate per annum equal to Heelrate plus the applicable margin, plus 2.00%apeum. The Company incurred interest expenseerklat
to our revolving credit facilities of $0.1 millicand less than $0.1 million for the three monthseeindline 30, 2015 and 2014 , respectively,%h8 million
and less than $0.1 million for the six months endigne 30, 2015 and 2014, respectively, which isrdem in interest expense in the condensed combined
and consolidated statements of operations.

The Company also paid a commitment fee equal @%0.per annum. The Company incurred commitmenttf#aging less than $0.1 millicior each of th
three and six months ended June 30, 2015 and 20hi¢h is recorded in interest expense in the coseé combined and consolidated statements of
operations.

Deferred Financing Cosi

Deferred financing costs were $0.2 million and $@iBion as of June 30, 2015 and December 31, 20&4pectively. Of these amounts, $0.2 million is
recorded in other current assets in the condermathioed and consolidated balance sheets as of3yr2915 and December 31, 2014 , and $0.1 milkon i
recorded in other assets in the condensed combime:donsolidated balance sheet as of Decembe034,,based on the terms of the working capital
facilities.

Amortization of deferred financing costs was ldsmnt$0.1 million and $0.1 million for the three rttmended June 30, 2015 and 2014, respectively, and
$0.1 million and $0.2 million for the six monthsded June 30, 2015 and 2014, respectively, whickcsrded in interest expense in the condensed
combined and consolidated statements of operations.

NuDevco Nott

NuDevco Retail Holdings transferred Spark HoldCdsuto the Company for tr$50,000 NuDevco Note, and the limited liability gpamy agreement of
Spark HoldCo was amended and restated to admik &peargy, Inc. as its sole managing member. Tromssory note was repaid in connection with
proceeds from the Offering.

Senior Credit Facility Executed at the Offering

Concurrently with the closing of the Offering, tBempany entered into a new $70.0 million seniouset revolving credit facility (“Senior Credit
Facility”), which was set to mature on August 11@0If no event of default has occurred, the Comgdaas the right, subject to approval by the
administrative agent and each issuing bank, teas® the commitments under the Senior Credit Baaijbi to $120.0 million . The Company borrowed
approximately $10.0 million under the Senior Créditility at the closing of the Offering to repayfull the outstanding indebtedness under the Shven
Amended Credit Agreement that SEG and SE agrekd tesponsible for pursuant to an interborroweeament between SEG, SE and an affiliate. The
remaining $29.0 million of indebtedness outstandinder the Seventh Amended Credit Agreement aDffexing date was paid down by our affiliate with
its own funds concurrent with the closing of thde@ig pursuant to the terms of the interborrongneament. Following this repayment, the Seventh
Amended Credit Agreement was terminated. The Cosnpad $15 million in letters of credit issued unttex Senior Credit Facility at inception. As of
June 30, 2015, the Company had $9.0 million outhtenunder the Senior Credit Facility and $10.8liomilin letters of credit issued. The Senior Credit
Facility is available to fund expansions, acquisi and working capital requirements for operatams general corporate purposes.

At our election, interest is generally determingddference to:
« the Eurodollar-based rate plus a margin rangimg 2.75% to 3.00% depending on the overall utilization of the waidicapital facility
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e the alternate base rate loan plus a margin ngrfigdbm 1.75% to 2.00%depending on the overall utilization of the waidicapital facility; o
e acost of funds rate loan plus a margin ran@fiom 2.25% to 2.50% depending on the overall utilization of the wadkicapital facility

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

Each working capital loan made as a result of aithguunder a letter of credit or a reducing letiecredit borrowing bears interest on the outstagdi
principal amount thereof from the date funded #bating rate per annum equal to the base ratethrigpplicable margin until such loan has been
outstanding for more than two business days amdedtfter, bears interest on the outstanding prath@mount thereof at a floating rate per annum ketgua
the base rate plus the applicable margin, plus?2.p8r annum. Additionally, the Company is chargéetter of credit fee for letters of credit outsiang.
Our fee is from 2.00% to 2.50% per annum, dependimthe overall utilization of the working capifatility and what type of transaction it supports.

We pay an annual commitment fee of 0.375% or 0.8%he unused portion of the Senior Credit Facdigépending upon the unused capacity. The lending
syndicate under the Senior Credit Facility is édito several additional fees including an upfrieet annual agency fee, and fronting fees basexd on
percentage of the face amount of letters of crealable to any syndicate member that issues a &ttgedit. Commitment fees were less than $0.lamil

for both the three and six months ended June 31{ 2ad 2014.

The Company incurred total interest expense rel@tgdior and current credit facilities of $0.2 hoih and $0.2 million for the three months endedel80,
2015 and 2014, respectively, and $0.6 million add $nillion for the six months ended June 30, 2848 2014, respectively.

The Senior Credit Facility is secured by the capitack of SE, SEG and Spark HoldCo (the “Co-Borast) present and future subsidiaries, all of tioe C
Borrowers’ and their subsidiaries’ present andreifroperty and assets, including accounts reclgyatventory and liquid investments, and control
agreements relating to bank accounts.

The Senior Credit Facility contains covenants whahong other things, require the Company to mairtt@rtain financial ratios or conditions. At athes
the Company must maintain net working capital, talegnet worth and a leverage ratio to a certaiaghold. The Senior Credit Facility also contains
negative covenants that limit our ability to, amaniger things, make certain payments, distributiomsestments, acquisitions or loans.

In addition, the Senior Credit Facility containfirafiative covenants that are customary for creatilities of this type. The covenants include detwof
financial statements (including any filings madéhihe SEC, maintenance of property and insurgreyanent of taxes and obligations, material
compliance with laws, inspection of property, boaksl records and audits, use of proceeds, payrtehénk blocked accounts, notice of defaults and
certain other customary matters.

On July 8, 2015 the Company as guarantor and 3paldkCo and its subsidiaries as co-borrrowers edter® an amendment and restatement of the Senio
Credit Facility to facilitate the acquisitions of€ls and CenStar. See Note 14 “Subsequent Evemt&irther discussion.

5. Fair Value Measurements

Fair value is defined as the price that would leeired to sell an asset or paid to transfer alitglfexit price) in an orderly transaction betwamarket
participants at the measurement date. Fair valigebased on assumptions that market participantddwese when pricing an asset or liability, inchugli
assumptions about risk and the risks inherent imat@mn techniques and the inputs to valuationss Tritludes not only the credit standing of coupdeties
involved and the impact of credit enhancementsataat the impact of the Company’s own nonperformaisteon its liabilities.
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The Company applies fair value measurements titemodity derivative instruments based on the failhg fair value hierarchy, which prioritizes the
inputs to valuation techniques used to measurevdiire into three broad levels:

. Level 1—Quoted prices in active markets for titeal assets and liabilities. Instruments categatiin Level 1 primarily consist of financial
instruments such as exchange-traded derivativeimsnts.
. Level 2—Inputs other than quoted prices recoliddcevel 1 that are either directly or indirectipservable for the asset or liability,

including quoted prices for similar assets or litibs in active markets, quoted prices for idealtior similar assets or liabilities in inactive
markets, inputs other than quoted prices that bserwable for the asset or liability, and inputst thre derived from observable market data
by correlation or other means. Instruments categdrin Level 2 primarily include non-exchange taderivatives such as over-the-
counter commodity forwards and swaps and options.

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

As the fair value hierarchy gives the highest pityaio quoted prices in active markets (Level 13 éme lowest priority to unobservable data (Leveki3e
Company maximizes the use of observable inputsianoiizes the use of unobservable inputs when migggtair value. In some cases, the inputs use
measure fair value might fall in different levelstloe fair value hierarchy. In these cases, theskiMevel input that is significant to a fair valmeasureme
in its entirety determines the applicable levehe fair value hierarchy.

Nor-Derivative Financial Instruments

The carrying amount of cash and cash equivaleatsumts receivable, accounts receivable-affilisaespunts payable, accounts payable-affiliates, and
accrued liabilities recorded in the condensed caetband consolidated balance sheets approximateaiae due to the short-term nature of these items
The carrying amount of long-term debt recordedhan¢ondensed combined and consolidated balancts stgroximates fair value because of the variable
rate nature of the Company’s long-term debt. Tlrevidue of the payable pursuant to tax receivalgieement-affiliate is not determinable due to the
affiliate nature and terms of the associated agea¢mith the affiliate.

Derivative Instrument

The following table presents assets and liabilittesasured and recorded at fair value in the Compaandensed combined and consolidated balance
sheets on a recurring basis by and their leveliwithe fair value hierarchy as of (in thousands):

Level 1 Level 2 Level 3 Total

June 30, 2015

Non-trading commodity derivative assets $ — $ 89z § — $ 892
Trading commodity derivative assets — 32 — 32
Total commodity derivative assets $ — % 924 $ — % 924
Non-trading commaodity derivative liabilities $ (2,287 $ (6,949 $ — 3 (9,229
Trading commodity derivative liabilities (100) (28) — (12¢)
Total commodity derivative liabilities $ (2,389 $ (6,97) $ — (9,356
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Level 1 Level 2 Level 3 Total

December 31, 2014

Non-trading commodity derivative assets $ — % 80 $ — % 80
Trading commodity derivative assets — 13€ — 13€
Total commodity derivative assets $ — 3 21€ $ — 3 21€
Non-trading commodity derivative liabilities $ (6,810 $ (5,019 $ — % (11,827
Trading commaodity derivative liabilities (32 (145) — 77
Total commodity derivative liabilities $ (6,842 $ (5,162) $ — 3 (12,009

The Company had no financial instruments measusedjuevel 3 at June 30, 2015 and December 31, 2Uhé Company had no transfers of assets or
liabilities between any of the above levels duting six months ended June 30, 2015 and the yeaddbecember 31, 2014 .

The Company'’s derivative contracts include exchangged contracts fair valued utilizing readily éable quoted market prices and non-exchange-traded
contracts fair valued using market price quotatiavesilable through brokers or over-the-counter amdine exchanges. In addition, in determining féie
value of the Company’s derivative contracts, thenfany applies a credit risk valuation adjustmengftect credit risk which is calculated based toa t
Company'’s or the counterparty’s historical creidiks. As of June 30, 2015 and December 31, 24 ¢riedit risk valuation adjustment was not makteria

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdht@ns in the price of electricity and naturas gaad basis costs, storage and ancillary capduitsge:
from independent system operators. The Companydesestive instruments to manage exposure to thiske, and historically designated certain
derivative instruments as cash flow hedges for aetiog purposes. For derivatives designated inadifying cash flow hedging relationship, the effeet
portion of the change in fair value is recognize@c¢cumulated other comprehensive income (“OCIt) matlassified to earnings in the period in which t
hedged item affects earnings. Any ineffective mortof the derivative’s change in fair value is moiaed currently in earnings. As of June 30, 20dd a
2014, the Company had not designated any derivatsteuments as cash flow hedges.

The Company also holds certain derivative instrusiémat are not held for trading purposes but @ @ot designated as hedges for accounting puspose
These derivative instruments represent economigdtethat mitigate the Company’s exposure to fluzina in commodity prices. For these derivative
instruments, changes in the fair value are receghaurrently in earnings in retail revenues oriretast of revenues.

As part of the Company’s strategy to optimize gseds and manage related risks, it also managasfalip of commodity derivative instruments hetat f
trading purposes. The Company’s commodity tradutiyidies are subject to limits within the CompasRisk Management Policy. For these derivative
instruments, changes in the fair value are receghéirrently in earnings in net asset optimizat@renues.

Derivative assets and liabilities are presentedmtite Companys condensed combined and consolidated balancesshieh the derivative instruments
executed with the same counterparty under a masténg arrangement. The Company’s derivative emt$rinclude transactions that are executed both on
an exchange and centrally cleared as well as éeecounter, bilateral contracts that are transatitedtly with a third party. To the extent the Quany

has paid or received collateral related to thevdéikie assets or liabilities, such amounts woulgtesented net against the related derivative asset
liability’s fair value. As of June 30, 2015 and Betber 31, 2014, the Company had paid $0.2 millimhzero in collateral, respectively. The specifipes

of derivative instruments the Company may executedanage the commaodity price risk include the foit:

e Forward contracts, which commit the Company to pase or sell energy commaodities in the ful
< Futures contracts, which are exchatgeled standardized commitments to purchase oa selimmodity or financial instrume
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e Swap agreements, which require payments tooon frounterparties based upon the differential betvie/o prices for a predetermined notional
quantity; and
e Option contracts, which convey to the option holither right but not the obligation to purchase dir&seommodity

The Company has entered into other energy-relaipttacts that do not meet the definition of a darixe instrument or qualify for the normal purchase
normal sale exception and are therefore not aceduot at fair value including the following:

(10] Forward electricity and natural gas purchase cotgtrfar retail customer load, and
(10) Natural gas transportation contracts and storaggeagents.

Volumetric Underlying Derivative Transactions

The following table summarizes the net notionalmoé buy/(sell) of the Company’s open derivativefiaial instruments accounted for at fair value,
broken out by commodity, as of:

Nor-trading

Commodity Notional June 30, 2015 December 31, 2014
Natural Gas MMBtu 6,671 9,69(
Natural Gas Basis MMBtu 1,30: 2,71C
Electricity MWh 78¢ 607
Trading

Commodity Notional June 30, 2015 December 31, 2014
Natural Gas MMBtu 627 (15%)
Natural Gas Basis MMBtu (78) (56)

Gains (Losses) on Derivative Instruments

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

Three Months Ended June 30,

2015 2014

Loss on non-trading derivatives, net (includingslos non-trading derivatives—affiliates,

net of $0 and $157 for the three months ended 30n2015 and 2014, respectively) $ (4,04) % (4,439
Gain (loss) on trading derivatives, net (includiogs on trading derivatives—affiliates, net

of $0 and $866 for the three months ended Jun2®® and 2014, respectively) (19) 41¢
Loss on derivatives, net (4,055 (4,019
Current period settlements on non-trading deristiv 4,32¢ (97)
Current period settlements on trading derivativiesli{ding current period settlements on

trading derivatives—affiliates, net of $0 and $866the three months ended June 30, 2(

and 2014, respectively) 28 38
Total current period settlements on derivatives $ 4,35 $ (59
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Six Months Ended June 30,

2015 2014

Gain (loss) on non-trading derivatives, net $ (5,24) $ 7,01(
Loss on trading derivatives, net (including lossmading derivatives—affiliates, net of $0

and $1,792 for the six months ended June 30, 26d%2@14, respectively) (119 (5,570
Gain (loss) on derivatives, net (5,360 1,44(
Current period settlements on non-trading deriestiv 8,44: (12,99¢)
Current period settlements on trading derivativesl{ding current period settlements or

trading derivatives—affiliates, net of $0 and $1B68r the six months ended June 30, 2!

and 2014, respectively) 10t 2,742
Total current period settlements on derivatives $ 8547 $ (210,25¢)

Gains (losses) on trading derivative instrumengsracorded in net asset optimization revenues aimgs glosses) on non-trading derivative instrumengs
recorded in retail revenues or retail cost of res=non the condensed combined and consolidatenrgtats of operations.

Fair Value of Derivative Instrumen

The following tables summarize the fair value affdeiting amounts of the Company’s derivative instents by counterparty and collateral received or

paid as of (in thousands):

June 30, 2015

Gross Cash
Amounts Collateral Net Amount
Description Gross Assets Offset Net Assets Offset Presented
Non-trading commodity derivatives 2,37( $ (1,479 89z $ = $ 89z
Trading commodity derivatives 10€ (74) 32 — 32
Total Current Derivative Assets 2,47¢ (1,557) 924 = 924
Non-trading commodity derivatives 40C (400) — — —
Total Non-current Derivative Assets 40C (400 — — —
Total Derivative Assets 2,87¢ $ (1,957) 924 $ — $ 924
June 30, 2015
Gross Cash
Gross Amounts Net Collateral Net Amount
Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives (10,38 % 1,47¢ (8,907) $ 21C $ (8,69)
Trading commodity derivatives (202) 74 (12§) — (128§
Total Current Derivative Liabilities (10,58 1,552 (9,03%) 21C (8,825
Non-trading commodity derivatives (937) 40C (537) — (531)
Total Non-current Derivative Liabilities (931) 40C (531) — (53))
Total Derivative Liabilities (11519 1,95: (9,566) % 21C $ (9,35¢)
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December 31, 2014

Gross Cash
Amounts Collateral Net Amount
Description Gross Assets Offset Net Assets Offset Presented
Non-trading commodity derivatives 3,642 $ (3567 % 80 $ 8C
Trading commodity derivatives 234 (99 13€ 13¢€
Total Current Derivative Assets 3,87¢ (3,660) 21€ 21¢€
Non-trading commodity derivatives 31z (313) — —
Total Non-current Derivative Assets @8Il (313) — —
Total Derivative Assets 4,18¢ $ (397) % 21€ $ 21€
December 31, 2014
Gross Cash
Gross Amounts Net Collateral Net Amount
Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives (1491) % 3,56: $ (11,349 — $ (11,349
Trading commodity derivatives (275) 98 177) — 77
Total Current Derivative Liabilities (15,18¢) 3,66( (11,52¢) — (11,52¢)
Non-trading commodity derivatives (791) 313 (47¢) — (47¢)
Total Non-current Derivative Liabilities (791) g (47¢) = (47¢)
Total Derivative Liabilities (15,97) % 3,97 $ (12,009 — $ (12,009

7. Equity

Class A Common Stock

The Company has a total of 3,097,193 shares @fitss A common stock outstanding at June 30, 2B4éh share of Class A common stock holds
economic rights and entitles its holder to one woteall matters to be voted on by shareholdersrgdine

Class B Common Stock

The Company has a total of 10,750,000 shares @fidss B common stock outstanding at June 30, ZBdéh share of Class B common stock, all of which
is held by NuDevco, has no economic rights buttlestits holder to one vote on all matters to beed@n by shareholders generally.

Holders of Class A common stock and Class B comstock vote together as a single class on all ngftersented to our shareholders for their vote or
approval, except as otherwise required by applekbl or by our certificate of incorporation.

Preferred Stocl
The Company has 20,000,000 shares of authorizédrpd stock of which there are no issued and aunthihg shares at June 30, 2015.
Earnings Per Shar

Basic earnings per share (“EPS") is computed bidilig net income attributable to shareholders (themerator) by the weighted-average number of Class
A common shares outstanding for the period (thed@nator). Class B common shares are not includéda calculation of basic earnings per share
because they have no economic interest in the CoynRdluted earnings per share is similarly caltedgexcept that the denominator is increased (hpus
the treasury stock method to determine the potetitigive effect of the Company's outstanding usteel restricted stock units and (2) using the if-
converted method to determine the potential ditugffect of the
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Company's Class B common stock. For the three iamdanths ended June 30, 2015, the Company's wi/esstricted stock units were not recognized in
dilutive earnings per share as they would have laeédilutive. For the three months ended Jun&BQ@5, the Class B common stock conversion to Gk
common stock was not recognized in dilutive earsipegr share as the effect of the conversion woaldrtidilutive.

The following table presents the computation ohaays per share for the three month and six moettogds ended June 30, 2015 (in thousands, except pe
share data):

Three Months Ended Six Months Ended
June 30, 2015 June 30, 2015

Net income attributable to shareholders of Clago#mon stock $ 70€& $ 3,113
Basic weighted average Class A common shares odista 3,062 3,031
Basic EPS attributable to shareholders $ 0.2¢ $ 1.0¢
Net income attributable to shareholders of Clago#mon stock $ 70€& $ 3,113
Effect of conversion of Class B common stock tarsbaf Class A common

stock — 8,30¢
Diluted net income attributable to shareholder€lass A common stock 70€& 11,42¢
Basic weighted average Class A common shares odista 3,06z 3,031
Effect of dilutive Class B common stock — 10,75(
Effect of dilutive restricted stock units — —
Diluted weighted average shares outstanding 3,062 13,781
Diluted EPS attributable to shareholders $ 02 0.82

Nor-controlling Interest

From the Offering to May 4, 2015, the Company owae&tl.82% economic interest in Spark HoldCo, anBé&luco owned a 78.18% economic interest in
Spark HoldCo. At June 30, 2015, the Company ow22.a7% economic interest in Spark HoldCo, andéssible managing member in Spark HoldCo, and
NuDevco owns i77.63% economic interest in Spark HoldCo. As altethe Company has consolidated the financialtpmsand results of operations of
Spark HoldCo and reflected the economic interestemiAby NuDevco as a non-controlling interest.

8. Stock-Based Compensation
Restricted Stock Uni

In connection with the Offering, the Company addptes Spark Energy, Inc. Long-Term Incentive Pliwe (LTIP") for the employees, consultants and
directors of the Company and its affiliates whofpen services for the Company. The purpose of thiPLis to provide a means to attract and retain
individuals to serve as directors, employees am$utents who provide services to the Company fiydihg such individuals a means to acquire and
maintain ownership of awards, the value of whictiéd to the performance of the Company's Classrmon stock. The LTIP provides for grants of cash
payments, stock options, stock appreciation riglesstricted stock or units, bonus stock, divideqdiealents, and other stock-based awards withdta t
number of shares of stock available for issuanckeuthe LTIP not to exceed 1,375,000 shares.

On August 1, 2014, the Company granted restridimckaunits to our employees, non-employee direcoid certain employees of our affiliates who
perform services for the Company. The restrictedkstinit awards vest over a nine month period tar-employee directors and ratably over approximi
three or four years for officers,
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employees, and employees of affiliates, dependingears of service at the grant date, with théalnfesting date occurring on May 4, 2015 and each
subsequent vesting date occurring each May 4 tfiere®n May 18, 2015, the Company granted resilictock units to certain employees and non-
employee directors. These restricted stock unitrdsveest ratably over one to four years, respdgtivath the first vesting occurring on May 18, 8and
each subsequent vesting date occurring each Méyet8after. Each restricted stock unit is entitedeceive a dividend equivalent when dividends are
declared and distributed to shareholders of ClassrAmon stock. These dividend equivalents entitehtolder to additional restricted stock units etffes
as of the record date of such dividends and vegted the same schedule as the underlying restrstéett unit. In accordance with ASC 718,
Compensation - Stock Compensation (“ASC 718Re Company measures the cost of awards clabsifiequity awards based on the grant date faieval
of the award and the Company measures the costasfla classified as liability awards at the failueaof the award at each reporting period. The Caomy
has utilized an estimated 6% annual forfeiture ochtestricted stock units in determining the fatue for all awards excluding those issued to etiee
level recipients and non-employee directors, foicWimo forfeitures are estimated to occur. The Camyphas elected to recognize related compensation
expense on a straight-line basis over the assdoi@sting periods. Although the restricted stocitsuallow for cash settlement of the awards atsthle
discretion of management of the Company, manageimtamtds to settle the awards by issuing sharéiseo€ompany’s Class A common stock.

On May 4, 2015, 118,629 restricted stock unitseasstvith 97,193 shares of common stock distribtrettie holders of these units and with 21,436 share
of common stock withheld by the Company to covgesaowed on the vesting of such units.

Equity Classified Restricted Stock Ur

Restricted stock units issued to employees andesffiof the Company are classified as equity awdtus fair value of the equity classified restritgtock
units was based on the Company’s Class A commak gtice as of the grant date, and the Companygrezed stock based compensation expen$e df
million for the three months ended June 30, 20X6%Mh7 million for the six months ended June 30,2 general and administrative expense and a
corresponding increase to additional paid in capgita compensation expense was recorded for the gemods in 2014 as there were no LTIP awards
outstanding.

The following table summarizes equity classifiestrieted stock unit activity and unvested restdctock units for the six months ended June 305201

Weighted Average Grant Date Fair

Number of Shares Value
Unvested at December 31, 2014 256,88: $ 17.9¢
Granted 84,00( 13.42
Dividend reinvestment issuances 13,45t 14.2¢
Vested (69,317) 17.8¢
Forfeited (11,167 17.2C
Unvested at June 30, 2015 273,86 $ 16.42

As of June 30, 2015, there was $4.5 million ofltataecognized compensation cost related to theg@oryls equity classified restricted stock unitsicivh
is expected to be recognized over a weighted aegragod of approximately 3.1 years.

Liability Classified Restricted Stock Un

Restricted stock units issued to non-employee tlireof the Company and employees of certain ofaffiliates are classified as liability awards in
accordance with ASC 718 as the awards are eith&yton-employee directors that allow for the resripto choose net settlement for the amount of
withholding taxes dues upon vesting or b) to empdémsyof certain affiliates of the Company and aeegtore not deemed to be employees of the Company.
The
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fair value of the liability classified restrictetbsk units was based on the Company’s Class A camstaxk price as of the reported period ending date
the Company recognized stock based compensati@nsgmf $0.2 million for the three months endec R0y 2015 and $0.5 million for the six months
ended June 30, 2015 in general and administratiperese and a corresponding increase to liabilifief June 30, 2015, the Company's liabilitiested
to these restricted stock units were recordedheroturrent liabilities and other non-current lldigis of $0.2 million and zero , respectively. No
compensation expense was recorded for the sanmpen 2014 as there were no LTIP awards outstgndin

The following table summarizes liability classifiesbtricted stock unit activity and unvested resd stock units for the six months ended JunG05:

Weighted Average Reporting Date Fair

Number of Shares Value
Unvested at December 31, 2014 124,09 $ 14.0¢
Granted 16,20( 15.7¢
Dividend reinvestment issuances 5,53t 15.7¢
Vested (49,31)) 12.6¢
Forfeited — —
Unvested at June 30, 2015 96,51. $ 15.7¢

As of June 30, 2015, there was $1.5 millafrtotal unrecognized compensation cost relatatiédCompany's liability classified restricted starkts, whicl
is expected to be recognized over a weighted aggragod of approximately 1.7 years.

9. Taxes
Income Taxe

The Company accounts for income taxes using thetsaaad liabilities method. Deferred tax assetsliabdities are recognized for future tax conseaues
attributable to differences between the finandiaesnent carrying amounts of existing assets atiilies and those assets and liabilities tax ®atbe
Company applies existing tax law and the tax fa&t the Company expects to apply to taxable incontiee years in which those differences are expecte
to be recovered or settled in calculating the detketax assets and liabilities. Effects of charigeax rates on deferred tax assets and liabildres
recognized in income in the period of the tax Etactment.

The Company periodically assesses whether it ierilkely than not that it will generate sufficigiakable income to realize its deferred income tbets.

In making this determination, the Company consi@dravailable positive and negative evidence aa#tes certain assumptions. The Company considers,
among other things, its deferred tax liabilitid® bverall business environment, its historicahigys and losses, current industry trends, anoliti®ok for
future years. The Company believes it is more yikean not that the deferred tax assets will biezatl.

Prior to the Offering, the business of the Compaag not subject to U.S. federal income tax as tmgany's operations were conducted in flow-through
entities. As a result of the Offering, the Companoy operates as a corporation and is subject tofeddgral income taxation on our allocable share of
taxable income from Spark HoldCo.

As of June 30, 2015, the Company had a net deféaredsset of approximately $15.6 million relatedhte step up in tax basis resulting from the paseh
by the Company of Spark HoldCo units from NuDevodlee Offering date. In addition, as of June 3@,3@he Company had a long-term liability®#0.€
million for the effect of the Tax Receivable Agreemh liability (See Note 11 “Transactions with Aifites” for further discussion) and a correspondamgy-
term deferred tax asset of approximately $7.8 amilli
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The effective U.S. federal and state income ta f@t the six months ended June 30, 2015 is 5.3%hmespect to pre-tax income attributable to the
Company's stockholders. Total income tax expensthéosix months ended June 30, 2015 differed fmomunts computed by applying the U.S. federal
statutory tax rates to ptex income due primarily to state taxes and theaichpf permanent differences between book and teiabome, most notably tt
income attributable to noncontrolling interest.

10. Commitments and Contingencies

From time to time, the Company may be involveceigal, tax, regulatory and other proceedings irotld@ary course of business. Management does not
believe that we are a party to any litigation, igior proceedings that will have a material immarcthe Company’s condensed combined and consdlidate
financial condition or results of operations.

11. Transactions with Affiliates

The Company enters into transactions with and paytain costs on behalf of affiliates that are camiy controlled in order to reduce risk, reduce
administrative expense, create economies of stadate strategic alliances and supply goods amitssrto these related parties. The Company also se
and purchases natural gas and electricity withiatifis. The Company presents receivables and payalith the same affiliate on a net basis in the
condensed combined and consolidated balance sieetkaffiliate activity is with parties under cormon control.

Accounts Receivable and Paye-Affiliates

The Company recorded current accounts receivalilat#s of $0.5 million and $1.2 million as of Ju80, 2015 and December 31, 2Qtdspectively, an
current accounts payable-affiliates of $0.8 millaomd $1.0 million as of June 30, 2015 and Decer8beP014, respectively for certain direct billireysd
cost allocations for services the Company providesffiliates and sales or purchases of naturabgaselectricity with affiliates.

Prepaid Asse-Affiliates

Prior to April 2015, the Company incurred and sujosatly billed or allocated costs of certain empleyenefit costs of behalf of affiliates commonly
controlled by NuDevco. In April 2015, the Compargghn prepaying NuDevco for costs of certain empddyenefits to be provided through the
Company'’s benefit plans and recorded current pdepssets-affiliates of $0.2 million as of June 301 5.

Revenues and Cost of Revel-Affiliates

Beginning on August 1, 2013, the Company and amatfidiate entered into an agreement whereby tbm@any purchased natural gas from the affiliate at
the tailgate of the Marlin plant. Cost of revenadfliates, recorded in net asset optimization raes in the condensed combined and consolidated
statements of operations for the three months eddee 30, 2015 and 2014 related to this agreemem $8.1 million and $9.8 million , respectivelyost

of revenues-affiliates, recorded in net asset dpétion revenues in the condensed combined andtdated statements of operations for the six m@nth
ended June 30, 2015 and 2014 related to this agraemere $6.2 million and $17.9 million , respeebw

The Company also purchased natural gas at a ndartyparty plant inlet which was then sold to ffiliate. Revenues-affiliates, recorded in neteass
optimization revenues in the condensed combinedccandolidated statements of operations for thesthrl six months ended June 30, 2014 related to
these sales were $4.6 million and $7.1 milliorspeztively. There were no such revenues in 2015.

Additionally, the Company entered into a naturad gansportation agreement with Marlin, at Marlipipeline, whereby the Company transports retail
natural gas and pays the higher of (i) a minimunmtily payment or (ii) a
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transportation fee per MMBtu times actual volunrassported. The current transportation agreemesitseato expire on February 28, 2013, but was
extended for three additional years at a fixed pareMMBtu without a minimum monthly payment. Indkd in the Company’s results are cost of revenues-
affiliates, recorded in retail cost of revenueshia condensed combined and consolidated stateimieoperations related to this activity, which wasd

than $0.1 million for both the three and six morghsled June 30, 2015 and 2014 , respectively.

Prior to the Offering, the Company also purchadedtecity for an affiliate and sold the electricito the affiliate at the same market price that@ompan
paid to purchase the electricity. There were nessaf electricity to the affiliate for the three ntles and six months ended June 30, 2015. Theré&Wa@s
million in sales of electricity to the affiliate féhe three months ended June 30, 2014 and $2idmrfidr the six months ended June 30, 2014, wiich
recorded in retail revenues-affiliate in the corsghcombined and consolidated statements of opesati

Also included in the Company'’s results are coseoenues-affiliates related to derivative instrutegrecorded in net asset optimization revenuésan
condensed combined and consolidated statemenfeddtions. There was no cost of revenues-affilisgizted to derivative instruments for the threé an
six months ended June 30, 2015. There was a Id&3.@fmillion and $0.7 million for the three and sionths ended June 30, 2014, respectively.

Cost allocations

The Company paid certain expenses on behalf dfaé, which are reimbursed by the affiliatesht® €Company, including costs that can be specificall
identified and certain allocated overhead costsd@ated with general and administrative serviaesluding executive management, facilities, banking
arrangements, professional fees, insurance, intismaervices, human resources and other supppartieents to the affiliates. Where costs incurned o
behalf of the affiliate could not be determineddpgcific identification for direct billing, the cisswere primarily allocated to the affiliated eiest based on
percentage of departmental usage, wages or headddentotal amount direct billed and allocateaffdiates was $0.7 million and $1.3 million foreh

three months ended June 30, 2015 and 2014, resggctind $1.6 million and $3.3 million for the shonths ended June 30, 2015 and 2014, respectively,
which is recorded as a reduction in general andradtrative expenses in the condensed combineatansblidated statements of operations.

The Company pays residual commissions to an aéifiar all customers enrolled by the affiliate whey their monthly retail gas or retail electricityl. No
commissions were paid to the affiliate for the éhoe six months ended June 30, 2015. Less thamdilidn commissions were paid to the affiliate toe
three months ended June 30, 2014, and $0.1 mfthiothe six months ended June 30, 2014, whichdsrded in general and administrative expense in the
condensed combined and consolidated statemenfseddtions. This agreement with the affiliate wamteated in May 2014.

Member Distributions and Contributiol

During the six months ended June 30, 2015 , thegaomnmade distributions to NuDevco in connectiothvs holdings of units of Spark HoldCo of $7.8
million in conjunction with the payment of its fdbrquarter 2014 and first quarter 2015 distribugiohdditionally, during the three and six monthslesh
June 30, 2015, the Company received a contribditeon NuDevco of $0.1 millioras NuDevco forgave an account payable due to NubDthat arose fror
the payment of withholding taxes related to theingsof restricted stock units of certain employeésluDevco who perform services for the Company.
During the six months ended June 30, 2014 , thegaoynmade net capital distributions to W. Keith MaX 11l of $43.5 million . In contemplation of the
Companys initial public offering, the Company entered iato agreement with an affiliate in April 2014 tampanently forgive all net outstanding accot
receivable balances from the affiliate through@ffering date. As a result, the accounts receivhblances from the affiliate have been eliminated a
presented as a distribution to W. Keith Maxwellfdt 2014 .
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Tax Receivable Agreement

Concurrently with the closing of the Offering, tBempany entered into a Tax Receivable Agreemett 8iark HoldCo, NuDevco Retail Holdings and
NuDevco Retail. This agreement generally providestie payment by the Company to NuDevc85% of the net cash savings, if any, in U.S. federa
state and local income tax or franchise tax that@Gbmpany actually realizes (or is deemed to re@izertain circumstances) in future periods eesalt of

(i) any tax basis increases resulting from the Ipase by the Company of Spark HoldCo units from NuddeRetail Holdings in connection with the
Offering, (ii) any tax basis increases resultirgrirthe exchange of Spark HoldCo units for shareglass A common stock pursuant to the ExchangetRigh
(or resulting from an exchange of Spark HoldCosufot cash pursuant to the Cash Option) and fil) immputed interest deemed to be paid by the
Company as a result of, and additional tax bagingrfrom, any payments the Company makes undet &x Receivable Agreement. The Company re

the benefit of the remaining 15% of these tax sgaiisee Note 9 “Taxes” for further discussion obants recorded in connection with the Offering.

In certain circumstances, the Company may defeadrally defer any payment due (a “TRA Payment’jhie holders of rights under the Tax Receivable
Agreement, which are NuDevco Retail Holdings andBco Retail. No TRA Payment will be made durind.20and any future TRA Payments due with
respect to a given taxable year are expected paioein December of the subsequent calendar year.

During the five -year period commencing Octobe2d14, the Company will defer all or a portion ofarRA Payment owed pursuant to the Tax
Receivable Agreement to the extent that Spark Hold@:s not generate sufficient Cash Available fistribution (as defined below) during the four-
quarter period ending September 30th of the apgkcgear in which the TRA Payment is to be madanramount that equals or exceeds 130% (the “TRA
Coverage Ratio”) of the Total Distributions (asidefl below) paid in such four-quarter period by iBpg4oldCo. For purposes of computing the TRA
Coverage Ratio:

e “Cash Available for Distribution” is generallyefined as the Adjusted EBITDA of Spark HoldCo foe tapplicable period, less (i) cash interest paid
by Spark HoldCo, (ii) capital expenditures of SpailddCo (exclusive of customer acquisition costs) §ii) any taxes payable by Spark HoldCo;
and

e “Total Distributions” are defined as the aggregdistributions necessary to cause the Comparsctive distributions of cash equal to (i) the
targeted quarterly distribution the Company intetedgay to holders of its Class A common stock p#&yduring the applicable fowuarter period
plus (ii) the estimated taxes payable by the Complaming such four-quarter period, plus (iii) thepected TRA Payment payable during the
calendar year for which the TRA Coverage Raticeim tested.

In the event that the TRA Coverage Ratio is nasfatl in any calendar year, the Company will defiéor a portion of the TRA Payment to NuDevco
under the Tax Receivable Agreement to the extecgssary to permit Spark HoldCo to satisfy the TRA&age Ratio (and Spark HoldCo is not required
to make and will not make the pro rata distribusiom its members with respect to the deferred @of the TRA Payment). If the TRA Coverage Radio i
satisfied in any calendar year, the Company wil BaDevco the full amount of the TRA Payment.

Following the five -year deferral period, the Comypavill be obligated to pay any outstanding defdf&kR A Payments to the extent such deferred TRA
Payments do not exceed (i) the lesser of the Coy'ganoportionate share of aggregate Cash Avail@olBistribution of Spark HoldCo during the five-
year deferral period or the cash distributions alttueceived by the Company during tihve -year deferral period, reduced by (ii) the sumafthe
aggregate target quarterly dividends (which, ferpirposes of the Tax Receivable Agreement, wi$®h&8625 per share per quarter) during the fiva-yea
deferral period, (b) the Company's estimated taxemg the fiveyear deferral period, and (c) all prior TRA Paynsead (y) if with respect to the quarte
period during which the deferred TRA Payment ieotlise paid or payable, Spark HoldCo has or reddpmketermines it will have amounts necessary to
cause the Company to receive distributions of eaglal to the target quarterly distribution payahleing that quarterly period. Any portion of theeteed
TRA Payments not payable due to these limitatiotisw longer be payable.
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12. Segment Reporting

The Company’s determination of reportable busisegsnents considers the strategic operating unétsrumhich the Company makes financial decisions,
allocates resources and assesses performanceeathitsand asset optimization businesses.

The Company’s reportable business segments aiknataral gas and retail electricity. The retatural gas segment consists of natural gas saglasdo
natural gas transportation and distribution fosjdential and commercial customers. Asset optirunactivities, considered an integral part of semuthe
lowest price natural gas to serve retail gas laagl part of the retail natural gas segment. The g2my recorded asset optimization revenues of $23.0
million and $46.7 million and asset optimizatiorstof revenues of $23.1 million and $46.5 milliam the three months ended June 30, 2015 and 2014,
respectively, which are presented on a net basissnt optimization revenues. The Company recadset optimization revenues of $93.0 million and
$179.6 million and asset optimization cost of raxesnof $91.1 million and $177.8 million for the sronths ended June 30, 2015 and 2014, respectively,
which are presented on a net basis in asset optiimizrevenues.The retail electricity segment iasif electricity sales and transmission to ragideanc
commercial customers. Corporate and other cornsigispenses and assets of the retail natural ghsegail electricity segments that are managed at a
consolidated level such as general and adminigtratkpenses.

To assess the performance of the Company’s opgrsgigments, the Chief Operating Decision Makeryaeslretail gross margin. The Company defines
retail gross margin as operating income plus (Preeiation and amortization expenses and (ii) gdraerd administrative expenses, less (i) net asset
optimization revenues, (ii) net gains (losses) enwtive instruments, and (iii) net current pergah settlements on derivative instruments. Thagamy
deducts net gains (losses) on derivative instrusp@xcluding current period cash settlements, fitwaretail gross margin calculation in order to ogm

the non-cash impact of net gains and losses oxadé instruments.

Retail gross margin is a primary performance meassed by our management to determine the perfaenafour retail natural gas and electricity
business by removing the impacts of our asset ggdiion activities and net non-cash income (losg)act of our economic hedging activities. As an
indicator of our retail energy business’ operatiegformance, retail gross margin should not beidensd an alternative to, or more meaningful than,
operating income, as determined in accordance GAtAP.

Below is a reconciliation of retail gross marginrioome before income tax expense (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Reconciliation of Retail Gross Margin to Income bedre taxes
Income before income tax expense $ 508: $ 33z % 18,571 $ 6,87:
Interest and other income (187 Q) (322 (72)
Interest expense 207 222 58¢ 53¢
Operating Income 5,10¢ 554 18,83¢ 7,331
Depreciation and amortization 5,231 3,252 9,50¢ 6,211
General and administrative 12,97¢ 9,743 27,68 17,86(
Less:
Net asset optimization revenue (67) 197 1,862 1,821
Net, Gains (losses) on non-trading derivative umsgnts (4,04 (4,43¢) (5,24)) 7,01(
Net, Cash settlements on non-trading derivativeunsents 4,32¢ 97) 8,44% (12,99¢)
Retail Gross Margin $ 23,090 $ 17,89. $ 50,967 $ 35,57¢
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The Company uses retail gross margin and net apfigiization revenues as the measure of profibss for its business segments. This measure rejs
the lowest level of information that is providecdthe chief operating decision maker for our refugagegments.

Financial data for business segments are as follmahousands):

Retail Retail Corporate
Three Months Ended June 30, 2015 Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 44,07 $ 21,36 % — % — % 65,43
Retail cost of revenues 32,74 9,37t — — 42,12(
Less:
Net asset optimization revenues — (67) — — (67)
Gains (losses) on non-trading derivatives (4,692 651 — — (4,047
Current period settlements on non-trading
derivatives 2,357 1,971 — — 4,32¢
Retail gross margin $ 13,66: $ 9431 $ — % — % 23,09¢
Total Assets $ 62,457 $ 9385 $ 33,72«  $ (81,49) $ 108,54(
Retail Retail Corporate
Three Months Ended June 30, 2014 Electricity Natural Gas and Other Eliminations Spark Retail
Total revenues $ 42,771 $ 23,16¢ $ — 3 — 65,94(
Retail cost of revenues 35,75:¢ 16,63¢ — — 52,38’
Less:
Net asset optimization revenues — 197 — — 197
Gains (losses) on non-trading derivatives (4,297 (147) — — (4,439
Current period settlements on non-trading deriestiv 542 (639) — — 97)
Retail gross margin $ 10,770 $ 7,118 $ — 3 — 3 17,89:
Total Assets $ 38,60¢ $ 79,57C % 1,62 3% (33,34) $ 86,45¢
Retail Retail Corporate
Six Months Ended June 30, 2015 Electricity Natural Gas and Other Eliminations Spark Retail
Total revenues $ 88,52 $ 78,71t $ —  $ —  $ 167,23
Retail cost of revenues 68,36 42,84: — — 111,20°
Less:
Net asset optimization revenues — 1,862 — — 1,862
Gains (losses) on non-trading derivatives (5,324 83 — — (5,247
Current period settlements on non-trading
derivatives 2,25¢ 6,18/ — — 8,44
Retail gross margin $ 2322: % 27,74 $ —  $ — % 50,967
Total Assets $ 62,457 $ 93,85: $ 33,72 $ (81,499 $ 108,54(
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Retail Retail Corporate
Six Months Ended June 30, 2014 Electricity Natural Gas and Other Eliminations Spark Retalil

Total revenues $ 86,21¢ $ 85,697 $ —  $ —  $ 171,91¢
Retail cost of revenues 73,37( 67,13¢ — — 140,50¢
Less:

Net asset optimization revenues — 1,821 — — 1,821
Gains (losses) on non-trading derivatives 5,59¢ 1,41« — — 7,01C
Current period settlements on non-trading deriestiv (10,49¢ (2,507 — — (12,999
Retail gross margin $ 17,74¢ 3 17,82¢ $ —  $ —  $ 35,57¢
Total Assets $ 38,60¢ $ 79,57C % 1,62 3 (33,34) $ 86,45¢

Significant Customers

For the three and six months ended June 30, 2@&5had one significant customer that individuattg@unted for more than 10% of the Company’s
consolidated net asset optimization revenues.Heothiiree and six months ended June 30, 2014, wibbadnd onesignificant customers, respectively, t
individually accounted for more than 10% of the Qamy’s combined net asset optimization revenues.

For the three and six months ended June 30, 204 2@, no individual customer accounted for mbent10% of the Company's combined and
consolidated retail electricity or retail naturalsgotal revenues.

Significant Suppliers

For the three and six months ended June 30, 20&5had three and omedividual suppliers, respectively, that individlyahccounted for more than 10%
the Company'’s consolidated net asset optimizageemues cost of revenues. For the three and sithmended June 30, 2014, we had three and two
significant suppliers, respectively, that indivitlyaccounted for more than 10% of the Companyisibimed net asset optimization revenues cost of
revenues.

For the three and six months ended June 30, 2BE5Gompany had two and three significant suppliespectively, that individually accounted for mor
than 10% of the Company’s consolidated retail elgty retail cost of revenues. For the three amdsonths ended June 30, 2014, the Company had one
significant supplier that individually accounted foore than 10% of the Company's combined retadtgtity retail cost of revenues.

For the three and six months ended June 30, 2012@t¥, no individual supplier accounted for mdrant 10% of the Company's combined and
consolidated retail natural gas retail cost of neas.

13. Customer Acquisitions

On March 3, 2015, the Company entered into a psechad sale agreement for the purchase of apprtetin2b,800 residential and commercial natural
gas contracts in Northern California for a purchaisee of approximately $2.0 million . The transantclosed in April 2015. The purchase price wél b
capitalized as intangible assets - customer aduisito be amortized over a thrgear period as customers begin using natural gadsruncontract with tt
Company.

14. Subsequent Events

Declaration of Dividend:

On July 23, 2015, the Company declared a quartiévigend of $0.3625 to holders of record of ourssl& common stock on August 31, 2015 and payable
on September 14, 2015.

Credit Facility
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On July 8, 2015, the Company as guarantor, andk$peldCo, LLC (“Spark HoldCo” or the “Borrower, aridgether with the subsidiaries of Spark
HoldCo, LLC, the “Co-Borrowers”) entered into anemdment and restatement of the Senior Credit Baaithich consists of a senior secured revolving
working capital facility of $60.0 million (the “Waing Capital Line”) and a $25.0 million secured aing line of credit (the “Acquisition Line”) tod
used specifically for the financing of up to 75%tloé cost of acquisition transactions with the rierther to be financed by the Company either throzegh
on hand or the issuance of subordinated debt. €h@6Credit Facility will mature on July 8, 201@damay be extended one year with lender consent.
Borrowings under the Acquisition Line will be re@d5% per year with the remaining 50% due at migtufihe Company capitalized $0.8 million in
deferred financing costs in conjunction with thisemdment and restatement and expensed $0.1 niillideferred financing costs previously capitalized
related to the prior Senior Credit Facility. At slog, the Company borrowed $6.2 million utilizedfie closing of the CenStar acquisition (see “Asijigin
of CenStar Energy Corp” below).

At the Borrower’s election, interest under the WigkCapital Line is generally determined by refeesto:

- the Eurodollar rate plus an applicable marginmto 3.0% per annum (based upon the prevailingation); or

- the alternate base rate plus an applicable mafgip to 2.0% per annum (based upon the prevailtitigation). The alternate base rate is equahé
highest of (i) Société Générale’s prime rate,t(ig federal funds rate plus 0.5% per annum, Qrtfié reference Eurodollar rate plus 1.0%; or

- the rate quoted by Société Générale as its ¢dshds for the requested credit plus up to 2.5%ap@mum (based upon the prevailing utilization).

The interest rate is generally reduced by 25 hasigs if utilization under the Working Capital lans below fifty percent. Borrowings under the
Acquisition Line are generally determined by refeeto:

- the Eurodollar rate plus an applicable marginmto 3.75% per annum (based upon the prevailitigaiton); or

- the alternate base rate plus an applicable maifgip to 2.75% per annum (based upon the prewgailtitization). The alternate base rate is equah¢o
highest of (i) Société Générale's prime rate tfi#) federal funds rate plus 0.5% per annum, grtfié reference Eurodollar rate plus 1.0%.

The Co-Borrowers pay an annual commitment fee 31®% or 0.5% on the unused portion of the Workiagi@l Line depending upon the unused
capacity and 0.5% on the unused portion of the Aitipn Line. The lending syndicate under the Seiredit Facility will be entitled to several addital
fees including an upfront fee, annual agency fed,feonting fees based on a percentage of thedlaint of letters of credit payable to any syndicat
member that issues a letter a credit.

The Company will have the ability to elect the &aaility under the Working Capital Line between $B@ $60.0 million. Availability under the working
capital line will be subject to borrowing base liations. The borrowing base will be calculated ity based on 80% - 90% of the value of eligible
accounts receivable and unbilled product salesefuldipg on the credit quality of the counterpartas) inventory and other working capital assete Cb-
Borrowers must generally seek approval of the Agenhe lenders for permitted acquisitions to Ipaficed under the Acquisition Line.

The Senior Credit Facility is secured by pledgethefequity of the portion of Spark HoldCo ownedtihy Company and of the equity of Spark HoldCo'’s
subsidiaries and the Co-Borrowers’ present anddusubsidiaries, all of the Co-Borrowers’ and tisibsidiaries’ present and future property andtasse
including accounts receivable, inventory and ligmgestments, and control agreements relating & bacounts. The Senior Credit Facility also corgai
covenants that, among other things, require thete@ance of specified ratios or conditions as fedlo
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Minimum Net Working CapitaThe Co-Borrowers must maintain minimum consolidatetiworking capital at all times equal to $2.0lirl initially and
gradually increasing to the greater of $5.0 millarl5% of the elected availability under the WatkiCapital Line.

Minimum Adjusted Tangible Net WorSpark Energy, Inc. must maintain a minimum constéd adjusted tangible net worth at all times etué#ie net
proceeds from equity issuances occurring afted#ite of the Senior Credit Facility plus the greaftiefi) 20% of aggregate commitments under the
Working Capital Line plus 33% of borrowings undee Acquisition Line and (ii) $18.0 million .

Minimum Fixed Charge Coverage RaiSpark Energy, Inc. must maintain a minimum fixedrgie coverage ratio of 1.10 to 1 (with quarterlyr@ases to
the numerator of increments of 0.05 beginning attird quarter of 2016). The Fixed Charge CoveRagto is defined as the ratio of (a) Adjusted
EBITDA to (b) the sum of consolidated interest engee (other than interest paid-in-kind in respedrof Subordinated Debt), letter of credit fees,
commitment fees, acquisition earn-out paymentstibigions and scheduled amortization payments.

Maximum Total Leverage RatiSpark Energy, Inc. must maintain a ratio of tatalebtedness (excluding the Working Capital Facditg qualifying
subordinated debt) to Adjusted EBITDA of a maximof2.50 to 1. The Senior Credit Facility contairgigus negative covenants that limit the Company
ability to, among other things, do any of the faliog:

- incur certain additional indebtedness;

- grant certain liens;

- engage in certain asset dispositions;

- merge or consolidate;

- make certain payments, distributions, investmeattquisitions or loans;
- enter into transactions with affiliates.

Spark Energy, Inc. is entitled to pay cash dividetudthe holders of the Class A common stock aratkSidoldCo will be entitled to make cash distrilout
to NuDevco Retail Holdings, LLC so long as: (a)dedault exists or would result from such a paym€@ntthe Co-Borrowers are in pro forma compliance
with all financial covenants before and after giyveffect to such payment and (c) the outstandinguannof all loans and letters of credit does nateex

the borrowing base limits. Spark HoldGaohability to satisfy certain financial covenantsthe existence of an event of default, if notecbor waived, und:
the Senior Credit Facility could prevent the Compfiom paying dividends to holders of the Classonenon stock.

The Senior Credit Facility contains certain customrapresentations and warranties and events aitteEvents of default include, among other thjings
payment defaults, breaches of representations an@mties, covenant defaults, cross-defaults amsseacceleration to certain indebtedness, change in
control in which affiliates of W. Keith Maxwell llbwn less than 40% of the outstanding voting irgsrén the Company, certain events of bankruptcy,
certain events under ERISA, material judgmentsiess of $5.0 million , certain events with resgeanaterial contracts, actual or asserted faitdrany
guaranty or security document supporting the Sedredit Facility to be in full force and effect aokdanges of control. If such an event of defauliLios,
the lenders under the Senior Credit Facility wdagdentitled to take various actions, includingdleeleration of amounts due under the facility alhd
actions permitted to be taken by a secured creditor

Acquisition of CenStar Energy Cao

On July 8, 2015, the Company closed its acquisio@enStar Energy Corp (“CenStar”), a retail egargmpany based in New York with approximately
75,000 residential customer equivalents. CenStaesenatural gas and
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electricity customers in New York, New Jersey, &tdo. The purchase price for the CenStar acquisitias $8.3 million , subject to working capital
adjustments and also includes an earnout to whielsélling shareholder is entitled to 50% of AdddsEBITDA attributable to the operations of CenStar
for the year following the closing. The acquisitiwas financed with $6.2 million in borrowings undlee Senior Credit Facility and approximately $2.1
million from the issuance of a convertible suboad@d note to Retailco Acquisition Co, LLC, an @fi¢ of the Company’s founder and majority
shareholder. The convertible subordinated note maaton July 8, 2020, and bears interest at 5%rparra payable semiannually. The Company has the
right to pay interest in kind. The convertible stdinated note is convertible into shares of the gany's Class B common stock, par value $0.01 paresh
(and a related Class B Unit of Spark HoldCo) abaversion price of $16.57 . Retailco Acquisition, CaC may not exercise conversion rights for thstfi
eighteen months that the convertible subordinated is outstanding. The convertible subordinatee subject to automatic conversion upon a sale o
the Company. The convertible subordinated notabeslinated in certain respects to the Senior €reatiility pursuant to a subordination agreemehe T
Company may pay interest and prepay principal sg ks the Company is in compliance with its covésids not in default under the Senior Credit Rt
and has minimum availability of $5.0 million undesr borrowing base under the Senior Credit Facifigares of Class A common stock resulting from the
conversion of the shares of Class B common statleid as a result of the conversion right undectinwertible subordinated note will be entitled to
registration rights identical to the registratigghts currently held by NuDevco on shares of ClRgs®mmon stock it receives upon conversion of its
existing shares of Class B common stock.

Because the financial information associated Witk acquisition has not been finalized as of the ttaat our condensed combined and consolidated
financial statements were available to be issuedre¢lated supplemental information has not beewiged.

Acquisition of Oasis Power Holdings, LI

On July 31, 2015, the Company closed its acquisitibOasis Power Holdings, LLC (“Oasis”) from Nulev Oasis Power Holdings owns all of the
outstanding membership interest in Oasis Power,.LD&3is is a retail energy company with approxitgat8,000 customers in six states. Oasis serves
these customers across 18 utilities. The purchase @f $20.0 million , subject to working capitadjustments, was financed with $15.0 million borirays
under the Senior Credit Facility and $5.0 millisarh the issuance of a convertible subordinated obtiee Company and Spark HoldCo to Retailco
Acquisition Co, LLC, bearing interest at an anmaéé of 5% . The Company has the right to pay-idiany interest at its option. The convertible
subordinated note is convertible into shares o§€B common stock of the Company and related meshigeuanits in Spark HoldCo at a conversion rate of
$14.00 per share. The convertible subordinated materes on July 31, 2020 , and the holder canwertise any conversion rights for the first eightee
months after the convertible subordinated notessed. The convertible subordinated note is subatelil in certain respects to the Senior CreditiBaci
pursuant to the subordination agreement. Shar€tass A common stock resulting from the conversibthe shares of Class B common stock issued as a
result of the conversion right under the convegtiibordinated note will be entitled to registnatights identical to the registration rights cuntte held by
NuDevco on shares of Class A common stock it reseiipon conversion of its existing shares of CBasemmon stock

Because the financial information associated Witk acquisition has not been finalized as of the ttaat our condensed combined and consolidated
financial statements were available to be issuedre¢lated supplemental information has not beewiged.

Grant of Restricted Stock Units

In July 2015, the Company granted restricted stotts to certain employees of the Company. Thesicted stock unit awards vest over four years wit
the first vesting occurring on May 18, 2016 andhesuthsequent vesting date occurring each May X8dfter. Each restricted stock unit is entitled to
receive a dividend equivalent when dividends aaded and distributed to shareholders of ClassArnon stock. These dividend equivalents entitle the
holder to additional restricted stock units effeetas of the record date of such dividends ancedagbon the same schedule as the underlying ttestric
stock unit.
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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 condensedbioed and
consolidated financial statements and the relatei@#s thereto included elsewhere in this report tiedaudited combined and consolidated financiaesteents and notes
thereto and management's discussion and analysisasfcial condition and results of operations imdéd in our Form 10-K for the year ended Decemlier2814 that
was filed with the Securities and Exchange ComomsgiSEC”). In this report, the terms “Spark EnergyCompany,” “we,” “us” and “our” refer collective ly to (i) the
combined business and assets of the retail nagaslbusiness and asset optimization activitiepaflSEnergy Gas, LLC and the retail electricity imgss of Spark
Energy, LLC before the completion of our corponaerganization in connection with the initial pubbffering of Spark Energy, Inc., which closed aigést 1, 2014 (th
“Offering”) and (ii) Spark Energy, Inc. and its saldiaries as of the Offering and thereafter.

Cautionary Note Regarding Forward-Looking Statemens

This report contains forward-looking statements #ra subject to a number of risks and uncertantieany of which are beyond our control. These
statements within the meaning of Section 27A ofSkeurities Act of 1933, as amended (the “Secsrhiet”) and Section 21E of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), candentified by the use of forward-looking termioagy including “may,” “should,” “likely,” “will,”
“believe,” “expect,” “anticipate,” “estimate,” “cdimue,” “plan,” “intend,” “project,” or other simdr words. All statements, other than statements of
historical fact included in this report, regardstgategy, future operations, financial positioriinreated revenues and losses, projected costs, guitssp
plans, objectives and beliefs of management axesial-looking statements. Forwalabking statements appear in a number of placésisreport and me
include statements about business strategy anggutssfor growth, customer acquisition costs, ghib pay cash dividends, cash flow generation and
liquidity, availability of terms of capital, comptdn and government regulation and general econ@wmnditions. Although we believe that the expéctes
reflected in such forward-looking statements aesoaable, we cannot give any assurance that spettations will prove correct.

”ow ” o ” o ” o ” o

The forward-looking statements in this report afgjact to risks and uncertainties. Important faxtehich could cause actual results to materiakfedi
from those projected in the forward-looking statetsénclude, but are not limited to:

e changes in commodity pric

e extreme and unpredictable weather condit

« the sufficiency of risk management and hedginggpesi

e customer concentratic

« federal, state and local regulati

< key license retentio

« increased regulatory scrutiny and compliance ¢

e our ability to borrow funds and access credit mes;

e restrictions in our debt agreements and collare@lirement:

e credit risk with respect to suppliers and custon

« level of indebtednes

e changes in costs to acquire custon

e actual customer attrition rat

e actual bad debt expense in M@®R market:

e accuracy of internal billing syster

« ability to successfully navigate entry into new keds

< whether our majority shareholder or its affiliatders us acquisition opportunities on terms that@mmercially acceptable to

« ability to successfully and efficiently integrateqaisitions into our operatior

e competition, an

« other factors discussed in “Risk Factors” in Barm 10K for the year ended December 31, 2!

31




Table of Contents

You should review the risk factors and other fextooted throughout or incorporated by referendaigreport that could cause our actual resultiffer
materially from those contained in any forward-loakstatement. All forwardboking statements speak only as of the date sefréport. Unless required
law, we disclaim any obligation to publicly updaterevise these statements whether as a resudivofnformation, future events or otherwise. It @ n
possible for us to predict all risks, nor can weeas the impact of all factors on the busineseeexktent to which any factor, or combination aftées, ma
cause actual results to differ materially from #hgsntained in any forward-looking statements.

Overview

We are a growing independent retail energy sendoegpany founded in 1999 that provides resideatial commercial customers in competitive markets
across the United States with an alternative chioictheir natural gas and electricity. We purchasenatural gas and electricity supply from a efyriof
wholesale providers and bill our customers montbihthe delivery of natural gas and electricity dé@®n their consumption at either a fixed or vdeab
price. Natural gas and electricity are then distel to our customers by local regulated utilitynpanies through their existing infrastructure. ASune

30, 2015, we operated in 46 utility service teriée across 16 states.

We operate these businesses in two operating ségmen

< Retail Natural Gas Segme. We purchase natural gas supply through physimfiaancial transactions with market counterpand supply
natural gas to residential and commercial consup@suant to fixed-price, variable-price and flatercontracts. For the three and six months
ended June 30, 2015, approximately 33% and 47%ectsely, of our retail revenues were derived fribra sale of natural gas. We also identify
wholesale natural gas arbitrage opportunities mjuwtction with our retail procurement and hedgiotdties, which we refer to as asset
optimization.

< Retail Electricity Segmel. We purchase electricity supply through physical inancial transactions with market counterpartd ISOs and supg
electricity to residential and commercial consunmnsuant to fixed-price and variable-price cortsaEor the three and six months ended June 30
2015, approximately 67% and 53%, respectively,ufretail revenues were derived from the sale etteicity.

Spark Energy, Inc. was formed in April 2014, arglaaesult, has historical financial operating ltssonly for the portions of the periods coverecthig
report that are subsequent to the closing of tHerfdfj on August 1, 2014. The following discuss@ralyzes our historical combined financial conditio
and results of operations before the Offering, Wiigcthe combined businesses and assets of thienaizral gas business and asset optimizationitiet

of Spark Energy Gas, LLC (“SEG”) and the retailctiieity business of Spark Energy, LLC (“SE”), at@é consolidated results of operations and findncia
condition of Spark Energy, Inc. and its subsidgmaéter the Offering. SE and SEG are the operatigidiaries through which we have historically
operated our retail energy business and were comyraontrolled by NuDevco Partners, LLC prior to tB&ering.

The following table shows our customer count attiduring the second quarter of 2015:

Customer Rollforward:

% Increase

(In thousands) March 31, 2015 Additions Attrition June 30, 2015 (Decrease)
Retail Electricity Customers 149 33 (26) 156 % 5
Retail Natural Gas Customers 143 49 (43) 149 4%
Total Retail Customers 292 82 (69) 305 4%
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The following table details our Residential Custofgquivalents ("RCE's") by geographical locatioro&gune 30, 2015:

RCE's by Geographic Location:

(In thousands) Electricity % of Total Natural Gas % of Total Total % of Total
East 62 39% 23 15% 85 27%
Midwest 39 24% 61 41% 100 32%
Southwest 60 37% 66 44% 126 41%
Total 161 100% 150 100% 311 100%

The geographical regions noted above include thewing states:

e East New York, New Jersey, Pennsylvania, Connecticuts9dahusetts, Maryland and Flor
e Midwest -lllinois, Indiana, Michigan and Ohio; a
* Southwest Texas, California, Nevada, Colorado and Ariz

Recent Developments

On May 12, 2015, Spark HoldCo, LLC entered into enMbership Interest Purchase Agreement (the “OasishBse Agreementlyith Retailco Acquisitio
Co, LLC, an affiliate of NuDevco, our majority skaolder, for the purchase of all the membershigrésts of Oasis Power Holdings, LLC. Oasis Power
Holdings, LLC owns Oasis Power, LLC (“Oasis”), @aikenergy company with approximately 40,000 costcs in six states. Oasis serves these customer:
across 19 utilities, several of which present aold#@l organic growth opportunities as they are neavkets for the company. This transaction closedudy
31, 2015. The purchase price of $20 million, subjeevorking capital adjustments, consisted of filion in cash and $5 million in the form of a
convertible subordinated note of the Company begariterest at an annual rate of 5% (the “Oasis 8libated Convertible Note”) to Retailco Acquisition
Co, LLC. The acquisition, including the terms oé tBasis Subordinated Convertible Note, was revieaveblapproved by a special committee of the Board
of Directors consisting solely of the Company’sapdndent directors. The special committee obtadnfaitness opinion from an independent third party
financial advisor as to the fairness from a finahpbint of view to the holders of the Class A coomstock of the consideration to be paid by Spark
HoldCo, LLC in the transaction. See “—Cash Flows-b&@dinated Debt to Affiliates” for a discussiontbé terms of the Oasis Subordinated Convertible
Note.

On June 5, 2015, the Company entered into a staahpse agreement for the acquisition of CenStardynCorp (“CenStar”), a retail energy company
based in New Rochelle, New York with approximat&h000 residential customer equivalents. CenStaesaatural gas and electricity customers in New
York, New Jersey, and Ohio. This transaction clameduly 8, 2015. The purchase price for the Cen&itguisition was $8.3 million, subject to working
capital adjustments and also includes an earnouhtoh the selling shareholder is entitled to 500Adjusted EBITDA attributable to the operations of
CenStar for the year following the closing. Theusigion was financed with $6.2 million of borrovgis under the Senior Credit Facility and approxitiyate
$2.1 million from the issuance of a subordinatedvestible note to Retailco Acquisition Co, LLC, affiliate of the Company’s founder and majority
shareholder. See— Cash Flows—Subordinated Debt to Affiliates” foriaalission of the terms of the subordinated corbertiote issued in connection
with the acquisition of CenStar.

On July 8, 2015 the Company as guarantor and 3paldkCo and its subsidiaries as co-borrrowers edter® an amendment and restatement of the Senio

Credit Facility to facilitate the acquisitions of€ls and CenStar. See—Liquidity and Capital Resources” ané— Cash Flows” for a discussion of the
terms of the amended and restated Senior Crediitizac
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Drivers of our Business
Customer Growth

Customer growth is a key driver of our operatidfe attempt to grow our customer base by offerirgfamers competitive pricing, price certainty oregr
product offerings. We manage growth on a marketrayket basis by developing price curves in each@markets we serve and comparing the market
prices to the price the local regulated utilitypféering. We then determine if there is an oppaitiuim a particular market based on our abilitycteate a
competitive product on economic terms that sasshigr profitability objectives and provides customalue. We develop marketing campaigns using a
combination of sales channels, with an emphasisoan-to-door marketing and outbound telemarketingmgtheir flexibility and historical effectiveness
We identify and acquire customers through a vamé@gdditional sales channels, including our intsbuastomer care call center, online marketing, Emai
direct mail, affinity programs, direct sales, brokand consultants. Our marketing team continuoessdyuates the effectiveness of each customer
acquisition channel and makes adjustments in dodachieve desired growth and profitability targets

While customer attrition remained high during teeand quarter of 2015, our customer count incred%edrom the first quarter of 2015 due primarily to
our acquisition of approximately 25,800 customentracts in Northern California in the first quart#r2015, a majority of which came on flow this cea.

Customer Acquisition Spending

Management of customer acquisition costs is a beyponent to our profitability. We attempt to mainta disciplined approach to recovery of our
customer acquisition costs within defined periolfe. capitalize and amortize our customer acquisitimsts over a two year period, which is based en th
expected average length of a customer relation$gfactor in the recovery of customer acquisitosts in determining which markets we enter and the
pricing of our products in those markets. Accordiingur results are significantly influenced by awstomer acquisition spending.

Customer acquisition spending in the second quaft2®15 was $6.2 million. New customer spendind additions during the quarter were split evenly
between electric and natural gas. Electric custemere primarily added in the Northeast, Midwest 8outhwest, and natural gas customers were
primarily added in Northern California. When comdghwith $2.0 million incurred in the first quartefr2015 for the acquisition of customer contrants i
Northern California, the aggregate acquisition €@&r customer was approximately $100 for the coste that came on flow during the second quart
2015.

Our Ability to Manage Customer Attrition

Customer attrition for the second quarter of 20Hs W.7%. Customer attrition is primarily due td:cfistomer initiated switches; (ii) residential reevand
(i) disconnection for customer payment defautastomer attrition remained higher than historieaéls during the second quarter of 2015 primatilg
to (i) the continued decline in our Southern Cafifa natural gas portfolio, primarily through diseects for non-payment; and (ii) operational issnesur
Midwest natural gas markets during the winter df2¢€hat led to customers not being timely billedeBilling issues in this region caused customers t
receive several months of winter billing on onegive which in turn increased customer attrition distonnections for non-payment. This also led to
increased bad debt expense in the second quareradément believes that although both of thesaltivers will continue to have an impact on attritio
the third quarter of 2015, the majority of the iraphas already been reflected in our results.

Customer Credit Risk

Our bad debt expense for the three months ended3r2015 was approximately 4.6% of non-POR magkall revenues. Bad debt expense was
negatively impacted by billing issues in the Midiveatural gas market and continued disconnectionedn-payment in Southern California as discussed
above. Management believes that
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although both of these two drivers will continuehtve an impact on attrition in the third quarte2@15, the majority of the impact has already been
reflected in our results.

Weather Conditions

Weather conditions directly influence the demandhfatural gas and electricity and affect the primesnergy commodities. Our hedging strategy i®tas
on forecasted customer energy usage, which cansudstantially as a result of weather patternsatigng from historical norms. We are particularly
sensitive to this variability because of our coricaion in the residential customer segment in Whinergy usage is highly sensitive to weather ¢umdi
that impact heating and cooling demand. We do ali¢Ve weather conditions had a material impaaunsecond quarter of 2015 results.

Asset Optimizatio

Our natural gas business includes opportunistitstretions in the natural gas wholesale marketptacenjunction with our retail procurement and hiedg
activities. Asset optimization opportunities prifihaarise during the winter heating season whenatahfor natural gas is the highest. As such, thienita
of our asset optimization profits are made in thetev. Given the opportunistic nature of thesewititis we experience variability in our earningsnfr our
asset optimization activities from year to year.tAasse activities are accounted for using mark soket fair value accounting, the timing of our newe
recognition often differs from the actual cashleatent.

During the full year 2015, we are obligated to gaynand charges of approximately $2.6 million urcdgtain long-term legacy transportation assets that
our predecessor entity acquired prior to 2013.ddset optimization results were a loss of $0.lionifor the three months ended June 30, 2015, pilyna
due to arbitrage opportunities we captured durfirgsecond quarter, offset by $0.7 million of ounwaad legacy demand charges allocated to the quarter

Factors Affecting Comparability of Historical Financial Results

Tax Receivable Agreemerthe Tax Receivable Agreement between us and NuDieetail Holdings, LLC, NuDevco Retail, LLC and Skp#&toldCo
provides for the payment by Spark Energy, Inc. tidRvco Retail Holdings of 85% of the net cash sgwijiif any, in U.S. federal, state and local income
tax or franchise tax that Spark Energy, Inc. atyualalizes (or is deemed to realize in certaisuinstances) in periods after the Offering as atre$u

(i) any tax basis increases resulting from the Ipase by Spark Energy, Inc. of Spark HoldCo unasifiNuDevco Retail Holdings prior to or in connentio
with the Offering, (ii) any tax basis increaseaittisg from the exchange of Spark HoldCo unitsgbares of Class A common stock pursuant to the
exchange right set forth in the limited liabilitprapany agreement of Spark HoldCo (or resulting feonexchange of Spark HoldCo units for cash puttsuan
to the Cash Option) and (iii) any imputed intekstmed to be paid by us as a result of, and adélttax basis arising from, any payments we makkeun
the Tax Receivable Agreement. In addition, paymesmtsnake under the Tax Receivable Agreement wilhbeeased by any interest accrued from the due
date (without extensions) of the correspondingédnirn. We have recorded 85% of the estimated ¢aefit as an increase to amounts payable under the
Tax Receivable Agreement as a liability. We withia the benefit of the remaining 15% of theses@mings.

Executive Compensation Prograr On August 1, 2014 and May 18, 2015 we grantedicést stock units to our employees, non-employiegctbrs, and
certain employees of our affiliates who performviass for us under our long-term incentive plane Titial restricted stock unit awards generallgtve
ratably over approximately one, three or four yeamsimencing May 4, 2015 and May 18, 2016, respelgtiand include tandem dividend equivalent rit
that will vest upon the same schedule as the uyidgrtestricted stock unit.

Financing. The total amounts outstanding under our Seventkerded Credit Agreement as of December 31, 2013iatiidthe Offering included amounts
used to fund equity distributions to our commontoarowner, which,
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subsequent to the Offering, we no longer make. Gaaatly with the closing of the Offering, we ergdrinto a new $70.0 million Senior Credit Facility,
and the Seventh Amended Credit Agreement was tetedn

As such, historical borrowings under our SeventheAded Credit Agreement may not provide an accumdteation of what we need to operate our nat
gas and electricity business.

How We Evaluate Our Operations

Three Months Ended June 30, Six Months Ended June 30,
(in thousands) 2015 2014 2015 2014
Adjusted EBITDA $ 464¢ $ 1,44¢ $ 14,83. $ 10,767
Retail Gross Margin $ 23,09 $ 17,89: $ 50,967 $ 35,57¢

Adjusted EBITDA We define “Adjusted EBITDA” as EBITDA less (i) stomer acquisition costs incurred in the curremiogk (i) net gain (loss) on
derivative instruments, and (iii) net current pdraash settlements on derivative instruments, [Wson-cash compensation expense and (v) other no
cash operating items. EBITDA is defined as netinedoefore provision for income taxes, interest agpeand depreciation and amortization. We dedu
current period customer acquisition costs in th@usteed EBITDA calculation because such costs reflazash outlay in the year in which they are inedy
even though we capitalize such costs and amotteam bver two years in accordance with our accogmilicies. The deduction of current period
customer acquisition costs is consistent with h@vwmanage our business, but the comparability ofigtdfd EBITDA between periods may be affected by
varying levels of customer acquisition costs. Weuie our net gains (losses) on derivative instrumexcluding current period cash settlements, fttoen
Adjusted EBITDA calculation in order to remove th@n-cash impact of net gains and losses on derevatstruments. We also deduct non-cash
compensation expense as a result of restricte#t atuts that were issued under our long-term ingerlan subsequent to the close of the Offering.

We believe that the presentation of Adjusted EBITRrAvides information useful to investors in asgggsur liquidity and financial condition and retsul

of operations and that Adjusted EBITDA is also uséd investors as a financial indicator of a compa ability to incur and service debt, pay dividen

and fund capital expenditures. Adjusted EBITDA suaplemental financial measure that managemengxsednal users of our condensed combined and
consolidated financial statements, such as indastayysts, investors, commercial banks and ratygpeies, use to assess the following, among other
measures:

e our operating performance as compared to otheigyidaded companies in the retail energy indystrighout regard to financing methods, cap
structure or historical cost basis;

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

< our ability to fund capital expenditures (includiogstomer acquisition costs) and incur and seyéts

Retail Gross Margin We define retail gross margin as operating incptuas (i) depreciation and amortization expenses(&ndeneral and administrative
expenses, less (i) net asset optimization revefiieset gains (losses) on ndrading derivative instruments, and (iii) net cutrperiod cash settlements
non-trading derivative instruments. Retail grossgimais included as a supplemental disclosure beeéus a primary performance measure used by our
management to determine the performance of ouit netural gas and electricity business by removimgimpacts of our asset optimization activitind a
net non-cash income (loss) impact of our econoradging activities. As an indicator of our retaibegy business’ operating performance, retail gross
margin should not be considered an alternativertojore meaningful than, operating income, its nadargtctly comparable financial measure calculated a
presented in accordance with GAAP.

The GAAP measures most directly comparable to Adgl&BITDA are net income and net cash providedfmrating activities. The GAAP measure most
directly comparable to Retail Gross Margin is ofiaggincome. Our non-GAAP financial measures ofustgd EBITDA and Retail Gross Margin should
not be considered as alternatives to net inconmesash provided by operating activities, or opeatncome. Adjusted EBITDA and Retail Gross Margin
are not presentations made in accordance with GaWPhave important limitations as analytical to¥lsu should not consider Adjusted EBITDA or
Retail Gross Margin in isolation or as a substifote
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analysis of our results as reported under GAAPaBse Adjusted EBITDA and Retail Gross Margin exelsdme, but not all, items that affect net income
and net cash provided by operating activities, aeddefined differently by different companies ur smdustry, our definition of Adjusted EBITDA and
Retail Gross Margin may not be comparable to sityilitied measures of other companies.

Management compensates for the limitations of AdpiEBITDA and Retail Gross Margin as analyticall$doy reviewing the comparable GAAP
measures, understanding the differences betweanghsures and incorporating these data pointsnattagement’s decision-making process.

The following table presents a reconciliation ofjésled EBITDA to net income for each of the perioutticated.

Three Months Ended June 30, Six Months Ended June 30,

(in thousands) 2015 2014 2015 2014

Reconciliation of Adjusted EBITDA to Net Income:

Net income $ 4,628 $ 201 $ 17,55 $ 6,70¢
Depreciation and amortization 5,231 3,252 9,50¢ 6,211
Interest expense 207 222 58¢ 53¢
Income tax expense 45¢ 132 1,01¢ 164

EBITDA 10,52: 3,807 28,66¢ 13,61¢
Less:

Net, Gains (losses) on derivative instruments (4,055 (4,019 (5,360 1,44C
Net, Cash settlements on derivative instruments 4,357 (59 8,541 (10,25¢)
Customer acquisition costs 6,18( 6,441 11,80¢ 11,66¢
Plus:

Non-cash compensation expense 60¢ — 1,15¢ —

Adjusted EBITDA $ 4,64¢ $ 144 $ 1483 $ 10,767

The following table presents a reconciliation ofjésled EBITDA to net cash provided by (used in)rafiag activities for each of the periods indicated

Three Months Ended June 30, Six Months Ended June 30,
(in thousands) 2015 2014 2015 2014
Reconciliation of Adjusted EBITDA to net cash provided by operating
activities:
Net cash provided by operating activities $ 1563 $ 19,44¢ $ 34,88 $ 25,65¢
Amortization of deferred financing costs (51 (112 (107) (22%)
Allowance for doubtful accounts and bad debt expens (1,232 (1,462) (4,179 (2,027
Interest expense 207 222 58¢€ 53t
Income tax expense 45¢ 132 1,01¢ 164
Changes in operating working capital
Accounts receivable, prepaids, current assets (29,120 (40,879 (23,909 (23,770
Inventory 2,43¢ 4,011 (5,087 (311
Accounts payable and accrued liabilities 6,50¢ 21,96¢ 12,31t 3,63¢
Other (18€) (1,88¢) (700) (2,89))
Adjusted EBITDA $ 464¢ $ 1442 % 1483: $ 10,767
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The following table presents a reconciliation otdleGross Margin to operating income for eachhaf periods indicated.

Three Months Ended June 30, Six Months Ended June 30,

(in thousands) 2015 2014 2015 2014

Reconciliation of Retail Gross Margin to Operatinglncome:

Operating income $ 510/ $ 554 $ 18,83¢ $ 7,331
Depreciation and amortization 5,231 3,252 9,50¢ 6,211
General and administrative 12,97¢ 9,747 27,68 17,86(
Less:

Net asset optimization revenues (expenses) (67) 197 1,862 1,821
Net, Gains (losses) on non-trading derivative umsgnts (4,040 (4,439 (5,247 7,01(
Net, Cash settlements on non-trading derivativeunsents 4,32¢ 97) 8,44: (12,999
Retail Gross Margin $ 23,09: $ 17,89 $ 50,967 $ 35,57

Combined and Consolidated Results of Operations

Three Months Ended June 30, 2015 Compared to TMozghs Ended June 30, 2014

(In Thousands) Three Months Ended June 30,
2015 2014 Change

Revenues:

Retail revenues $ 65,50 $ 65,74: % (243)

Net asset optimization revenues (expenses) (67) 197 (264)
Total Revenues 65,43: 65,94( (507)
Operating Expenses:

Retail cost of revenues 42,12( 52,38: (10,267

General and administrative 12,97¢ 9,741 3,231

Depreciation and amortization 5,231 3,252 1,97¢

Total Operating Expenses 60,32¢ 65,38t¢ (5,057)

Operating income 5,10« 554 4,55(

Other (expense)/income:

Interest expense (207) (222) 15
Interest and other income 187 1 18€

Total other expenses (20 (221 201
Income before income tax expense 5,08« B34 4,751

Income tax expense 45¢ 132 327
Net income $ 4,628 % 201 % 4,42¢
Adjusted EBITDA® $ 4,64¢ $ 1,444 $ 3,20t
Retail Gross Margirt” 23,09: 17,89: 5,20z
Customer Acquisition Costs 6,18( 6,441 (267)
Customer Attrition 7.7% 5.1% 2.6%
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@ Adjusted EBITDA and Retail Gross Margin are non-GAfinancial measures. See “—How We Evaluate Our@joms”for a reconciliation of Adjuste
EBITDA and Retail Gross Margin to their most ditgatomparable financial measures presented in decae with GAAP.

Total RevenuesTotal revenues for the three months ended Jun2@@®& were approximately $65.4 million , a decrezfsgpproximately $0.5 million , or
1% , from approximately $65.9 million for the thne@nths ended June 30, 2014 .

This decrease was primarily due to a decreasesiomier volume, which resulted in a decrease of §illl®n, and a $0.3 million decrease in our netedis
optimization revenues. Although our customer coniciteased period over period, our volumes havétjigleclined primarily due to a shift in the
geographic mix of our customers, which resulteddoreased usage per customer. These decreasesffsetdy an increase in natural gas pricing, which
resulted in an increase of approximately $0.8 orillias well as an increase in electricity pricinbich resulted in an increase of approximately $0.3
million.

Retail Cost of Revenu. Total retail cost of revenues for the three memhded June 30, 2015 was approximately $42.1omijla decrease of
approximately $10.3 million, or 20%, from approxielg $52.4 million for the three months ended JBBg2014 . This decrease was primarily due to
overall lower supply costs, which resulted in ardase of $4.7 million as well as lower customeesablumes, which resulted in a decrease of tetallr
cost of revenues of $0.8 million. Additionally, Waed a decrease of $4.8 million due to a changeeivalue of our retail derivative portfolio used fo
hedging.

General and Administrative Expenseneral and administrative expense for the thmeeths ended June 30, 2015 was approximately $a@ion, an
increase of approximately $3.3 million, or 34%campared to $9.7 million for the three months endletk 30, 2014 . This increase was primarily due to
increased billing and other variable costs assediafith increased customer count and increased assbciated with being a public company.

Depreciation and Amortization Exper. Depreciation and amortization expense for theghmonths ended June 30, 2015 was approximatetynfilion ,
an increase of approximately $1.9 million , or 58%m approximately $3.3 million for the three ntiesiended June 30, 201Zhis increase was primari
due to the increased amortization expense assdaiatie our increased customer acquisition cost.

Customer Acquisition CostCustomer acquisition cost for the three monttgednJune 30, 2015 was approximately $6.2 millioeerease of
approximately $0.2 million from approximately $6llion for the three months ended June 30, 2014 .
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Six Months Ended June 30, 2015 Compared to Sixiddatded June 30, 2014

In Thousands Six Months Ended June 30,
2015 2014 Change

Revenues:

Retail revenues $ 165,37¢ $ 170,09¢ $ (4,720

Net asset optimization revenues (expenses) 1,862 1,821 41
Total Revenues 167,23° 171,91¢ (4,679
Operating Expenses:

Retail cost of revenues 111,20° 140,50¢ (29,30))

General and administrative 27,68 17,86( 9,82t

Depreciation and amortization 9,50¢ 6,211 3,297

Total Operating Expenses 148,39¢ 164,57¢ (16,187

Operating income 18,83¢ 7,331 11,502

Other (expense)/income:

Interest expense (58¢) (535 (53
Interest and other income 322 71 251

Total other (expenses)/income (26€) (4649) 19¢
Income before income tax expense 18,57 6,87 11,70(

Income tax expense 1,01¢ 164 85E
Net income $ 17,55¢ $ 6,70¢ $ 10,84t
Adjusted EBITDA® $ 1483. $ 10,761 $ 4,06t
Retail Gross Margir” 50,967 35,57¢ 15,39:
Customer Acquisition Costs 11,80¢ 11,66¢ 141
Customer Attrition 8.1% 4.6% 3.5%

®Adjusted EBITDA and Retail Gross Margin are non-GAfinancial measures. See “—How We Evaluate Our@joms’for a reconciliation of Adjuste
EBITDA and Retail Gross Margin to their most ditgatomparable financial measures presented in datae with GAAP.

Total RevenuesTotal revenues for the six months ended June @B Zvere approximately $167.2 million, a decredsapproximately $4.7 million, or

3%, from approximately $171.9 million for the sibonths ended June 30, 2014. This decrease was pyimhae to a decrease in natural gas pricing, which
resulted in a decrease of approximately $4.4 mildad a decrease in customer volumes due to nvildather primarily in the first quarter of 2015, wihi
resulted in a decrease of $2.9 million. This deseemas offset by an increase in electricity pricimgich resulted in an increase of $2.6 million.

Retail Cost of Revenu. Total retail cost of revenues for the six morghded June 30, 2015 was approximately $111.2 mjlacdecrease of

approximately $29.3 million, or 21%, from approxielg $140.5 million for the six months ended JuBe2)14. This decrease was primarily due to lower
supply costs, which resulted in a decrease of $tifll®n as well as lower customer sales volumesictv resulted in a decrease of total retail cost of
revenues of $2.3 million. Supply costs were dowB0d5 as the natural gas price environment hagdsed in 2015 combined with normal winter weather
in 2015. The decrease in retail cost of revenuesalso driven by decreased usage per customeil b &)compared to 2014. Additionally, we had a
decrease of $9.2 million due to a change in theevaf our retail derivative portfolio used for haty

General and Administrative Expens&eneral and administrative expense for the sirtiroended June 30, 2015 was approximately $27lidmian
increase of approximately $9.8 million, or 55%campared to $17.9 million for the six months endede 30, 2014. This increase was primarily due to
increased hilling and other variable
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costs associated with increased customer couimcagase in bad debt expense of approximately ®#l®n, and increased costs associated with baing
public company.

Depreciation and Amortization Exper. Depreciation and amortization expense for thersixths ended June 30, 2015 was approximatelyr@ibn, an
increase of approximately $3.3 million, or 53% nfrapproximately $6.2 million for the six months eddlune 30, 2014. This increase was primarily due t
the increased amortization expense associatedowitincreased customer acquisition cost.

Customer Acquisition CostCustomer acquisition cost for the six months entle 30, 2015 was approximately $11.8 millioninenease of
approximately $0.1 million from approximately $1txfllion for the six months ended June 30, 2014.

Operating Segment Results

Three Months Six Months
Ended June 30, Ended June 30,

2015 2014 2015 2014
(in thousands, except per unit operating data)

Retail Natural Gas Segment

Total Revenues $ 21,36 % 23,16¢ $ 78,71¢ % 85,697
Retail Cost of Revenues 9,37¢ 16,63¢ 42 ,84: 67,13¢
Less: Net Asset Optimization Revenues (Expenses) (67) 197 1,86% 1,821
Less: Net Gains (Losses) on non-trading derivatines
of cash settlements 2,62z (780) 6,267 (2,089
Retail Gross Margin—Gas $ 9,431 % 7,118 $ 27,74 $ 17,82¢
Volume of Gas (MMBtu)

2,262,74 2,519,17: 8,826,79: 9,112,75:
Retail Gross Margin-Gas ($/MMBtu) $ 417 % 283 $ 314  $ 1.96
Retail Electricity Segment
Total Revenues $ 44,07: $ 42777 $ 88,521 $ 86,21¢
Retail Cost of Revenues 32,74¢ 35,75 68,36¢ 73,37(
Less: Net Gains (Losses) on non-trading derivatives
of cash settlements (2,335 (3,755 (3,06€) (4,900
Retail Gross Margin—Electricity $ 13,66: $ 10,77: $ 23,22: $ 17,74¢
Volume of Electricity (MWh) 378,40: 369,34 751,25¢ 753,61t
Retail Gross Margin—Electricity ($/MWh) $ 36.10 $ 29017 $ 3091 $ 23.55

Three Months Ended June 30, 2015 Compared to TMogghs Ended June 30, 2014
Retail Natural Gas Segme

Total revenues for the Retail Natural Gas Segnmrtie three months ended June 30, 2015 were apmatety $21.4 million, a decrease of approximately
$1.8 million, or 8%, from approximately $23.2 nolti for the three months ended June 30, 2014. Huredse was primarily due to a decrease in customelt
volume, which resulted in a decrease in Retail N&iBas Segment revenues of $2.3 million, and 8 80llion decrease in our net asset optimization
revenues. Although our customer count increasedgerer period, our volumes slightly declined paiity due to a shift in the geographic mix of our
customers, which resulted in decreased usage ptmar. These decreases were offset by an incireasd¢ural gas pricing, which resulted in an insea

of approximately $0.8 million.

Retail cost of revenues for the Retail Natural Sagment for the three months ended June 30, 204 ap@oximately $9.4 million, a decrease of
approximately $7.2 million, or 43%, from approximigt$16.6 million for the three months ended Jube2B14. This decrease was due to decreased <
costs, which resulted in a
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decrease of $2.2 million and lower customer sabdsmes, which resulted in a decrease of $1.6 milliche decrease in cost of revenues for the Retail
Natural Gas Segment was driven predominantly byedsed usage per customer. Additionally, we hdthage in the value of our retail derivat
portfolio used for hedging, which resulted in ardase of $3.4 million.

Retail gross margin for the Retail Natural Gas Segnfor the three months ended June 30, 2015 wasx@mately $9.4 million, an increase of
approximately $2.3 million, or 32%, from approximigt$7.1 million for the three months ended June2B04, as indicated in the table below (in milkj

Change in volumes sold $ (0.7)
Increase in unit margin per MMBtu 3.C
Increase in retail natural gas segment retail gnesgin $ 2.2

The volumes of natural gas sold decreased fron92132 MMBtu during the three months June 30, 2@12,262,749 MMBtu during the three months
ended June 30, 2015 due to a shift in the geograpix of our customers, which resulted in decreasstje per customer, offset partially by increased
customer count.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe three months ended June 30, 2015 were rippaitely $44.1 million, an increase of approximstel
$1.3 million, or 3%, from approximately $42.8 nolti for the three months ended June 30, 2014. Mbisase was primarily due to an increase in volumes
resulting in an increase of $1.0 million and higbestomer pricing resulting in an increase of $8ilBon.

Retail cost of revenues for the Retail Electri@ggment for the three months ended June 30, 208 Bp@oximately $32.7 million, a decrease of
approximately $3.1 million, or 9%, from approximt&35.8 million for the three months ended Juneg284. This decrease was primarily due to
decreased commodity prices, which resulted in aedese in retail cost of revenues of $2.5 millicartially offset by an increase in volumes, which
increased cost of revenues by $0.8 million. Addiity, there was a decrease of $1.4 million dua ¢hange in the value of our retail derivative fodid
used for hedging.

Retail gross margin for the Retail Electricity Segrnfor the three months ended June 30, 2015 wasximately $13.7 million, an increase of
approximately $2.9 million, or 27%, from approximigt$10.8 million for the three months ended Jube2®14, as indicated in the table below (in
millions).

Change in volumes sold $ 0.3
Increase in unit margin per MWh 2.€
Increase in retail electricity segment retail grossgin $ 2.8

The volumes of electricity sold increased from 383, MWh during the three months ended June 30, &93%8,403 MWh during the three months ended
June 30, 2015, primarily driven by increased custooount offset partially by a shift in the geodrapmix of our customers, which resulted in deceelas
usage per customer.

Six Months Ended June 30, 2015 Compared to Sixhiddided June 30, 2014
Retail Natural Gas Segme

Total revenues for the Retail Natural Gas Segnmrte six months ended June 30, 2015 were appet&iyn$78.7 million, a decrease of approximately
$7.0 million, or 8%, from approximately $85.7 nolti for the six months ended June 30, 2014. Thieedse was due to reduced natural gas pricing which
resulted in a decrease in total revenues of $4llibmiAdditionally, the Retail Natural Gas Segmeetenues decreased by $2.6 million due to lower
customer sales volumes.
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Retail cost of revenues for the Retail Natural Gagment for the six months ended June 30, 201ap@®ximately $42.8 million, a decrease of
approximately $24.3 million, or 36%, from approxielg $67.1 million for the six months ended JuneZM 4. This decrease was due to decreased supply
costs, which resulted in a decrease of $14.8 mibliod lower customer sales volumes, which resifteddecrease of $2.1 million. The decrease in @bst
revenues for the Retail Natural Gas Segment wasmlipredominantly by changes in the underlyinggpdtnatural gas during the first quarter of 2045 a
well as decreased usage per customer. In theyfiester of 2014 prices were high due to the extrerather experienced in the Northeast, while irfitise
quarter of 2015 prices returned to normal. Addiityn we had a change in the value of our retaiivdgive portfolio used for hedging, which resulieca
decrease of $7.4 million.

Retail gross margin for the Retail Natural Gas Segnfor the six months ended June 30, 2015 waajppately $27.7 million, an increase of
approximately $9.9 million, or 56%, from approximigt$17.8 million for the six months ended JuneZL4, as indicated in the table below (in millipns

Change in volumes sold $ (0.6
Increase in unit margin per MMBtu 10.5
Increase in retail natural gas segment retail gneegin $ 9.8

The volumes of natural gas sold decreased fron2952 MMBtu during the six months June 30, 2018,826,794 MMBtu during the six months ended
June 30, 2015 due to milder weather conditionfénfirst quarter of 2015 as well as a shift ingeegraphic mix of our customers, which resulted in
decreased usage per customer, offset partialipdngased customer count.

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe six months ended June 30, 2015 were appiately $88.5 million, an increase of approximately
$2.3 million, or 3%, from approximately $86.2 nolti for the six months ended June 30, 2014. Thiease was primarily due to higher customer pricing
resulting in an increase of $2.6 million, partiatiffset by a decrease in volumes resulting in aedese of $0.3 million.

Retail cost of revenues for the Retail Electri@ggment for the six months ended June 30, 201Bp@®ximately $68.4 million, a decrease of
approximately $5.0 million, or 7%, from approximst&73.4 million for the six months ended June 301 4. This decrease was primarily due to decreased
commodity prices, which resulted in a decreasetailrcost of revenues of $3.0 million, as welbadecrease in volumes, which decreased cost afiuege

by $0.2 million. Additionally, there was a decrea$&1.8 million due to a change in the value af miail derivative portfolio used for hedging.

Retail gross margin for the Retail Electricity Segrhfor the six months ended June 30, 2015 waoappately $23.2 million, an increase of approxinig
$5.5 million, or 31%, from approximately $17.7 nah for the six months ended June 30, 2014, asatel in the table below (in millions).

Change in volumes sold $ (0.7
Increase in unit margin per MWh 5.€
Increase in retail electricity segment retail grogsgin $ 515

The volumes of electricity sold decreased from 858, MWh during the six months ended June 30, 261%1,254 MWh during the six months ended
June 30, 2015, primarily related to weather coadgiexperienced during the first quarter.

Liquidity and Capital Resources

Our liquidity requirements fluctuate with our custer acquisition costs, acquisitions, collateraltipgsrequirements on our hedge portfolio, distribag,
the effects of the timing between payments of pkasalnd receipts of receivables, including bad ded#ivables, and our general working capital néeds
ongoing
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operations. Our borrowings are also subject to nateariations on a seasonal basis due to thengrof commodity purchases to satisfy required m@atur
gas inventory purchases and to meet customer dentimihg periods of peak usage. Moreover, estigatur liquidity requirements is highly dependent
on then-current market conditions, including fora/arices for natural gas and electricity, and miaviotatility.

Our primary sources of liquidity are cash generéitexh operations and borrowings under our Seni@d@acility. We believe that cash generated from
these sources will be sufficient to sustain operetj to finance anticipated expansion plans andthrinitiatives, and to pay required taxes and tprgr
cash distributions (including the quarterly dividew the holders of the Class A common stock) lierforeseeable future. However, in the event our
liquidity is insufficient, we may be required tonlit our spending on future growth or other businggsortunities or to rely on external financing sx@s,
including additional commercial bank borrowings &he issuance of debt and additional equity seesrito fund our growth.

Based upon our current plans, level of operationskaisiness conditions, we believe that our cadhama, cash generated from operations, and availabl
borrowings under our Senior Credit Facility will befficient to meet our capital requirements andkivig capital needs for the foreseeable future.

We amended and restated the Senior Credit Fagcititjuly 8, 2015. The amended covenants under thierSeredit Facility will require us to hold
increasing levels of net working capital over tifB@ven the seasonal nature of our business, wecegpe liquidity to tighten during the lowenargin third
guarter and then expand during the winter months.

The Senior Credit Facility, as amended, includg&zmillion revolving line of credit for the purpesf financing permitted acquisitions, which enahle
to pursue growth through mergers and acquisitidfes are obligated to make payments outstanding uhderevolving Acquisition Line (defined below)
of 25% per year with the balance due at maturityictvin turn increase availability under the liée may be constrained in our ability to grow thrioug
acquisitions using financing under the Senior Gredcility to the extent we have utilized the cafpyaander this acquisition line. After closing tenStar
and Oasis acquisitions in July 2015, remaininglakedity under the acquisition line of the Seniare@it Facility is $3.8 million. In addition, the Gier
Credit Facility requires us to finance permittedasitions with at least 25% of either cash on hamglity contributions or subordinated debt. Ineorid
finance the acquisitions of Oasis and CenStar, ave issued convertible subordinated notes to diatéfof our founder and majority shareholder. fehe
can be no assurance that our founder and majdrigelolder and their affiliates will continue tadnce our acquisition activities through such notes

The following table details our total liquidity athe date presented:

(In thousands) 6/30/2015

Cash and cash equivalents $ 4,231
Senior Credit Facility Availability” 50,15¢
Total Liquidity $ 54,39;

®Subject to Senior Credit Facility borrowing basstrietions. See “—Cash Flows—Senior Credit Facility

Capital expenditures for the first six months o120ncluded approximately $6.1 million on custoraequisitions and $1.0 million related to informatio
systems improvements.

The Spark HoldCo, LLC Agreement provides, to thteeikcash is available, for distributions pro rtatéhe holders of Spark HoldCo units such that we
receive an amount of cash sufficient to cover #terated taxes payable by us, the targeted quadaidend we intend to pay to holders of our Class
common stock, and payments under the Tax Receivahieement we have entered into with Spark HoldQuDevco Retail Holdings and NuDevco
Retail.
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In June 2015, we paid our first quarter 2015 dim@len our Class A common stock of $0.3625 per shwarapproximately $1.45 per share or $4.5 million
on an annualized basis. Our ability to pay divideimdthe future will depend on many factors, inahgdthe performance of our business in the futme: a
restrictions under our Senior Credit Facility. Teav financial covenants included in the amendedrastited Senior Credit Facility require the Conypan
to retain increasing amounts of working capitalrdire, which may have the effect of restricting ability to pay dividends. Management does not
currently believe that the financial covenantshia hew Senior Credit Facility will cause any suestrictions.

In order to pay our stated dividends to holderswfClass A common stock and corresponding digicha to holders of our Class B common stock, Spark
HoldCo generally is required to distribute approatety $20.1 million on an annualized basis to hidde Spark HoldCo units. If our business does not
generate enough cash for Spark HoldCo to make distfibutions, we may have to borrow to pay ouldiwnd. If our business generates cash in excess of
the amounts required to pay an annual dividendLafSper share of Class A common stock, we cugrexgbect to reinvest any such excess cash flows in
our business and not increase the dividends payalielders of our Class A common stock. Howevar,fature dividend policy is within the discretiom

our board of directors and will depend upon varitaggors, including the results of our operatiang; financial condition, capital requirements and
investment opportunities. On July 23, 2015, ourrBaz Directors declared a quarterly dividend of3825 per share for the second quarter of 2015 to
holders of the Class A common stock on August 8152 This dividend will be paid on September 14,20

In addition, we expect to make payments pursuatitedax Receivable Agreement that we have enfatedvith NuDevco Retail Holdings, NuDevco
Retail and Spark HoldCo in connection with the @ffg. Except in cases where we elect to termirfaelax Receivable Agreement early (the Tax
Receivable Agreement is terminated early due t@aizemergers or other changes of control) or weetesailable cash but fail to make payments when
generally we may elect to defer payments due utgefax Receivable Agreement for up to five yeavea do not have available cash to satisfy our
payment obligations under the Tax Receivable Agezdrar if our contractual obligations limit our biyi to make these payments. Any such deferred
payments under the Tax Receivable Agreement géyerifll accrue interest. If we were to defer sulngia payment obligations under the Tax Receivable
Agreement on an ongoing basis, the accrual of thbgations would reduce the availability of cdshother purposes, but we would not be prohibited
from paying dividends on our Class A common st&#e “Risk Factors—Risks Related to our Class A ComBtock” in our Annual Report on Form 10-
K for the year ended December 31, 2014 for risksted to the Tax Receivable Agreement.

Management does not believe that we will genenafficient Cash Available for Distribution as defthender the Tax Receivable Agreement during the
four-quarter period ending September 30, 2015 tetriee threshold coverage ratio under the Tax Rabk Agreement required to fund the first payment
to NuDevco Retail Holdings, LLC under the Tax Reable Agreement. As such, the initial payment urilerTax Receivable Agreement due in late 2015
will likely be deferred pursuant to the terms tlodré&See Note 11 “Transactions with Affiliates” imet notes to our condensed combined and consolidated
financial statements for additional details onTia& Receivable Agreement.

Cash Flows

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

Six Months
Ended June 30,
2015 2014 Change
Net cash provided by operating activities $ 34¢ 3 257 % 9.2
Net cash used in investing activities $ 09 % 149 $ 0.t
Net cash used in financing activities $ (340 $ (30.0) $ 4.1
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Six Months Ended June 30, 2015 Compared to thM&irths Ended June 30, 2014

Cash Flows Provided by Operating ActivitiecSash flows provided by operating activities foe six months ended June 30, 2015 increased byn#iBién
compared to the six months ended June 30, 2014inthease was primarily due to an increase in waykiapital from increased retail gross margin in
2015. Overall lower supply costs due to the lowatural gas price environment combined with normiakev weather in 2015.

Cash Flows Used in Investing Activitie€ash flows used in investing activities decredse0.5 million for the
six months ended June 30, 2015, which was duede@dsed capital expenditures on capitalized soéive2015.

Cash Flows Used in Financing Activitie€ash flows used in financing activities increabgd4.1 million for the

six months ended June 30, 2015 due primarily t87a@million decrease in our net borrowings underaredit facilities, which was lower in 2015 as
working capital facility draws were less as a restihigher operating cash flow than in 2014. Téesnbined with higher winter cash receipts in 206 a
funded $10.0 million in distributions and dividenuisid in 2015. These increases in cash used inding activities were offset by a $43.4 million degse
in net member contributions.

Senior Credit Facility

On July 8, 2015, the Company as guarantor, andk3peldCo, LLC (“Spark HoldCo” or the “Borrower, aridgether with the subsidiaries of Spark
HoldCo, LLC, the “Co-Borrowers”) entered into anemdment and restatement of the Senior Credit Baaithich consists of a senior secured revolving
working capital facility of $60.0 million (the “Waing Capital Line”) and a $25.0 million secured aiing line of credit (the “Acquisition Line”) tod
used specifically for the financing of up to 75%tloé cost of acquisition transactions with the riexther to be financed by the Company either throtegh
on hand or the issuance of subordinated debt. €h@6Credit Facility will mature on July 8, 201@damay be extended one year with lender consent.
Borrowings under the Acquisition Line will be repd@5% per year with the remaining 50% due at migtudit the Borrower’s election, interest under the
Working Capital Line is generally determined byereice to:

- the Eurodollar rate plus an applicable marginmto 3.0% per annum (based upon the prevailingation); or

- the alternate base rate plus an applicable mafgip to 2.0% per annum (based upon the prevailtitigation). The alternate base rate is equahéo
highest of (i) Société Générale’s prime rate,t(i§ federal funds rate plus 0.5% per annum, grtfié reference Eurodollar rate plus 1.0%; or

- the rate quoted by Société Générale as its ¢dghds for the requested credit plus up to 2.5%auemum (based upon the prevailing utilization).

The interest rate is generally reduced by 25 hasists if utilization under the Working Capital lans below fifty percent. Borrowings under the
Acquisition Line are generally determined by refee to:

- the Eurodollar rate plus an applicable marginpto 3.75% per annum (based upon the prevailitigation); or

- the alternate base rate plus an applicable mafgip to 2.75% per annum (based upon the prewgailtilization). The alternate base rate is equéthéo
highest of (i) Société Générale's prime rate tii§) federal funds rate plus 0.5% per annum, grt(ié reference Eurodollar rate plus 1.0%.

The Co-Borrowers pay an annual commitment fee 31®% or 0.5% on the unused portion of the Workiagi@l Line depending upon the unused
capacity and 0.5% on the unused portion of the Aifipn Line. The lending syndicate under the Seflicedit Facility is entitled to several additiotieés
including an upfront fee, annual agency fee, andting fees based on a percentage of the face drobletters of credit payable to any syndicate rhem
that issues a letter a credit.
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The Company has the ability to elect the availgbiinder the Working Capital Line between $30.866.0 million. Availability under the working caglt
line is subject to borrowitng base limitations. Twrowing base is calculated primarily based 0198% of the value of eligible accounts receivalld a
unbilled product sales (depending on the creditiyuaf the counterparties) and inventory and otiwerking capital assets. The Co-Borrowers must
generally seek approval of the Agent or the lenflarpermitted acquisitions to be financed underAlequisition Line.

The Senior Credit Facility is secured by pledgethefequity of the portion of Spark HoldCo ownedtiy Company and of the equity of Spark HoldCo'’s
subsidiaries and the Co-Borrowers’ present anddugubsidiaries, all of the Co-Borrowers’ and thsibsidiaries’ present and future property andtasse
including accounts receivable, inventory and ligmgestments, and control agreements relating & bacounts.

The Senior Credit Facility also contains covendmas, among other things, require the maintenafhseecified ratios or conditions as follows:

Minimum Net Working CapitaThe Co-Borrowers must maintain minimum consolidatetiworking capital at all times equal to $2.0limrl initially and
gradually increasing to the greater of $5.0 mill@rl5% of the elected availability under the WatkiCapital Line.

Minimum Adjusted Tangible Net WorSpark Energy, Inc. must maintain a minimum consaéd adjusted tangible net worth at all times etpu#ie net
proceeds from equity issuances occurring afted#te of the Senior Credit Facility plus the greafe(i) 20% of aggregate commitments under the Wiy
Capital Line plus 33% of borrowings under the Aaiion Line and (i) $18.0 million.

Minimum Fixed Charge Coverage RaiSpark Energy, Inc. must maintain a minimum fixedrge coverage ratio of 1.10 to 1 (with quarterlyr@ases to
the numerator of increments of 0.05 beginning entttird quarter of 2016). The Fixed Charge CoveRgio is defined as the ratio of (a) Adjusted
EBITDA to (b) the sum of consolidated interest enge (other than interest paid-in-kind in respeamyf Subordinated Debt), letter of credit fees,
commitment fees, acquisition earn-out paymentstidigions and scheduled amortization payments.

Maximum Total Leverage RatiSpark Energy, Inc. must maintain a ratio of tatalebtedness (excluding the Working Capital Facditg qualifying
subordinated debt) to Adjusted EBITDA of a maximof2.50 to 1.The Senior Credit Facility containsieas negative covenants that limit the Company’s
ability to, among other things, do any of the faling:

- incur certain additional indebtedness;

- grant certain liens;

- engage in certain asset dispositions;

- merge or consolidate;

- make certain payments, distributions, investmeattquisitions or loans;
- enter into transactions with affiliates.

Spark Energy, Inc. is entitled to pay cash dividetadthe holders of the Class A common stock aratkSidoldCo is entitled to make cash distributioms t
NuDevco Retail Holdings, LLC so long as: (a) noalgf exists or would result from such a paymentiile C«-Borrowers are in pro forma compliance
with all financial covenants before and after giyeffect to such payment and (c) the outstandinguartnof all loans and letters of credit does nateex
the borrowing base limits. Spark Hold@ahability to satisfy certain financial covenantshe existence of an event of default, if noteclior waived, und:
the Senior Credit Facility could prevent the Compaiom paying dividends to holders of the Classofnenon stock.
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The Senior Credit Facility contains certain customrapresentations and warranties and events aitteEvents of default include, among other thjngs
payment defaults, breaches of representations an@mties, covenant defaults, cross-defaults amsseacceleration to certain indebtedness, change in
control in which affiliates of W. Keith Maxwell llbwn less than 40% of the outstanding voting irgsréen the Company, certain events of bankruptcy,
certain events under ERISA, material judgmentsiress of $5.0 million, certain events with resgeanaterial contracts, actual or asserted faildir@ng
guaranty or security document supporting the SeBredit Facility to be in full force and effect aoldanges of control. If such an event of defautios,
the lenders under the Senior Credit Facility wdagdentitled to take various actions, includingdleeleration of amounts due under the facility alhd
actions permitted to be taken by a secured creditor

In connection with the Senior Credit Facility, Weikh Maxwell IIl, the Company’s founder, the Chaamof the Board of Directors and the indirect owner
of the Company’s majority shareholder issued a stpetter in favor of the lenders whereby he hgiead to cure any deficiencies in the minimum
working capital requirements that may occur untder3enior Credit Facility up to an aggregate o0$billion by contributing cash or by purchasing
subordinated debt from the Company. This obliga¢impires on December 31, 2015.

See Note 4 “—Senior Credit Facility Executed at@féering” in the notes to our condensed combined eonsolidated financial statements for a summary
of the terms of the Senior Credit Facility prioritdamendment and restatement on July 8, 2015.

Subordinated Debt to Affiliates

The Company from time to time issues subordinagdat tb affiliates of NuDevco Retail Holdings, LL®hich owns a majority of the Company’s
outstanding common stock and is indirectly owned\byKeith Maxwell, 11l, who serves as the Chairnwfrthe Board of Directors of the Company. The
Company’s amended and restated Senior Credit fa@hjuires that at least 25% of permitted acqoiss thereunder be financed with either cash onl han
or subordinated debt.

On July 8, 2015, the Company and Spark HoldColjiasued a 5% Subordinated Convertible Note ingpal amount of $2.1 million (the “CenStar
Subordinated Convertible Note”) to Retailco Acqtiisi Co, LLC for cash which was used to financeamt the acquisition by Spark HoldCo of the
outstanding capital stock of CenStar Energy Corgeasgribed in “—Recent Developments” above. TheStanSubordinated Convertible Note matures on
July 8, 2020, and bears interest at 5% per annymabpe semiannually. The Company has the right yoiprest in kind through increases in the priatip
of the note. The CenStar Subordinated Convertiloe M convertible into shares of the Company’s€B common stock (and a related LLC Unit of
Spark HoldCo) at a conversion price of $16.57. RetéAcquisition Co, LLC may not exercise conversiights for the first eighteen months that the
CenStar Subordinated Convertible Note is outstandihe CenStar Subordinated Convertible Note igestibo automatic conversion upon a sale of the
Company.

On July 31, 2015, the Company and Spark HoldCdljoissued a 5% Subordinated Convertible Note ingjpal amount of $5.0 million (the “Oasis
Subordinated Convertible Note”) to Retailco Acqtiisi Co, LLC for cash which was used to finance@ant the acquisition by Spark HoldCo of the
outstanding membership interests of Oasis Powedirigd, LLC as described in “—Recent Developmenksiva&. The Oasis Subordinated Convertible
Note matures on July 31, 2020 and bears interéstogter annum payable semiannually. The Companyheasght to pay interest in kind throu

increases in the principal of the note. The Oastso&linated Convertible Note is convertible intargs of the Company’s Class B common stock (and a
related LLC Unit of Spark HoldCo) at a conversioite of $14.00. The conversion price of the OasisdBdinated Convertible Note was established upon
execution of the acquisition agreement by the gaudin May 12, 2015. Retailco Acquisition Co, LLCynmet exercise conversion rights for the first
eighteen months that the Oasis Subordinated CobkeNote is outstanding. The Oasis Subordinatedv€rible Note is subject to automatic conversion
upon a sale of the Company.
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Each of the subordinated convertible notes is slibated in certain respects to the Senior CredilliBapursuant to a subordination agreement. The
Company may pay interest and prepay principal ersttbordinated convertible notes so long as thep@asnis in compliance with its covenants; is not in
default under the Senior Credit Facility and hasimum availability of $5.0 million under its borrawg base under the Senior Credit Facility.

Retailco Acquisition Co, LLC, the holder of botlet@enStar Subordinated Convertible Note and thésGagordinated Convertible Note, is owned
indirectly by W. Keith Maxwell, 111, who serves #ise Chairman of the Board of Directors of the Comypand who indirectly owns NuDevco Retail
Holdings, LLC, which owns 77.63% of the Companytgstanding common stock.

Off-Balance Sheet Arrangements
As of June 30, 2015 we had no material off-balasimet arrangements.
Related Party Transactions

For a discussion of related party transactiond\se 11 “Transactions with Affiliates” in the unatetl condensed combined and consolidated financial
statements.

Critical Accounting Policies and Estimates

Our critical accounting policies and estimatesd@scribed in “Management's Discussion and AnalysKnancial Condition and Results of Operations—
Critical Accounting Policies and Estimates” in durmual Report on Form 10-K for the year ended Ddzem31, 2014. There have been no changes to
these policies and estimates since the date cfomwal Report on Form 10-K for the year ended Ddmem31, 2014.

Recent Accounting Pronounceme

In May 2014, the Financial Accounting Standardsd&FASB") issued Accounting Standards Update (8BNo. 2014-09, Revenue from Contracts
with Customers which requires an entity to recognize the amadimévenue to which it expects to be entitled far transfer of promised goods or services
to customers. ASU 2014-09 will replace most exgsti@venue recognition guidance in GAAP when it Inees effective for the Company on January 1,
2018. The standard permits the use of either tinesgective or cumulative effect transition methbde Company is evaluating the effect that ASU 2014
09 will have on its financial statements and relatesclosures. The Company has not yet selectethaition method nor has it determined the efféthe
standard on its ongoing financial reporting.

In February 2015, the FASB issued ASU No. 2015 solidation (Topic 81Q)'ASU 2015-02"). The new guidance changes the aisihat a reporting
entity must perform to determine whether it shaddsolidate certain types of legal entities. ASU202 is effective for fiscal years, and for interi
periods within those fiscal years, beginning alecember 15, 2015. Early adoption is permitteduttiog adoption at an interim period. The Compaayg
not yet determined the effect of the standard ®origoing financial reporting.

In April 2015, the FASB issued ASU No. 2015-0@erest - Imputation of Interest (Subtopic 835-&SU 2015-03"). The new guidance requires that
debt issuance costs related to a recognized dddilitiy be presented in the balance sheet as atdiszluction from the carrying amount of that dtiility,
consistent with debt discounts. ASU 2015-03 isctife for fiscal years, and for interim periods hifit those fiscal years, beginning after December 15
2015. Early adoption is permitted for financialtstaents that have not been previously issued. Tmepany will adopt ASU 2015-03 on January 1, 2016
and reclassify any unamortized debt issuance essasdirect deduction from the carrying amounhose associated debt liabilities at that time.

In July 2015, the FASB issued ASU No. 2015-3implifying the Measurement of Inventory (Topic)32ASU 2015-11"). ASU 2015-11 amends existing
guidance to require subsequent measurement oftimyeat the lower of cost and net realizable vaNiet realizable value is the estimated sellinggsin
the ordinary course of business, less reasonabljigiable costs of completion, disposal, and trartafion. ASU 2015-11 is effective for fiscal yeaaad
for interim periods within those fiscal years, begng after December 15, 2016. Earlier applicaisopermitted as of the beginning of an interim onzal
reporting period. The Company does not expectdoptEon of ASU 2015-11 will have a material effectthe combined or consolidated financial
statements.
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Contingencies

In the ordinary course of business, we may becaoarny po lawsuits, administrative proceedings andegomental investigations, including regulatory and
other matters. As of June 30, 2015 , we did noehaaterial outstanding lawsuits, administrativecpeslings or investigations.

Liabilities for loss contingencies arising fromiats, assessments, litigation, fines, penaltiesahdr sources are recorded when it is probableathat
liability has been incurred and the amount cangasanably estimated.

Emerging Growth Company Stai

We are an “emerging growth comparnwithin the meaning of the federal securities lala. as long as we are an emerging growth compaayyi/not be
required to comply with certain requirements thatapplicable to other public companies that ate'@merging growth companies” including, but not
limited to, not being required to comply with thed#or attestation requirements of Section 40sef$arbanes-Oxley Act, the reduced disclosure
obligations regarding executive compensation inpmrfodic reports and proxy statements and the ptiens from the requirements of holding a
nonbinding advisory vote on executive compensadiwh shareholder approval of any golden parachyte@ats not previously approved. In addition,
Section 107 of the JOBS Act provides that an emegrgrowth company can take advantage of the extemeasition period provided in Section 7(a)(2)(B)
of the Securities Act for complying with new or igad accounting standards, but we have irrevoaaigd out of the extended transition period an@ as
result, we will adopt new or revised accountingqidtds on the relevant dates on which adoptiomdi standards is required for other public companie

We intend to take advantage of these exemptionswmtre no longer an emerging growth company.Wiflecease to be an “emerging growth company”
upon the earliest of: (i) the last day of the flsezar in which we have $1.0 billion or more in aahrevenues; (ii) the date on which we becomee¥
accelerated filer” (the fiscal year-end on which tbtal market value of our common equity secugitield by non-affiliates is $700 million or moredds
June 30); (iii) the date on which we issue mora tha.0 billion of non-convertible debt over a thsesar period; or (iv) the last day of the fiscahye
following 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 interagts, as well as counterparty credit risk. Welegnp
established policies and procedures to managexpasare to these risks.

Commodity Price Risk

We hedge and procure our energy requirements famows wholesale energy markets, including botrsigay and financial markets and through short and
long term contracts. Our financial results aredfyrglependent on the margin we are able to rebkreeen the wholesale purchase price of naturahgds
electricity plus related costs and the retail splice we charge our customers. We actively mawsageommodity price risk by entering into various
derivative or non-derivative instruments to hedge\ariability in future cash flows from fixed-pei¢orecasted sales and purchases of natural gas and
electricity in connection with our retail energyasptions. These instruments include forwards, &guswaps, and option contracts traded on various
exchanges, such as NYMEX and Intercontinental Bxghaor ICE, as well as over-the-counter marketgs€ contracts have varying terms and durations,
which range from a few days to a few years, dependn the instrument. Our asset optimization gnatilizes similar derivative contracts in connection
with its trading activities to attempt to genermteremental gross margin by effecting transactiamsarkets where we have a retail presence. Géyperal
any of such instruments that are entered into ppsu our retail electricity and natural gas bustare categorized as having been entered intwfor
trading purposes, and instruments entered intarigrother purpose are categorized as having beeredrinto for trading purposes. Our net gain om-no
trading derivative instruments net of cash settle@maas $0.3 million for the three months ended R0y 2015 and $3.2 million for the six months ehde
June 30, 2015.

We have adopted risk management policies to measwréimit market risk associated with our fixedeprportfolio and our hedging activities. For
additional information regarding our commodity jgrigsk and our risk management policies, see “ltém-Risk Factors in our Annual Report on Form
10-K for the year ended December 31, 2014

We measure the commodity risk of our non-tradingrgy derivatives using a sensitivity analysis onret open position. As of June 30, 2015, our Gas
Non-Trading Fixed Price Open Position (hedges neetasirload) was a short position of 376,975 MMBAm. increase in 10% in the market prices
(NYMEX) from their June 30, 2015 levels would halecreased the fair market value of our net nonirtigpenergy portfolio by $0.4 million. Likewise, a
decrease in 10% in the market prices (NYMEX) frdeit June 30, 2015 levels would have increaseéaihenarket value of our non-trading energy
derivatives by $0.4 million. As of June 30, 20&6r Electricity Non-Trading Fixed Price Open Pasit(hedges net of retail load) was a short position
136,544 MWhs. An increase in 10% in the forwardketprices from their June 30, 2015 levels wouldehdecreased the fair market value of our net non-
trading energy portfolio by $0.5 million. Likewisa,decrease in 10% in the forward market pricas fiteeir June 30, 2015 levels would have increased t
fair market value of our non-trading energy deiixad by $0.5 million.

We measure the commodity risk of our trading enelgyvatives using a sensitivity analysis on ourapen position. As of June 30, 2015, our Gas Tig
Fixed Price Open Position was a delta short pesiticd4,891 MMBtu, which included only purchased pptions with no price risk above the premiums
paid of $0.1 million. As such, a 10% increase @%b decrease in market prices would not resultritagerial change in the fair market value of oun-no
trading energy derivatives.

Credit Risk

In many of the utility service territories where w@nduct business, POR programs have been esthlishereby the local regulated utility offers sees
for billing the customer, collecting payment frohetcustomer and remitting payment to us. This semésults in substantially all of our credit risking
linked to the applicable utility and not to our emske customer in these territories. Approximaté&ly7% of our retail revenues were derived from terieés
in which substantially all of our credit risk wasetttly linked to local regulated utility companifes the three months ended June 30, 2015, allhiélwhac
investment grade ratings as of such date. Duriag th
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same period, we paid these local regulated uslieveighted average discount of approximately%.58total revenues for customer credit risk protec
In certain of the POR markets in which we opertite utilities limit their collections exposure bstaining the ability to transfer a delinquent actdack
to us for collection when collections are past flwea specified period. If our collection effortseainsuccessful, we return the account to the legpllated
utility for termination of service. Under thesedee programs, we are exposed to credit risk réladgpayment for services rendered during the time
between when the customer is transferred to uhdjotal regulated utility and the time we retura tustomer to the utility for termination of see
which is generally one to two billing periods. Wayralso realize a loss on fixed-price customethigscenario due to the fact that we will haveadty
fully hedged the customer’s expected commaodity esagthe life of the contract.

In non-POR markets, we manage customer credithislugh formal credit review in the case of comnarcustomers, and credit score screening, deposits
and disconnection for non-payment, in the casesiflential customers. Economic conditions may &ffec customers’ ability to pay bills in a timely
manner, which could increase customer delinquerasidsmay lead to an increase in bad debt expensebdd debt expense for the three months ending
June 30, 2015 was approximately 4.6% of non-PORetaetail revenues. See “Management's DiscussidrAaalysis of Financial Condition and Results
of Operations—Drivers of Our Business” for an as&yof our bad debt expense related to non-PORetsmduring the second quarter of 2015.

We are exposed to wholesale counterparty credimisur retail and asset optimization activitidge manage this risk at a counterparty level andreec
our exposure with collateral or guarantees when@geAt June 30, 2015, approximately 82% of owaltexposure of $5.2 million was either with an
investment grade customer or otherwise securedagithteral or a guarantee.

Interest Rate Ris

We are exposed to fluctuations in interest ratefeupur variable-price debt obligations. At June L5 we were co-borrowers under a $70 million
variable rate Senior Credit Facility under which@#illion of variable rate indebtedness was outditag. Based on the average amount of our variaibé
indebtedness outstanding during the three montiecedune 30, 2015, a 1% percent increase in ihtates would have resulted in additional annual
interest expense of approximately $90,000. Thede2riedit Facility bears interest at a variabler&Ve do not currently employ interest rate hedges,
although we may choose to do so in the future.
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ITEM 4. CONTROLS AND PROCEDURES

Our management, with the participation of our Cligrécutive Officer and our Chief Financial Officags evaluated the effectiveness of our disclosure
controls and procedures as of the end of the penedred by this Quarterly Report on Form 10-Q. e “disclosure controls and procedures,” as
defined in Rules 13a-15(e) and 15d-15(e) undeEttehange Act, means controls and other proceddr@sompany that are designed to ensure that
information required to be disclosed by a companthe reports that it files or submits under thetiange Act is recorded, processed, summarized and
reported, within the time periods specified in 8fC's rules and forms. Disclosure controls andgatores include, without limitation, controls and
procedures designed to ensure that informationinedjto be disclosed by a company in the repodsitHiles or submits under the Exchange Act is
accumulated and communicated to the company's reamag, including its principal executive and prpatifinancial officers or persons performing
similar functions, as appropriate to allow timebcgions regarding required disclosure. Managememuagnizes that any controls and procedures, nter
how well designed and operated, can provide ordgorable assurance of achieving their objectivdsre@anagement necessarily applies its judgment in
evaluating the cost benefit relationship of possimntrols and procedures.

Based on this evaluation, management concludedthatisclosure controls and procedures were riet@fe as of June 30, 2015 at the reasonable
assurance level due to a material weakness imtemil control over financial reporting. In contiec with the preparation of our restated financial
statements for the quarter ended March 31, 2014 0neluded there was a material weakness in tHgrdaad operating effectiveness of our internal
control over financial reporting. A material weakaés a deficiency, or a combination of deficieagia internal control over financial reporting bubat
there is a reasonable possibility that a materiaktatement of the annual or interim financialesta¢nts will not be prevented or detected on a tirhakis.
The primary factors contributing to the materiakkmeess, which relates to our financial statemeargecprocess, was that we did not have adequatggmli
and procedures in place to ensure that estimataill ievenues, cost of revenues and related imbakafor the three months ended March 31, 2014 were
based on complete and accurate data and assumgtiansmely basis.

With the oversight of senior management, we hakerntateps and plan to take additional measuresntediate the underlying causes of the material
weakness, primarily through the development andémpntation of formal policies, improved processed documented procedures to more precisely
estimate and validate our recorded estimated metaéinues, retail cost of revenues and relatedlanbas in accordance with U.S. GAAP and on a tineeli
that ensures we can prepare our financial statenena timely basis in compliance with reportingdlines under the Exchange Act; however, ther@is n
guarantee that these controls will be effective.alde are expanding our accounting resources,dimguthe size and expertise of our internal acdagnt
team, to effectively execute a quarterly close @ssaon an appropriate time frame for a public cawpa

Notwithstanding the identified material weaknesapagement believes the unaudited condensed coméuimieconsolidated financial statements inclu
in this Quarterly Report on Form 10-Q fairly regesin all material respects our financial condliticesults of operations and cash flows at andhfer
periods presented in accordance with U.S. GAAP.

Changes in Internal Control over Financial Reportm

Other than as described above, there was no chiamge internal control over financial reportingeittified in connection with the evaluation requitsd

Rule 13a-15(d) and 15d-15(d) of the Exchange Aat ¢itcurred during the three months ended Jun2(8® that has materially affected, or is reasonably
likely to materially affect, our internal controver financial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we are a party to legal procegsliin the ordinary course of business. We do ali¢\e the results of these proceedings, indivighual
in the aggregate, will have a materially adversecéfon our business, financial condition, resafteperations or liquidity.

Item 1A. Risk Factors

Security holders and potential investors in ouusiées should carefully consider the risk factorgler “Risk Factors® in our 2014 Annual Report anrk
10-K. There has been no material change in ourfaistors from those described in the 2014 AnnugddReon Form 10-K except as noted below. These
risks are not the sole risks for investors. Addigibrisks and uncertainties not currently knownigor that we currently deem to be immaterial atsy
materially adversely affect our business, financ@idition or results of operations.

We may experience difficulties in integrating anyf our acquisitions, including the acquisitions of &is Energy and CenStar Energy, which co
cause us to fail to realize many of the anticipatedtential synergies of such acquisitions.

We acquired Oasis Power and CenStar Energy beeaibelieve that these transactions and subseqoeuisitions that we complete will be beneficie
our company and our stockholders. Achieving thécguatted benefits of these and future transactisiisdepend in part upon whether we can intec
these retail energy businesses in an efficientedfettive manner. We may not be able to accomplighintegration process smoothly or successfilhe
difficulties of combining the retail energy busises of Oasis Energy and CenStar Energy potentidliynclude, among other things:

« Coordinating geographically separated organizatiand addressing possible differences with respgdndorporating corporate cultures
management philosophies;

- Dedicating significant management resources toitibegration, which may temporarily distract managetts attention from the day-tay
business of the combined company;

» Operating in states and markets where we haveraoiqusly conducted busine

« Managing different and competing brands and reteditegies in the same mark

» Coordinating disparate customer information antingilsystems and determining how to optimize th&s#ems on a consolidated level;

« Successfully recognizing expected cost savingso#imel synergies in overlapping functic

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 Description

Form

Exhibit
Number

Filing Date

SEC File No.

3.1

3.2

4.1

10.1%

10.2t

10.3t

10.4t

10.5¢

10.6

10.7

10.8*

10.9*

31.1*

Amended and Restated Certificate of Incorporatio8park Energy, Inc.

Amended and Restated Bylaws of Spark Energy, Inc.

Class A Common Stock Certificate

Employment Agreement between Spark Energy, Inc.Nattlan Kroeker,
dated April 15, 2015

Employment Agreement between Spark Energy, Inc Adlisbn Wall, dated
April 15, 2015

Employment Agreement between Spark Energy, Inc.Gemrganne Hodges,
dated April 15, 2015

Employment Agreement between Spark Energy, Inc.Gihi¥elman, dated
April 15, 2015

Employment Agreement between Spark Energy, IncJasdn Garrett, dated
August 3, 2015

Membership Interest Purchase Agreement betweerk $fmdCo, LLC and
RetailCo Acquisition Co, LLC dated May 12, 2015

Amended and Restated Credit Agreement among Speetgk, Inc., Spark
HoldCo, LLC, Spark Energy, LLC, Spark Energy GalsClL. CenStar Energy
Corp, and CenStar Operating Company, LLC, as CoeBars, Société
Générale, as Administrative Agent, an Issuing Bamit a Bank, and SG
Americas Securities, LLC and Compass Bank, as Gatléeranger, SG
Americas Securities, LLC, as Sole Bookrunner, Caafzank, as Syndication
Agent, Cooperative Centrale Raiffeisen-Boerenleskl&A., “Rabobank
Nederland,” New York Branch, as Documentation Agant the Other
Financial Institutions Signatory Thereto

Convertible Subordinated Promissory Note of SpasldBo, LLC and Spark
Energy, Inc. dated July 8, 2015 payable to Retacquisition Co, LLC

Convertible Subordinated Promissory Note of Spasldg@o, LLC and Spark
Energy, Inc. dated July 31, 2015 payable to Retacquisition Co, LLC

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

S-1

8-K

8-K

8-K

10-Q

8-K

3.1

3.2

4.1

10.1

10.2

10.3

10.4

10.1

105

10.1

8/4/2014

8/4/2014

6/30/2014

4/20/2015

4/20/2015

4/20/2015

4/20/2015

8/4/2015

5/14/2015

7/9/2015

001-36559

001-36559

333-196375

001-36559

001-36559

001-36559

001-36559

001-36559

001-36559

001-36559
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31.2*

32**

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

* Filed herewith

Certification of Chief Financial Officer pursuaotRule 13a-14(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
+ Compensatory plan or arrangement or manageriatacnt
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APPENDIX A

CFTC. The Commodity Futures Trading Commission.

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

FCM. Futures Commission Merchant, an individual or oigation which does both of the following: a) saiécor accepts orders to buy or sell futures
contracts, options on futures, retail off-exchangetracts or swaps and b) accepts money or otketsaom customers to support such orders.

FERC. The Federal Energy Regulatory Commission, a regujdtody which regulates, among other things, ie&itdution and marketing of electricity a
the transportation by interstate pipelines of raltgas in the United States.

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

MMBtu. One million British Thermal Units, a standard wrfiheating equivalent measure for natural gas. ibafrheat equal to 1,000,000 Btus, or 1
MMBtu, is the thermal equivalent of approximatel@d0 cubic feet of natural gas.

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

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

RCE. A residential customer equivalent, refers to a rektgas customer with a standard consumption ofMBBtu's per year or an electricity customer
with a standard consumption of 10 MWh's per year.

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

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, the registrant higscdused this report to be signed on its behalthia
undersigned, thereunto duly authorized.

Spark Energy, Inc.

August 13, 2015 /sl Georganne Hodges
Georganne Hodges

Chief Financial Officer (Principal Financial Officand
Principal Accounting Officer)

58




Table of Contents

INDEX TO EXHIBITS

Incorporated by Reference

Exhibit

Exhibit Description

Form

Exhibit
Number

Filing Date

SEC File No.

3.1

3.2

4.1

10.1t

10.2¢

10.3%

10.4%

10.5t

10.6

10.7

10.8*

10.9*

31.1*

Amended and Restated Certificate of Incorporatio8park Energy, Inc.

Amended and Restated Bylaws of Spark Energy, Inc.

Class A Common Stock Certificate

Employment Agreement between Spark Energy, Inc.Nattian Kroeker, date
April 15, 2015

Employment Agreement between Spark Energy, Inc Adligbn Wall, dated
April 15, 2015

Employment Agreement between Spark Energy, Inc.Genrganne Hodges,
dated April 15, 2015

Employment Agreement between Spark Energy, Inc.GihiMelman, dated
April 15, 2015

Employment Agreement between Spark Energy, Inc.Jasdn Garrett, dated
August 3, 2015

Membership Interest Purchase Agreement betweerk $fzdCo, LLC and
RetailCo Acquisition Co, LLC dated May 12, 2015

Amended and Restated Credit Agreement among Speetgi, Inc., Spark
HoldCo, LLC, Spark Energy, LLC, Spark Energy GalsCl. CenStar Energy
Corp, and CenStar Operating Company, LLC, as CoeBa@rs, Société
Générale, as Administrative Agent, an Issuing Bamét a Bank, and SG
Americas Securities, LLC and Compass Bank, as Gatl&aranger, SG
Americas Securities, LLC, as Sole Bookrunner, Casank, as Syndication
Agent, Cooperative Centrale Raiffeisen-BoerenlesklBA., “Rabobank
Nederland,” New York Branch, as Documentation Agant the Other
Financial Institutions Signatory Thereto

Convertible Subordinated Promissory Note of Spaskd8o, LLC and Spark
Energy, Inc. dated July 8, 2015 payable to Retalequisition Co, LLC

Convertible Subordinated Promissory Note of Spaokd8o, LLC and Spark
Energy, Inc. dated July 31, 2015 payable to Retallcquisition Co, LLC

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

59

8-K

8-K

S-1

8-K

8-K

8-K

8-K

10-Q

8-K

3.1

3.2

4.1

10.1

10.2

10.3

10.4

10.1

10.5

10.1

8/4/2014

8/4/2014

6/30/2014

4/20/2015

4/20/2015

4/20/2015

4/20/2015

8/4/2015

5/14/2015

7/9/2015

001-36559

001-36559

333-196375

001-36559

001-36559

001-36559

001-36559

001-36559

001-36559

001-36559




Table of Contents

31.2*

32**

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

* Filed herewith

Certification of Chief Financial Officer pursuantRule 13a-14(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
+ Compensatory plan or arrangement or manageriatacnt

60



NEITHER THIS NOTE, THE SECURITIES REPRESENTED HEREBNOR THE SECURITIES ISSUABLE UPON CONVERSI(
HEREOF HAVE BEEN REGISTERED UNDER THE UNITED STATESECURITIES ACT OF 1933, AS AMENDED (THESECURITIES
ACT"). THE HOLDER HEREOF, BY PURCHASING SUCH SECURITIESGREES FOR THE BENEFIT OF EITHER SEI OR SPA
HOLDCO THAT SUCH SECURITIES MAY BE OFFERED, SOLD OBTHERWISE TRANSFERRED ONLY (A) TO EITHER SEI (
SPARK HOLDCO, (B) PURSUANT TO AN EFFECTIVE REGISTRAON STATEMENT, (C) IN ACCORDANCE WITH RULE 14
RULE 145 OR RULE 144A UNDER THE SECURITIES ACT, APPLICABLE, AND IN ACCORDANCE WITH ANY APPLICABLE
STATE SECURITIES OR “BLUE SKY"LAWS OR (D) IF EITHER SEI OR SPARK HOLDCO HAS RECHD AN OPINION OF
COUNSEL REASONABLY SATISFACTORY TO EITHER SElI OR 8RK HOLDCO, OR OTHERWISE SATISFIED ITSELF, TH#
THE TRANSACTION DOES NOT REQUIRE REGISTRATION UNDERHE SECURITIES ACT OR ANY APPLICABLE U.S. STAT
LAWS AND REGULATIONS GOVERNING THE OFFER AND SALE BSECURITIES.

SPARK HOLDCO, LLC AND SPARK ENERGY, INC.
CONVERTIBLE SUBORDINATED PROMISSORY NOTE

Note No. 1 Issuance Date: July 8, 201
Houston, Texas

For value received, Spark Energy, Inc., a Delanwamporation (“SEIl "), and Spark HoldCo, LLC, a Delaware limited liabi
company (“Spark HoldCo,” and together with SEI, thel$suers”), jointly and severally, promises to pay to the orofeRetailco Acquisitio
Co, LLC (the “Holder "), the principal sum offwo Million, Seventy-Five Thousand and No/100 US Dlars ($2,075,000.00). This
convertible promissory note (thidN'ote”) is subject to the following terms and conditions

1. Interest, Maturity and Default

(&) Interest on this Note shall accrue from the IssadDate on the unpaid principal balance at a ratalei five percent (5%) p
annum, simple interest compounding annu&ligh interest only payable semiannually in arreansJanuary 1 and July 1 of each y
commencing January 1, 2016 (each dntérest Payment Daté), provided, howevey that Issuers shall have the right to elect to-ipagind
all or portions of the interest payable under thite by sending to Holder a notice of such elec(@hPIK Election Notice”) at least two (=
business days prior to the applicable Interest Rayate specifying (i) the amount of interest thidtbe paid in kind and (ii) the
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amount of cash that will be paid to Holder on tipplezable Interest Payment Date, if any. Irrespectif the date a PIK Election Notice
made, the actual payment in kind will occur on dpglicable Interest Payment Date. If a PIK Electintice electing to pay interest in kinc
made, on the applicable Interest Payment Dateartingunt elected to be paid in kind will be capitdizcompounded and added to the ur
principal amount of this Note effective as of suicterest Payment Date. Unless otherwise consentadwriting by the Holder, if the Issue
fail to deliver a PIK Election Notice to Holder on before the date specified above for such natimedo not make an interest payment in
on the applicable Interest Payment Date for afiriggt due, it shall be deemed that the Issuersdiagted to pay the balance of the interes
on the applicable Interest Payment Date in kinde Phincipal and interest due under this Note shallpaid in full after the fifth (5tl
anniversary of the Issuance Date (thddturity Date”), and if any principal or interest under this Notmaéns unpaid after the Maturity D.
the interest rate on such unpaid amounts shalease from five percent (5%) per annum to ten pér96) per annum, simple intert
Subject to Section 2principal and any accrued but unpaid intereseutitis Note shall be due and payable upon wridtemand by the Hold
at any time after the Maturity Date.

(b) Notwithstanding the provisions of Section 1g§bpve and subject to
Section 2below, the entire unpaid principal sum of this Natgether with accrued and unpaid interest thersloall become immediately ¢
and payable upon (i) the execution by either Issfier general assignment for the benefit of credjt@i) the filing by or against either Iss
of a petition in bankruptcy or any petition forieglunder the federal bankruptcy act or the corafimn of such petition without dismissal fc
period of ninety (90) days or more or (iii) the apgment of a receiver or trustee to take possagsithe property or assets of either Issuer.

2. Subordination

(@) The indebtedness evidenced by this Note, inclugirigcipal and interest, is hereby expressly sulmatdid and junior, to tl
extent and in the manner hereinafter set forthigimt of payment to the prior payment in full of af the Issuers’ Senior Indebtednes&eniol
Indebtednes:” shall mean the principal of and unpaid interest mreinium, if any, on (i) indebtedness of the Issumrwith respect to whit
either or both of the Issuers is a guarantor, wéretlutstanding on the date hereof or hereaftetexieto banks, insurance companies or «
lending or thrift institutions regularly engaged time business of lending money, whether or not regcuand (ii) any deferrals, renew
exéertl)si%ns, refunding, amendment, modificationryr debentures, notes or other evidence of indebsdissued in exchange for such Se
Indebtedness.

(b) Upon any receivership, insolvency, assignment fier henefit of creditors, bankruptcy, reorganization arrangement whi
creditors (whether or not pursuant to bankruptcgtber insolvency laws), sale of all or substaltiall of the assets, dissolution, liquidati
or any other marshaling of the assets and liadslitif the Issuers or in the event this Note shatidclared due and payable, (i) no amount
be paid by the Issuers, whether in cash or propentgspect of the principal of or interest on tNiste at the time outstanding, unless and
the full amount of any Senior Indebtedness thestantling shall be paid in full, and (ii) no claimproof of claim shall be filed with eith
Issuer or otherwise by or on behalf of the holdahis Note which shall
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assert any right to receive any payments in resgfeitte principal of and interest on this Note gtcgubject to the payment in full of all of-
Senior Indebtedness then outstanding.

(c) If an event of default has occurred with respeang Senior Indebtedness, permitting the holdenetifdo accelerate the matui
thereof, then unless and until such event of defhdll have been cured or waived or shall havearko exist, or all Senior Indebtedness
have been paid in full, no payment shall be madespect of the principal of or interest on thigélo

(d) Nothing contained in the preceding paragraphs simgair, as between the Issuers and the Holderpltigation of the Issuel
which is absolute and unconditional, to pay tolodder hereof the principal hereof and interesebaras and when the same shall becom
and payable, or shall prevent the Holder, uponudefereunder, from exercising all rights, powensl a&emedies otherwise provided herei
by applicable law, all subject to the rights, ifyanf the holders of Senior Indebtedness undeptkeeding paragraphs to receive cash or
properties otherwise payable or deliverable toHbkler pursuant to this Note. Holder, Issuers ancie3e Generale, as agent under that ce
amended and restated credit facility dated Julg085 under which Spark HoldCo is borrower, shalyygod faith agree to a Subordinai
Agreement in a mutually agreeable form.

3. Conversion
(@)  Conversion at Holder’s Electior

The principal and accrued but unpaid interest urlier Note (the “Aggregate Note Amount) shall at any time after eighteen (
months be convertible, at the Holder's written g@atto the Issuers, into (i) shares of SEI ClassoBimon stock, $0.01 par value per share ("
Class B Common StocR, or if the Class B Common Stock is no longer auttestiand has been converted into another classyuhoa stoc
as of the date of conversion of this Note, thesctafscommon stock as then authorized (the classook issued under this Section 2(#he “
Common StocK) and (ii) an equivalent number of membership sinit Spark HoldCo, LLC (the Units ”). The Aggregate Note Amount st
be convertible into an equivalent number of shaféSommon Stock and Units equal to the quotierthefAggregate Note Amount divided
$16.57(the “ Conversion Formula”). For example, if the Aggregate Note Amount is eqa&$2,075,000.00 and the Fair Market Value of
Class A Common Stock is $17.00, Holder would béledtto receive (i) 125,226 shares of Common SiacREl, (ii) 125,226 Units in Sps
HoldCo and (iii) $ 5.31 in cash for the fractiosalare of Common Stock that will be accounted fadoordance with Section 3(oglow.

(b)  Automatic Conversion upon Sale of Compar

Immediately prior to the Sale of SEI (as definedb®, the Aggregate Note Amount shall be automdyiceonverted into Class
Common Stock (or Common Stock if applicable) andtdJim the manner set forth in Section 3gé@pve and Section 3(below. For purposi
of this Section 3(b) “ Sale of SEI" means prior to the Maturity Date (and prior to cension at Holdes election) (i) the reorganizatic
consolidation or merger of the Issuers in whichhibklers of SEI's outstanding
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voting securities prior to the closing of such ggorization, consolidation or merger do not retaiting securities representing a majorit
the voting power of the surviving entity; (i) tlsale, transfer or exclusive license of all or saisally all of the assets of the Issuers; or
the sale of equity by the existing holders of aaptock of SEI the result of which is that morartHifty percent (50%) of SE4’ outstandin
voting securities immediately following such tracisan are owned by persons or entities who wereegatty holders of SEI immediately pr
to any such transaction, provided that, a SaleEdfsBall not include any transaction or serieseddited transactions principally for bona
equity financing purposes in which cash is receilggdSE| or any successor or indebtedness of theeisss cancelled or converted ¢
combination thereof occurs.

(c) Mechanics and Effect of Conversio

No fractional shares of either Common Stock or §niéspectively, will be issued upon conversiothedf Note. In lieu of any fraction
share to which the Holder would otherwise be eadtitiISEI or Spark HoldCo will pay to the Holder iash the amount of the unconve
principal and interest balance of this Note thatla@mtherwise be converted into such fractionatethdased on the Fair Market Value of
Class A Common Stock multiplied times the numbefraétional shares of Common Stock to which Holdegntitled to upon the convers
as provided in_Section 3(aJJpon conversion of this Note pursuant to Sec8a, the Holder shall surrender this Note, duly enddrst th
principal offices of SEI or any transfer agent &lSAt Holder's expense, SEI and Spark HoldCo will, as soon astipable thereafter, iss
and deliver to such Holder, at the address of th&lét most recently furnished in writing to eitf®El or Spark HoldCo, a certificate
certificates for the number of Common Stock andt&wnihich such Holder is entitled upon such coneersiogether with any other securi
and property to which the Holder is entitled upanhsconversion under the terms of this Note, indgd check payable to the Holder for
cash amounts payable as described herein. Uporeion of this Note, SEI and Spark HoldCo will tmeefver released from all of th
respective obligations and liabilities under thist&with regard to that portion of the principal@amt and accrued interest being conve
including, without limitation, the obligation to pauch portion of the principal amount and accrinerest.

For the purpose of this Note Fair Market Value of SEI Class A Common Stock’ shall mean the closing price of a share of Cle
Common Stock as reported by the NASDAQ Global Madkethe date Holder exercises its conversion sigistprovided in this Sectiono8 if
such date is not a trading day, the date of the masent trading day prior to the date of exercise.

4. Payment

All payments shall be made in lawful money of theitedd States of America at such place as the Hdlderof may from time to tin
designate in writing to either SEI or Spark Hold®ayment shall be credited first to the accruedubpiid interest then due and payable
the remainder applied to principal. Any amounts dueonnection with this Note may be prepaid in \ghor in part at any time withc
penalty upon ten (10) days’ advance notice by effitel or Spark HoldCo to the registered holdethds Note.
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5. Payment of Taxes

Issuers, jointly and severally, will pay all taxesher than taxes based upon income or gross n)agdhother governmental charge
any, that may be imposed with respect to the isswelivery of this Note or any equity securityHolder upon conversion.

6. Tax Treatment

The parties agree that (a) none of the partiesredllize any gain or loss for U.S. federal incoamepurposes upon conversion to eg
securities pursuant to Section 3 hereof, (b) thieNentil converted) will be treated as debt fazame tax purposes, (c) occurrence of an ¢
giving rise to an optional conversion right in favaf Holder prior to the Maturity Date is a rematentingency as described in Treas
Regulations Section 1.127%h)(2), (d) this Note is not a contingent paymeebt instrument as described in Treasury Regulat®ectiol
1.1275-4 and (e) all tax returns will be prepargdh® parties in a manner consistent with clauagghfough (d) of this Section ,7unles
otherwise required by applicable law.

7. Representations and Warranties of Holder
Holder hereby makes the representations and warsaset forth on attached Appendix A
8. Transfer; Successors and Assigns

The terms and conditions of this Note shall inwrahte benefit of and be binding upon the respeaivecessors and assigns of
parties. Notwithstanding the foregoing, except dopledge of this Note to a bank or other finanaoiatitution that creates a mere sect
interest in this Note in connection with a bonafldan transaction, the Holder may not assign,gaedr otherwise transfer this Note with
the prior written consent of both Issuers. Subjedhe preceding sentence, this Note may be tramsf@nly upon surrender of the origi
Note to either Issuer for registration of transfguly endorsed, or accompanied by a duly executetiew instrument of transfer in fol
satisfactory to both Issuers, and, thereupon, anme for the same principal amount and intereBtbgiissued to, and registered in the n
of, the transferee. Interest and principal are pkyanly to the registered holder of this Note.

9. Conversion to Units

With respect to any Units acquired by Holder puréua the conversion provided for in Sectioniolder, Spark HoldCo and SEI st
execute a counterpart to that certain Second Antkadel Restated Limited Liability Company AgreemehtSpark HoldCo, LLC, date
August 1, 2014 (the HoldCo LLC Agreement). Upon the conversion, Holder acknowledges thatdtstg ownership interest Spark Hold
will be subject to the terms and provisions of t@dCo LLC Agreement as though it were a signafmsty thereto.




10. Registration Rights

With respect to any Class B Common Stock acquiseHdider pursuant to the conversion provided foBettion 3 if so exercised t
Holder, SEI shall grant unto Holder certain registm rights, including, without limitation, pigggbk registration rights, such that Holder
have similar demand registration and piggybacksteafion rights as was granted to NuDevco Retail; land NuDevco Retail Holdings, LL
in that certain Registration Rights Agreement dafadyust 1, 2014, that was entered into at the tiff@EI’s initial public offering. It is agre¢
that at the time Holder exercises its conversights as set forth in_Section, 3f so exercised, Holder and SEI will in good ffa#égree to
Registration Rights Agreement in a mutually agrés&irm.

11. Governing Law; Jurisdiction

This Note shall be governed by and construed utfdetaws of the State of Texas as applied to aggatsstamong Texas reside
entered into and to be performed entirely withie tbtate of Texas, without giving effect to prinefplof conflicts of law. The parti
irrevocably consent to the jurisdiction and ventithe state and federal courts located in Harrisir®g Texas in connection with any act
relating to this Note.

12. Specific Performance.

Issuers acknowledge and agree that the remeditsvabf Holder in the event of any default by SEI $park HoldCo in tr
performance of or compliance with any of the teohthis Note are not adequate and may be enforgeddecree for the specific performa
of any agreement contained herein or by an injoncigainst a violation of any of the terms hereajtberwise.

13. Notices

Any notice required or permitted by this Note shwlgiven in writing and shall be deemed effectivglen (a) upon personal delivi
to the party to be natified, (b) upon confirmatiohreceipt by fax by the party to be notified, @)e (1) business day after deposit wi
reputable overnight courier, prepaid for overnidélivery and addressed as set forth in subseatiprof (d) three (3) days after deposit \
the United States Post Office, postage prepaidstexgd or certified with return receipt requestéad addressed to the party to be notifie
the address of such party indicated directly belmwagt such other address as such party may désigpden (10) daysidvance written notis
to the other party given in the foregoing manner.

SEI Spark HoldCo Holder

2105 CityWest Blvd. 2105 CityWest Blvd. 2105 CityWest Blvd.

Suite 100 Suite 100 Suite 100

Houston, TX 77042 Houston, TX 77042 Houston, TX 77042

Attn: Chief Executive Officer Attn: Chief Executive Office Attn: Chief Executive Officer
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14. Amendments and Waivers

Any term of this Note may be amended only with tetten consent of the Issuers and the Holder. Anyendment or waiv
effectuated in accordance with this Sectiorstall be binding upon Issuers, Holder and eaclsteaee of this Note.

15. Shareholders, Officers and Directors Not Liable

In no event shall any shareholder, officer or diveof either SEI or Spark HoldCo be liable for aamgounts due or payable pursuail
this Note.

16. Action to Collect on Note

If action at law or equity is necessary to enfoocénterpret the terms of this Note, the prevailpayty shall be entitled to reason:
attorney’s fees, costs and necessary disbursenmesdslition to any other relief to which such partgy be entitled.

17. Severability

If any provision of this Note shall be judicialledared to be illegal, invalid or unenforce
under any present or future law, and if the right®bligations of the parties under this Note wonidd be materially and adversely affec
thereby, such provision shall be fully separabted ¢his Note shall be construed and enforced asigh illegal, invalid or unenforceal
provision had never comprised a part thereof, &dedrémaining provisions of this Note shall remairfuill force and effect and shall not
affected by the illegal, invalid or unenforceabteyision or by its severance therefrom.

18. Waiver of Jury Trial

Each of SEI, Spark HoldCo and Holder hereby waitgsight to trial by jury in any claim (whether $&d upon contract, tort
otherwise) under, related to or arising in conmectiith this Note.

19. Waivers By Issuers

EACH OF SEI AND SPARK HOLDCO HEREBY WAIVE PRESENTME NT, NOTICE OF DISHONOR, PROTEST AND
NOTICE OF PROTEST, AND ANY OR ALL OTHER NOTICES OR DEMANDS IN CONNECTION WITH THE DELIVERY,
ACCEPTANCE, PERFORMANCE, DEFAULT, ENDORSEMENT OR CO LLECTION OF THIS NOTE.

[ Signature Page Followls
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SEl:
SPARK ENERGY, INC.
By: /s/Nathan Kroeker
Name: Nathan Kroeker
Title: President/CEO

SPARK
HOLDCO:

SPARK HOLDCO, LLC

By: /s/Nathan Kroeker
Name: Nathan Kroeker
Title: President/CEO

AGREED TO AND ACCEPTED:

HOLDER:
RETAIL ACQUISITION CO, LLC

By: /s/Todd Gibson
Name: Todd Gibson
Title: Executive Vice President and Chief Finah©fficer

Signature Page to Spark HoldCo, LLC and Spark Engrdnc.
Convertible Subordinated Promissory Note




APPENDIX A
To Convertible Subordinated Promissory Note

REPRESENTATIONS AND WARRANTIES OF THE HOLDER
The Holder represents and warrants to Issuerdlas/fo

A. Investment Intent . Holder hereby represents and warrants that Hadeequiring the Note for the Holderbwn account, not
nominee or agent, for beneficial interests and shment and not with a view to, or for resale inreetion with, any distribution or pub
offering thereof within the meaning of the SecestiAct of 1933, as amended (thBécurities Act’), or any state securities laws.

B. Restricted Securities. The Holder understands that this Note and anyriess issued pursuant to the conversion of thoge
are “restricted securitieginder the federal securities laws inasmuch asheisg acquired from Issuers in a transaction meblving a publi
offering and that under such law and applicablells@gns such securities may be resold withoutstegfion under the Securities Act only
certain limited circumstances. The Holder represdhat is it familiar with Rule 144, as presentty effect, and understands the re
limitations imposed thereby and by the Securities A

C. Information Made Available to Holder . Holder acknowledges that the Issuers have madiahble to the Holder, or to t
Holder’s attorney, accountant or representative, all decusnthat the Holder has requested, and the Hbolaerequested all documents
other information that the Holder has deemed necgss consider in connection with an investmentssuers. Holder acknowledges thi
has had an opportunity to consult with Issuers mpameent regarding SEI's and Spark HoldCo's prospaetsthe risks associated with SEI’
and Spark HoldCo’s business. Holder acknowledgasitthas had an opportunity to review financidbimation relating to SE$ and Spal
HoldCo’s businesses. Holder is familiar with thereat capitalization and ownership of Issuers.



NEITHER THIS NOTE, THE SECURITIES REPRESENTED HEREBNOR THE SECURITIES ISSUABLE UPON CONVERSI(
HEREOF HAVE BEEN REGISTERED UNDER THE UNITED STATESECURITIES ACT OF 1933, AS AMENDED (THESECURITIES
ACT"). THE HOLDER HEREOF, BY PURCHASING SUCH SECURITIESGREES FOR THE BENEFIT OF EITHER SEI OR SPA
HOLDCO THAT SUCH SECURITIES MAY BE OFFERED, SOLD OBTHERWISE TRANSFERRED ONLY (A) TO EITHER SEI (
SPARK HOLDCO, (B) PURSUANT TO AN EFFECTIVE REGISTRAON STATEMENT, (C) IN ACCORDANCE WITH RULE 14
RULE 145 OR RULE 144A UNDER THE SECURITIES ACT, APPLICABLE, AND IN ACCORDANCE WITH ANY APPLICABLE
STATE SECURITIES OR “BLUE SKY"LAWS OR (D) IF EITHER SEI OR SPARK HOLDCO HAS RECHD AN OPINION OF
COUNSEL REASONABLY SATISFACTORY TO EITHER SElI OR 8RK HOLDCO, OR OTHERWISE SATISFIED ITSELF, TH#
THE TRANSACTION DOES NOT REQUIRE REGISTRATION UNDERHE SECURITIES ACT OR ANY APPLICABLE U.S. STAT
LAWS AND REGULATIONS GOVERNING THE OFFER AND SALE BSECURITIES.

SPARK HOLDCO, LLC AND SPARK ENERGY, INC.
CONVERTIBLE SUBORDINATED PROMISSORY NOTE

Note No. 1 Issuance Date: July 31, 201
Houston, Texas

For value received, Spark Energy, Inc., a Delanaporation (“SEI "), and Spark HoldCo, LLC, a Delaware limited liabi
company (“Spark HoldCo,” and together with SEI, thel$suers”), jointly and severally, promises to pay to the orofeRetailco Acquisitio
Co, LLC (the “Holder "), the principal sum oFive Million and No/100 US Dollars ($5,000,000.00)This convertible promissory note (this “
Note”) is subject to the following terms and conditions

1. Interest, Maturity and Default

(@) Interest on this Note shall accrue from the Issadbate on the unpaid principal balance at a ratelelg five percent (5%) p
annum, simple interest compounding annuaiith interest only payable semiannually in arrearsJanuary 1 and July 1 of each y
commencing January 1, 2016 (each dntérest Payment Daté), provided, howevey that Issuers shall have the right to elect to-ipagind
all or portions of the interest payable under thite by sending to Holder a notice of such elec(@hPIK Election Notice”) at least two (=
business days prior to the applicable Interest RayDate specifying (i) the amount of interest thik be paid in kind and (ii) the amount
cash that will be paid to Holder on the applicaloieerest Payment Date, if any. Irrespective of diage a PIK Election Notice is made,
actual payment in kind will occur on the




applicable Interest Payment Date. If a PIK Electdmtice electing to pay interest in kind is made tloe applicable Interest Payment Date
amount elected to be paid in kind will be capitadizcompounded and added to the unpaid principalatrof this Note effective as of st
Interest Payment Date. Unless otherwise consentadwriting by the Holder, if the Issuers fail deliver a PIK Election Notice to Holder
or before the date specified above for such natim do not make an interest payment in cash oappkcable Interest Payment Date fol
interest due, it shall be deemed that the Issugve klected to pay the balance of the interestoduthe applicable Interest Payment Dai
kind. The principal and interest due under thiseNstall be paid in full after the fifth (5th) anargary of the Issuance Date (th&laturity
Date ™), and if any principal or interest under this Notenaéns unpaid after the Maturity Date the interes¢ ron such unpaid amounts s
increase from five percent (5%) per annum to taage (10%) per annum, simple interest. Subje&ection 2 principal and any accrued |
unpaid interest under this Note shall be due apdige upon written demand by the Holder at any titer the Maturity Date.

(b) Notwithstanding the provisions of Section 1g§bpve and subject to
Section 2below, the entire unpaid principal sum of this Natgether with accrued and unpaid interest thersloall become immediately ¢
and payable upon (i) the execution by either Issfier general assignment for the benefit of credjt@i) the filing by or against either Iss
of a petition in bankruptcy or any petition forieglunder the federal bankruptcy act or the corfimn of such petition without dismissal fc
period of ninety (90) days or more or (iii) the apgment of a receiver or trustee to take possagsithe property or assets of either Issuer.

2. Subordination

(@) The indebtedness evidenced by this Note, inclugirigcipal and interest, is hereby expressly sulmatdid and junior, to tl
extent and in the manner hereinafter set forthigint of payment to the prior payment in full of af the Issuers’ Senior Indebtednes&eniol
Indebtednes?” shall mean the principal of and unpaid interest mreinium, if any, on (i) indebtedness of the Issumrwith respect to whit
either or both of the Issuers is a guarantor, wéretlutstanding on the date hereof or hereaftetexieto banks, insurance companies or «
lending or thrift institutions regularly engaged time business of lending money, whether or not regcuand (ii) any deferrals, renew
extensions, refunding, amendment, modificationror debentures, notes or other evidence of indebtsdissued in exchange for such Se
Indebtedness.

(b) Upon any receivership, insolvency, assignment fier henefit of creditors, bankruptcy, reorganization arrangement whi
creditors (whether or not pursuant to bankruptcgtber insolvency laws), sale of all or substaltiall of the assets, dissolution, liquidati
or any other marshaling of the assets and liadslitif the Issuers or in the event this Note shatidclared due and payable, (i) no amount
be paid by the Issuers, whether in cash or propentgspect of the principal of or interest on tNiste at the time outstanding, unless and
the full amount of any Senior Indebtedness thestantling shall be paid in full, and (ii) no claimproof of claim shall be filed with eith
Issuer or otherwise by or on behalf of the holdethis Note which shall assert any right to recevy payments in respect of the principe
and interest on this Note except subject to thergeny in full of all of the Senior Indebtedness tloestanding.




(c) If an event of default has occurred with respeany Senior Indebtedness, permitting the holdenetifdo accelerate the matui
thereof, then unless and until such event of defhdll have been cured or waived or shall haveart#o exist, or all Senior Indebtedness
have been paid in full, no payment shall be madespect of the principal of or interest on this&o

(d) Nothing contained in the preceding paragraphs $malhir, as between the Issuers and the Holderpltigation of the Issuel
which is absolute and unconditional, to pay toHoéder hereof the principal hereof and interesebaras and when the same shall becom
and payable, or shall prevent the Holder, uponudefereunder, from exercising all rights, powensl a&emedies otherwise provided herei
by applicable law, all subject to the rights, ifyaof the holders of Senior Indebtedness undeptkeeding paragraphs to receive cash or
properties otherwise payable or deliverable toHb&ler pursuant to this Note. Holder, Issuers aociede Generale, as agent under that ce
amended and restated credit facility dated Julg08,5 under which Spark HoldCo is borrower, shalgdod faith agree to a Subordina
Agreement in a mutually agreeable form.

3. Conversion
(@)  Conversion at Holder’s Electior

The principal and accrued but unpaid interest urlisr Note (the “Aggregate Note Amount) shall at any time after eighteen (
months be convertible, at the Holder’'s written ttetto the Issuers, into (i) shares of SEI ClassoBimon stock, $0.01 par value per share (*
Class B Common StocR, or if the Class B Common Stock is no longer auttestiand has been converted into another classyohon stoc
as of the date of conversion of this Note, thesctafscommon stock as then authorized (the classook issued under this Section 2(#he “
Common StocK) and (ii) an equivalent number of membership sinit Spark HoldCo, LLC (the Units ”). The Aggregate Note Amount st
be convertible into an equivalent number of shafégSommon Stock and Units equal to the quotierthefAggregate Note Amount divided
$14.00(the “ Conversion Formula”). For example, if the Aggregate Note Amount is eqaa5,000,000.00 and the Fair Market Value of
Class A Common Stock is $15.00, Holder would béledtto receive (i) 357,142 shares of Common SiacREl, (ii) 357,142 Units in Spa
HoldCo and (iii) $12.86 in cash for the fractioshlre of Common Stock that will be accounted fadoordance with Section 3(aglow.

(b)  Automatic Conversion upon Sale of Compar

Immediately prior to the Sale of SEI (as definedbi®, the Aggregate Note Amount shall be automdlticeonverted into Class
Common Stock (or Common Stock if applicable) andtdJim the manner set forth in Section 3é@pve and Section 3(below. For purpost
of this Section 3(b) “ Sale of SEI” means prior to the Maturity Date (and prior to cersion at Holdes election) (i) the reorganizatic
consolidation or merger of the Issuers in which lbéders of SEE outstanding voting securities prior to the clgsf such reorganizatic
consolidation or merger do not retain voting semsirepresenting a majority of the voting poweths surviving entity; (ii) the sale, trans
or exclusive license of all or substantially alltbé assets of the Issuers; or (iii) the sale of
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equity by the existing holders of capital stockS#I the result of which is that more than fifty pemt (50%) of SEE outstanding votir
securities immediately following such transactio@ awned by persons or entities who were not eduotgiers of SEI immediately prior to ¢
such transaction, provided that, a Sale of SEIl stmlinclude any transaction or series of reldtadsactions principally for bona fide eq:
financing purposes in which cash is received by @Eny successor or indebtedness of the Issueenilled or converted or a combina
thereof occurs.

(c) Mechanics and Effect of Conversio

No fractional shares of either Common Stock or §lniéspectively, will be issued upon conversiothef Note. In lieu of any fraction
share to which the Holder would otherwise be eawitiSEI or Spark HoldCo will pay to the Holder imsh the amount of the unconve
principal and interest balance of this Note thatildatherwise be converted into such fractionatsth®ased on the Fair Market Value of
Class A Common Stock multiplied times the numbefraétional shares of Common Stock to which Holdegntitled to upon the convers
as provided in_Section 3(aJJpon conversion of this Note pursuant to Sec8ia), the Holder shall surrender this Note, duly enddrst th
principal offices of SEI or any transfer agent &lSAt Holder's expense, SEI and Spark HoldCo will, as soon astipable thereafter, iss
and deliver to such Holder, at the address of th&lét most recently furnished in writing to eitf@El or Spark HoldCo, a certificate
certificates for the number of Common Stock andt&Jnihich such Holder is entitled upon such coneersiogether with any other securi
and property to which the Holder is entitled upanhsconversion under the terms of this Note, indgd check payable to the Holder for
cash amounts payable as described herein. Uporeion of this Note, SEI and Spark HoldCo will tmeefver released from all of th
respective obligations and liabilities under thist&with regard to that portion of the principal@amt and accrued interest being conve
including, without limitation, the obligation to p&uch portion of the principal amount and accrinégrest.

For the purpose of this Note Fair Market Value of SEI Class A Common Stock’ shall mean the closing price of a share of Cle
Common Stock as reported by the NASDAQ Global Madkethe date Holder exercises its conversion sigistprovided in this Sectiono8 if
such date is not a trading day, the date of the masent trading day prior to the date of exercise.

4. Rights to Setoff

The Issuers shall have the option, at their saderdtion, to notify Holder of its election
offset amounts owed to Spark HoldCo pursuant tdi&ex 2.4(e)or 10.3(h)of that certain Membership Interest Purchase Ageserthe “
Purchase Agreemer”), dated as of May 12, 2015, by and between SpiokiCo and Holder, that are determined by final-appealabl
judgment to be due and payable by Holder to Spalki€b and which amounts have not been so paid bgeroagainst any unpaid princi
of, and all accrued and unpaid interest under,Noi®e on a dollar-for-dollar basis (thesetoff Notification”). If within fifteen (15) days afte
receiving the Setoff Notification, Holder notifitise Issuers that it will pay all such amounts ambers payment thereof within such fift
(15) day period, no such setoff referenced in S@stion 4shall occur. The parties hereby agree that the ataftset shall be applied first
accrued but unpaid interest and




the remainder applied to principal of this Notee3# rights of offset, shall be exercisable by eithsuer consistent with this Sectiorby
giving written notice to Holder from time to timpexifying the amount being offset and the effectlaée of such offset.

5. Payment

All payments shall be made in lawful money of thaited States of America at such place as the Hdldexof may from time to tin
designate in writing to either SEI or Spark Hold®ayment shall be credited first to the accruedubpiid interest then due and payable
the remainder applied to principal. Any amounts dueonnection with this Note may be prepaid in ghor in part at any time withc
penalty upon ten (10) days’ advance notice by effitel or Spark HoldCo to the registered holdehds Note.

6. Payment of Taxes

Issuers, jointly and severally, will pay all taxesher than taxes based upon income or gross n)agihother governmental charge
any, that may be imposed with respect to the isswelivery of this Note or any equity securityHolder upon conversion.

7. Tax Treatment

The parties agree that (a) none of the partiesredllize any gain or loss for U.S. federal incoamepurposes upon conversion to eg
securities pursuant to Section 3 hereof, (b) thieNentil converted) will be treated as debt fazame tax purposes, (c) occurrence of an ¢
giving rise to an optional conversion right in favaf Holder prior to the Maturity Date is a rematentingency as described in Treas
Regulations Section 1.127%h)(2), (d) this Note is not a contingent paymeéeabt instrument as described in Treasury Regulattectiol
1.1275-4 and (e) all tax returns will be prepargdh®e parties in a manner consistent with clauagghfough (d) of this Section ,7unles
otherwise required by applicable law.

8. Representations and Warranties of Holder
Holder hereby makes the representations and warsaset forth on attached Appendix A
9. Transfer; Successors and Assigns

The terms and conditions of this Note shall inwrahte benefit of and be binding upon the respeaivecessors and assigns of
parties. Notwithstanding the foregoing, except dopledge of this Note to a bank or other finanaoiatitution that creates a mere sect
interest in this Note in connection with a bonafldan transaction, the Holder may not assign,gaedr otherwise transfer this Note with
the prior written consent of both Issuers. Subjedhe preceding sentence, this Note may be tramesf@nly upon surrender of the origi
Note to either Issuer for registration of transfdu)y endorsed, or accompanied by a duly executetiew instrument of transfer in fol
satisfactory to both Issuers, and, thereupon, armae for the same principal amount and interest
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will be issued to, and registered in the namehf ttansferee. Interest and principal are payatilieto the registered holder of this Note.
10. Conversion to Units

With respect to any Units acquired by Holder purgua the conversion provided for in Sectioniolder, Spark HoldCo and SEI s}
execute a counterpart to that certain Second Antkiatle Restated Limited Liability Company AgreemehtSpark HoldCo, LLC, date
August 1, 2014 (the HoldCo LLC Agreement). Upon the conversion, Holder acknowledges thatdtstg ownership interest Spark Hold
will be subject to the terms and provisions of t@ddCo LLC Agreement as though it were a signafmasty thereto.

11. Registration Rights

With respect to any Class B Common Stock acquiseHddder pursuant to the conversion provided foSettion 3 if so exercised t
Holder, SEI shall grant unto Holder certain registm rights, including, without limitation, pigggok registration rights, such that Holder
have similar demand registration and piggybacksteafion rights as was granted to NuDevco Retail; land NuDevco Retail Holdings, LL
in that certain Registration Rights Agreement dafadyust 1, 2014, that was entered into at the tiffeEI’s initial public offering. It is agre¢
that at the time Holder exercises its conversights as set forth in_Section, 3f so exercised, Holder and SEI will in good ffa#dgree to
Registration Rights Agreement in a mutually agrés&irm.

12. Governing Law; Jurisdiction

This Note shall be governed by and construed utfdetaws of the State of Texas as applied to aggatsstamong Texas reside
entered into and to be performed entirely withie tBtate of Texas, without giving effect to prinefplof conflicts of law. The parti
irrevocably consent to the jurisdiction and ventithe state and federal courts located in Harrisir®g Texas in connection with any act
relating to this Note.

13. Specific Performance.

Issuers acknowledge and agree that the remeditsvabf Holder in the event of any default by SEI $park HoldCo in tr
performance of or compliance with any of the teohthis Note are not adequate and may be enforgeddecree for the specific performa
of any agreement contained herein or by an injonciigainst a violation of any of the terms hereaftberwise.

14. Notices

Any notice required or permitted by this Note shwlgiven in writing and shall be deemed effectivglen (a) upon personal delivi
to the party to be natified, (b) upon confirmatiohreceipt by fax by the party to be notified, @)e (1) business day after deposit wi
reputable overnight courier, prepaid for overnidblivery and addressed as set forth in subseatiprof (d) three (3) days after deposit \
the United States Post Office, postage prepaidstergd or certified




with return receipt requested and addressed t@dhty to be notified at the address of such partiicated directly below, or at such ot
address as such party may designate by ten (18) ddyance written notice to the other party giiwethe foregoing manner.

SEI Spark HoldCo Holder

2105 CityWest Blvd. 2105 CityWest Blvd. 2105 CityWest Blvd.

Suite 100 Suite 100 Suite 100

Houston, TX 77042 Houston, TX 77042 Houston, TX 77042

Attn: Chief Executive Officer Attn: Chief Executive Office Attn: Chief Executive Officer
15. Amendments and Waivers

Any term of this Note may be amended only with thktten consent of the Issuers and the Holder. Anyendment or waiv
effectuated in accordance with this Sectiorstall be binding upon Issuers, Holder and eaclsteaee of this Note.

16. Shareholders, Officers and Directors Not Liable

In no event shall any shareholder, officer or diveof either SEI or Spark HoldCo be liable for aamgounts due or payable pursuail
this Note.

17. Action to Collect on Note

If action at law or equity is necessary to enfoocénterpret the terms of this Note, the prevailpayty shall be entitled to reason:
attorney’s fees, costs and necessary disbursenmesdslition to any other relief to which such partgy be entitled.

18. Severability

If any provision of this Note shall be judicialledared to be illegal, invalid or unenforces
under any present or future law, and if the rigit®bligations of the parties under this Note wondd be materially and adversely affec
thereby, such provision shall be fully separable] ¢his Note shall be construed and enforced asigh illegal, invalid or unenforceal
provision had never comprised a part thereof, &edrémaining provisions of this Note shall remairfuill force and effect and shall not
affected by the illegal, invalid or unenforceabieision or by its severance therefrom.

19. Waiver of Jury Trial

Each of SEI, Spark HoldCo and Holder hereby waitgsight to trial by jury in any claim (whether $&d upon contract, tort
otherwise) under, related to or arising in conmectiith this Note.




20. Waivers By Issuers

EACH OF SEI AND SPARK HOLDCO HEREBY WAIVE PRESENTME NT, NOTICE OF DISHONOR, PROTEST AND
NOTICE OF PROTEST, AND ANY OR ALL OTHER NOTICES OR DEMANDS IN CONNECTION WITH THE DELIVERY,
ACCEPTANCE, PERFORMANCE, DEFAULT, ENDORSEMENT OR CO LLECTION OF THIS NOTE.

[ Signature Page Follows




HOLDCO:

Melman

AGREED TO AND ACCEPTED:

HOLDER:
RETAIL ACQUISITION CO, LLC

By: /s/ W. Keith Maxwell llI
Name: W. Keith Maxwell 111
Title: Chief Executive Officer

SEl:
SPARK ENERGY, INC.

Melman
Name: Gil Melman
Title:  Vice President & General Counsel_

SPARK HOLDCO, LLC
By: /s/Gil

Name: Gil Melman
Title:  Vice President & General Counsel_

Signature Page to Spark HoldCo, LLC and Spark Engrdnc.
Convertible Subordinated Promissory Note

By: /s/Gi

SPARK




APPENDIX A
To Convertible Subordinated Promissory Note

REPRESENTATIONS AND WARRANTIES OF THE HOLDER
The Holder represents and warrants to Issuerdlas/fo

A. Investment Intent . Holder hereby represents and warrants that Hadeequiring the Note for the Holderbwn account, not
nominee or agent, for beneficial interests and shment and not with a view to, or for resale inreetion with, any distribution or pub
offering thereof within the meaning of the SecestiAct of 1933, as amended (thBécurities Act’), or any state securities laws.

B. Restricted Securities. The Holder understands that this Note and anyriess issued pursuant to the conversion of thoge
are “restricted securitieginder the federal securities laws inasmuch asheisg acquired from Issuers in a transaction meblving a publi
offering and that under such law and applicablells@gns such securities may be resold withoutstegfion under the Securities Act only
certain limited circumstances. The Holder represdhat is it familiar with Rule 144, as presentty effect, and understands the re
limitations imposed thereby and by the Securities A

C. Information Made Available to Holder . Holder acknowledges that the Issuers have madiahble to the Holder, or to t
Holder’s attorney, accountant or representative, all decusnthat the Holder has requested, and the Hbolaerequested all documents
other information that the Holder has deemed necgss consider in connection with an investmentssuers. Holder acknowledges thi
has had an opportunity to consult with Issuers mpameent regarding SEI's and Spark HoldCo's prospaetsthe risks associated with SEI’
and Spark HoldCo’s business. Holder acknowledgasitthas had an opportunity to review financidbimation relating to SE$ and Spal
HoldCo’s businesses. Holder is familiar with thereat capitalization and ownership of Issuers.



EXHIBIT 31.1

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

I, Nathan Kroeker, certify that:

1. I have reviewed this Quarterly Report (the “mrJaon Form 10-Q of Spark Energy, Inc. (the “retcpsit”);

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or dmitatea material fact necessary to make
statements made, in light of the circumstances mwtieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemeantd, other financial information included in theport, fairly present in all material respects
financial condition, results of operations and ciels of the registrant as of, and for, the pesipdesented in this report;

4. The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contenisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) foréhéstrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedaorée designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within those ent
particularly during the period in which this rep@tbeing prepared;

(b) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions about the effectes
of the disclosure controls and procedures, aseoétid of the period covered by this report basesligh evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the registranthost recent fisc
quarter (the registrargt’fourth fiscal quarter in the case of an annupbrig that has materially affected, or is reasopdiiely to materially affect, tr
registrant’s internal control over financial repog; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @rtver financial reporting, to tl
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons parfiog the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal comver financial reporting which are reason:
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finamtfatmation; and

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a s@niifiole in the registrastiinternal contre
over financial reporting.

Date: August 13, 2015

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




EXHIBIT 31.2

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

I, Georganne Hodges, certify that:
1. I have reviewed this Quarterly Report (the “r&aon Form 10-Q of Spark Energy, Inc. (the “regpsit”);

2. Based on my knowledge, this report does notatorgny untrue statement of a material fact or dmitate a material fact necessary to mak
statements made, in light of the circumstancesuwtiech such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in theport, fairly present in all material respects
financial condition, results of operations and clieWvs of the registrant as of, and for, the pesipdesented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contans procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) foreléstrant and have:

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedaorée designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissmade known to us by others within those ent
particularly during the period in which this rep@being prepared;

(b) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbd report our conclusions about the effectas
of the disclosure controls and procedures, aseétid of the period covered by this report baseslich evaluation; and

(c) Disclosed in this report any change in thegtgnt's internal control over financial reportitigat occurred during the registranthost recent fisc
quarter (the registrargt’fourth fiscal quarter in the case of an annupbr® that has materially affected, or is reasopdibkly to materially affect, tt
registrant’s internal control over financial repog; and

5. The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financial reporting,
the registrant’s auditors and the audit committeth® registrant’s board of directors (or persoadqgrming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal comiver financial reporting which are reason:
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finamtfatmation; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the registramstiinternal contrc
over financial reporting.

Date: August 13, 2015

/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

In connection with the Quarterly Repartkorm 10-Q for the quarter ended June 30, 205 Rleport”) of Spark Energy, Inc., a
Delaware corporation (the “Company”), as filed wiitle Securities and Exchange Commission on thetaatof, Nathan Kroeker, Chief
Executive Officer of the Company and Georganne tlsd@hief Financial Officer of the Company, eadtifse pursuant 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, that, to his and her krealgk:

1. This Report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchafsgteof 1934, as amended,;
and

2. The information contained in the Report fairly gmets, in all material respects, the financial cbadiand results of operations
the Company.

Date: August 13, 2015

/s/Nathan Kroeker

Nathan Kroeke
Chief Executive Office

/s/IGeorganne Hodges

Georganne Hodg
Chief Financial Office



