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The information in this preliminary prospectus is not complete and may be changed. We may not sell 8esecurities until the registration statement
filed with the Securities and Exchange Commissiorsieffective. This preliminary prospectus is not awffer to sell securities, and it is not solicitingan
offer to buy these securities in any jurisdiction were the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JULY 25, 2014

PRELIMINARY PROSPECTUS

3,000,000 Shares

spark
SPARK ENERGY, INC.
CLASS A COMMON STOCK

This is the initial public offering of our Class@®mmon stock, par value $0.01 per share. We dieg8/000,000 shares of
Class A common stock in this offering.

Prior to this offering, there has been no publickeafor our Class A common stock. The initial palaffering price of the
Class A common stock is expected to be betweerd@Xhd $21.00 per share. We have applied to lis€tass A common stock
on the NASDAQ Global Select Market under the symiB®KE.”

We have granted the underwriters an option to @setirom us up to 450,000 additional shares ofsGdasommon stock.

We are an “emerging growth company” as that terosel in the Jumpstart Our Business Startups A2002, and as such, we
have elected to take advantage of certain redugkliccompany reporting requirements for this pextps and future filings. See
“Risk Factors” and “Prospectus Summary—EmergingwinacCompany Status.”

The initial public offering price of our Class Aroonon stock may not be indicative of the marketgpa€our Class A common
stock after this offering. In addition, an actiliguid and orderly trading market for our Class énumon stock may not develop or
be maintained, and our stock price may be volafike “Risk Factors.”

Investing in our Class A common stock involves risk See ‘Risk Factors” on page 25.

Per Class A Share Total
Price to Public $ $
Underwriting Discounts and Commissions (1) $ $
Proceeds to Spark Energy, Inc. (2) $ $

(1) Includes a structuring fee equal to 0.50% efdhoss proceeds of this offering payable to RobderBaird & Co. Incorporated and Stifel,
Nicolaus & Company, Incorporated. Please r*Underwriting”

(2) None of the net proceeds from this offering willregained by Spark Energy, Inc. Please"Use of Proceec”
Delivery of the shares of Class A common stock béllmade on or about , 2014,

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these
securities or determined if this prospectus is trutful or complete. Any representation to the contray is a criminal offense.
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You should rely only on the information contained n this prospectus and any free writing prospectusepared by us or on
our behalf or to the information which we have refered you. Neither we nor the underwriters have autlorized anyone to
provide you with information different from that co ntained in this prospectus and any free writing prepectus. We take no
responsibility for, and can provide no assurance a® the reliability of, any other information that others may give you. We
are not, and the underwriters
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are not, making an offer to sell shares of Class éommon stock in any jurisdiction where the offer orsale is not permitted.
The information in this prospectus is accurate onlyas of the date of this prospectus, regardless dfd time of any sale of the
Class A common stock. Our business, financial corttbn, results of operations and prospects may hawhanged since that
date.

This prospectus contains forwardlooking statements that are subject to a number afisks and uncertainties, many of whicl
are beyond our control. See “Risk Factors” and “Cationary Note Regarding Forward-Looking Statements.”

Through and including (the 25th day aftethe date of this prospectus), all dealers effectg transactions in our shares
whether or not participating in this offering, may be required to deliver a prospectus. This requiremet is in addition to the
dealers’ obligation to deliver a prospectus when @inig as an underwriter and with respect to an unsal allotment or
subscription.

Industry and Market Data

The market data and certain other statistical médron used throughout this prospectus are bas@wlependent industry
publications, government publications and othedipbbd independent sources. Some data is also basedr good faith
estimates. The industry in which we operate isexttlip a high degree of uncertainty and risk due tariety of factors, including
those described in the section entitled “Risk Factd’hese and other factors could cause resullgffer materially from those
expressed in these publications.

Trademarks and Trade Names

We own or have rights to various trademarks, sermarks and trade names that we use in connectibrihe operation of our
business. This prospectus may also contain trademsegrvice marks and trade names of third pasibgh are the property of
their respective owners. Our use or display ofitparties’ trademarks, service marks, trade nampsoducts in this prospectus is
not intended to, and does not imply a relationstith, or endorsement or sponsorship by us. Sotelgbnvenience, the
trademarks, service marks and trade names referiadhis prospectus may appear without&8hdM or SM symbols, but such
references are not intended to indicate, in any, et we will not assert, to the fullest extentlenapplicable law, our rights or
the right of the applicable licensor to these tradeks, service marks and trade names.
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PROSPECTUS SUMMARY

This summary highlights information contained elsexe in this prospectus. You should read the eptiospectus carefully
before making an investment decision, includingrf@rmation under the headings “Risk Factors,” “Gonary Note
Regarding Forwar-Looking Statements” and “Management’s Discussiod Analysis of Financial Condition and Results g
Operations” and the historical and pro forma coméahfinancial statements and the related notes theaxppearing
elsewhere in this prospectus. The information preskin this prospectus assumes (i) an initial pubffering price of $20.0
per share of Class A common stock (the midpoititeoprice range set forth on the cover of this paagus) and (ii) unles
otherwise indicated, that the underwriters do natreise their option to purchase additional shané€lass A common stock|

In this prospectus, unless the context otherwigeires, the term“Spark Energy,” “the Company,” “we,” “us” and “our”
refer collectively to (i) the combined business assets of the retail hatural gas business andtags@mization activities of
Spark Energy Gas, LLC (“SEG”) and the retail elécitly business of Spark Energy, LLC (“SE”) befohe ttompletion of our
corporate reorganization in connection with thiseving and (ii) Spark Energy, Inc. and its subsigia as of the completion
of our corporate reorganization and thereafter. S€erporate Reorganization.” References to “Sparkdtgy Ventures”
refer to Spark Energy Ventures, LLC, which owne@ 8Bd SE prior to the transactions we implementedant of our
corporate reorganization. References to NuDevcerredllectively to NuDevco Retail Holdings, LLC (fNevco Retail
Holding<”) and its wholly owned subsidiary, NuDevco RetBllC (“NuDevco Retail”), the interim owners of SBAASEG
during the corporate reorganization and the owngfrthe Class B common stock and the related Spal#fGto units
following this offering. References“Spark HoldCo” refer to Spark HoldCo, LLC, our submgry and the direct parent of
SEG and SE at the completion of the corporate r@omation. Spark Energy Ventures, NuDevco, SEGSitave
historically been under common control. We haverjgied a glossary of certain retail energy indudeyms used in this
prospectus as Appendix

Business Overview

We are a growing independent retail energy sendgoegpany founded in 1999 that provides resideatial commercial
customers in competitive markets across the UrStates with an alternative choice for their natges and electricity. We
purchase our natural gas and electricity suppiynfeovariety of wholesale providers and bill ourtousers monthly for the
delivery of natural gas and electricity based airtbonsumption at either a fixed or variable pridatural gas and electricity
are then distributed to our customers by local leggd utility companies through their existing astructure.

As of May 31, 2014, we operated in 46 utility seevterritories across 16 states and had approxyr2@&,600 residential
customers and 17,800 commercial customers, whigiskates to over 392,500 residential customer atprits (‘“RCES”). An
RCE is an industry standard measure of naturabgekectricity usage with each RCE representingiahconsumption of 1(
MMbtu of natural gas or 10 MWh of electricity. Weded over 44,800 customers, net of attrition, dytire first five months
of 2014. For the year ended December 31, 2013pappately 60% of our retail revenues were derivednf the sale of
electricity, and the remainder were derived fromshle of natural gas.

We believe our business model is scalable, andlgective is to maximize profitability while proastly managing the risks
inherent in our business. To achieve this objectiveactively manage our customer base to alloetéd energy sales
between natural gas and electricity based on agisti developing market dynamics. In addition,dhesrsity in our customer
base across geography, commodity and product offerllows us to mitigate risk and react to changdise retail energy
environment so that we can quickly shift our foeunsl
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redirect our customer acquisition plan towards npooditable opportunities, resulting in enhancesheiow stability.

We believe that our management team has develapetiextive proprietary customer acquisition artémgon model. We
identify and acquire customers on a cost-effedbasis through a variety of sales channels, inctudimor-to-door vendors,
outbound telephone marketing vendors, our inbowrstioener care call center and online marketing. e ase email, direct
mail, affinity programs, direct sales, brokers andsultants. Our marketing team continuously evelithe effectiveness of
each customer acquisition channel and makes adiassnin order to achieve our targeted growth ahdms. We strive to
attract new customers with competitive productrirfifgs that are tailored to particular customer dgraphics. Once a
customer is acquired, we apply a proprietary eveloand segmentation process to optimize valuk tmus and the
customer. We analyze historical usage, attritid@srand consumer behaviors to specifically taitonpetitive products that
aim to maximize the total expected return from gypesales to a specific customer, which we referstoustomer lifetime
value.

We actively manage the commaodity price risk inhenerour business. Our commodity risk managemenatesjy is designed
to hedge substantially all of our forecasted naigaa and electricity volumes on our fixed-pricstamer contracts as well as
a portion of the near-term volumes on our varigisiee customer contracts. Our in-house energy guppim, which is
comprised of 18 experienced energy supply chaifepsionals, manages our commodity risk by monitpnrarket activity
and engaging in commodities transactions that esggded to hedge, to the extent practicable, ommoadity price exposure
at any given time. The efficacy of our risk managatrprogram may be adversely impacted by unant®ipavents and costs
that we are not able to effectively hedge, inclgdibnormal customer attrition and consumption ageiariable costs
associated with electricity grid reliability, pngj differences in the local markets for local detivof commodities,
unanticipated events that impact supply and densrah as extreme weather, and abrupt changes maheets for, or
availability or cost of, financial instruments ttreglp to hedge commaodity price. To mitigate thasgations, our in-house
energy supply team uses historical attrition motteksstimate customer attrition and proprietary tiveiaservices to estimate
forecasted volumes. We seek to further mitigateaigieof extreme seasonal volume fluctuation bycpasing in advance
additional supply for those periods with the highmstential for volatility.

Our in-house energy supply team also identifiesledade natural gas arbitrage opportunities in awetjon with our retail
procurement and hedging activities, which we redeas asset optimization. These opportunities malude (i) optimizing the
unused portion of storage and transportation asfletsated to us by the local regulated utilitystgpport our retail load;

(if) capturing physical arbitrage opportunitiesngsshort or long-term transportation capacity; @ifdmaximizing our credit
capacity by purchasing gas from affiliates anddtipiarties and selling it at the same location uneerparties for whom we
normally purchase retail supply. For additionakdleegarding our asset optimization activitieggsde see “Business—Our
Operations—Asset Optimization.”

We actively manage our customer credit risk throagariety of strategies. In many of the utility\dees territories where w
conduct business, the local regulated utility affeervices for billing the customer, collecting eyt from the customer and
remitting payment to us. This service results ibssantially all of our credit risk being linked tive applicable utility and not
to our end-use customer in these territories. k®year ended December 31, 2013, approximatelyefar retail revenues
were derived from territories in which substangialll of our credit risk was directly linked to lalcregulated utility
companies, all of which had investment grade ratagof such date. During the same period, wethagk local regulated
utilities a weighted average discount of less th@86 of total revenues for customer credit riskmlarkets where the local
regulated utilities are not responsible for custoanedit risk, we attempt to manage this risk tigtoéormal credit review, in
the case of commercial customers, and credit sicrgetleposits and, in some markets, disconnectiopndn-payment, in the
case of residential customers.
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We generated net income of $31.4 million and $26iltion and Adjusted EBITDA of $33.5 million and 84 million for the
years ended December 31, 2013 and 2012, respgctiarl a definition of Adjusted EBITDA and a recdration to its mosi
directly comparable financial measures calculateti@esented in accordance with GAAP, please seddr-GAAP
Financial Measures.” Please also see “Selectedtitiat and Unaudited Pro Forma Combined Financidl@perating Data.”

We intend to pay a cash dividend each quarter lieh® of our Class A common stock to the extenhene cash available {
distribution to do so. Our targeted quarterly dénd will be $0.3625 per share of Class A commocokstor $1.45 per share
on an annualized basis, which amount may be raiskmivered in the future without advance noticeaBk see “Cash
Dividend Policy.”

Business Strategies

Our principal business objectives are to mainttble cash flows and to grow our business by addirsgomers and
optimizing our existing customer base. We expeetctuiieve these objectives by executing the follgvgtrategies:

* Continued focus on operational diversification, gganargin optimization and customer lifetime valve. plan to
continue to focus our efforts on diversificationoafr customer base and optimization of gross maxgihcustomer
lifetime value in order to maintain stable caslwio Maintaining diversity in our customer base asrgeography,
commodity and product offerings allows us to mitéggesk, quickly react to changes in the retailrgge
environment and redirect our customer portfoliodod more profitable and customer value-enhancing
opportunities

* Pursue growth opportunities in our existing retailergy marketsWe added over 44,800 customers, net of attri
during the first five months of 2014. We plan tottioue to grow our retail energy customer baseiwithur existing
markets using the full range of marketing resoueseslable to us. We will continue to adjust ourrkeding model
based on our estimations of cost, customer quatitymarket opportunitie

* Expansion into additional competitive markets thiasent attractive opportunitieOver the past three years, we
have entered five new utility service territorieslaas of May 31, 2014, we are active in 46 utiigyvice territories
across 16 states. To complement our growth in xistieg markets, we will selectively expand intoane
competitive states and utility service territorileat we believe present an attractive mix of supglpportive
regulatory environments, potential customers atrd@ive customer value propositiol

* Focus on creating innovative producWe will continue creating innovative and compettproduct offerings thi
are responsive to changing market dynamics anadmestdemand. Our flexible business model enablés us
respond quickly to changing market dynamics andlbooisr needs, enhancing the profitability of ouribess. For
example, we recently launched a successful, gfisgrate natural gas product in certain of our keés that
provides the customer with price security whileger@ing the environment as we retire carbon offsetthe
custome’s behalf.

* Expanding our green energy busineWe are actively developing and offering green potsithat allow our
customers to choose environmentally conscious egtiather than the traditional energy supply offdre their
local utility. Green energy products are a growimgrket opportunity and typically provide increaseit margins
as a result of less competition. We currently oféearewable electricity in all of our electricity nkats and carbon
neutral natural gas in several of our gas mar
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Pursue prudent risk management policWe have implemented stringent corporate risk pedieind procedures
relating to the purchase and sale of natural gdshattricity, credit and collection functions ageheral risk
management. Our management believes that our aslagement policies enable us to operate with aikkv
profile and achieve stable operating resi

Pursue opportunistic strategic acquisitioWe intend to pursue growth through strategic adgoms of other retai
energy providers, their customer bases or otheptamentary businesses. Given the current fragmeatet$cape
in the retail energy industry, we believe that gigant opportunities for consolidation will arisend we intend to
review and opportunistically pursue acquisitiores fhresent opportunities for lc-term accretion to our busine:

Competitive Strengths

We believe we can successfully execute our busstestegies because of the following competitiversgths:

Diversification across customer base, commodity prodluct offeringsOur diversified business model allows us t

mitigate risk, quickly react to changes in theitetaergy environment and redirect our custometfplio towards

more profitable opportunities in order to enhanashcflow stability and grow our business. Spedifjcave believe

that the diversity in our business provides thiofeing benefits as they relate to geography andneodity and

product offerings

* Diverse geographic operatiol. Our geographic diversity in 46 utility servicerttories across 16 states as o

May 31, 2014 reduces our dependence on any orieytartmarket for growth or profitability. Also, we
believe that the combination of this broad footpand flexible business model enables us to quidgt to
market opportunities in a particular area by acedileg customer acquisition efforts and leveragripting
market knowledge to quickly enter into new marletopportunities arise. We believe that our gedgcap
diversity also provides the following additionalnedits:

* reduced risk of material impact from a regulatdmarege in a single jurisdictio

* reduced risk of material impact from extreme reglameather pattern:

* reduced concentration of delivery risk associatét daily balancing gas marke:
* reduced concentration of supply price risk in aastipular electricity market; ar

* the ability to leverage natural gas storage antsfrartation assets in one market against supply
requirements in another mark

* Diverse product and commodity offerinBy offering a range of products, we are able tattcustomers
across a breadth of segments. Our portfolio of gcodfferings includes a variety of commoditiestgnal gas
and electricity), contract types (variable-pricentieto-month or up to 36-month fixed-price) anddarot
features (green energy, price certainty and castgs). Our ability to provide customers with mplé
options differentiates us from other independetatilrenergy services compani

Our effective customer acquisition and retentiordei@nables us to optimize customer lifetime vale believe
that our management team has developed an effgutiypgietary customer acquisition and retention ehdloat
allows us to cost-effectively identify and acquitestomers through a variety of marketing and sztl@snels and
quickly make necessary adjustments in order tovopdé the value of those customers. We attract nestomers
with competitive product offerings that are taildite particular customer demographics. Once weieequ
customer, we analyze historical usage, attri
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rates and consumer behaviors to specifically tabonpetitive products intended to maximize overaitomer
lifetime value.

* Our in-house energy supply team enables us to @@imargin by lowering our energy supply co§tar in-house
energy supply team attempts to achieve lower ersugply costs through effective hedging stratetfiatleverage
long-term relationships with numerous creditworsloppliers. In addition, having an in-house tearovadl us to
optimize our retail allocated storage and trangpian assets in order to further reduce our costipply. Our in-
house energy supply team also seeks to increagpmimr identifying wholesale natural gas arbitraggortunities
in conjunction with our retail procurement and hiedgactivities.

* Adaptable and scalable business moOur flexible business model enables us to adapkfjuio market changes
and capitalize on opportunities. For instance,pégticular market imposes costly regulatory busddsat would
affect our profitability, we can immediately begihifting resources into other markets so that astamer
acquisition expenditures are spent on higher margportunities. Our business model is also designéategrate
both organic growth and strategic acquisitionscedfitly. We are currently implementing an outsodrdested
billing and transaction platform that aims to addrall of our back office functions consistentlycss all markets.
We expect the implementation to be completed byetiteof 2014. We believe these enhancements wpltakre the
scalability of our back office processes and shaildd allow us to add new customers organicalihaugh
strategic acquisitions. It will also allow us toickly integrate a wider variety of product offersygithin our
existing portfolio. Given our flexibility, we beNe that we can move quickly and bring customerspnducts into
our system more cc-effectively than our competitor

* Conservative balance sheFollowing the consummation of this offering, we egpto have approximately $1(
million of indebtedness outstanding under our n@@.@ million revolving credit facility, as well @pproximately
$15.0 million outstanding in letters of credit. \elieve our liquidity will provide us with the finaial flexibility to
quickly and opportunistically take advantage of keaentry and strategic acquisition opportunit

* Experienced management tecEach member of our executive management team lemsaalecade of senior
management experience in core aspects of the egtigy business, including energy risk managemetat)
energy marketing, public company management andengand acquisitions. Our Chief Executive Offiddasithan
Kroeker, has over 10 years of senior managemermrexe in the retail energy industry, includingrfgears with
Spark Energy, and our Chief Operating Officer, #dh Wall, has 15 years of experience in operatidhgustomer
care and marketing for several retail energy bssiee Our Chief Financial Officer, Georganne Hodgas 11
years of experience in senior finance roles inr¢hail energy industry

Recent Developments

Since March 31, 2014, the Company has managedstsosition to ensure that at the closing ofdffesring, it will have

$10 million in outstanding debt and a sufficientaamt of working capital to operate its businesstamn its historical
seasonal cash requirements. Additional related paxtounts receivable from an affiliate of $10.1lion that were
recognized subsequent to March 31, 2014 have beemapently forgiven and recorded as distributicnsaistorical
periods. Since March 31, 2014, the Company has mastedistributions of $19.4 million to affiliatésgether with the $10.1
million of forgiven accounts receivable, the “Sutpsent Distributions”) and has collected $7.3 milliaf accounts receivable
from affiliates outstanding as of March 31, 20T#atdition, due to seasonal fluctuations in ourkivigy capital, in July we
have incurred short-term borrowings from one of@wenpany’s affiliates in the amount of $5.5 millitmfund
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certain of our operating expenses incurred in tideary course, which amounts have been permantmtiven by the
affiliate and recorded as a capital contribution.

Since March 31, 2014, we have incurred an additi®s® million of additional borrowings outstandingder the existing
credit facility which amounts will be assumed byemf the Company’s affiliates at the closing otbffering pursuant to an
interborrower agreement, in addition to the $24illan out of the $34.0 million of total indebtedseoutstanding at March
31, 2014 also assumed by the affiliate. The assompf this existing indebtedness at closing wiltbeated as a capital
contribution by such affiliate.

As a result of the foregoing deemed distributiond eontributions since March 31, 2014, on a pranéyras further adjusted
basis, the transactions will have a net decreag#ahmember’s/stockholders’ equity attributalieétie Company of
approximately $19.0 million.

Because our combined financial statements for éhiog subsequent to the quarter ended March 34 afE not yet
available, the amounts described above are foogertinaudited and not reviewed by our accountants.

Retail Energy Market Overview

Until the 1980s, generation, distribution, salearkating and supply of natural gas and electricitthe United States was
largely conducted by local, publicly-funded compantihat had no competition in their respective mtstkdn the 1980s and
1990s, state legislatures began passing laws asbigrcreate competitive retail sales and supptiiematural gas markets,
and the competitive restructuring of electricityrikeds in the United States followed approximatetieaade later. According
to the Retail Energy Advisory Outlook Report proeddy KEMA, Inc. (a subsidiary within the DNV GL @up, hereinafter
“DNV GL"), excerpts from which are included belowlgctricity sales in competitive markets have iasea from 259 TWh
in 2003 to 757 TWh in 2013, representing an 11.8%mounded annual growth rate (“CAGR”) over the testade.

The graph below from DNV GL highlights the increaselectricity sales in competitive markets in theited States from
2003 through 2013.

U.S. Competitive Electricity Sales Market Size (2082013)
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As of December 31, 2013, 20 states and the Disifi@olumbia allow some form of customer choicedtactricity supply
(according to DNV GL) and 21 states and the DistfcColumbia have passed legislation or adopted
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programs that allow customers to purchase natasafrgm retail energy companies other than thd lecplated utility
(according to the U.S. Energy Information Admirasion, or EIA). In states and service territoridseve retail competition is
allowed, customers may choose from licensed progidethe energy commodity. The competition amartgir energy
suppliers provides a variety of service plans ¢fnae residential and commercial consumers flexipili their energy
purchases. The availability and characteristigsrofluct offerings by retail energy companies vaigely. For a map detailir
the states in which Spark provides either or bottemil natural gas and electricity, please sednbkide front cover page of
this prospectus.

Energy retailers typically provide customers withagiety of fixed-price and variablgrice service options for varying peric
of time. In general, large commercial and induktiiestomers are serviced by more complex, strudtarergy supply
contracts with terms of up to five years. By cositraesidential and small commercial customersyanieally serviced by
short-term, month-to-month variable-price contraxtfixed-term, fixed-price contracts with termsugf to three years. Some
energy retailers focus on only one customer segf(reegt, residential), while others focus on the full dpga of customers.
Energy retailers can sell both natural gas andréléyg to the same customers in states that afietail competition in both
markets and where they are licensed to sell battiymts.

Unlike local regulated utility companies whose sadiee regulated and approved by the state pulility commissions, or
PUCs, energy retailers’ rates for retail natura gad electricity supply in restructured markeésdetermined by a variety of
factors, including, but not limited to, wholesatumodity costs, transportation and storage costsges by the independent
system operator (“ISO”), individual customer congtion profiles, competitive forces, applicable sund regulations and
the business objectives of market participants.

Retail Energy Market Opportunities
Low Focus of Competitors on Natural C

We believe that the retail energy industry hasohisally concentrated its efforts on the electyicide of the business with
relatively less capital investment and market netebeing devoted to the development of retail redtgas businesses. As of
December 31, 2013, only 11.2% of the eligible restthl natural gas customers (according to the EHiAhe states where we
operate were served by an energy retailer otherttf@local regulated utility. We believe this mets market entry
opportunities that we intend to capitalize on bgusing our marketing and sales channels efforisaeasing our natural gas
customer base in markets where we believe such®ffdl increase the profitability of our business

Low Penetratior

In most competitive energy markets, the majorityesidential and commercial customers have notheitt to a retail energy
company and continue to be served by the localagsgiutility. As of December 31, 2013, only 11.2%ihe eligible
residential natural gas customers (according tdtAg and only 32.9% of the eligible residentia¢@ticity customers
(according to DNV GL) in the states where we opevetre served by an energy retailer other thatotted regulated utility
or its retail affiliate. Management believes thaaderserved residential markets provide an oppiytéor further penetration
over the foreseeable future as more customers leaorare of their option to choose an energy retaiteer than the local
regulated utility.

Customer Growth

Notwithstanding the low current penetration ratesreergy retailers compared to local regulatedtietdl, according to th
EIA, over the last decade, residential naturalaga®unts served by competitive energy retailers
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have grown from approximately 3.8 million to approately 6.6 million (5.6% CAGR) and non-residentiaktural gas
accounts have grown from approximately 433,944 mwr@ximately 837,365 (4.8% CAGR). According to DXBL, over the
last decade, residential electricity accounts gsebyecompetitive electricity suppliers have growonh approximately

2.3 million to approximately 16.2 million (21.8% @GR) and non-residential electricity accounts hawsvg from
approximately 473,000 to approximately 2.8 mill@9.6% CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yeeanoas all competitive
energy markets continues to maintain a substguaizd. Customer growth and licensing activity iggoted to continue
experiencing growth, fueled by increased consumareness, changing utility prices and product imtion, as well as a
favorable regulatory policy environment. As a resmanagement believes there is a significant dppady for competitive
retailers to gain market share by offering consgnmamovative product options, excellent customevise and serving as a
competitive choice for their energy supply.

Electricity Accounts Switched by a Competitive Supleer
B Non-Residential Residental

20k (2

.--"--- I".
15,0406 frﬂ": 1_&?_-'1_.-—-"
o
e 16,220
13,419
10,775
a4
G me S

113, (R0

hecownts Switched { Thousands)

539 2701 26 =
2263 2 i (0 B K2R
B D eea Res BT T e R B D R

MEIF Hing A el )1 0T EIE TG il il 2012 Current

Year®
mar is as of November 30, 2013, whiclhdésrhost recent publicly available dz

Source: DNV GL Q4 2013 Retail Energy Outlc
Fragmentation and Consolidatic

We believe that favorable market conditions, inglgdower natural gas and electricity prices and tesidential customer
penetration, have led to an increase in the numibenergy retailers in the United States. The wagbrity of these new
entrants are small regional energy retailers, wbitén experience rapid customer growth but havéisborically had
reliable access to capital or economies of scaseipport this growth over the longer term or réacthanging commodity
price environments. According to DNV GL, 65 resitialelectricity retailers were active as of Julld2, approximately 77%
(50) of which had fewer than 300,000 electricitgtouners, and approximately 55% (36) of which hadefethan 100,000
electricity customers.

According to DNV GL, market consolidation among thege number of competitive electricity retailesitinues at a
growing pace. Twenty-two acquisitions of electsigittailers, some of which also provide natural, gasl similar types of
ownership transfers were completed from Janua®®13 to September 30, 2013. Management believes#haurrent
environment of small, private energy retailers pns significant acquisition opportunities to cditkie smaller retailers into
our larger and more scalable platform and increaadet share.
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Corporate Reorganization

Spark Energy, Inc. was incorporated by Spark En&gytures as a Delaware corporation in April 28gark HoldCo, LLC
was formed by Spark Energy Ventures as a Delavimited liability company in April 2014. Spark Engriyentures formed
NuDevco in May 2014 to hold its investment in Sp&rergy, Inc. and Spark HoldCo. In connection lith completion o
this offering and following the transactions rethtbereto that are described below, (i) Spark Bndrg. will be a holding
company whose sole material asset will consistrohaaging membership interest in Spark HoldCo an8gark HoldCo
will own all of the outstanding membership intesdsteach of SEG and SE, the operating subsiditmfesgh which we
operate. After the consummation of this offering #ime transactions described in this prospectusk3Ipnergy, Inc. will be
the sole managing member of Spark HoldCo, willdsponsible for all operational, management and @idtrative decisions
relating to Spark HoldCo’s businesses and will otidate the financial results of Spark HoldCo atsdsubsidiaries.

Prior to the completion of this offering, the folling have occurred or will occur:

* SEG and SE were converted from limited partnersinifslimited liability companies

®* SEG, SE and an affiliate will enter into an interower agreement, pursuant to which such affiveiteagree to be
solely responsible for $29.0 million of outstandindebtedness under our current credit facilitydemwhich SEG,
SE and the affiliate are co-borrowers, and SEG3aavill agree to be solely responsible for the rnaing
$10.0 million of indebtedness outstanding undercourent credit facility

* NuDevco Retail Holdings will contribute all of itsterests in SEG and SE to Spark HoldCo in exchémgall of
the outstanding units of Spark HoldCo and will sfen 1% of those Spark HoldCo units to NuDevco Re

* NuDevco Retail Holdings will transfer Spark HoldQGuits having a value of $50,000 to Spark Energg, iim
exchange for a promissory note from Spark Eneryy,ih the principal amount of $50,000 (the “NuDeWote”),
and the limited liability company agreement of $pldoldCo will be amended and restated to admit ISgaergy,
Inc. as its sole managing member;

* Spark Energy, Inc. will issue 10,750,000 shareSlass B common stock to Spark HoldCo, 10,612,508m¢h
Spark HoldCo will distribute to NuDevco Retail Hoids, and 137,500 of which Spark HoldCo will distrie to
NuDevco Retail

Immediately prior to the consummation of the offigrand following the transactions described abfy&uDevco will own
13,747,500 Spark HoldCo units and all of the ountditag shares of Class B common stock of Spark Bnéng., (i) Spark
Energy, Inc. will own the managing member interes$park HoldCo and 2,500 Spark HoldCo units, aifjdSpark HoldCo
will wholly own SEG and SE. Spark Energy, Inc. vaiffer 3,000,000 newlyssued shares of Class A common stock here
the public (or 3,450,000 shares if the underwriexarcise their option to purchase additional shardull) and will use the
net proceeds from this offering to purchase 2,99¥ Spark HoldCo units (or 3,447,500 Spark HoldCitsuihthe
underwriters exercise their option to purchasetaudil shares in full) from NuDevco Retail Holdingsd to repay the
NuDevco Note. In connection with any exercise &f eimderwriter option to purchase additional shares of Clas®/imon
stock and our use of the proceeds from the exeofig®at option to purchase additional Spark Hold@is from NuDevco
Retail Holdings, a corresponding number of shafédass B common stock owned by NuDevco Retail gd will be
cancelled. After giving effect to these transaddiand this offering, Spark Energy, Inc. will ownapproximate 21.82%
interest in Spark HoldCo (or 25.09% if the undeterg’ option to purchase additional shares is esedcin full), NuDevco
Retail Holdings will own an approximate 77.18% net& in Spark HoldCo and 10,612,500 shares of ®Bagsmmon stock
(or a 73.19% interest in Spark HoldCo and 10,1682 &tares of
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Class B common stock if the underwriters’ optioptmchase additional shares is exercised in falf) duDevco Retail will
own a 1% interest in Spark HoldCo and 137,500 shaff€lass B common stock. See “Use of Proceeds$™Rnncipal
Stockholders.” Following the offering, Spark Enekggntures will distribute its 100% interest in Nul2e Retail Holdings to
NuDevco Partners Holdings, LLC. The distributionlwésult in NuDevco Retail Holdings being a dirgdtolly owned
subsidiary of NuDevco Partners Holdings, LLC. Spanergy Ventures will remain a wholly owned suleigiof NuDevco
Partners Holdings and, following the distributiall not beneficially own any Class B common stock.

In connection with the closing of the offering, @epect to enter into a new $70.0 million senioused revolving credit
facility, which we refer to as our new revolvingdit facility. We will borrow approximately $10.0ilfion under our new
revolving credit facility at the closing of thisfefing to repay in full the portion of outstandimglebtedness under our curren
credit facility that SEG and SE have agreed todspansible for pursuant to an interborrower agregimetween SEG, SE s
an affiliate. The remainder of indebtedness outhitanunder our current credit facility will be paddwn by our affiliate with
its own funds in connection with the closing oftbifering pursuant to the terms of the interboeopagreement. Following
this repayment, our current credit facility will lErminated. For more information regarding our mevolving credit facility,
please see “Management’s Discussion and Analydinaincial Condition and Results of Operations—étisal Cash
Flows—Credit Facility.”

Each share of Class B common stock, all of whidhimitially be held by NuDevco, has no economights but entitles its
holder to one vote on all matters to be voted oshareholders generally. Holders of Class A comstook and Class B
common stock will vote together as a single clasalbmatters presented to our shareholders far tiote or approval, exce
as otherwise required by applicable law or by autificate of incorporation. Please see “Descriptié Capital Stock.We dc
not intend to list Class B common stock on anylstahange.

NuDevco will have the right to exchange (“Exchange Right”) all or a portion of its Spark ld@lo units (together with a
corresponding number of shares of Class B comnuamk)sfor Class A common stock (or cash at Spark@nénc.’s or
Spark HoldCo's election (the “Cash Option™)) atexthange ratio of one share of Class A common dtwakach Spark
HoldCo unit (and corresponding share of Class Brnomstock) exchanged, as described under “CertalaiBnships and
Related Party Transactions—Spark HoldCo LLC Agredrhén addition, NuDevco will have the right, undeertain
circumstances, to cause us to register the off@resale of its shares of Class A common stocleasribed under “Certain
Relationships and Related Party Transactions—Ragmt Rights Agreement.”

We will enter into a Tax Receivable Agreement vdfhark HoldCo, NuDevco Retail Holdings and NuDevetat. This
agreement will generally provide for the paymenSpark Energy, Inc. to NuDevco of 85% of the nahcsavings, if any, in
U.S. federal, state and local income tax or fraseléx that Spark Energy, Inc. actually realizess(deemed to realize in
certain circumstances) in periods after this ofigias a result of (i) any tax basis increasestiagutom the purchase by
Spark Energy, Inc. of Spark HoldCo units from NubBeRetail Holdings prior to or in connection withg offering, (ii) any
tax basis increases resulting from the exchan@pafk HoldCo units for shares of Class A commonksprsuant to the
Exchange Right (or resulting from an exchange @rispioldCo units for cash pursuant to the Cashadptand (iii) any
imputed interest deemed to be paid by us as at @sand additional tax basis arising from, anyrpants we make under the
Tax Receivable Agreement. Spark Energy, Inc. within the benefit of the remaining 15% of thesestakngs. See “Certain
Relationships and Related Party Transactions—Ta&eiRable Agreement.”

In certain circumstances, Spark Energy, Inc. wafied or partially defer any payment due (a “TRA iant”) to the holders ¢
rights under the Tax Receivable Agreement, whidhimitially be NuDevco Retail Holdings and

b
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NuDevco Retail. As described elsewhere in thispeosis, no TRA Payment will be made during 2014, amy future TRA
Payments due with respect to a given taxable yeaexpected to be paid in December of the subs¢gatendar year.

During the five-year period commencing October@14£ Spark Energy, Inc. will defer all or a portioihany TRA Payment
owed pursuant to the Tax Receivable Agreementa@titent that Spark HoldCo does not generate miifiCash Available
for Distribution (as defined below) during the feguarter period ending September 30th of the agiplecyear in which the
TRA Payment is to be made in an amount that equadgceeds 130% (the “TRA Coverage Ratio”) of tleal Distributions
(as defined below) paid in such four-quarter peligdspark HoldCo. For purposes of computing the T®Aerage Ratio:

® “Cash Available for Distributic” is generally defined as the Adjusted EBITDA of $pldoldCo for the applicabl
period, less (i) cash interest paid by Spark Hold@pcapital expenditures of Spark HoldCo (exohesof customer
acquisition costs) and (iii) any taxes payable pgr& HoldCo; ant

* “Total Distributions” are defined as the aggregditributions necessary to cause Spark Energytomeceive
distributions of cash equal to (i) the targetedrtprly distribution we intend to pay to holdersoofr Class A
common stock payable during the applicable fourdguaperiod, plus (ii) the estimated taxes pay#lyleis during
such four-quarter period, plus (iii) the expectd&ATPayment payable during the calendar year focwtie TRA
Coverage Ratio is being testt

In the event that the TRA Coverage Ratio is ndsBatl in any calendar year, Spark Energy, Incl eéfer all or a portion of
the TRA Payment to NuDevco under the Tax ReceivAbleement to the extent necessary to permit Sgal@#Co to satisfy
the TRA Coverage Ratio (and Spark HoldCo is notiiregl to make and will not make the pro rata disttions to its
members with respect to the deferred portion offtR& Payment). If the TRA Coverage Ratio is satidfin any calendar
year, Spark Energy, Inc. will pay NuDevco the authount of the TRA Paymer

Following the five-year deferral period, Spark Enemc. will be obligated to pay any outstandindedeed TRA Payments
(x) to the extent such deferred TRA Payments deeroeed (i) the lesser of Spark Energy Inc.’s propeate share of
aggregate Cash Available for Distribution of SpAdCo during the five-year deferral period or tash distributions
actually received by Spark Energy Inc. during tlkie-fyear deferral period, reduced by (ii) the sunfa)d the aggregate target
quarterly dividends (which, for the purposes of Tla& Receivable Agreement, will be $0.3625 perelipar quarter) during
the five-year deferral period, (b) Spark Energy.’mestimated taxes during the fiyear deferral period, and (c) all prior Tt
Payments and (y) if with respect to the quartedsiqul during which the deferred TRA Payment is pilige paid or payable,
Spark HoldCo has or reasonably determines it vellehamounts necessary to cause Spark Energyolrecdive distribution
of cash equal to the target quarterly distribufiagable during that quarterly period. Any portidritee deferred TRA
Payments not payable due to these limitationsnaillonger be payable.

11
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Organizational Structure

The following diagram indicates our simplified owsleip structure immediately following this offerimgd the transactions
related thereto (assuming that the underwritersbago purchase additional shares is not exergised
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Our Principal Shareholder

Upon completion of this offering, NuDevco will iratly own 10,750,000 Spark HoldCo units and 10,@80,shares of Class
B common stock, representing approximately 78.18%eavoting power of Spark Energy, Inc. NuDevcd ¥ wholly
owned by NuDevco Partners Holdings, LLC, whichigtirn wholly owned by NuDevco Partners, LLC, whislin turned
wholly owned by W. Keith Maxwell 111, the foundef our Company. For more information on our reorgation and the
ownership of our common stock by our principal shatders, see “Corporate Reorganization.”

Risk Factors

Investing in our Class A common stock involves siskou should read carefully the section of thisspectus entitled “Risk
Factors” for an explanation of these risks, alomidy whe other information in this prospectus, befmvesting in our Class A
common stock. For example, the following considerst may cause a material adverse effect to tloe pfithe Class A
common stock, our financial condition, liquiditygsh flows, prospects and our ability to pay divitketo the holders of our
Class A common stock:

Risks Related to Our Busine

* We are subject to commodity price ri:

* Our financial results may be adversely impactesvbgther conditions

* Our risk management policies and hedging proceduessnot mitigate risk as planned, and we maytdsillly or
effectively hedge our commodity supply and prick exposure against changes in consumption volomesrket
rates.

* We depend on consistent state and federal regulttipermit us to operate in restructured, competiegments ¢
the natural gas and electricity industries. If cefitjve restructuring of the natural gas and eleityr utility
industries is altered, reversed, discontinued tayeel, our business prospects and financial resalikl be
materially adversely affecte

* The retail energy business is subject to a higallef/federal, state and local regulati

* Our business is dependent on retaining licensteimarkets in which we opera

* Our financial results will fluctuate on a seasaaradl quarterly basi:

* Pursuant to our cash dividend policy, we intendistribute all or substantially all of our cash iaale for
distribution through regular quarterly dividendsdaur ability to grow and make acquisitions widtske on hand
could be limited

* We may have difficulty retaining our existing cusigrs or obtaining a sufficient number of new custmsy

* We may experience strong competition from locautagd utilities and other competito

Risks Related to the Offering and our Class A Com8&tock

* We expect to have shortfalls of cash availablalfstribution from operating cash flows in certaimagters during
the four quarters following the closing of thisarfhg, and we may not be able to continue payingangeted
quarterly dividend to the holders of our Class #noaon stock in the future

* The assumptions underlying the forecast presengesvbere in this prospectus are inherently ungeead subject
to significant business, economic, financial, ratppiy and competitive risks that could cause otwacash
available for dividends to differ materially fronuioforecast

13
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* We are a holding company. Our sole material agsst@mpletion of this offering will be our equiliyterest in
Spark HoldCo and we are accordingly dependent dgsinibutions from Spark HoldCo to pay dividenday ppaxes
make payments under the Tax Receivable Agreement@rer our corporate and other overhead expe

*  We will be a “controlled company” under NASDAQ GhilSelect Market rules, and as such we are entibledh
exemption from certain corporate governance staisdairthe NASDAQ Global Select Market, and you may
have the same protections afforded to sharehotdesmpanies that are subject to all of the NASD&RQbal
Select Market corporate governance requirem

*  We will be required to make payments under the Rageivable Agreement for certain tax benefits wg ofaim,
and the amounts of such payments could be signtfi

* In certain cases, payments under the Tax Receivajykement may be accelerated and/or significaxbeed the
actual benefits, if any, we realize in respectef tax attributes subject to the Tax ReceivableeAgrent

For a discussion of other considerations that coaetghtively affect us, see “Risk Factors” and “@msdry Note Regarding
Forward-Looking Statements.”

Emerging Growth Company Status

We are an “emerging growth company” within the megrof the federal securities laws. For as longvasare an emerging
growth company, we will not be required to complighacertain requirements that are applicable t@opgublic companies
that are not “emerging growth companies” includibgt not limited to, (i) not being required to cdsnprith the auditor
attestation requirements of Section 404 of the &sb-Oxley Act, (ii) the reduced disclosure oblmat regarding executive
compensation in our periodic reports and proxyestants and (iii) the exemptions from the requiraéisiefholding a
nonbinding advisory vote on executive compensaiwhshareholder approval of any golden parachyte@ats not
previously approved. In addition, Section 107 & JOBS Act provides that an emerging growth commgamytake advantage
of the extended transition period provided in Seti(a)(2)(B) of the Securities Act of 1933, as adesl, or the “Securities
Act,” for complying with new or revised accountisgandards, but we have irrevocably opted out oeittended transition
period and, as a result, we will adopt new or mdliaccounting standards on the relevant dates @hwaboption of such
standards is required for other public companies.

We intend to take advantage of these exemptionkwmiare no longer an emerging growth company.Whlecease to be an
“emerging growth company” upon the earliest oftlf@ last day of the fiscal year in which we hated%illion or more in
annual revenues; (ii) the date on which we becoftarge accelerated filer” (the fiscal year-endwanich the total market
value of our common equity securities held by nfiitictes is $700 million or more as of June 30j)) the date on which we
issue more than $1.0 billion of non-convertible tdaler a threerear period; or (iv) the last day of the fiscal iy&slowing the
fifth anniversary of our initial public offering.

For a description of the qualifications and otheguirements applicable to emerging growth compaanielscertain elections
that we have made due to our status as an emaggimgh company, see “Risk Factors—Risks Relatati¢dOffering and
our Class A Common Stock—For as long as we arerangng growth company, we will not be requirecoonply with
certain reporting requirements, including thosatieg to accounting standards and disclosure algugxecutive
compensation, that apply to other public compahies.

14
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Our Offices

Our principal executive offices are located at 20MyWest Blvd., Suite 100, Houston, Texas, 7704@ aur telephone
number at that address is (713) 600-2600. Our wehddress is www.sparkenergy.com. Informationaioetl on our
website does not constitute part of this prospectus
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THE OFFERING

Shares of Class A common stock outstan!
after this offering

after this offering

Option to purchase additional shares of
Class A common stock

Use of proceed

Shares of Class A common stock offered b' 3,000,000 shares of our Class A common st

3,000,000 shares of our Class A common stock @500 shares

Class A common stock if the underwriters exeraistiil their option to
purchase additional shares of Class A common stadijout giving effect to
the grant of restricted stock units that we expegisue in connection with
this offering. See “Executive Compensation—Compgosdollowing this
Offering.”

Shares of Class B common stock outstandirf), 750,000 shares of our Class B common stockQ@&0D,000 shares of

Class B common stock if the underwriters exeraisiili their option to
purchase additional shares of Class A common stadkth represents one
share of Class B common stock for each Spark Hold@woheld by NuDevco
immediately after this offering. Shares of ClassdBhmon stock have voting
rights, but no right to receive distributions. Eattare of Class B common
stock, when combined with a Spark HoldCo unit HBidNuDevco, may be
exchanged for a share of Class A common stockhiolwcase the share of
Class B common stock would be cancelled. NuDevdidoeneficially own al
of our outstanding Class B common stock upon cotgplef this offering.

We have granted the underwriters an option to @sehup to an addition
450,000 shares of our Class A common stock fronatuthe initial public
offering price, less the underwriting discounts anthmissions, within 30
days from the date of this prospectus. We will theeproceeds from any
exercise of such option to acquire from NuDevcaaReétoldings an
additional number Spark HoldCo units equal to theber of additional
shares of our Class A common stock purchased byrttlerwriters, and a
corresponding number of shares Class B common stwokd by NuDevco
Retail Holdings will be cancelled. Accordingly, wél not retain the procee
from any exercise by the underwriters of their aptio purchase additional
shares

Assuming no exercise of the underwri’ option to purchase addition
shares of Class A common stock, our net proceeds tinis offering will be
approximately $52.3 million after deducting undeting discounts and
commissions, structuring fees and estimated offegkpenses. If the
underwriters exercise in full the
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Cash dividends

option to purchase additional shares of Class Amomstock, we estimate
that the net proceeds will be approximately $60ilian, after deducting
underwriting discounts and commissions, structufées and estimated
offering expense:

We intend to use the net proceeds of this offesingpproximately $52.3
million (or approximately $60.7 million if the unoeriters exercise in full
their option to purchase additional shares of Ckassmmon stock) to acqui
Spark HoldCo units representing approximately 29a&ar approximately
25.09% if the underwriters exercise in full theition to purchase additional
shares of Class A common stock) of the outstan8jpayk HoldCo units after
this offering, from NuDevco Retail Holdings andrépay the NuDevco Note.
We intend to use the net proceeds resulting froynexercise of the
underwriters’option to purchase additional shares of Class Arsomstock t
acquire an additional number of Spark HoldCo uindsn NuDevco Retail
Holdings equal to the number of additional shafesuo Class A common
stock purchased by the underwriters. In connedgtiitim such acquisition, a
corresponding number of shares of Class B comnuamk £twned by NuDevc
Retail Holdings will be cancelled. We will not retaany of the net proceeds
from this offering or any exercise of the underenst option to purchase
additional shares of Class A common stock. Pleas”Use of Proceec”

Upon completion of this offering wtend to pay a regular quarterly
dividend to holders of our Class A common stocth®sextent we have cash
available for distributions to do so. Our targetiedrterly dividend will be
$0.3625 per share of Class A common stock ($1.45hmre on an annualiz
basis), which amount may be raised or loweredérfalture without advance
notice. Our ability to pay any regular quarterlyidend is subject to various
restrictions and other factors described in moteiblender the caption “Cash
Dividend Policy”

We expect to pay a quarterly dividend on or abbetA5th day following the
expiration of each fiscal quarter to holders of Glass A common stock of
record on or about the 60th day following the thest of such fiscal quarter.
With respect to our first dividend payable on ooattDecember 15, 2014, we
intend to pay a pro-rated dividend (calculated ftbeclosing date of this
offering through and including September 30, 2Q1f4) per share of
Class A common stock, which represents the propaitdon of the targeted
quarterly dividend over that peric

We believe, based on our financial forecast aratedlassumptions includ
in “Cash Dividend Policy—Estimated Cash Availalde Distribution for the
Twelve Months Ending June 30, 201&at we will generate sufficient anni
cash available for distribution to support «
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Voting rights

Economic interest

Exchange and registration rights

targeted quarterly dividend of $0.3625 per shar€laés A common stock
($1.45 per share on an annualized basis). Howexedo not have a legal
obligation to declare or pay dividends at suchatad quarterly dividend lev
or at all. Se¢“Cash Dividend Polic”

Each share of our Class A commoglstaill entitle its holder to one vote on
all matters to be voted on by stockholders genel

Each share of our Class B common stock will enitifiénolder to one vote ¢
all matters to be voted on by stockholders generahirough its ownership of
our Class B common stock, NuDevco will hold shariesur common stock
having 78.18% (or 74.91% if the underwriters exaxdn full their option to
purchase additional shares of Class A common stafakle combined voting
power of all of our common stock outstanding. Aesult, for the foreseeable
future following this offering, NuDevco will be abto exercise control over
matters requiring the approval of our stockholdierduding the election of
our directors and the approval of significant cogpe transactions. Please se
“Certain Relationships and Related Party Transax”

Holders of our Class A common stock and Class Brmomstock will vote
together as a single class on all matters pres¢éntstidckholders for their vo
or approval, except for matters affecting one ctiisproportionately or as
otherwise required by law. S*Description of Capital Stoc”

Immediately following this offering, the purchasarshis offering will own ir
the aggregate a 21.82% economic interest in ounéss through our
ownership of Spark HoldCo units and NuDevco willroiw aggregate a
78.18% economic interest in our business througbvitnership of Spark
HoldCo units (or a 25.09% economic interest and.8I”% economic intere:
respectively, if the underwriters exercise in fakir option to purchase
additional shares of our Class A common sta

Under the Sparki€o limited liability company agreement, NuDevoay
exchange its Spark HoldCo units (together with mesponding number of
shares of our Class B common stock) for sharesio€tass A common stock
(on a one-for-one basis, subject to conversioo mdjustments for stock
splits, stock dividends and reclassifications ati@iosimilar transactions) or,
at Spark Energy or Spark HoldCo’s election, an\eaint amount of cash.
When NuDevco exchanges a Spark HoldCo unit foraaesbf our Class A
common stock, we will automatically redeem and ehaaorresponding
share of our Class B common stock. See “CertaiatRelships and Related
Party Transactio—Spark HoldCo LLC Agreemer’

11%
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Pursuant to a registration rights agreement thawill@nter into with
NuDevco Retail Holdings and NuDevco Retail, we \aifee to file
registration statement for the sale of the shatresioClass A common stock
that are issuable pursuant to its Exchange Righm upquest and cause that
registration statement to be declared effectivéheyU.S. Securities and
Exchange Commission (“SEC”) as soon as practichieleafter. SeeCertair
Relationships and Related Party Transactions—Ratjat Rights
Agreement” for a description of the timing and manimmitations on resales
of these shares of our Class A common st

Material federal income tax consequences t&or a discussion of the material federal incomectansequences that may be

non-U.S. holders. relevant to prospective investors who are non-bidBlers, please see
“Material U.S. Federal Income and Estate Tax Conerges to Non-U.S.
Holders”

Exchange listing We have applied to list our Claggommon stock on the NASDAQ Global

Select Market under the symlt“SPKE”.
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SUMMARY HISTORICAL AND UNAUDITED
PRO FORMA COMBINED FINANCIAL AND OPERATING DATA

Spark Energy, Inc. was formed in April 2014 andsionet have any historical financial operating ressuAccordingly, the
accompanying combined financial statements have pespared from the combined business and ass#te oftail natural
gas business and asset optimization activitieds@ Snd the retail electricity business of SE.

The following table shows the summary historicahbined financial data as of and for the years emksmember 31, 2012
and 2013 and the three months ended March 31,2812014. The summary historical combined finardah as of
December 31, 2012 and 2013 and for the years dddeeimber 31, 2012 and 2013 has been derived frerattited
combined financial statements and the related ribeto included elsewhere in this prospectus.shinemary historical
combined financial data as of March 31, 2014 amdhe three months ended March 31, 2013 and 2044 den derived from
the unaudited condensed combined financial statenae the related notes included elsewhere irptoispectus.

The summary unaudited pro forma combined finardash presented below has been derived by the apphoof pro forma
adjustments to the historical combined financiateshents included elsewhere in this prospectusstlitmamary unaudited pro
forma combined financial data presented below gifect to (i) our reorganization in connection wiliis offering as
described in “Corporate Reorganization,” (ii) tbiering and the use of the estimated net proc&eds this offering as
described in “Use of Proceeds” and (iii) other textetransactions to be effected at the closindisfdffering, as if such
transactions had taken place on January 1, 201Beinase of the unaudited pro forma combinedrataté of operations for
each of the year ended December 31, 2013 andrine tionths ended March 31, 2014, and as of Decedib@013 and
March 31, 2014, in the case of the unaudited pnméocombined balance sheet as of December 31,8t ®arch 31, 2014,
respectively.

You should read these tables in conjunction witlafidgement’s Discussion and Analysis of Financialditamn and Results
of Operations,” which includes a discussion of dastmaterially affecting the comparability of tilédrmation presented,
“Corporate Reorganization,” “Selected Historicatlasnaudited Pro Forma Combined Financial and Opgr&ata” and the
historical and pro forma combined financial statateend notes thereto included elsewhere in tlisgactus. The summary
unaudited pro forma combined financial data is @mé=d for informational purposes only. The pro faradjustments are
based upon available information and certain assongthat we believe are reasonable.
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The summary unaudited pro forma combined finardash does not purport to represent what our restitiperations or
financial position would have been if we had opsulads a public company during the period presemtedmay not be
indicative of our future performance.

Historical Pro Forma
Year Ended Three Months Year Ended Three Months
December 31, Ended March 31, December 31, Ended March 31,
2012 2013 2013 2014 2013 2014
(restated)
(unaudited) (unaudited)

Statement of Income Data (in thousands):
Revenues:
Retail revenues (including retail revenues—affiliates of
$1,382 and $4,022 for the years ended December 31,
2012 and 2013, respectively, and $199 and $1,489 for
the three months ended March 31, 2013 and 2014,
respectively) $ 380,198 $ 316,776 $ 100,453 $ 104,352 $ 316,776 $ 104,352
Net asset optimization revenues (including asset
optimization revenues-affiliates of $8,334 and $14,940
for the years ended December 31, 2012 and 2013, and
$1,500 and $2,500 for the three months ended March
31, 2013 and 2014, respectively, and asset
optimization revenues affiliate cost of revenues of $568
and $15,928 for the years ended December 31, 2012
and 2013, respectively, and less than $0.1 million and
$7,900 for the three months ended March 31, 2013 and
2014, respectively) (1,136) 314 (1,157) 1,624 314 1,624
Total revenues 379,062 317,090 99,296 105,976 317,090 105,976
Operating expenses:
Retail cost of revenues (including retail cost of revenues-
affiliates of $254 and $55 for the years ended
December 31, 2012 and 2013, respectively, and less
than $0.1 million for the three months ended March 31,

2013 and 2014, respectively) 279,506 233,026 69,993 88,121 233,026 88,121
General and administrative 47,321 35,020 9,275 8,113 35,020 8,113
Depreciation and amortization 22,795 16,215 5,030 2,959 16,215 2,959

Total operating expenses 349,622 284,261 84,298 99,193 284,261 99,193
Operating income 29,440 32,829 14,998 6,783 32,829 6,783
Other (expense)/income:
Interest expense (3,363) (a,714) (384) (313) (2,183) (296)
Interest income and other income 62 353 11 70 353 70
Total other (expenses)/income (3,301) (1,361) (373) (243) (830) (226)
Income before income tax expense 26,139 31,468 14,625 6,540 31,999 6,557
Income tax expense 46 56 14 32 2,630 543
Net income $ 26,093 % 31412 $ 14611 $ 6,508 $ 29,369 $ 6,014
Net income attributable to non-controlling interest 25,017 5,126
Net income attributable to stockholders $ 4352 $ 888
Pro forma net income per common share
Basic $ 145 $ .30
Diluted $ 145 % .30
Weighted average proforma common shares outstanding
Basic 3,000,000 3,000,000
Diluted 13,750,000 13,750,000
Balance Sheet Data (in thousands, at period end):
Current assets $ 104246 $ 101,291 $ 119,720 $ 119,044
Total liabilities 67,976 73,160 99,768 97,741
Total liabilities and members’ equity 129,278 109,073 127,833 153,181
Cash Flow Data (in thousands):
Cash flows from operating activities $ 44,076  $ 44480 $ 17,868 $ 6,209
Cash flows used in investing activities (1,643) (2,481) (93) (787)
Cash flows used in financing activities (39,904) (42,369) (22,239) (7,856)
Other Financial Data (in thousands) @
Adjusted EBITDA ) $ 40,659 $ 33533 $ 19,048 $ 9,322 $ 33533 $ 9,322
Retail gross margin @) 93,219 81,668 31,740 17,684 81,668 17,684
Other Operating Data:
Customers 237,436 210,556 215,715 240,993 210,556 240,993
Natural gas volumes (MMBtu) 17,527,252 16,598,751 6,994,627 6,593,580 16,598,751 6,593,580
Electricity volumes (MWh) 2,698,084 1,829,657 478,426 384,275 1,829,657 384,275
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(1) Adjusted EBITDA and retail gross margin are -GAAP financial measures. For a definition and anediation of each of Adjusted EBITDA and retaibgs margir
to their most directly comparable financial measwaiculated and presented in accordance with GAlRse se“—Non-GAAP Financial Measur” below.

Non-GAAP Financial Measures

Adjusted EBITD/ We define “Adjusted EBITDA” as EBITDA less (i) stomer acquisition costs incurred in the current
period, (i) net gain (loss) on derivative instrurtgs and (iii) net current period cash settlementslerivative instruments, pl
(iv) non-cash compensation expense and (v) otheicash operating items. EBITDA is defined as nebme before
provision for income taxes, interest expense ampdedgation and amortization. We deduct all curpsriod customer
acquisition costs in the Adjusted EBITDA calculativpecause such costs reflect a cash outlay ingaeig which they are
incurred, even though we capitalize such costsaamoitize them over 24 months in accordance withagaounting policies.
The deduction of current period customer acquisitiosts is consistent with how we manage our basjririt the
comparability of Adjusted EBITDA between periodsynege affected by varying levels of customer acgoisicosts. We
deduct our net gains (losses) on derivative instnis) excluding current period cash settlemeruas) the Adjusted EBITDA
calculation in order to remove the non-cash impéciet gains and losses on derivative instrumeitasough we have not
historically incurred non-cash compensation expamnseexpect that we will incur non-cash compensagixpense following
the completion of this offering as a result of égawards that may be issued under our long-tegarnitive plan.

We believe that the presentation of Adjusted EBITrAvides information useful to investors in assessur liquidity and
financial condition and results of operations amat tAdjusted EBITDA is also useful to investorsaggancial indicator of a
company'’s ability to incur and service debt, payidiinds and fund capital expenditures. AdjustedTER\ is a supplemental
financial measure that management and externad o§@ur combined financial statements, such assing analysts,
investors, commercial banks and rating agenciestaiassess the following, among other measures:

* our operating performance as compared to othelighythladed companies in the retail energy indystrighout
regard to financing methods, capital structureistohical cost basis

* the ability of our assets to generate earningscserfit to support our proposed cash dividends;
* our ability to fund capital expenditures (includiogstomer acquisition costs) and incur and semds.

The GAAP measures most directly comparable to AdflEBITDA are net income and net cash providedgmsrating
activities. Our non-GAAP financial measure of Adags EBITDA should not be considered as an alteradt net income or
net cash provided by operating activities. AdjusE&ITDA is not a presentation made in accordandh GAAP and has
important limitations as an analytical tool. Yowsld not consider Adjusted EBITDA in isolation & @ substitute for
analysis of our results as reported under GAAPaBse Adjusted EBITDA excludes some, but not aimi that affect net
income and net cash provided by operating actsjitnd is defined differently by different companiie our industry, our
definition of Adjusted EBITDA may not be comparabdesimilarly titled measures of other companies.

Management compensates for the limitations of Adpi&€BITDA as an analytical tool by reviewing thengarable GAAP
measures, understanding the differences betweendhsures and incorporating these data pointsrinttagement’s
decision-making process.
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The following table presents a reconciliation ofjésled EBITDA to net income (loss) and net caslvigled by operating
activities for each of the periods indicated:

Historical Pro Forma
Year Ended Three Months Year Ended Three Months
December 31, Ended March 31, December 31, Ended March 31,
2012 2013 2013 2014 2013 2014
(restated)
(unaudited) (unaudited)
Reconciliation of Adjusted EBITDA to Net
Income:

Net income $26,093 $31,412 $14611 $ 6,508 $29,369 $ 6,014
Depreciation and amortization 22,795 16,215 5,030 2,959 16,215 2,959
Interest expense 3,363 1,714 384 313 1,183 296
Income tax expense 46 56 14 32 2,630 543

EBITDA 52,297 49,397 20,039 9,812 49,397 9,812
Less:

Net gains (losses) on derivative
instruments (21,485) 6,567 2,242 5,460 6,567 5,460
Net cash settlements on derivative
instruments 26,801 1,040 (1,471) (10,197) 1,040 (20,197)
Customer acquisition costs 6,322 8,257 220 5,227 8,257 5,227
Adjusted EBITDA $40,659 $33,533 $19,048 $ 9,322 $33,533 $ 9,322
Reconciliation of Adjusted EBITDA to Net
Cash Provided by Operating Activities:
Net cash provided by operating activities $44,076 $44,480 $17,868 $ 6,209
Amortization and write off of deferred
financing costs (919) (678) (120) (113)
Allowance for doubtful accounts and bad debt
expense (1,835) (3,101) (513) (565)

Interest expense 3,363 1,714 384 313

Income tax expense 46 56 14 32

Changes in operating working capital:

Accounts receivable, prepaids, current

assets (12,737) (17,792) (6,491) 27,108
Inventory (3,442) 599 (3,411) (4,322)
Accounts payable and accrued liabilities 12,689 7,880 11,011 (18,335)
Other (582) 375 306 (1,005)

Adjusted EBITDA $40,659 $33533 $19,048 $ 9,322

Cash Flow Data:

Cash flows from operating activities $44,076 $44,480 $17,868 $ 6,209

Cash flows used in investing activities (1,643) (1,481) (93) (787)

Cash flows used in financing activities (39,904) (42,369) (22,239) (7,856)

Retail Gross Margir. We define retail gross margin as operating incptae (i) depreciation and amortization expensek an
(i) general and administrative expenses, lessdfijasset optimization revenues, (ii) net gainss@s) on derivative
instruments, and (iii) net current period cashiessients on derivative instruments. Retail grossgnas included as a
supplemental disclosure because it is a primarfppaance measure used by our management to deteth@rperformance
of our retail natural gas and electricity businegsemoving the impacts of our asset optimizatictivdies and net non-cash
income (loss) impact of our economic hedging atigisi As an indicator of our retail energy busiheggrating performance,
retail gross margin should not be considered amradtive to, or more meaningful than, operatingme, as determined in
accordance with GAAP.
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The following table presents a reconciliation dailegross margin to operating income, its mosectly comparable financial
measure calculated and presented in accordancé&SaitP, for each of the periods indicated:

Historical Pro Forma
Year Ended Three Months Year Ended Three Months
December 31, Ended March 31, December 31, Ended March 31,
2012 2013 2013 2014 2013 2014
(restated)
(unaudited) (unaudited)
Reconciliation of Retail Gross
Margin to Operating Income:
Operating income $29,440 $32,829 $14998 $ 6,783 $ 32,829 $ 6,783
Depreciation and
amortization 22,795 16,215 5,030 2,959 16,215 2,959
General and administrative 47,321 35,020 9,275 8,113 35,020 8,113
Less:
Net asset optimization
revenues (1,136) 314 (1,157) 1,624 314 1,624
Net gains (losses) on retail
derivative instruments (19,016) 1,429 660 11,448 1,429 11,448
Net cash settlements on
retail derivative
instruments 26,489 653 (1,940) (12,901) 653 (12,901)
Retail Gross Margin $93219 $81,668 $31,740 $17684 $ 81,668 $ 17,684
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RISK FACTORS

Investing in our Class A common stock involvessri¥lou should carefully consider the informatiothiis prospectus, includir
the matters addressed under “Cautionary Note Reigaréorward-Looking Statementsghd the following risks before making
investment decision. The trading price of our Classommon stock could decline and our ability tg gividends on our Class A
common stock could be adversely impacted due tofamese risks, and you may lose all or part afryjiovestment.

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

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

* weather conditions

* seasonality

* demand for energy commaodities and general econoomditions;

* disruption of natural gas or electricity transmigsor transportation infrastructure or other caists or inefficiencies
* reduction or unavailability of generating capacitgluding temporary outages, mothballing, or etients

* the level of prices and availability of natural gl competing energy sources, including the impbachanges in
environmental regulations impacting supplie

* the creditworthiness or bankruptcy or other finahdistress of market participan
* changes in market liquidit

* natural disasters, wars, embargoes, acts of temaaind other catastrophic evel
* federal, state, foreign and other governmentallegigun and legislation; an

* demand side management, conservation, alternatiranewable energy sourc

Additionally, significant changes in the pricing tineds in the wholesale markets in which we operatdd affect our commodity
prices. Regulatory policies concerning how markegsstructured, how compensation is provided forise, and the kinds of
different services that can or must be offered, ot@nge and could have significant impacts on ostscof doing business. For
example, the Electric Reliability Council of Texd8RCOT") has recently considered supplementingekisting energy and
ancillary service markets with a mandate to purehiastalled capacity, which could have the effédhoreasing our supply costs.
Similarly, ERCOT recently adopted a new reserveailaice market that will increase prices in cert@tioumstances. Changes to
the prices we pay to acquire commodities and tleaare not able to pass along to our customers coatdrially adversely affect
our operations, which could negatively impact onamcial results and our ability to pay dividendstie holders of our Class A
common stock.

Our financial results may be adversely impactedvgather conditions.

Weather conditions directly influence the demandafad availability of natural gas and electricitydaaffect the prices of energy
commodities. Generally, on most utility systemsnead for natural gas peaks in the winter and derfamelectricity peaks in th
summer. Typically, when winters are warmer or sumsnage cooler, demand
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for energy is lower than expected, resulting irs leatural gas and electricity consumption thandasted. When demand is below
anticipated levels due to weather patterns, we Ineafprced to sell excess supply at prices belowacguisition cost, which could
result in reduced margins or even losses.

Conversely, when winters are colder or summersvarener, consumption may outpace the volumes ofrabfias and electricity
against which we have hedged, and we may be ut@mbleet increased demand with storage or swinglguippthese
circumstances, we may experience reduced margiegenr losses if we are required to purchase additsupply at higher prices.
Our failure to accurately anticipate demand dugutiuations in weather or to effectively manage supply in response to a
fluctuating commaodity price environment could néggly impact our financial results and our abilitypay dividends to the
holders of our Class A common stock.

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

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

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

In addition, we incur costs monthly for ancillatyarges such as reserves and capacity in the elgctctor by the ISOs. For
instance, the 1SOs will charge all retail electyigiroviders for monthly reserves that the ISO duiees are necessary to protect
the integrity of the grid. We attempt to estimatelrsamounts but they are difficult to estimate lbseahey are charged in arrears
by the ISOs and are subject to fluctuations basedenther and other market conditions. We may lablerto fully pass the
higher cost of ancillary reserves and reliabiliyvéces through to our customers, and increastiioost of these ancillary
reserves and reliability services could negatiwelgact our results of operations.

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

26



Table of Contents

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

In general, if we are unable to effectively managerisk management policies and hedging procedorgdinancial results and
our ability to pay dividends to the holders of @lass A common stock could be adversely affected.

We depend on consistent regulation within a parti@uutility territory (or state), as well as at thiederal level, to permit us to
operate in restructured, competitive segments @ thatural gas and electricity industries. If comjitdte restructuring of the
natural gas and electricity utility industries isli@red, reversed, discontinued or delayed, our Imesis prospects and financial
results could be materially adversely affected.

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

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

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

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

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

We are also subject to regulatory scrutiny in &thar markets that can give rise to compliance,féesnsing fees, or enforcement
penalties. Regulations vary widely in the market&/hich we operate, and these regulations chawoge time to time. Failure to
follow prescribed regulatory guidelines could résulcustomer complaints and regulatory sanctions.
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In addition, regulators are continuously examiniegain aspects of our industry. For example, alrarof public utility
commissions in the northeast are investigatingrtipact of the harsh weather conditions during th&322014 winter season on
consumers in their territories due to the numberomisumer complaints attributable to high billstfoe winter season and are
urging FERC to investigate circumstances during pleaiod in wholesale energy markets. To the exdegtof these commissions
takes regulatory action to address these complanth as imposing limits on products, servicegsrar other business
limitations, our business prospects in the regmua be materially adversely affected.

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

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

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

* higher customer complaints and increased unantemipatrition;
* damage to our reputation with customers and regngiaanc
* increased regulatory scrutiny and sanctions, inctpéines and termination of our licen:

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

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

Our financial results will fluctuate on a seasonaind quarterly basis.

Our overall operating results fluctuate substalytiath a seasonal basis depending on: (1) the ggbgranix of our customer base;
(2) the concentration of our product mix; (3) thepact of weather conditions on commodity pricing demand, (4) variability in
market prices for natural gas and electricity, @)cchanges in the cost of delivery of such comitieslthrough energy delivery
networks. These factors can have material shari-bempacts on monthly and quarterly operating resuwhich may be misleading
when considered outside of the context of our ahoperating cycle. In addition, our accounts pagadrid accounts receivable
impacted by seasonality due to the timing diffeesnlobetween when we pay our suppliers for accowaytalppe versus when we
collect from our customers on accounts receivalle typically pay our suppliers for purchases onamtinly basis. However, it
takes approximately two months from the time weveelthe electricity or natural gas to our custosragfore we collect from our
customers on accounts receivable attributableasetisupplies. This timing difference could affaat cash flows, especially
during peak cycles in the winter and summer morkbghermore, as a result of the seasonality obogimess, we may reserve a
portion of our excess cash available for distritmuiin the first and fourth quarters in order todwur second and third quarter
distributions. Because of
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the seasonal nature of our business and operathudts, it may be difficult for investors to acdets and adequately value our
business based on our interim result, which cowdtenmally negatively impact our financial resultedeour ability to pay dividends
to the holders of our Class A common stock.

Pursuant to our cash dividend policy, we intenddistribute substantially all of our cash availabfer distribution through
regular quarterly dividends, and our ability to gvoand make acquisitions with cash on hand couldleited.

Pursuant to our cash dividend policy, we intendistribute substantially all of our cash availatdedistribution through regular
guarterly dividends to holders of our Class A commtock, as discussed in more detail in “Cash @ra@Policy.” As such, our
growth may not be as fast as that of businessésdimyest their available cash to expand ongoperations. To the extent we
issue additional equity securities in connectiothwiny acquisitions or growth capital expenditutie,payment of dividends on
these additional equity securities may increaseiikethat we will be unable to maintain our peaighdividend rate. We may also
rely upon external financing sources, includingifseiance of debt and equity securities and borngsvunder our new revolving
credit facility to fund our acquisitions and grovathpital expenditures. The incurrence of bank bwirigs or other debt to finance
our growth strategy will result in increased intgrexpense and the imposition of additional or nmestrictive covenants, which,
in turn, may impact our ability to pay dividendshiolders of our Class A common stock. We may decatdo pursue otherwise
attractive acquisitions if the projected short-texash flow from the acquisition or investment i$ adequate to service the capital
raised to fund the acquisition or investment, afiging effect to our available cash reserves. ‘&ash Dividend Policy—
General—Our Ability to Fund Our Quarterly Divideadd Reinvest Excess Cash Available for Distributio®ur Growth.”

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

As of May 31, 2014, approximately 59% of our naltgi@s customers had fixed-price contracts, anddh®ining 41% of our
natural gas customers had variable-price contrastef May 31, 2014, approximately 46% of our dlieitty customers had fixed-
price contracts, and the remaining 54% of our gttt customers had variable-price contracts. gn#icant decrease in the retail
price of natural gas or electricity may cause aust@mers to switch retail energy service providiensng their contract terms to
obtain more favorable prices. Although we generadlye a right to collect a termination fee fromreaastomer on a fixed-price
contract who terminates their contract followinglsan event, we may not be able to collect theitextion fees in full or at all.
Our variable-price contracts typically may be tarated by our customers at any time without penalty.

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

We may experience strong competition from local ueaged utilities and other competitors.

The markets in which we compete are highly comipetitnd we may not be able to compete effectivedpgecially against
established industry competitors and new entraittsgreater financial resources. We expect
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significant competition from local regulated utéi or their retail affiliates and traditional amelw retail energy providers with
greater financial resources, well established braardes and/or large, existing installed customsesan most markets, our
principal competitor may be the local regulateditytcompany or its affiliated retail arm. The Idcagulated utilities have the
advantage of longstanding relationships with tbegtomers, and they may have longer operatingrféstdetter access to data,
greater financial and other resources and greataeemecognition in their markets than we do. Cativig customers to switch tc
new company for the supply of a critical commoditich as natural gas or electricity is a challenge.

In certain markets, local regulated utilities maglsto decrease their tariffed retail rates totlwnito preclude opportunities for
retail energy providers to acquire market shard,aherwise seek to establish rates, terms andtamslto the disadvantage of
retail energy providers such that these retailgygnproviders cannot remain competitive in that rearlAlso, in states where the
utility service rate is set through the procurenwrénergy over a period of months or years, tiigyuservice rate will lag behind
market conditions. If energy prices rise signifitgabove the utility service rate over a prolongediod of time, we may be
forced to reduce our operating margins in ordgarice more competitively with the utility servicate and may experience
increased customer attrition, as some customerssmigh to the service offer from the utility.

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

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

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

In addition to the volatility described above, weildl incur volatility from quarter to quarter assted with gains and losses on
settled hedges relating to natural gas held inrtorg if we choose to hedge the summer-winter spogaour retail allocated
storage capacity. We typically purchase naturalimasntory and store it from April to October foithdrawal from November
through March. Since a portion of the inventorysed to satisfy delivery obligations to our fixetiep customers over the winter
months, we hedge the associated price risk usingatige contracts. Any gains or losses associafigiul settled derivative
contracts are reflected in the statement of opmratas a component of cost of goods sold.
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Increased collateral requirements in connection Wwibur supply activities may restrict our liquidityhich could limit our ability
to grow our business or pay dividends.

Our contractual agreements with certain local ragual utilities and our supplier counterparties negus to maintain restricted
cash balances or letters of credit as collateratriedit risk or the performance risk associatetth the future delivery of natural
gas or electricity. These collateral requiremendy increase as we grow our customer base. Collaggmairements will increase
based on the volume or cost of the commodity welmse in any given month and the amount of capacisgrvice contracted 1
with the local regulated utility. Significant chaexgin market prices also can result in fluctuationttie collateral that local
regulated utilities or suppliers require. The efifeness of our operations and future growth, amdatility to pay dividends to tt
holders of our Class A common stock depend ingrathe amount of cash and letters of credit aviledbenter into or maintain
these contracts. The cost of these arrangementbenaffected by changes in credit markets, suchtasest rate spreads in the
cost of financing between different levels of ctediings. These liquidity requirements may be gretihan we anticipate or are
able to meet and therefore could limit our abildygrow our business or pay dividends to the haeldéishares of our Class A
common stock.

Our supply contracts expose us to counterparty dreigk.

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

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

We bear direct credit risk related to our custoni@eated in markets that have not implemented P@Brams as well as indirect
credit risk in those POR markets that pass cotlaatifforts along to us after a specified non-paytrpeniod. For the year ended
December 31, 2013, customers in non-POR marketsgepted approximately 53% of our retail revenWés generally have the
ability to terminate contracts with customers ia #vent of non-payment, but in most states in whieloperate we cannot
disconnect their natural gas or electricity gasiser In POR markets where the local regulatedkytilas the ability to return non-
paying customers to us after specified periodsmag realize a loss for one to two billing periodiluve can terminate these
customers’ contracts. We may also realize a logsxed-price customers in this scenario due toféiee that we will have already
fully hedged the customer’s expected commaodity edagthe life of the contract. Even if we termimaervice to customers who
fail to pay their bill, we remain liable to our saljgrs of natural gas and electricity for the aoisthose commodities. Furthermore,
in the Texas market, we are responsible for biltmgdistribution charges for the local regulatétityiand are at risk for these
charges, in addition to the cost of the commodiityhe event customers fail to pay their bills. 6giag economic factors, such as
rising unemployment rates and energy prices aksdtran a higher risk of customers being unablpawp their bills when due.

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

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

In POR markets, we rely on the local regulatedtytib purchase our customer accounts receivaldg@perform timely and
accurate billing. POR markets represented apprdei|md7% of our retail revenues for the
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year ended December 31, 2013. As our business gtgportion of customers we serve in POR markeddd increase. Th
bankruptcy of a local regulated utility could rdsnla default in such local regulated utility’syp@ent obligations to us, or efforts
to reject contracts for service that they have wahf they believe there is a high value alterretpportunity.

In POR markets where local regulated utilities pase our receivables and in certain other marketal regulated utilities are
responsible for billing services. Local regulatditities that provide billing services rely on wsr faccurate and timely
communication of contract rates and other infororatiecessary for accurate billing to customers.ritmber of territories within
which we provide natural gas and electricity suppges a constant challenge that demands condielenabagement, personnel
and information system resources. Each territogquires unique and often varied electronic datafiate systems. Rules that
govern the exchange of data may be changed bypdthéregulated utilities. In certain instances,migst rely on manual processes
and procedures to communicate data to local regplilatilities for inclusion in customer bills. Indition, some utilities may
experience difficulty in providing accurate, timelgta when changing metering equipmeaiy(, from manually-read to
telemetry). Failure to provide accurate data t@aloegulated utilities on a timely basis could fesuunderpayment or
nonpayment by our customers, and therefore adyeaffelct our financial results and our ability taypdividends to the holders of
our Class A common stock.

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

In connection with the closing of the offering, @epect to enter into a new $70.0 million senioused revolving credit facility,
which we refer to as our new revolving credit faigilWe expect to have approximately $10.0 millafindebtedness outstanding
under our new revolving credit facility and apprsgitely $15.0 million in issued letters of credifidaving this offering. Any debt
we incur under our new revolving credit facility aherwise could have important negative consedgean our financial
condition, including:

* increasing our vulnerability to general economid ardustry conditions

* requiring cash flow from operations to be dedicatethe payment of principal and interest on odelntednes:
therefore reducing our ability to pay dividend$tdders of our Class A common stock or to use ashdlow to fund
our operations, capital expenditures and futuréniegs opportunities

* limiting our ability to fund operations or futureguisitions;

* restricting our ability to make certain distributewith respect to our capital stock and the ghiftour subsidiaries t
make certain distributions to us, in light of reted payment and other financial covenants, irinlgidequirements to
maintain certain financial ratios, in our creditifies and other financing agreemer

* exposing us to the risk of increased interest dagesiuse borrowings under our new revolving cifeditity will be at
variable rates of interest; a

* limiting our ability to obtain additional financinfigr working capital including collateral postingspital expenditure:
debt service requirements, acquisitions and gexerabrate or other purpost

Our new revolving credit facility will contain fimeial and other restrictive covenants that maytloor ability to return capital to
stockholders or otherwise engage in activities i@y be in our long-term best interests. Our inigiid satisfy certain financial
covenants could prevent us from paying cash divldeand our failure to comply with those and ott@renants could result in
event of default which, if not cured or waived, neatitle the lenders to demand repayment or enfihietie security interests,
which could negatively impact our financial reswtsl our ability to pay dividends to the holdergof Class A common stock.
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We depend on the accuracy of data in our billingstgms. Inaccurate data could have a negative impatbur results of
operations, financial condition, cash flows and refation with customers and/or regulators.

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

* our internal marketing, pricing and customer operet functions; an

* various local regulated utilities and independegstem operators (“ISOsfpr volume or meter read information, cert
billing rates and billing types (e.g., budget b)) and other fees and expen:

Inaccurate or untimely information, which may beside of our direct control, could result in:

® inaccurate and/or untimely bills sent to custom

® inaccurate accounting and reporting of customezmaes, gross margin and accounts receivable ¢
* inaccurate measurement of usage rates, throughgutrdoalances

® customer complaints; ar

® increased regulatory scrutir

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

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

Information management systems could prove unrelelt

We operate in a high volume business with an ekteraray of data interchanges and market requinésn&/e are highly
dependent on our information management systernadk, monitor and correct or otherwise verify gthvolume of data to
ensure the reported financial results and our &sting efforts are accurate. Our information maneage systems are designed to
help us forecast new customer enrollments and ém&irgy requirements, which helps ensure that eealale to supply new
customers estimated average energy requiremeritswiexposing us to excessive commaodity price risk.

We may be subject to disruptions in our informafiiom arising out of events beyond our control,Isas natural disasters,
epidemics, failures in hardware or software, pofiverttuations, telecommunications and other sindiaruptions. In addition, our
information management systems may be vulneraldentputer viruses, incursions by intruders or hesked cyber terrorists
and other similar disruptions. The failure of anfiormation management systems to perform as aataipfor any reason or any
significant breach of security could disrupt ousimgss and result in numerous adverse consequémdesljing reduced
effectiveness and efficiency of our
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operations, inappropriate disclosure of confidemtimrmation and increased overhead costs, altdth could impact our
financial results and our ability to pay divideridghe holders of our Class A common stock.

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

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

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

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

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

The Dodd-Frank Wall Street Reform and Consumerdetan Act (the “Act”), enacted on July 21, 2016tablished federal
oversight and regulation of the over-tbaunter derivatives market and entities, such athas participate in that market. Althot
we qualify for the end-user exception to the mangatlearing requirements for swaps to hedge ommaercial risks, the
application of the mandatory clearing and tradecetien requirements to other market participantshsas swap dealers, has
changed the cost and availability of the swapswatise for hedging. In addition, the Act requitest regulators establish margin
rules for uncleared swaps. CFTC Rules that reauriceusers to post initial or variation margin imgagidity and reduce cash
available to us.

The full impact of the Act and related regulatoeguirements upon our business will not be knowil the regulations are
implemented and the market for derivatives congraess adjusted. The Act and any new

34



Table of Contents

regulations could significantly increase the cdslerivative transactions, materially alter themterof derivative contracts, reduce
the availability of derivatives to protect agairisks that we encounter, reduce our ability to ntiaeeor restructure our existing
derivative contracts or increase our exposureds ¢eeditworthy counterparties. If we reduce owr afsderivatives as a result of
the Act and related regulations, our results ofafgens may become more volatile and our cash fimayg be less predictable,
which could adversely affect our ability to plam and fund capital expenditures. Any of these cqueaces could have a material
adverse effect our financial results and our gbibtitpay dividends to the holders of our Class Aown stock.

We may not be able to manage our growth succesgfullhich could strain our liquidity and other resa@oes and lead to poor
customer satisfaction with our services.

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

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

Expanding our operations could result in incredspddity needs to support working capital for fhgrchase of natural gas and
electricity supply to meet our customers’ needstte credit requirements of forward physical sygpid for generally higher
operating expenses. Expanding our operations adgoraguire continued development of our operatimdyfanancial controls and
may place additional stress on our management p@chtional resources. If we are unable to managgrowth and development
successfully, this could affect our financial résand our ability to pay dividends to the holdefrsur Class A common stock.

Our success depends on key members of our managértanloss of whom could disrupt our business og@wns.

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

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

Many of the employee positions within our customgerations, energy supply, information systemsimgi marketing, risk
management and finance functions require extemsdiestry, operational, regulatory or financial estpece or skills that may not
be easily replaced if an employee were to leavd@mpent with us. While some normal employee turmasexpected, high
turnover could strain our ability to manage ouraing operations as well as inhibit organic and &itian growth.
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We rely on a third party vendor for our customerlbig and transactions platform which exposes usttord party performance
risk.

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

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

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

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

As of May 31, 2014, approximately 86% of our custosnwere located in five states. Specifically, 2288, 13%, 11% and 5%
of our customers were located in lllinois, CalifiagnTexas, New York and Pennsylvania, respectidélye are unable to increase
our market share across other competitive marketster into new competitive markets effectively may be subject to
continued or greater customer concentration riskaddition, if any of the states that contain gdgpercentage of our customers
were to reverse regulatory restructuring or chahgeegulatory environment in a manner that causde be unable to
economically operate in that state, our finanasalits and our ability to pay dividends to the lroddof our Class A common stc
could be adversely affected.

Increases in state renewable portfolio standardsamrincrease in the cost of renewable energy credlitl carbon offsets ma
adversely impact the price, availability and mar&btlity of our products.

Pursuant to state renewable portfolio standardsnus purchase a specified amount of renewablaygreedits, or RECs, based
on the amount of electricity we sell in a stata iyear. In addition, we have contracts with certaistomers which require us to
purchase RECs or carbon offsets. If a state ineseiés renewable portfolio standards, the demanBECs within that state will
increase and therefore the market price for REQ&ldacrease. We attempt to forecast the pricélferrequired RECs and carbon
offsets at the end of each month and incorporagdahecast into our customer pricing models, betprice paid for RECs and
carbon offsets may be higher than forecasted. Webmainable to fully pass the higher cost of RE{€sugh to our customers,
and increases in the price of RECs may decrease=suits of operations and affect our ability tonpete with other energy
retailers that have not contracted with custonmepurchase RECs or carbon offsets. Further, a prazease for RECs or carbon
offsets may require us to decrease the renewabliepof our energy products, which may result loss of customers. A further
reduction in benefits received by local regulatgiities from production tax credits in respectrehewable energy may adversely
impact the availability to us, and marketability
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by us, of renewable energy under our brands. Adegly such decrease may result in reduced revandanay negatively impa
our financial results and our ability to pay dividis to the holders of our Class A common stock.

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

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

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

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

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

Some of our independent contractors earn ongosigual commissions. Residual commissions are Gttedilbased on a fixed
percentage of revenues attributable to a custoreegsgy consumption, without regard to our wholesalpply costs. Should our
supply costs rise, our operating margins, finan@aults and our ability to pay dividends to thédkes of our Class A common
stock could be adversely affected.

Our access to marketing channels may be continggmbn the viability of our telemarketing and door-oor agreements with
our vendors.

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

Our vendors may expose us to risks.

We are subject to reputational risks that may dr@ the actions of our vendors and their indepahdontractors that are who
or partially beyond our control, such as violatiefi®ur marketing policies and procedures as welray failure to comply with
applicable laws and regulations. If our vendorsagiegin marketing practices that are not in compéanith local laws and
regulations, we may be in breach of applicable lamg regulations which may result in regulatoryceexing, disadvantageous
conditioning of our energy retailer license, or teeocation of our energy retailer license, whiahuld materially impact our
financial results and our ability to pay dividertdghe holders of our Class A common stock. In toldj the independent
contractors of our vendors may consider us to big @mployer and seek compensation.

Risks Related to the Offering and our Class A Commmo Stock

We expect to have shortfalls of cash available fiisstribution from operating cash flows in certainugrters during the four
guarters following the closing of the offering, ande may not be able to continue paying our targetparterly dividend to the
holders of our Class A common stock in the future.

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

* changes in commodity prices, which may be drivea briety of factors, including, but not limiteal iveather
conditions, seasonality and demand for energy coditirae and general economic conditio

* the level and timing of customer acquisition cagtsincur;

* the level of our operating and general and adnnatise expense:

* seasonal variations in revenues generated by @imdss

* our debt service requirements and other liabitit

¢ fluctuations in our working capital neec

* our ability to borrow funds and access capital rats]

* restrictions contained in our debt agreementsyhing our new revolving credit facility
* abrupt changes in regulatory policies; i

* other business risks affecting our cash flc

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

Consistent with our forecast, due to the seasgnaliour retail natural gas business, we expegetterate the substantial majority
of our cash available for distribution in the fiestd fourth quarters of each year. In addition anicipate continuing to incur
increased customer acquisition costs over therfir months of 2014, which is consistent with growth strategy. As a result of
seasonality and our increased customer acquigitiets, we may not have sufficient cash availabi@igtribution from the third
quarter of 2014 to cover the pro-rated quartenydgind for that period (calculated from the clostlage of this offering through
and including September 30, 2014). For a summatysbbrical unaudited pro forma cash availabledistribution and estimated
cash available for distribution, including pro farhistorical and anticipated shortfalls, please f€ash Dividend Policy” under
“—Unaudited Pro Forma Cash Available for Distriloutifor the Year Ended December 31, 2013,” “—Estadalash Available
for Distribution for the Twelve Months Ending JuB@, 2015” and “—General Considerations and RisksshQsvailable for
Distribution for the Third Quarter of 2014.”
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Furthermore, holders of our Class A common stocukhbe aware that the amount of cash availabldistribution depends
primarily on our cash flow, and is not solely adtian of profitability, which is affected by nonsfaitems. We may incur other
expenses or liabilities during a period that caigrhificantly reduce or eliminate our cash avaiafalr distribution and, in turn,
impair our ability to pay dividends to holders afrcClass A common stock during the period. Becawessare a holding company,
our ability to pay dividends on our Class A comnsbock is limited by restrictions on the abilityair subsidiaries to pay
dividends or make other distributions to us. Wd bl entitled to pay cash dividends to the holdéthe Class A common stock
and Spark HoldCo will be entitled to make cashritigtions to NuDevco and us so long as: (a) noueéists or would result
from such a payment; (b) Spark HoldCo, SE and SieGngpro forma compliance with all financial coaeis before and after
giving effect to such payment and (c) the outstag@mount of all loans and letters of credit dostsexceed borrowing base
limits. Finally, dividends to holders of our Cla&sommon stock will be paid at the discretion of board of directors. Our board
of directors may decrease the level of or entide&gontinue payment of dividends. For a descriptibadditional restrictions and
factors that may affect our ability to pay cashdidnds, please see “Cash Dividend Policy.”

The assumptions underlying the forecast presentstt@here in this prospectus are inherently uncertand subject to
significant business, economic, financial, regulatoand competitive risks that could cause our adtgash available fol
dividends to differ materially from our forecast.

The forecast presented elsewhere in this prospechased on our current business operations aagre@ared using assumpti
that our management believes are reasonable. Seh ‘Qividend Policy—Significant Forecast Assummidhese include
assumptions regarding our customer acquisitionegfya the seasonality of our business, the effen#gs of our hedging program,
our natural gas and electricity revenues, our djpgy&osts and expenses, interest expense, ourgsaization activities,
income tax expense and regulatory, industry andao@ factors. The forecast assumes that no uneegbeisks will materialize
during the forecast period. Any one or more of ¢h@ssumptions may prove to be incorrect, in whade@ur actual results of
operations will be different from, and possibly erélly worse than, those contemplated by the fsecThere can be no
assurance that the assumptions underlying thedstg@cesented elsewhere in this prospectus willgpto be accurate. Actual
results for the forecast period will likely varypm the forecasted results and those variationsbraagaterial. We make no
representation that actual results achieved ifidteeast period will be the same, in whole or intpas those forecasted herein or
that we will be able to pay dividends on our taegdevels or at all.

We are a holding company. Our sole material assi¢acompletion of this offering will be our equitinterest in Spark HoldCo
and we are accordingly dependent upon distributidnem Spark HoldCo to pay dividends, pay taxes, maayments under the
Tax Receivable Agreement and cover our corporatel ather overhead expenses under the Spark HoldC&LlAgreement.

We are a holding company and will have no matesakets other than our equity interest in Spark EloldPlease see “Corporate
Reorganization.¥We have no independent means of generating rev@heeSpark HoldCo LLC Agreement provides, to theet
Spark HoldCo has available cash and is not preddmteestrictions in any of its credit agreemefasdistributions pro rata to its
unitholders, including us, such that we receivagount of cash sufficient to pay the estimateddgeyable by us, the targeted
quarterly dividend we intend to pay holders of Glaiss A common stock, and payments under the TagiRable Agreement we
will enter into with Spark HoldCo, NuDevco Retaibldings and NuDevco Retail. In addition, Spark Hzddwill pay for our
corporate and other overhead expenses pursudre &piark HoldCo LLC Agreement. To the extent thaineed funds and Spark
HoldCo or its subsidiaries are restricted from mglksuch distributions under applicable law or ragah or under the terms of
their financing arrangements, or are otherwise lentbprovide such funds, it could materially achedy affect our financial resu
and our ability to pay dividends to the holdersof Class A common stock.
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Market interest rates may have an effect on theugabf our Class A common stoc

One of the factors that will influence the pricesbfares of our Class A common stock will be thedai¥e dividend yield of such
shares (i.e., the yield as a percentage of therttegket price of our shares) relative to markedrgest rates. An increase in market
interest rates, which are currently at low levelative to historical rates, may lead prospectiwepasers of shares of our Class A
common stock to expect a higher dividend yield, amdinability to increase our dividend as a resfitn increase in borrowing
costs, insufficient cash available for distributiomotherwise, could result in selling pressuread a decrease in the market price
of, our Class A common stock as investors seekmative investments with higher yield.

The initial public offering price of our Class A anmon stock may not be indicative of the market jgriaf our Class A common
stock after this offering. In addition, an activdiquid and orderly trading market for our Class Aotnmon stock may not devel
or be maintained, and our stock price may be vditi

Prior to this offering, our Class A common stockswt traded in any market. An active, liquid andesly trading market for our
Class A common stock may not develop or be maiathatfter this offering. Active, liquid and ordethading markets usually
result in less price volatility and more efficienoycarrying out investors’ purchase and sale ardEne market price of our
Class A common stock could vary significantly agsult of a number of factors, some of which argbd our control. In the
event of a drop in the market price of our ClagsoAimon stock, you could lose a substantial paatl@f your investment in our
Class A common stock. The initial public offerindge will be negotiated between us and the reptasieas of the underwriters,
based on numerous factors which we discuss in “bimiteng,” and may not be indicative of the marlkeice of our Class A
common stock after this offering. Consequently, gway not be able to sell shares of our Class A comstock at prices equal to
or greater than the price paid by you in this ofigr

The following factors could affect our stock price:

* our operating and financial performance and chamgesr per share distribution leve
® our retail gross margin and our asset optimizadictivities;

* quarterly variations in the rate of growth of oimaincial indicators, such as net income per shegteincome an
revenues

* the public reaction to our press releases, our g@hielic announcements and our filings with the S
* strategic actions by our competito

* changes in revenue or earnings estimates, or ch@amgecommendations or withdrawal of research mes by equity
research analyst

® gspeculation in the press or investment commu

* the failure of research analysts to cover our CAasemmon stock

* sales of our Class A common stock by us, our stolddrs, or the perception that such sales may p
* changes in accounting principles, policies, guidaintterpretations or standart

* additions or departures of key management persp

® actions by our stockholdet

* general market conditions, including fluctuationszommaodity prices

* domestic and international economic, legal andleggry factors unrelated to our performance;

* the realization of any risks described in this peagus, including under th*Risk Factor” section.

The stock markets in general have experiencedragtrlatility that has often been unrelated todperating performance of
particular companies. These broad market fluctnatrmay adversely affect the trading price of o@sSIA common stock.
Securities class action litigation has often bemstituted against companies following

40



Table of Contents

periods of volatility in the overall market andtire market price of a company’s securities. Suajalion, if instituted against us,
could result in very substantial costs, divert management’s attention and resources and negatiwpBct our financial results
and our ability to pay dividends to the holder®of Class A common stock.

Our principal shareholder will collectively hold aubstantial majority of the voting power of our cenon stock.

Holders of Class A common stock and Class B comstock will vote together as a single class on aftters presented to our
stockholders for their vote or approval, excepbtherwise required by applicable law or our cetdife of incorporation and
bylaws. Upon completion of this offering (assumirggexercise of the underwriters’ option to purchadeitional shares),
NuDevco will own all of our Class B common stoc&gresenting 78.18% of our combined voting pow

NuDevco is entitled to act separately in its owteliest with respect to its investment in us. Nul@ewdl have the ability to elec
all of the members of our board of directors, drateby to control our management and affairs. titiach, NuDevco will be able
to determine the outcome of all matters requirimnarsholder approval, including mergers and othdena transactions, and will
be able to cause or prevent a change in the cotigrosi our board of directors or a change in colndf our company that could
deprive our stockholders of an opportunity to reeei premium for their Class A common stock as glatsale of our company.
The existence of a significant shareholder may latése the effect of deterring hostile takeovertaydeg or preventing changes
control or changes in management, or limiting thiitg of our other stockholders to approve trargarcs that they may deem to
be in the best interests of our company.

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

We will be a “controlled company” under NASDAQ GlabSelect Market rules, and as such we are entittecan exemption
from certain corporate governance standards of tNASDAQ Global Select Market, and you may not hakie same protectior
afforded to shareholders of companies that are sdijto all of the NASDAQ Global Select Market corpte governance
requirements.

We will qualify as a “controlled company” withinghmeaning of Nasdaq Global Select Market corp@aternance standards
because NuDevco will control more than 50% of aating power following this offering. Under NASDAQI@bal Select Market
rules, a company of which more than 50% of thengptiower is held by an individual, a group or aeottompany is acontrollec
company” and may elect not to comply with certainporate governance requirements, including (iyduirement that a
majority of the board of directors consist of indedent directors, (ii) the requirement to have minating/corporate governance
committee composed entirely of independent direcamid a written charter addressing the commitige’gose and
responsibilities, (iii) the requirement to haveocanpensation committee composed entirely of independirectors and a written
charter addressing the committepurpose and responsibilities and (iv) the requing of an annual performance evaluation o
nominating/corporate governance and compensatiomutees.

In light of our status as a controlled company, lmagird of directors has determined to take paatisbhntage of the controlled
company exemption. Our board of directors has deterd not to have a nominating and corporate garex® committee and that
our compensation committee will not consist enfilindependent directors. As
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a result, non-independent directors may among olliegs, appoint future members of our board aéatiors, resolve corporate
governance issues, establish salaries, incentiviesther forms of compensation for officers anceottmployees and administer
our incentive compensation and benefit plans.

Accordingly, in the future, you may not have thensgprotections afforded to shareholders of comgahiat are subject to all of
NASDAQ Global Select Market corporate governancgirements. For a description of our expected aateayovernanc
practices, please see “Management—Controlled Coypan

We have engaged in transactions with our affiliatead expect to do so in the future. The terms o€dransactions and the
resolution of any conflicts that may arise may naivays be in our or our stockholders’ best interest

We have engaged in transactions and expect toncmEntd engage in transactions with affiliated conigs, as described under the
caption “Certain Relationships and Related Pargn$actions.” We will continue to enter into backssck transactions for the
sale of natural gas from an affiliate. We will alsmtinue to pay certain expenses on behalf ofraeeéour affiliates for which

we will seek reimbursement. We will also continaeshare our corporate headquarters with certaiimaggt. We cannot assure
that our affiliates will reimburse us for the costs have incurred on their behalf or perform tlediligations under any of these
contracts.

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

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

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

¢ provide for our board of directors to be dividetbithree classes of directors, with each claseadyequal in numbe
as possible, serving staggered three year termrsst@ggered board may tend to discourage a thitgt fram making a
tender offer or otherwise attempting to obtain canf us, because it generally makes it more diffifor shareholders
to replace a majority of the directo

* provide that the authorized number of directors tm@ghanged only by resolution of the board ofaiaes;

* provide that all vacancies in our board, includiegvly created directorships, may, except as ottservéquired by law
or, if applicable, the rights of holders of a seré preferred stock, be filled by the affirmatiwete of a majority of
directors then in office, even if less than a quur

* provide our board of directors the ability to authe undesignated preferred stock. This ability esaik possible for our
board of directors to issue, without sharehold@rayal, preferred stock with voting or other rigbtspreferences that
could impede the success of any attempt to chamgeat of us. These and other provisions may hheestfect of
deferring hostile takeovers or delaying changesoimtrol or management of our compa

* provide that at any time after the first date updrnch W. Keith Maxwell 11l no longer beneficiallywens more than fifty
percent of the outstanding Class A common stockGlagds B common stock, any action required or pggohio be
taken by the shareholders must be effected atyacdlled annual or speci
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meeting of shareholders and may not be effectamhlgyconsent in writing in lieu of a meeting of swttareholders
subject to the rights of the holders of any sesfgsreferred stock with respect to such serieo(fd such time, such
actions may be taken without a meeting by writtensent of holders of the outstanding stock havimigess than the
minimum number of votes that would be necessaguthorize or take such action at a meeti

* provide that at any time after the first date updrnch W. Keith Maxwell 11l no longer beneficiallywens more than fifty
percent of the outstanding Class A common stockGlagds B common stock, special meetings of ouretitdders may
only be called by the board of directors, the ckiefcutive officer or the chairman of the boardofpto such time,
special meetings may also be called by our Segratahe request of holders of record of fifty pertcof the outstandit
Class A common stock and Class B common st

* provide that our amended and restated certifichitecorporation and amended and restated bylawsbmeamended by
the affirmative vote of the holders of at least-thirds of our outstanding stock entitled to voterton;

* provide that our amended and restated bylaws camlemded by the board of directors;

* establish advance notice procedures with regastidoeholder proposals relating to the nominatioceofidates for
election as directors or new business to be broogture meetings of our shareholders. These proesguovide that
notice of shareholder proposals must be timelyrgimenriting to our corporate secretary prior te theeting at which
the action is to be taken. These requirements mesiygle shareholders from bringing matters befoeeshareholders at
an annual or special meetir

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

Section 203 of the Delaware General Corporation (the “DGCL”) regulating corporate takeovers utitié date on which W.
Keith Maxwell 11l no longer beneficially owns ing¢haggregate more than fifteen percent of the oudstg Class A common stock
and Class B common stock. On and after such datevilvbe subject to the provisions of Section 203he DGCL.

In addition, certain change of control events hidneeeffect of accelerating the payment due undeifan Receivable Agreement,
which could be substantial and accordingly serva disincentive to a potential acquirer of our camyp Please see “Certain
Relationships and Related Party Transactions—TaeiRable Agreement.”

Our amended and restated certificate of incorporatiwill designate the Court of Chancery of the Staif Delaware as the sole
and exclusive forum for certain types of actionsdproceedings that may be initiated by our stocldeis, which could limit
our stockholders’ ability to obtain a favorable jialal forum for disputes with us or our directorgfficers, employees or agents.

Our amended and restated certificate of incorpamatiill provide that, unless we consent in writioghe selection of an
alternative forum, the Court of Chancery of thet&te Delaware will, to the fullest extent permittiey applicable law, be the sole
and exclusive forum for (i) any derivative actianppoceeding brought on our behalf, (ii) any acté@serting a claim of breach of
a fiduciary duty owed by any of our directors, offis, employees or agents to us or our stockhgligrsiny action asserting a
claim against us or any director or officer or etbmployee of ours arising pursuant to any prowvisibthe DGCL, our amended
and restated certificate of incorporation or ouatng, or (iv) any action asserting a claim agairssbr any director or officer or
other employee of ours that is governed by themaleaffairs doctrine, in each such case subjestiath Court of Chancery having
personal jurisdiction over the indispensable pamigmed as defendants therein. Any person or gntitthasing or otherwise
acquiring any interest in shares of our capitatlstoill be deemed to have notice of, and consettethe provisions of our
amended and restated certificate of incorporatestdbed in the
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preceding sentence. This choice of forum provisiay limit a stockholdes ability to bring a claim in a judicial forum thiafinds
favorable for disputes with us or our directorsicefs, employees or agents, which may discouragk Rwsuits against us and
such persons. Alternatively, if a court were talfthese provisions of our amended and restateicae of incorporation
inapplicable to, or unenforceable in respect o0& onmore of the specified types of actions or pealings, we may incur
additional costs associated with resolving sucharatn other jurisdictions, which could adversaffect our business, financial
condition or results of operations.

Future sales of our Class A common stock in the palmarket could reduce our stock price, and anydiibnal capital raised
by us through the sale of equity or convertible gaties may dilute your ownership in us.

Subject to certain limitations and exceptions, Nufdemay exchange its Spark HoldCo units (togethtr avcorresponding
number of shares of Class B common stock) for shafr€lass A common stock (on a one-me basis, subject to conversion
adjustments for stock splits, stock dividends addassification and other similar transactions) #ash sell those shares of
Class A common stock. Additionally, we may issuditohal shares of Class A common stock or conbkrtsecurities in
subsequent public offerings. After the completiéthis offering, we will have 3,000,000 outstandsitares of Class A common
stock, and 10,750,000 outstanding shares of ClagsBnon stock. Following the completion of thisesiifig, NuDevco will

own 10,750,000 shares of Class B common stockesepting approximately 78.18% (or 10,300,000 shafr€dass B common
stock, representing approximately 74.91% if theaimnliters’ option to purchase additional sharesfigur total outstanding
common stock exercised in full). All such sharesrastricted from immediate resale under the fédei@urities laws and are
subject to the lock-up agreements between suclepad the underwriters described in “Underwrititoyt may be sold into the
market in the future. We expect that NuDevco Rédaidings and NuDevco Retail will each be partategistration rights
agreement with us that will require us to effee thgistration of their shares in certain circumestés no earlier than the expiration
of the lock-up period contained in the underwritagreement entered into in connection with thieniriy. Employees will be
subject to certain restrictions on the sale ofrtbleares for 180 days after the date of this prsgehowever, after such period,
and subject to compliance with the Securities Aab@mptions therefrom, these employees may seii shares into the public
market. See “Shares Eligible for Future Sale” a@drtain Relationships and Related Party TransagetidRegistration Rights
Agreement.”

In connection with this offering, we intend to fderegistration statement with the SEC on Form@Be8iding for the registration
of 1,375,000 shares of our Class A common stocles®r reserved for issuance under our equity ineeplan. Subject to the
satisfaction of vesting conditions and the expiratf lock-up agreements, shares registered uhdaegistration statement on
Form S-8 will be available for resale immediatelythie public market without restriction.

We cannot predict the size of future issuancesiofddass A common stock or securities convertibte Class A common stock
the effect, if any, that future issuances or safeshares of our Class A common stock will havetenmarket price of our Class A
common stock. Sales of substantial amounts of éasSCA common stock (including shares issued imeotion with an
acquisition), or the perception that such salesdcoccur, may adversely affect prevailing markétgs of our Class A common
stock. Our amended and restated certificate ofrpuration allows us to issue up to an additiond,280,000 shares of equity
securities, including securities ranking seniooto Class A common stock.
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The underwriters of this offering may waive or relee parties to the lock-up agreements entered intoonnection with this
offering, which could adversely affect the price ofir Class A common stock.

Our directors and executive officers have entenéallock-up agreements with respect to their Clasemmon stock, pursuant to
which they are subject to certain resale restmetior a period of 180 days following the effectdage of the registration statem
of which this prospectus forms a part. Please Beglérwriting.” Robert W. Baird & Co. Incorporatetlamy time and without
notice, may release all or any portion of the Clag®mmon stock subject to the foregoing lock-upeagents. If the restrictions
under the lock-up agreements are waived, then @lassnmon stock will be available for sale into fheblic markets, which
could cause the market price of our Class A comstock to decline and impair our ability to raisgical.

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

We will enter into a Tax Receivable Agreement v8giark HoldCo, NuDevco Retail Holdings and NuDevetaR. This
agreement will generally provide for the paymenubyto NuDevco of 85% of the net cash savingsyf &n U.S. federal, state
and local income tax or franchise tax that we digtuealize (or are deemed to realize in certaiowinstances) in periods after t
offering as a result of (i) any tax basis increaseilting from the purchase by Spark Energy, IhG&park HoldCo units from
NuDevco Retail Holdings prior to or in connectioithwthis offering, (ii) any tax basis increasesutéag from the exchange «
Spark HoldCo units for shares of Class A commonkspursuant to the Exchange Right (or resultingifen exchange of Spark
HoldCo units for cash pursuant to the Cash Option) (i) imputed interest deemed to be paid bgsia result of, and additional
tax basis arising from, any payments we make utlhdefax Receivable Agreement. In addition, paymesmtsnake under the Tax
Receivable Agreement will be increased by any @seaccrued from the due date (without extensioht)e corresponding tax
return.

Spark Energy, Inc. may be required to defer origrtdefer any payment due to holders of rightdemthe Tax Receivable
Agreement in certain circumstances during the figar period commencing on October 1, 2014. Follgwire expiration of the
five-year deferral period, Spark Energy, Inc. Wi obligated to pay any outstanding deferred TRynimts. While this payment
obligation is subject to certain limitations debed elsewhere in this prospectus, the obligation meaertheless be significant ¢
could adversely affect our liquidity and ability pay dividends to the holders of our Class A comstock. See “Certain
Relationships and Related Party Transactions—TaeiRable Agreement.”

The payment obligations under the Tax Receivabledment are our obligations and not obligationSgHrk HoldCo. For
purposes of the Tax Receivable Agreement, cashgaim tax generally are calculated by comparingaatual tax liability to the
amount we would have been required to pay had wbeaen able to utilize any of the tax benefits sabjo the Tax Receivable
Agreement. The term of the Tax Receivable Agreem@htommence upon the completion of this offeramd will continue unti
all such tax benefits have been utilized or expivediess we exercise our right to terminate the Regeivable Agreement by
making the termination payment specified in theeagrent.

The actual increase in tax basis, as well as thmiatand timing of any payments under the Tax Retdé Agreement, will vary
depending upon a number of factors, including itnéng of the exchanges of Spark HoldCo units, theepof Class A common
stock at the time of each exchange, the extenhiohasuch exchanges are taxable, the amount aivbtiof the taxable income \
generate in the future and the tax rate then agdgkc and the portion of our payments under theReoeivable Agreement
constituting imputed interest or depletable, dejptde or amortizable basis. We expect that the gaysithat we will be required
to make under the Tax Receivable Agreement couklibstantial.
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The payments under the Tax Receivable Agreemehtatilbe conditioned upon a holder of rights untierTax Receivable
Agreement having a continued ownership interesithrer Spark HoldCo or us. See “Certain Relatigmshind Related Party
Transactions—Tax Receivable Agreement.”

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

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

In these situations, our obligations under the Rageivable Agreement could have a substantial ivegatpact on our liquidity
and could have the effect of delaying, deferringmventing certain mergers, asset sales, otheisfof business combinations or
other changes of control due to the additionalsaation cost a potential acquirer may attributsatitssfying such obligations. For
example, if the Tax Receivable Agreement were teateid immediately after this offering, the estindagrmination payment
would be approximately $73.8 million (calculatedhgsa discount rate equal to the LIBOR, plus 208i$points). The foregoing
number is merely an estimate and the actual payowed differ materially. There can be no assurghaewe will be able to
finance our obligations under the Tax Receivablesment.

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

We may issue preferred stock whose terms could esslg affect the voting power or value of our Cla&szommon stock.

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

As a publicly traded company with listed equityw#ies, we will need to comply with new laws, réafions and requirements,
including corporate governance provisions of theo&aes-Oxley Act of 2002, and rules and regulatafithe SEC and the
NASDAQ. Additional or new regulatory requirementayrbe adopted in the future. The requirements istiag and potentic
future rules and regulations will increase our legecounting and financial compliance costs, nedme activities more difficult,
time-consuming or costly and may also place unthanson our personnel, systems and resourceshwvaoigld adversely affect
our business, financial condition and ability ty pvidends to the holders of our Class A commatlst

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

In April 2012, President Obama signed into lawIdS Act. We are classified as an “emerging graetnpany” under the
JOBS Act. For as long as we are an emerging groatipany, which may be up to five full fiscal yearslike other public
companies, we will not be required to, among othegs, (i) provide an auditor’s attestation regmrtmanagement’s assessment
of the effectiveness of our system of internal oardver financial reporting pursuant to Sectiod@1) of the Sarbane@xley Act,
(i) comply with any new requirements adopted by BRCAOB requiring mandatory audit firm rotationsosupplement to the
auditor’s report in which the auditor would be rigqd to provide additional information about thel@and the financial
statements of the issuer, (iii) provide certaircltisure regarding executive compensation requiféarger public companies or
(iv) hold nonbinding advisory votes on executivenpensation. We will remain an emerging growth comydar up to five years,
although we will lose that status sooner if we hane than $1.0 billion of revenues in a fiscalryéave more than $700 million
in market value of our Class A common stock helahbg-affiliates, or issue more than $1.0 billiomoh-convertible debt over a
three-year period.

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

As a result of becoming a public company, we wil dbligated to design and operate proper and effecinternal control ovel
financial reporting and to report our financial reslts in a timely fashion. If our internal control ger financial reporting is
determined to be ineffective or we fail to meetdirtial reporting deadlines, investor confidenceaur company, and our Class
A common stock price, may be adversely affec

We are not currently required to comply with theC3Erules that implement Section 404 of the SarbdDeley Act, and are
therefore not yet required to make a formal assessof the effectiveness of our internal contradiofimancial reporting for that
purpose. Upon becoming a public company, we willéner be required to comply with certain of thades, which will require
management to certify financial and other informiatin our quarterly and annual reports and progid@nnual management
report on the effectiveness of our internal contradr financial reporting commencing with our set@amnual report. This
assessment will need to include the disclosurepfnaaterial weakness in internal control over fitiahreporting identified by ot
management and our independent registered puldlamating firm. A “material weakness” is a deficignor combination of
deficiencies, in internal control over financiapogting such that there is a reasonable possiltiiay a material misstatement of
our annual or interim financial statements will betprevented or detected on a timely basis.
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Also, as a private company, we have not previohien required to prepare quarterly financial states) nor have we been
required to generate financial statements in the frames mandated for public companies by the Gesiom’s reporting
requirements. We are currently evaluating our mmakcontrol over financial reporting for purposésomplying with our
obligations as a public company.

Our independent registered public accounting firithivat be required to formally attest to the effeeness of our internal control
over financial reporting until the end of the fisgaar after we are no longer an “emerging grovaimpany” under the JOBS Act,
which may be for up to five fiscal years after dmnpletion of this offering.

Upon our further review and analysis of informatietated to our unaudited condensed interim contbiimancial statements as
of and for the three months ended March 31, 20fcluded in our previous Form S-1 as filed with 8exurities and Exchange
Commission, we identified errors in our retail newes and retail cost of revenues due to inaccdetteand assumptions used in
estimating the recorded amounts of retail salésil r@sts of revenues and related imbalancedhithree months ended March
31, 2014. Our unaudited condensed interim combiimegicial statements as of and for the three-moeatited March 31, 2014,
included herein have been restated to correctellaged errors. We also determined there is a nahtggakness in our internal
control over financial reporting as of March 3112@ue to the lack of internal controls designedrsure that estimated retail
revenues, cost of revenues and related imbalamedsaed on complete and accurate data and asenmpti a timely basis. See
Note 1 to our unaudited condensed interim combfimahcial statements beginning on pa-41.

We are implementing further controls to more prelgiestimate and validate our recorded estimatiil revenues, retail cost of
revenues and related imbalances in accordancedMhGAAP and on a timeline that ensures we capgvesour financial
statements on a timely basis in compliance witlorépy timelines under the Exchange Act, howevsgré is no guarantee that
these controls will be effective. We also belidvattwe will need to expand our accounting resoyiicetuding the size and
expertise of our internal accounting team, to eiffety execute a quarterly close process on anaggiate time frame for a public
company. In the event that our internal controlrdireancial reporting is perceived as inadequat¢hat we are unable to produce
timely or accurate financial statements, investoay lose confidence in our operating results aedréding price of our Class A
common stock could decline.

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

Our amended and restated certificate of incorpamatbntains provisions that we renounce any intémesxisting and future
investments in other entities by, or the businggsdunities of, NuDevco Partners, LLC, NuDevcotRenrs Holdings, LLC and
W. Keith Maxwell 1ll, or any of their officers, ddctors, agents, shareholders, members, affilist@sabsidiaries (other than a
director or officer of the Company who is preseraacdpportunity solely in his capacity as a directoofficer). Because of this
provision, these persons and entities have noatimdig to offer us those investments or opportusitieat are offered to them in ¢
capacity other than solely as an officer or direofdhe Company. If one of these persons or estipursues a business
opportunity instead of presenting the opporturotyhie Company, we will not have any recourse agiainsh person or entity for a
breach of fiduciary duty.
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USE OF PROCEEDS

We expect the net proceeds from this offering tajmeroximately $52.3 million, assuming an initiabfic offering price of

$20.00 per share of Class A common stock (the nmdjd the price range set forth on the cover pafgihis prospectus) and after
deducting estimated underwriting discounts and c@sions, structuring fees and estimated offeringeases of approximately
$7.7 million, in the aggregate.

We intend to use net proceeds of this offeringcguere Spark HoldCo units representing approxinye2él82% of the outstandit
Spark HoldCo units after this offering from NuDewetail Holdings and to repay the NuDevco Note.agkdngly, we will not
retain any of the net proceeds from this offerifige NuDevco Note has an initial principal amoun$b0,000, bears interest at a
rate of 3.0% per annum, and was issued by us asdsration for NuDevco Retail Holdings’ transferus of 2,500 Spark HoldCo
units as described in “Prospectus Summary—Corp&tateganization.”

We have granted the underwriters a 30-day optigrutohase up to an aggregate of 450,000 additgiraaks of our Class A
common stock. If the underwriters exercise in fladlir option to purchase additional shares of Ceasemmon stock from us, we
estimate that the net proceeds will be approxim#@0.7 million, after deducting underwriting disects and commissions,
structuring fees and estimated offering expenses.

If the underwriters exercise their option to pussadditional shares of Class A common stock, vendto use the net proceeds
from any exercise of such option to acquire antamdil number Spark HoldCo units from NuDevco Rdtaildings equal to the
number of additional shares of our Class A commniookspurchased by the underwriters. In connectidh such acquisition, a
corresponding number of shares of Class B comnamk siwned by NuDevco Retail Holdings will be cated! We will not

retain any of the net proceeds from the exercistaéyinderwriters of their option.
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CASH DIVIDEND POLICY

General

We intend to pay a regular quarterly dividend ttbos of our Class A common stock to the extenhewe cash available for
distribution to do so. Our targeted quarterly dénd will be $0.3625 per share of Class A commoaoks{$1.45 per share on an
annualized basis), which amount may be increasd@aeased in the future without advance notice.ability to pay the regular
quarterly dividend is subject to various restrici@nd other factors as described below.

We expect to pay a quarterly dividend on or abbetA5th day following the expiration of each fisgahrter to holders of our
Class A common stock of record on or about the @8ghfollowing the last day of such fiscal quariafith respect to our first
dividend payable on or about December 15, 2014ntead to pay a pro-rated dividend (calculated ftbmclosing date of this
offering through and including September 30, 20%4) per share of Class A common stock.

Rationale for Our Dividen:

We have established our targeted quarterly dividewel after considering the amount of cash we epereceive from Spark
HoldCo as a result of our membership interest iarsploldCo after this offering. Our only cash-geaiang asset is our
membership interest in Spark HoldCo. In accordanteits operating agreement and in our capacitthasole managing
member, we intend to cause Spark HoldCo to makdaequarterly cash distributions to its membars|uding us, in an amount
sufficient to enable us to pay our taxes, make maygmunder the Tax Receivable Agreement and t@paygular quarterly
dividend, to the extent Spark HoldCo has sufficieagh available for distribution (described beltegfs reserves for the prudent
conduct of its business. We intend to use the atbiatributed to us, after allotments by our boairdirectors for the payment of
taxes and for payments under the Tax Receivablegkgent, to pay a regular quarterly dividend to éadaf our Class A comm:
stock. We may choose to cause Spark HoldCo tareteh available for distribution in excess ofdhgount distributed to the
members of Spark HoldCo to fund additional growmtlour business. Our cash dividend policy reflediasic judgment that
holders of our Class A common stock will be besenved by us distributing all of the cash distridng we receive from Spark
HoldCo each quarter in the form of a quarterly digvid rather than retaining it.

The amount of cash that Spark HoldCo generates itlooperations is likely to fluctuate from quarterquarter, in some cases
significantly, as a result of the seasonality aisiomption patterns, the impact of supply cost W@labn our unit margins, the
effectiveness of our hedging program and our gliitenroll new customers and manage custometi@ttdlong with our asset
optimization activities. Accordingly, during quarden which Spark HoldCo generates cash availaildistribution to us in
excess of the amount necessary for us to pay res @nd targeted quarterly dividend, we may causeréserve a portion of the
excess to fund its cash distributions in futurertgra. In quarters in which Spark HoldCo does rautegate cash available for
distribution to us in an amount sufficient to fumar taxes, make payments under the Tax Receivaieetnent and to pay a
guarterly cash dividend, if our board of directsosdetermines, we may use sources of cash notidtlim our calculation of cash
available for distribution, such as net cash preditly financing activities, all or any portion @fst on hand or, if applicable,
borrowings under Spark HoldCo’s new revolving ctéakility, to cause it to make distributions toinsan amount sufficient to
pay our taxes, make payments under the Tax Redei¥aeement and to pay dividends to holders of@ass A common stock.
Although these other sources of cash may be sulztand available to fund a dividend payment aaticular period, we exclu
these items from our calculation of cash availéadistribution because we consider them non-m@egior otherwise not
representative of the operating cash flows we glpiexpect to generate on an annualized basis.
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Estimate of Future Cash Available for Distributi

We primarily considered forecasted cash availatn@listribution in assessing the amount of cashwheeexpect to be available -
the purposes of our regular quarterly dividend.akdagly, we believe that an understanding of casdilable for distribution is
useful to investors in evaluating our ability toymhvidends pursuant to our stated cash dividendydn general, we expect that
our “cash available for distribution” each quanélt equal Spark HoldCo’s Adjusted EBITDA for theipod, less:

® cash interest pait

* nor-customer acquisition capital expenditur

* taxes paid at Spark HoldC

* NuDevcc('s pro rata portion of cash available for distribatas a nc-controlling interest owne
* payments under the Tax Receivable Agreement

* income tax payments at Spark Energy,

Limitations on Cash Dividends and Our Ability toa@ige Our Cash Dividend Polit

There is no guarantee that we will pay quartershadividends to holders of our Class A common sté¢& do not have a legal
obligation to pay a quarterly dividend of $0.3625 phare of Class A common stock, at any other atranat all. Our cash
dividend policy may be changed at any time andiligext to certain restrictions and uncertaintiesluding the following:

* We may lack sufficient cash to pay dividends tadeot of our Class A common stock due to cash floovtfalls at
Spark HoldCo attributable to a number of operatioc@mmercial or other factors, as well as increaseperating
and/or general and administrative expenses, pahaipd interest payments on outstanding debt, iedax expenses,
working capital requirements or anticipated castuse

* As the sole managing member of Spark HoldCo, we aracbrdingly, our board of directors will have eaghority to
establish, or cause Spark HoldCo to establish, msrves for the prudent conduct of our busineddar future cash
dividends to holders of our Class A common stookl, the establishment of or increase in those resatould result in
a reduction in cash dividends from levels we cuityegmticipate pursuant to our targeted cash divibeolicy. These
reserves may account for the fact that our castsflmay vary quarterly or from year to year basedaomong other
things, the seasonality of consumption patterresjrttpact of supply cost volatility on unit margihe effectiveness of
our hedging program, our ability to sign-up newtouogers and manage customer attrition along withasset
optimization activities

* The amount of our quarterly cash available forriigtion could be impacted by restrictions on cdsitributions
contained in Spark HoldCe'new revolving credit facility. We will be entitleéo pay cash dividends to the holders of
Class A common stock and Spark HoldCo will be Ettito make cash distributions to NuDevco and usisg as: (a)
no default exists or would result from such a paymmmder our credit facility; (b) Spark HoldCo, &&d SEG are in p
forma compliance with all financial covenants befand after giving effect to such payment andHe)dutstanding
amount of all loans and letters of credit doesexated borrowing base limits. Should Spark Hold€aiable to satis
these covenants or is otherwise in default undeh &acility, we may be unable to receive sufficieash distributions
from Spark HoldCo to pay our targeted quarterhhadigidends notwithstanding our targeted cash @ndipolicy. See
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Historical Cakiws—
Credit Facility”
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* The amount of expenses that Spark HoldCo pays ohehalf under the Spark HoldCo LLC Agreement conlpact
cash available for distributio

* The amount of tax savings that we recognize urtdeiTax Receivable Agreement that must be paid ©e\ao could
impact cash available for distributic

* Section 170 of the DGCL allows our board of direstio declare and pay dividends on the sharesroClass A
common stock eithe

* out of our surplus, as defined in and computedcaoadance with the DGCL,; «

* in case there shall be no such surplus, out ohetiprofits for the fiscal year in which the divigkis declare:
and/or the preceding fiscal ye

Our Ability to Fund Our Quarterly Dividend and Reast Excess Cash Available for Distribution in @rowth

We intend to grow our business primarily by purguamganic growth opportunities in our existing re¢mergy markets and
through expansion into additional competitive mégkbat show opportunities, which, we believe, ¥atlilitate the growth of
Spark HoldCo’s business. We do not currently intenichcrease our dividend per share over timefdutinvest any cash
available for distribution in excess of amountsuiegd to pay our regular quarterly dividend in grewth of our business.

We currently expect our annual cash flow from opens to be sufficient to pay our quarterly divideat the targeted rate, as well
as fund additional growth in our businesses ovee tiHowever, the determination of the amount oh aigidends to be paid to
holders of our Class A common stock will be madebyboard of directors and will depend upon onaficial condition, results
of operations, cash flow, long-term prospects andaher matters that our board of directors deglevant.

We may also rely on external financing sourceduttinog commercial bank borrowings and issuancegebt and equity securitie
to fund future growth capital expenditures to tkert we do not have sufficient excess cash flemfoperations after paying our
guarterly dividend. If external financing is notadlable to us on acceptable terms, our board efttirs may decide to finance
acquisitions with cash from operations, which wadduce or even eliminate our cash available fetribution and, in turn,
impair our ability to pay dividends to holders afrdClass A common stock. To the extent we issudtiaddl shares of capital
stock to fund growth capital expenditures, the paytof dividends on those additional shares maease the risk that we will |
unable to maintain our per share dividend levekr&rare no limitations in our bylaws, and therd mok be any limitations under
Spark HoldCo’s new revolving credit facility, onraability to issue additional shares of authorizagital stock, including
preferred stock that would have priority over oleigs A common stock with respect to the paymeuivafiends. Additionally, th
incurrence of additional commercial bank borrowingsther debt to finance our growth would resulinicreased interest
expense, which may impact our cash available &tridution and, in turn, our ability to pay divid#sito holders of our Class A
common stock.

Unaudited Pro Forma Cash Available for Distribution for the Year Ended December 31, 2013

If we had completed the transactions contemplatehis prospectus on January 1, 2013, our unaugiteforma cash available
for distribution for the year ended December 31,2®&ould have been approximately $3.5 million. Ehasmounts would not ha
been sufficient to pay the full quarterly cash dend on all of our Class A common stock to be antdihg immediately after
consummation of this offering based on our targeteatterly dividend rate of $0.3625 per share af@ass A common stock per
quarter ($1.45 on an annualized basis).
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Our calculation of unaudited pro forma cash avé#éldibr distribution includes incremental externahgral and administrative
expenses that we expect to incur as a result afjepublicly traded company, including costs aissed with SEC reporting
requirements, tax return preparation, independeaitar fees, investor relations activities, Sarlsa@xley compliance, registrar
and transfer agent fees, director and officer liighinsurance expense and additional director censation. We estimate that th
incremental general and administrative expenséallgiwill be approximately $3.0 million per yeand will be allocated to Spark
HoldCo pursuant to the Spark HoldCo LLC Agreem&nich expenses are not reflected in our unauditedbiceed pro forma
financial statements.

Our unaudited pro forma combined financial statesigrom which our unaudited pro forma cash avéldbr distribution was
derived, do not purport to present our resultspafrations had the transactions contemplated irptioispectus actually been
completed as of the dates indicated. Furthermaish available for distribution is a cash accountiogcept, while our historical
combined financial statements and our pro formalsoed financial statements were prepared on aruacbasis. We derived the
amounts of unaudited pro forma cash available itridution stated above in the manner shown irtdlée below. As a result, t
amount of unaudited pro forma cash available fstritiution should only be viewed as a general @iiim of the amount of cash
available for distribution that we might have gexted had we been formed and completed the transaaontemplated in this
prospectus in earlier periods.

Our unaudited pro forma combined financial stateserere derived from our audited and unaudited éoetbhistorical financial
statements included elsewhere in this prospecti®anaccounting records, which are also unaud®ed.unaudited pro forma
combined financial statements and the table belowlsl be read together with “Prospectus Summary—&amy Historical and
Unaudited Pro Forma Combined Financial and Opeydata,” “Selected Historical and Unaudited Prorr@iCombined
Financial and Operating Data,” “Management’s Distas and Analysis of Financial Condition and ResaoftOperationsand the
audited and unaudited historical combined finanstialements of SE and SEG included elsewheredrptbispectus.
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The following table illustrates our unaudited poonfia cash available for distribution for the yeaded December 31, 2013. The
footnotes to the table below provide additionabinfation about the pro forma adjustments and shoeilétad along with the
table.

Spark Energy, Inc.
Unaudited Pro Forma Cash Available for Distribution

Year Ended
December 31, 2013
(in thousands except

per share data)

Revenues
Retail electricity revenues $ 191,872
Retail natural gas revenues 124,904
Net asset optimization revenues (including asset optimization revenues-affiliates of
$14,940 and asset optimization revenues-affiliate cost of revenues of $15,928) 314
Total revenues 317,090
Operating Expenses
Retail cost of electricity revenues 149,885
Retail cost of natural gas revenues 83,141
Total retail cost of revenues 233,026
Depreciation and amortization 16,215
General and administrative (1) 37,359
Total operating costs and expenses 286,600
Operating income 30,490
Interest expense @ 1,183
Interest and other income 353
Income tax expense 56
Net Income of Spark HoldCo, LLC 29,604
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Year Ended
December 31, 2013

(in thousands except
per share data)

Add:

Depreciation and amortization $ 16,215

Interest expense @ 1,183

Income tax expense 56
EBITDA of Spark HoldCo, LLC 47,058
Less:

Net gains (losses) on derivative instruments 6,567

Net cash settlements on derivative instruments 1,040

Customer acquisition costs paid in the period 8,257
Plus:

Non-cash compensation expense () 2,339
Adjusted EBITDA of Spark HoldCo, LLC 33,533
Less:

Cash interest paid 4 933

Capital expenditures 1,481

Income taxes paid 56

Incremental general and administrative expense () 3,000
Pro forma Cash Available for Distribution to Spark HoldCo, LLC Unitholders 28,063
Less:

Distributions to NuDevco Retail Holdings, LLC 22,364

Distributions to NuDevco Retail, LLC 226
Pro Forma Cash Available for Distribution to Spark Energy, Inc. 5,473
Less:

Tax receivable agreement payment 0

Income tax payable by Spark Energy, Inc. 1,954
Pro Forma Cash Available for Distribution to Holder s of Class A Common Stock $ 3,519

Aggregate annual dividends to holders of our Class A common stock (based on

targeted quarterly dividend rate of $0.3625 per share of our Class A common
stock) $ 4,350
Excess (Shortfall) (831)

(1) General and administrative expense includesoaipately $2.3 million in norgash compensation expense pursuant to issuanegsiioj
awards under our lo-term incentive plar

(2) Our interest expense is based on the followsgumptions: (i) average borrowings under our nevkiwg capital facility of $10 million
with an interest rate of approximately 4.1%; (ieeage issued letters of credit of $15 million aate of approximately 2.0%; (iii)
commitment fees payable to the lenders under ouranedit facility of approximately 0.5% on $45 nolh and (iv) twoyear amortizatiol
of debt issuance costs of $500,000. Our estimdtésednterest rates used in these assumptioniseeed upon the term sheet for our new
credit facility.

(3) Although we have not historically incurred noa&sh compensation expense, we expect that wenwill inon-cash compensation expense
following the completion of this offering as a résaf equity awards that may be issued under ongiterm incentive plan. Therefore, we
have included the non-cash compensation expensxpeet to incur as a result of equity awards weeimaite issuing in connection with
this offering as an addition in our calculationAafjusted EBITDA.

(4) Cash interest paid equals interest expense as imoiede (2) less non cash amortization of dehtasse costs of $250,0C
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(5) Reflects the incurrence of estimated increnmarash expenses associated with being a publiatiett company of approximately $3.0
million, including costs associated with SEC refpgtrequirements, tax return preparation, independaditor fees, investor relations
activities, Sarbanes-Oxley compliance, registrar taansfer agent fees, director and officer ligpilnsurance expense and additional
director compensation. These costs will be allat&weSpark HoldCo pursuant to the Spark HoldCo 1AgEeement. Our pro forma
general and administrative expense does not rafiescincremental expens

Estimated Cash Available for Distribution for the Twelve Months Ending June 30, 2015

We forecast that our cash available for distridutioring the twelve months ending June 30, 201%chwve refer to as the
“forecast period,” will be approximately $13.0 rioth. This amount would be sufficient to pay ougited regular quarterly
dividend of $0.3625 per share ($1.45 on an anreclmsis) on all of our Class A common stock fertthelve months ending
June 30, 2015.

We are providing this financial forecast to suppdetour historical combined financial statementsupport of our belief that
Spark HoldCo will have sufficient cash available dgstribution to make distributions to us in amtsusufficient to allow us to p:
a regular quarterly dividend on all of our outstiagdshares of Class A common stock immediately @id@summation of this
offering for each quarter during the twelve moreghding June 30, 2015, at our targeted quarterigeind rate of $0.3625 per
share (or $1.45 per share on an annualized bB&sjse see “—Significant Forecast Assumptidasfurther information as to tt
assumptions we have made for the financial fore€dshase see “Management’s Discussion and Anadf$itancial Condition
and Results of Operations—Critical Accounting Hekcand Estimates” for information regarding theaamting policies we have
followed for the forecast.

Our forecast is a forward-looking statement antbcé$ our judgment as of the date of this prosgestuhe conditions we expect
to exist and the course of action we expect to thkang the twelve months ending June 30, 201shduld be read together with
our historical combined financial statements amdabcompanying notes thereto included elsewhetésmprospectus and
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations.” We belie\a the have a reasonable
basis for these assumptions and that our actualtsesf operations will approximate those reflectedur forecast, but we can
give no assurance that our forecasted resultdeiichieved. The assumptions and estimates unigthye forecast, as described
below under “—Significant Forecast Assumptionsg arherently uncertain and, although we considemtheasonable as of the
date of this prospectus, they are subject to a wadety of significant business, economic, and petitive risks and uncertainties
that could cause actual results to differ materilsdm forecasted results, including, among othéns risks and uncertainties
described in “Risk Factors.” Any of the risks dissed in this prospectus, to the extent they ocoudd cause actual results of
operations to vary significantly from those thatulebenable Spark HoldCo to generate sufficient @astilable for distribution to
make distributions to us in amounts sufficientltova us to pay the aggregate annualized quartevigieind on all of our
outstanding shares of Class A common stock fotwiedve months ending June 30, 2015, calculatedeatjtiarterly dividend rate
of $0.3625 per share per quarter (or $1.45 peestraan annualized basis). Accordingly, there @andassurance that the
forecast will be indicative of our future perforntanor that actual results will not differ mateyditom those presented in the
forecast. If our forecasted results are not aclkiewe may not be able to pay a quarterly dividenkdiders of our Class A
common stock at our regular quarterly dividend leveat all. Inclusion of the forecast in this ppestus should not be regarded a:
a representation by us, the underwriters or angrgibrson that the results contained in the fotetiisoe achieved.

The statement that we believe that we will havéicaht cash available for distribution to allow wespay distributions at the level
stated above for the twelve months ending Jun@@I5, should not be regarded as a representatias,lifie underwriters or any
other person that we will pay such dividends. Tfageg you are cautioned not to place undue reliamcthis information.
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We do not, as a matter of course, make public forasts as to future sales, earnings, or other resultd/e have prepared the
following forecast to illustrate to investors our stimated cash available for distribution during theforecast period. The
accompanying forecast was not prepared with a vietoward complying with the guidelines established byhe American
Institute of Certified Public Accountants with respect to prospective financial information, but, in ar view, was prepared
on a reasonable basis, reflects the best currentiyvailable estimates and judgments, and presents, the best of
management’s knowledge and belief, the expected asa of action and our expected future financial pdormance.
However, this information is not necessarily indictive of future results.

Neither our independent auditors, nor any other ingépendent accountants, have compiled, examined, oefpormed any
procedures with respect to the forecast containeddnein, nor have they expressed any opinion or anytteer form of
assurance on such information or its achievabilityand assume no responsibility for, and disclaim angssociation with, the
forecast.

We do not undertake to release publicly after thiffering any revisions or updates to the financiaforecast or the
assumptions on which our forecasted results of opations are based.
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The following table illustrates our estimated cashilable for distribution for the twelve monthgderg June 30, 2015.

Spark Energy, Inc.

Estimated Cash Available for Distribution

Quarter Ending

Twelve Months

December 31, March 31, June
September 30, 30, Ending
(in thousands except per share data) 2014 2014 2015 2015 June 30, 2015
Revenues

Retail electricity revenues $ 49,983 $ 39,651 $ 43,665 $ 41,592 $ 174,891

Retail natural gas revenues 13,294 48,067 67,126 23,001 151,488

Net asset optimization revenues — — — — —

Total revenues 63,277 87,718 110,791 64,593 326,379
Operating Expenses
Retail cost of electricity revenues 38,982 30,924 34,054 32,437 136,397
Retail cost of natural gas revenues 8,774 31,724 44,303 15,181 99,982
Total retail cost of revenues 47,756 62,648 78,357 47,618 236,379
Depreciation and amortization 3,175 3,751 4,321 4,675 15,922
General and administrative ) 9,585 9,585 9,585 9,584 38,339
Total operating costs and expenses 60,516 75,984 92,263 61,877 290,640
Operating income 2,761 11,734 18,528 2,716 35,739

Interest expense (@ 296 296 296 295 1,183

Interest and other income — — — — —

Income tax expense 26 43 55 29 153
Net Income of Spark HoldCo, LLC 2,439 11,395 18,177 2,392 34,403
Add:

Depreciation and amortization 3,175 3,751 4,321 4,675 15,922

Interest expense (@ 296 296 296 295 1,183

Income tax expense 26 43 55 29 153
EBITDA of Spark HoldCo, LLC 5,936 15,485 22,849 7,391 51,661
Less:

Net gains (losses) on derivative instruments — — — — —

Net cash settlements on derivative instruments — — — — —

Customer acquisition costs paid in the period 4,836 4,836 3,255 3,255 16,182
Plus:

Non-cash compensation expense 3 585 585 585 584 2,339
ADJUSTED EBITDA of Spark HoldCo, LLC 1,685 11,234 20,179 4,720 37,818
Less:

Cash interest paid () 233 233 233 234 933

Non-customer acquisition capital expenditures 125 125 125 125 500

Income taxes paid $ 26 $ 43 $ 55 $ 29 $ 153
Estimated Cash Available for Distribution to

Spark HoldCo, LLC Unitholders $ 1,301 $ 10,833 $ 19,766 $ 4,332 $ 36,232
Less:

Distributions to NuDevco Retail Holdings, LLC 3,081 5,848 8,442 3,965 21,336

Distributions to NuDevco Retail, LLC 31 59 85 40 215
Estimated Cash Available for Distribution to

Spark Energy, Inc. (1,811) 4,926 11,239 327 14,681
Less:

Tax receivable agreement payment — — — — —

Income tax payable by Spark Energy, Inc. (219) 561 1,292 30 1,664
Estimated Cash Available for Distribution to

Holders of Class A Common Stock ©®) $ (1,592) $ 4,365 $ 9,947 $ 297 $ 13,017

Aggregate annual dividends to holders of our

Class A common stock (based on targeted

quarterly dividend rate of $0.3625 per share

of our Class A common stock) $ 1,088 $ 1,088 $ 1,088 $ 1,088 $ 4,352
Excess (Shortfall) (2,680) 3,277 8,859 (791) 8,665
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(1) Includes the incurrence of estimated incremarash expenses associated with being a publiatiett company of approximately $3.0
million, including costs associated with SEC refpgytrequirements, tax return preparation, independaditor fees, investor relations
activities, Sarbanes-Oxley compliance, registrar taansfer agent fees, director and officer ligpilnsurance expense and additional
director compensation. These costs will be allat&eSpark HoldCo pursuant to the Spark HoldCo |Ageeement. General and
administrative expense also includes approxima&2Ig million in noneash compensation expense pursuant to issuanegsitf award:
under our lon-term incentive plar

(2) Our forecasted interest expense is based oiolfbeving assumptions: (i) anticipated averagerbaings under our new working capital
facility of $10 million with an interest rate of pgximately 4.1%; (ii) anticipated average issusttekrs of credit of $15 million at a rate
approximately 2.0%; (iii) commitment fees payaldétte lenders under our new credit facility of appmately 0.5% on $45 million and
(iv) two-year amortization of debt issuance co$t$590,000. Our estimates of the interest rated urséhese assumptions are based upo
the term sheet for our new credit facili

(3) Although we have not historically incurred no&sh compensation expense, we expect that wenaill inon-cash compensation expense
following the completion of this offering as a résaf equity awards that may be issued under ongiterm incentive plan. Therefore, we
have included the non-cash compensation expensxpet to incur as a result of equity awards weeiaite issuing in connection with
this offering as an addition in our calculationAafjusted EBITDA.

(4) Cash interest paid equals interest expense as imotede (2) less non cash amortization of dehtasse costs of $250,0C

(5) Excludes any payments with respect to resttisteck units and related dividend equivalents weaplan to issue in connection with the
offering pursuant to our lor-term incentive plan, both of which are expectelidsettled in shares of our common stock rather ¢hah

Significant Forecast Assumptions

In this section, we present in detail the basitarbelief that we will be able to fully fund otargeted quarterly dividend of
$0.3625 per share ($1.45 on an annualized basial) ohour Class A common stock for the forecastqd with the significant
assumptions upon which this forecast is based.

The forecast has been prepared by and is the reidiy of our management. Our forecast refleais jodgment as of the date of
this prospectus of conditions we expect to existtfie course of action we expect to take duringdhecast period. While the
assumptions disclosed in this prospectus are hitclisive, the assumptions listed below are thibsé we believe are material to
our forecasted results of operations and any agsomsmot discussed below were deemed to not beriaktWe believe we have
a reasonably objective basis for these assumptirdelieve our actual results of operations wifp@ximate those reflected in
our forecast, but we can give no assurance thdboecasted results will be achieved. There likeilly be differences between our
forecast and actual results, and those differecaelsl be material. If our forecast is not achiewgd,may not be able to pay our
regular targeted quarterly dividend of $0.3625gt&re of Class A common stock or any other amount.

General Considerations and Risks
Customer Growth
We have estimated that we will increase our custarment on a gross basis by an average of 15,58@mers per month during

the forecast period. This rate is based upon hestoistomer growth rates during periods of incrdasestomer acquisition
spending. For example, through the first five meradh2014, we have added
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approximately 19,700 customers per month of whimtreximately 12,800 were natural gas customers6z@@D were electricity
customers. This substantial increase in naturatga®mers relative to electricity customers islblasn our recent growth in the
California gas market in the first five months 6f12. We expect this enhanced focus on naturalgstsmmers to continue through
the second quarter of 2014. At the end of the sbqoiarter we expect our natural gas and electratistomers to be reasonably
equivalent, and we have assumed approximatelyofi#tife growth in the forecast period will be atirlble to new natural gas
customers and half of such growth will be attrilmleeto new electricity customers.

Customer Acquisition Strategy

Our results of operations are significantly inflaed by our customer acquisition spending, althahghmpact of increasing or
reducing our customer counts on our results ofatpErs may not occur until several months aftersthié in strategy. While the
time required to recoup the costs we expend toisegew customers varies based upon contract tenthprevailing market
conditions, we typically recover our customer astjan costs within twelve months. In addition, generally begin to recognize
margin improvements from new customer acquisitgirgo twelve months after the customer acquisitost has been

incurred. Similarly, the negative impact on ourtesof operations of a shift in strategy to deseeaustomer acquisitions will
occur over time as natural customer attrition oscur

In 2011, we invested approximately $24 million howing and maintaining our customer base. The esiparwas successful in
expanding our customer base by approximately 63% 28000 customers, net of attrition, in 2011. 042, our owner made the
determination to invest excess cash flows fromamarations in other affiliated businesses. As altese significantly reduced
our customer acquisition costs, including completi$continuing some marketing channels, and fatwsg efforts on integratir
and optimizing our existing expanded customer biasaddition, we took steps to decrease our gemacladministrative expen:
through implementation of system improvements aadiced head count to create a more efficient aadtde platform. In the
year ended December 31, 2012, our increased voltesaking from the realization of prior effortsdmpand our customer ba:
combined with reduced customer acquisition and ige¢@&d administrative costs resulted in signifttamcreased Adjusted
EBITDA as compared to prior periods.

In 2013, we continued to evaluate our customer taseigh segmentation and optimization strategibéch resulted in reduced
customer count as certain underperforming segnexpisrienced higher attrition levels. This segméorieand corresponding
customer attrition, coupled with a decreased farukwer margin commercial customers in 2013, teguh lower overall sales
volumes and Adjusted EBITDA in our retail segmeant2013, but enhanced gross margin per unit sold.

Recognizing the growth opportunities in the re¢aiérgy space, beginning in the second quarter18,20e increased our
customer acquisition spending and reactivated ioemarketing channels. By the end of 2013, we haevg the customer base by
8.3% from the low point in August of 2013. This gitb trajectory has increased through the first fivenths of 2014, resulting in
an increase of approximately 31.4% in our custdoase as of May 31, 2014 from August of 2013. Caasisvith our historical
experience, we anticipate seeing the results sfakpansion reflected in gross margins six to tevewnths from the acquisition
date of each customer.

Additionally, system and process improvements ih228nd 2013 have resulted in a flexible and efficgatform that we believe
will be able to accommodate significant growth withited additional fixed general and administrat&xpense.

In addition, in early 2013, as a result of our @aged focus on margin optimization, we shiftedcthrecentration of our marketing
efforts from commercial customers to residentiatomers, which we believe should result in
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higher long-term returns. This strategic shift As® resulted in a number of changes in our opeyatnd financial results, which
are continuing to be realized and are reflectaslinforecast, including:

* lower volumes and revenues per customer as regtlenstomers generally consume less natural galaatricity as
compared to commercial custome

* higher overall customer count as a result of enb@mecus and spending on residential customer sitigui; and

* increases in our gross margin reflecting highet mnairgins associated with residential customeragared tc
commercial customers, which generally purchasesfarglumes of natural gas and electricity on a lomargin basis

Seasonality of our Business

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (a) the geloigrenix of our customer base;
(b) the relative concentration of our commodity m{) weather conditions, which directly influenibe demand for natural gas
and electricity and affect the prices of energy cwdities; and (d) variability in market prices faatural gas and electricity. The
factors can have material shéetm impacts on monthly and quarterly operatinglteswhich may be misleading when consids
outside of the context of our annual operatingeycl

We experience a lag between paying our accounty@pand collecting on our accounts receivables Timing difference could
affect our cash flows, especially during peak cyatethe winter and summer months.

In addition, natural gas accounted for approxinyad€% of our retail revenues for the year endedebdaer 31, 2013, which
exposes us to a high degree of seasonality inaslr ffows and income earned throughout the yearasult of the varying levels
of customer demand. We utilize borrowing capaatjund working capital, which includes inventoryrpliases from April
through October of each year. We sell our natumaligventory during the months of November throliginch of each year.

Primarily as a result of these seasonal impactgeagive the substantial majority of our cash ffoevm operations during the first
and fourth quarter of the year. For example, weeggged approximately 39% and 28% of our annualiRétass Margin in the
first and fourth quarter of the year ended Decer3ie013, respectively. We expect that the sigaift seasonality impacts to «
cash flows and income will continue in future pdgoAs a result, we may reserve a portion of ooesx cash available for
distribution in the first and fourth quarters irder to fund our second and third quarter dividends.

Cash Available for Distribution for the Third Quartof 2014

Consistent with our forecast, due to the seasgnaflibur retail natural gas business, we expegetterate the substantial majority
of our cash available for distribution in the fiestd fourth quarters of the year. In addition, wtcgpate continuing to incur
increased customer acquisition costs over therfirst months of 2014, which is consistent with growth strategy. As a result of
seasonality and our increased customer acquisitiets, we may not have sufficient cash availabl@igtribution from the third
quarter of 2014 to cover the pro-rated quartenydgind for that period (calculated from the clostlage of this offering through
and including September 30, 2014). We believertbisis mitigated by (i) our ability to borrow undeur working capital facility
to pay dividends and (ii) the occurrence of thstfitividend payment date 75 days after the enteofttird quarter as, due to the
seasonality of our operations, we anticipate gdémgrgubstantial cash receipts during the fourtartpr sufficient to cover any
shortfall in cash available for distribution as lad our quarterly dividend payment for the fougtrarter.
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Effectiveness of our Hedging Progr:i

We have assumed for purposes of our forecast thdtawve effectively hedged substantially all of famecasted load, in
accordance with our risk policy. While we attengphedge substantially all of our forecasted lokd dfficacy of our risk
management program may be adversely impacted bytiaipated events and costs that we are not al#éectively hedge,
including abnormal customer attrition and consuoptcertain variable costs associated with elastrigid reliability, pricing
differences in the local markets for local delivefycommodities, unanticipated events that impapp/ and demand, such as
extreme weather, and abrupt changes in the madetsr availability or cost of, financial instrumis that help to hedge
commodity price. Failures in our hedging strategyld adversely affect our cash flow and our abilityay dividends.

Revenue

We forecast that our total revenues for the twehemths ending June 30, 2015 will be approximat886$%4 million, as compared
to $317.1 million for the year ended December 81,30n a pro forma combined basis. We estimateatbatill have an average
of approximately 308,000 customers during the faseperiod, as compared to an average of 206,19droars during the year
ended December 31, 2013 and an average of 239,88eers for the five months ended May 31, 2014s iFicrease in our
customer base is expected to result from the coatirimplementation of our strategic shift towarsidential customers and
increased customer acquisition spending, as desteabove. Except as described below under “—Aspéhiration Activities,”
we have assumed no incremental activity or impaaiwr results of operation for the forecast pefioth our asset optimization
activities.

Retail Electricity Revenues

We forecast that our retail electricity revenuestifi@ forecast period will be approximately $17ailion, as compared to $191.9
million for the year ended December 31, 2013 onoafgrma combined basis. Our retail electricityaeues forecast assumes:

* that our average number of retail electricity costos during the forecast period will be approxiyalé4,000, as
compared to an average of 124,029 customers diimengear ended December 31, 2013 and an averd@3&36
customers for the five months ended May 31, 20hs @nticipated increase in retail electricity cmsers is expected
result from our increased customer acquisition dipgndescribed belov

* that the average usage for a retail electricityarasr during the forecast period will be 11.0 MVelk,compared to 14.7
MWh for the year ended December 31, 2013. Thisgatied decrease in average usage is based ofrategi: shift tc
residential customers who have a lower expectethgeeconsumption than commercial custorr

* that we will deliver approximately 1,673,600 MWhrithg the forecast period, as compared to the 16529MWh that
we delivered for the year ended December 31, ZDli8 anticipated decrease in the delivered MWh setan our
strategic shift described above and lower expeot@dumption of residential customers as comparednamercial
customers

Retail Natural Gas Revenues

We forecast that our retail natural gas revenuethoforecast period will be approximately $15thilion, as compared to $12&
million for the year ended December 31, 2013 omoafgrma combined basis. Our retail natural gasmeres forecast assumes:

* that our average number of retail natural gas owsts during the forecast period will be approxirtyal®4,000, as
compared to an average of 82,164 customers dursgdar ended December 31, 2
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and an average of 110,303 customers for the fivatinscended May 31, 2014. This anticipated incréasetail natura
gas customers is expected to result from our isegtaustomer acquisition spending described be

* that the average usage for a retail natural gasmes during the forecast period will be 130 MMBa#i$,compared to
187.5 MMBtu for the year ended December 31, 2018 @nticipated decrease in average usage is basear
strategic shift to residential customers who hal@er expected average consumption than commeresibmers

* that we will deliver approximately 20,198,300 MMB1uring the forecast period, as compared to 16/548MMBtu
we delivered for the year ended December 31, ZDi8 anticipated increase in the delivered MMBtdus to our
expected increase in customer count which is plgrtiditigated by our expected decrease in averagtomer
consumption

Asset Optimization Activitie

We have assumed that our asset optimization aeswitill generate a sufficient amount of revenuesdver the cost of the
demand charges associated with our two existingratanl transportation contracts. We estimate thatdost associated with the
demand charges for the forecast period will be @pprately $2.6 million. As we are unable to preditten other asset
optimization opportunities may occur, we have resianed any other incremental revenues or costsiassibwith our asset
optimization activities. For additional informatignlease see “Management’s Discussion and Anabjdtinancial Condition and
Results of Operations—Factors Affecting Our Resofit®perations.”

We expect to continue to purchase natural gas &neenof our affiliates at the same price that SEs@ixes via the spot and term
contracts it enters into with wholesale marketipgrants. We have not forecasted any revenues iassdavith these activities as
they have no impact on our net optimization reverduge to the back-to-back nature of the contraettrangements.

Operating Costs and Expenses

Our costs and operating expenses primarily inctbdecost of revenues from natural gas and elegtrievenues, general and
administrative expenses, and depreciation and &aton expenses. We forecast our costs and opgraxipenses will be
approximately $288.3 million for the forecast périas compared to $284.3 million for the year erdedember 31, 2013 on a |
forma combined basis. Our forecasted estimatelsam®ed on historical costs and operating expensemeorporate the following
assumptions:

Retail Cost of Electricity Revenues

We estimate that our retail cost of electricityemwues for the forecast period will be approximagil$6.4 million, as compared to
$149.9 million for the year ended December 31, 28138 pro forma combined basis. Our forecast isdas historical costs and
operating expenses per MWh delivered and our esgilr@elivery of approximately 1,673,600 MWh durthg forecast period.
The decrease in the retail cost of electricity neas is expected to result from lower volumes of Milélivered during the
forecast period as compared to the year ended Deredi, 2013.

Retail Cost of Natural Gas Revenues

We estimate that our retail cost of natural gasmeres for the forecast period will be approxima$l©0.0 million, as compared
$83.1 million for the year ended December 31, 203 pro forma combined
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basis. Our forecast is based on historical costoperating expenses per MMBLtu delivered and otimaged delivery of
approximately 20,198,300 MMBtu during the foregastiod. The increase in the retail cost of natgea revenues is expected to
result from higher volumes of MMBtu delivered dgitihe forecast period as compared to the year eddedmber 31, 2013.

General and Administrative

We estimate that our general and administrativeesgs will be approximately $38.3 million for tleedicast period, as compared
to $37.4 million for the year ended December 31,36n a pro forma combined basis. Our forecastetflapproximately $3.0
million of incremental general and administrativpenses that we expect to incur as a result opejoublicly traded company,
including costs associated with SEC reporting negments, tax return preparation, independent aufgigs, investor relations
activities, Sarbanes-Oxley compliance, registrartaansfer agent fees, director and officer ligpilnsurance expense and
additional director compensation. Our forecast addlects approximately $2.3 million in share-basethpensation expense
related to restricted stock units that we expectgoe in connection with the offering. These ceslisbe allocated to Spark
HoldCo pursuant to the Spark HoldCo LLC Agreem@&hese increased expenses are offset by reducegddekbt brokers on
commercial accounts, which we expect to decreasegithe forecast period, and reduced fees to hiractors due to the
completion of the implementation of an outsourdexkted billing and transactions platform.

Depreciation and Amortizatio

We estimate that our depreciation and amortizagiqgrense will be approximately $15.9 million for fleeecast period, as
compared to $16.2 million for the year ended Decam®i, 2013 on a pro forma combined basis. Foredaktpreciation and
amortization expense reflects management’s estanateich are based on consistent average depreciabét lives and
depreciation methodologies. Additionally, our fasted depreciation and amortization expense insltrieamortization of our
forecasted customer acquisition costs describamibéle amortize our customer acquisition costs tweryears.

Customer Acquisition Costs

We estimate that customer acquisition costs pdideiapproximately $16.2 million for the forecagriod as compared to $8.3
million for the year ended December 31, 2013 onmoafgrma combined basis. The increase in custowepsisition costs is
expected to result from our increased focus onreddisidential customers during the forecast peAggortion of these costs will
be incurred in order to offset our customer attnitfor the forecast period. We have assumed avetsgemer attrition for the
twelve months ended June 30, 2015 of 3.9% per mauttith is consistent with the average customeitiatt for the year ended
December 31, 2013 and historical norms. We havenasd an acquisition cost per customer that is stergi with our costs to
acquire customers in 2013.

Interest Expens

We estimate that interest expense will be approtaly&1.2 million for the forecast period as conguhto $1.2 million for the
year ended December 31, 2013 on a pro forma couhltiagis. Our interest expense is based on thenviogpassumptions: (
anticipated average borrowings under our new wagrkerpital facility of $10 million with an interestte of approximately 4.1%;
(i) anticipated average issued letters of crefi#Xb million at a rate of approximately 2.0%; )(iiommitment fees payable to the
lender under our new credit facility of approximgt@.5% on $45 million and (iv) two-year amortizatiof debt issuance costs of
$500,000.
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Income Tax Expense Payable by Spark Energy, IntTar Receivable Agreement Payn

We estimate that income tax expense will be apprately $3.0 million for the forecast period as camga to $2.6 million for the
year ended December 31, 2013 on a pro forma fasrsncome tax expense is based on a federal intaxate of 34%,
blended state income tax rate of 3.5% and taxalotenie of $7.9 million. Cash paid for taxes willfdiffrom our financial
statement provision for income taxes primarily ttuénhe fact that Spark Energy, Inc. is entitledabo depreciation and
amortization deductions attributable to amountsd fai the interests in Spark HoldCo and due toratds@porary and permanent
differences between the financial and taxable ireofSpark HoldCo. Comparable depreciation and azadion deductions with
respect to amounts paid for the interests in Sp@tdCo are not reported in the financial stateméetsause Spark Energy, Inc.’s
acquisition of interests in Spark HoldCo is treadsd transaction between parties under commonotdit financial accounting
purposes.

We do not expect any payments to be made undératkh®eceivable Agreement during the forecast peAditiough we expect
there to be a tax basis increase from the purdhases of Spark HoldCo units from NuDevco Retail tHogs in connection with
this offering, we do not expect any payment to beealue as a result of this tax basis increase Datember 2015. We estimate
that this payment, which is based upon the net sagimgs we expect to generate from the closirtisfoffering through
December 31, 2014, will be approximately $560,000.

Regulatory, Industry and Economic Fact

Our forecast for the twelve months ending June2BQ5 is based on the following significant assuorirelated to regulatory,
industry, economic and other factors:

* There will not be any new federal, state or loeglulatory developments regarding the portions efnétural gas or
electricity industries in which we operate, or aneterpretation of existing regulations, that viaé materially adverse
to our busines:

* There will not be any major adverse change in agirtess, in the portions of the natural gas anctrédity industries
that we serve, or in general economic conditiontfiéngeographic areas that we se

* There will not be any material non-performanceredi issues in relation to our suppliers, custanmerother
counterparties that are inconsistent with histbmoams.

* There will not be any material accidents, wee-related incidents, unscheduled downtime or simifeanticipatec
events with respect to our facilities or thosehifd parties on which we deper

* There will not be any material weather event oremsle market change that would result in signifidéamgterm change
to ancillary service charges, real time pricesisasother costs of energy supply that could rmopassed through to ¢
customers

¢ Although we may opportunistically pursue acquisiion the future, no acquisitions have been assuarquurposes ¢
this forecast

* That market, insurance and overall economic camstwill not change substantial

* No material changes in commodity pricil

Actual results could vary significantly from theégoing assumptions. Please see “Risk Factors—IRiskged to Our Business.”
The assumptions underlying the forecast of cashadoka for distribution that we include in “Cashvdiend Policy” are inherently
uncertain and subject to significant business, egor, financial, regulatory, and competitive risigd uncertainties that could
cause our actual cash available for distributioditi@r materially from our forecast.
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CAPITALIZATION
The following table sets forth our cash and cashwedents and capitalization as of March 31, 2014:

®* 0n a historical basit

® ona pro forma, as adjusted basis to give effe(i) the transactions described under “Corporateranization,” (ii) the sale
of shares of our Class A common stock in this @ffgat an assumed initial offering price of $200# share (which is the
midpoint of the range set forth on the cover of fhiospectus) and (iii) the application of the preiceeds from this offering
the manner as set forth un¢*Use of Proceed” and

® on a pro forma, as further adjusted basis to dffecito the Subsequent Distributions, forgivenes$5.5 million of short-
term indebtedness incurred by us from one of diliaés and the assumption by an affiliate of #uglitional $5.0 million of
indebtedness under the existing credit facilitgheas described under “Prospectus Summary—Recemidpnents” and
under”Dilution—Additional Dilution Information”

You should read the following table in conjunctieith “Management’s Discussion and Analysis of FiciahCondition and Results of
Operations” and our combined financial statementsralated notes appearing elsewhere in this pobspe

March 31, 2014 Pro Forma,
Pro Forma, as further
as adjusted
Historical adjusted (2)
(restated)

(in thousands, except share
and per share data)
Cash and cash equivalents $ 4,755 $ 4,205 $ 4,205

Long-term debt (including current portion):

Spark HoldCo New Revolving Credit Facility @) $ = $10,000 $10,000
Note Payable 34.000 . .
Total long-term debt 34,000 10,00 10,000
Member's/Stockholders’ Equity:
Member’s equity $28,065 $ $ =

Class A common stock, par value $0.01 per share; no shares authorized or issued and outstanding

(actual); 120,000,000 shares authorized (pro forma, as adjusted); 3,000,000 shares issued and

outstanding (pro forma, as adjusted) — 3
Class B common stock, par value $0.01 per share; no shares authorized or issued and outstanding

(actual); 60,000,000 shares authorized (pro forma, as adjusted); 10,750,000 shares issued and

o
w
o

outstanding (pro forma, as adjusted) — 108 108
Preferred stock, par value $0.01 per share; no shares authorized or issued and outstanding
(actual); 20,000,000 shares authorized (pro forma, as adjusted); no shares issued and
outstanding (pro forma, as adjusted) — — —
Additional paid-in capital _ 14,936 10,783
Total member’s/stockholders’ equity 28,065 15,074 10,921
Noncontrolling interest — 40,366 25,470
Total member’s/stockholders’ equity attributable to the Company 28,065 55,440 36,391
Total capitalization $62,065 $65,440 $46,391

(1) Excludes approximately $15 million in letters oédit that we expect to be outstanding upon compietf this offering

(2) Presented only to illustrate the effect of Budbsequent Distributions, forgiveness of $5.5 omillof short-term indebtedness incurred by us from
one of our affiliates and the assumption by adiafé of the additional $5.0 million of indebtedsemder the existing credit facility on Total
member’'s/stockholders’ equity, Noncontrolling irgst; Total member’s/stockholders’ equity attribleeo the Company and Total
capitalization, and does not give effect to the @any's results of operations for any period subsequehtarch 31, 2014

The information presented above assumes no exerctbe option to purchase additional shares byutigerwriters, and is based on the
number of shares of our Class A common stock aqulitig as of the closing of the offering. The tathdes not reflect other shares of
Class A common stock reserved for issuance unddong-term incentive plan, which we plan to adimptonnection with this offering,
or restricted stock units that we expect to issueonnection with this offering. See “Executive Gmnsation—€ompensation Followir
this Offering.”
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DILUTION

Purchasers of the Class A common stock in thigiaffewill experience immediate and substantialtiti in the net tangible boc
value per share of the Class A common stock foo@atting purposes. Dilution is the amount by whioé offering price paid by
the purchasers of Class A common stock sold inaffiesing will exceed the net tangible book vale phare of Class A common
stock, after giving pro forma effect to the trangats described under “Corporate ReorganizatiBetause our existing owners
not own any Class A common stock or other econamtézest in us, we have presented dilution in prong net tangible book
value per share of Class A common stock to investothis offering assuming that our existing irtees exchanged their Spark
Holdco Units for newly-issued shares of Class A smmn stock on a one-for-one basis in order to maganimgfully present the
dilutive impact on the investors in this offering.

On a pro forma basis as of March 31, 2014, outarggible book value would have been approximatd.S$million, or $3.24 pe
share of Class A common stock. Because we willetain any of the net proceeds from this offerimgy, pro forma net tangible
book value will remain unchanged when adjustedHersale by us of Class A common stock in thisrifieat an assumed initial
public offering price of $20.00 per share of Classommon stock (the mid-point of the price rangefegh on the cover of this
prospectus). The following table illustrates the g@are dilution to new investors purchasing sharésis offering (assuming that
100% of the Spark HoldCo units held by NuDevco Hasen exchanged for shares of Class A common stock)

Assumed initial public offering price per share () $20.00
Pro forma net tangible book value per share of Class A common stock before and after the offering 3.24
Dilution in pro forma net tangible book value per share to new investors in this offering (2 $16.76

(1) The mic-point of the price range set forth on the covethif prospectus

(2) Because the net proceeds received by us purkuany exercise by the underwriters of their @ptio purchase additional shares of Clas:
A common stock will be used to purchase Spark Holt@its from NuDevco Retail Holdings, there will be change to the dilution in
net tangible book value per share of Class A comstock to purchasers in the offering due to anyh&xercise of the optiol

The following table summarizes, on an adjusted fpnma basis as of March 31, 2014, the total nunobshares of Class A
common stock owned by existing shareholders (asmythat 100% of our Class B common stock has brema@ged for Class A
common stock on a one-for-one basis) and to be dwypeew investors, the total consideration pand, #e average price per
share paid by our existing shareholders and taalzblyy new investors in this offering at $20.0@& thidpoint of the range of the
initial public offering prices set forth on the @page of this prospectus, calculated before dextucf estimated underwriting
discounts and commissions.

Shares of Class A

Common Stock Total Consideration
Amount Average Price
Number Percent (in thousands) Percent Per Share
Existing shareholders @ 10,750,000 78.18% $34,794.8 36.7% $ 3.24
New investors in this offering 3,000,000 21.82 60,000 63.3 $20.00
Total 13,750,000 100% $94,794.8 100% $ 6.89

(1) The net assets contributed by NuDevco willdésorded at historical cost. The net tangible boalker of the consideration to be provided
by NuDevco as of March 31, 2014 was approximat8§.8§ million. Excludes 386,150 restricted stocksitd be issued in connection
with the closing of this offering under our lc-term incentive plar
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The data in the table excludes 1,375,000 additishates of Class A common stock initially reserfagrdssuance under our long-
term incentive plan, based on an assumed pubkcinff price of $20.00 per share (which is the midpof the price range set
forth on the cover page of this prospectus), asttioted stock units that we expect to issue imeation with this offering. See
“Executive Compensation—Compensation Following ®ffering.”

If the underwriters’ option to purchase additiosldres is exercised in full, the number of shaedd by new investors will be
increased to 3,450,000, or approximately 25.09%h@total number of shares of Class A common stock.

Additional Dilution Informatior

The foregoing tables do not reflect the Subsegbesitibutions, the forgiveness of $5.5 million dfost-term indebtedness
incurred by us from one of our affiliates and teewanption by an affiliate of the additional $5.0lion of indebtedness under the
existing credit facility. If such transactions wémeluded in the pro forma balance sheet as of M&dg 2014 (but without giving
effect to any net income (loss) attributable tosheond quarter of 2014):

* the pro forma net tangible book value per shai@lags A common stock before and after the offevingld be $1.85

* the total consideration paid and the average meceshare paid by our existing shareholders woel@19,936,000 and
$1.85, respectively; ar

* the dilution in pro forma net tangible book valwgr phare to new investors in the offering wouldb8.15.
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SELECTED HISTORICAL AND UNAUDITED PRO FORMA COMBINE D FINANCIAL AND
OPERATING DATA

Spark Energy, Inc. was formed in April 2014 andsipnet have any historical financial operating ressudccordingly, the
accompanying combined financial statements have pespared from the combined business and asstte oftail natural gas
business and asset optimization activities of SEthe retail electricity business of SE.

The following table shows the selected historicahbined financial data as of and for the years émcember 31, 2012 and
2013 and the three months ended March 31, 2012@M4l The selected historical combined financiafd3ecember 31, 2012
and 2013 and for the years ended December 31,&01.2013 has been derived from the audited comlfinadcial statements
and the related notes thereto included elsewhetésmprospectus. The selected historical combfimashcial data as of March 31,
2014 and for the three months ended March 31, 20832014 has been derived from the unaudited ceedesombined financial
statements and the related notes included elsewrh#res prospectus.

The selected unaudited pro forma combined finamtzigd presented below has been derived by thecafiph of pro forma
adjustments to the historical combined financiateshents included elsewhere in this prospectussé&leeted unaudited pro for
combined financial data presented below give eti@{t) our reorganization in connection with thiering as described in
“Corporate Reorganization,” (ii) this offering atite use of the estimated net proceeds from thésinff as described in “Use of
Proceeds” and (iii) other related transactionsa@ftbected at the closing of this offering, aslifls transactions had taken place or
January 1, 2013, in the case of the unauditedgrod combined statement of operations for eacheoféar ended December 31,
2013 and the three months ended March 31, 2014asofiDecember 31, 2013 and March 31, 2014, icdlse of the unaudited
pro forma combined balance sheet as of Decemb&03B and March 31, 2014, respectively.

You should read these tables in conjunction wittaffdgement’s Discussion and Analysis of Financialdaon and Results of
Operations,” which includes a discussion of factoegerially affecting the comparability of the infieation presented,
“Organizational Structure” and the historical amd forma combined financial statements and noteetb included elsewhere in
this prospectus. The selected unaudited pro foongmed financial data is presented for informatigpurposes only. The pro
forma adjustments are based upon available inféomaind certain assumptions that we believe aoresble. The selected
unaudited pro forma combined financial data doeégpuogport to represent what our results of openatior financial position
would have been if we had operated as a public aaspguring the period presented and may not beatigie of our future
performance.
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Historical Pro Forma
Three Months

Three Months Year Ended Ended
Year Ended December 31, Ended March 31, December 31, March 31,
2012 2013 2013 2014 2013 2014
(restated)
(unaudited) (unaudited)

Statement of Income Data (in thousands):
Revenues:
Retail revenues (including retail revenues—affiliates of $1,382
and $4,022 for the years ended December 31, 2012 and
2013, respectively, and $199 and $1,489 for the three
months ended March 31, 2013 and 2014, respectively) $ 380,198 $ 316,776 $ 100,453 $ 104,352 $ 316,776 $ 104,352
Net asset optimization revenues (including asset optimization
revenues-affiliates of $8,334 and $14,940 for the years
ended December 31, 2012 and 2013, and $1,500 and $2,500
for the three months ended March 31, 2013 and 2014,
respectively, and asset optimization revenues affiliate cost of
revenues of $568 and $15,928 for the years ended
December 31, 2012 and 2013, respectively, and less than
$0.1 million and $7,900 for the three months ended March
31, 2013 and 2014, respectively) (1,136) 314 (1,157) 1,624 314 1,624
Total revenues 379,062 317,090 99,296 105,976 317,090 105,976
Operating expenses:
Retail cost of revenues (including retail cost of revenues-
affiliates of $254 and $55 for the years ended December 31,
2012 and 2013, respectively, and less than $0.1 million for
the three months ended March 31, 2013 and 2014,

respectively) 279,506 233,026 69,993 88,121 233,026 88,121
General and administrative 47,321 35,020 9,275 8,113 35,020 8,113
Depreciation and amortization 22,795 16,215 5,030 2,959 16,215 2,959

Total operating expenses 349,622 284,261 84,298 99,193 284,261 99,193
Operating income 29,440 32,829 14,998 6,783 32,829 6,783
Other (expense)/income:
Interest expense (3,363) (a,714) (384) (313) (1,183) (296)
Interest income and other income 62 353 11 70 353 70
Total other (expenses)/income (3,301) (1,361) (373) (243) (830) (226)
Income before income tax expense 26,139 31,468 14,625 6,540 31,999 6,557
Income tax expense 46 56 14 32 2,630 543
Net income $ 26,093 $ 31412 $ 14611 $ 6,508 $ 29,369 $ 6,014
Net income attributable to non- controlling interest 25,017 5,126
Net income attributable to stockholders $ 4352 % 888
Pro forma net income per common share
Basic $ 145 $ .30
Diluted $ 145 8 .30
Weighted average proforma common shares outstanding
Basic 3,000,000 3,000,000
Diluted 13,750,000 13,750,000
Balance Sheet Data (in thousands, at period end):
Current assets $ 104246 $ 101,291 $ 119,720 $ 119,044
Total liabilities 67,976 73,160 99,768 97,741
Total liabilities and members’ equity 129,278 109,073 127,833 153,181
Cash Flow Data (in thousands):
Cash flows from operating activities $ 44076 $ 44480 $ 17868 $ 6,209
Cash flows used in investing activities (1,643) (1,481) (93) (787)
Cash flows used in financing activities (39,904) (42,369) (22,239) (7,856)
Other Financial Data (in thousands) @):
Adjusted EBITDA () $ 40659 $ 33533 $ 19,048 $ 9322 $ 33533 % 9,322
Retail gross margin @) 93,219 81,668 31,740 17,684 81,668 17,684
Other Operating Data:
Customers 237,436 210,556 215,715 240,993 210,556 240,993
Natural gas volumes (MMBtu) 17,527,252 16,598,751 6,994,627 6,593,580 16,598,751 6,593,580
Electricity volumes (MWh) 2,698,084 1,829,657 478,426 384,275 1,829,657 384,275

(1) Adjusted EBITDA and retail gross margin are -GAAP financial measures. For a definition and anediation of each of Adjusted EBITDA and retaibgs margin to the
most directly comparable financial measures caledland presented in accordance with GAAP, pleas"Prospectus Summé—Non-GAAP Financial Measure”

70



Table of Contents

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should beli@aconjunction with the “Selected Historical abthaudited Pro Forma Combined
Financial and Operating Da” and the accompanying combined financial stateraemid related notes included elsewhere in thisgeosis.
The following discussion contains forward-lookirtgtements that reflect our future plans, estimabesiefs and expected performance. The
forward-looking statements are dependent upon events, aisf uncertainties that may be outside our cont@air actual results could differ
materially from those discussed in these forwamking statements. Factors that could cause or donte to such differences include, but are
not limited to, market prices for retail natural gand electricity, economic and competitive condii regulatory changes and other
uncertainties, as well as those factors discusstovband elsewhere in this prospectus, particular{Risk Factors” and “Cautionary Note
Regarding Forwar+Looking Statements,” all of which are difficult poedict. In light of these risks, uncertaintiedaassumptions, the forward-
looking events discussed may not occur. We donu#rtake any obligation to publicly update any fardrlooking statements except as
otherwise required by applicable law.

Overview

We are a growing independent retail energy sendgoegpany founded in 1999 that provides resideatidl commercial customers
in competitive markets across the United Statels aiit alternative choice for their natural gas dedtacity. We purchase our
natural gas and electricity supply from a varidgtyvbolesale providers and bill our customers maontbf the delivery of natural
gas and electricity based on their consumptioritia¢iea fixed or variable-price. Natural gas aretgicity are then distributed to
our customers by local regulated utility companiesugh their existing infrastructure.

As of May 31, 2014, we operated in 46 utility seevterritories across 16 states and had approxyr2@&,600 residential
customers and 17,800 commercial customers, whctslates to over 392,500 residential customer afpnts (“RCEs”)An RCE
is an industry standard measure of natural gakeotrieity usage with each RCE representing annaasumption of 100 MMbtu
of natural gas or 10 MWh of electricity.

We operate these businesses in two operating segimen

* Retail Natural Gas Segme. We purchase natural gas supply through physi@fiaancial transactions with market
counterparts and supply natural gas to resideswidlcommercial consumers pursuant to fixed-priagatble-price and
flat-rate contracts. For the year ended Decembge?@13, approximately 40% of our retail revenuesangerived from
the sale of natural gas. We also identify wholesakeiral gas arbitrage opportunities in conjunctath our retail
procurement and hedging activities, which we redeas asset optimization. These opportunities nande
(i) optimizing the unused portion of storage arhgiportation assets that are allocated to us bipthéregulated utility
to support our retail load; (ii) capturing physieabitrage opportunities using short or long-teramgportation capacity;
and (iii) maximizing our credit capacity by purchasgas from affiliates and third parties and sellit at the same
location to counterparties for whom we normallyghase retail supplh

* Retail Electricity Segmel. We purchase electricity supply through physical financial transactions with market
counterparts and 1SOs and supply electricity taleggial and commercial consumers pursuant to fpeck and
variable-price contracts. For the year ended Deeerdb, 2013, approximately 60% of our retail revenwere derived
from the sale of electricity

Spark Energy, Inc.

Spark Energy, Inc. was formed in April 2014 andsipnet have any historical financial operating ressufhe following discussion
analyzes our historical combined financial conditamd results of operations, which is the combingsinesses and assets of the
retail natural gas business and asset optimizatitivities of SEG and
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the retail electricity business of SE. SE and SE€Xfze operating subsidiaries through which we Hastrically operated our
retail energy business and are currently commaooyrolled by NuDevco Partners, LLC. All of the owsigip interests in each of
SE and SEG will be contributed to Spark HoldCo ptaothe completion of this offering.

Spark Energy, Inc. will be a holding company whseske material assets will consist of a managing beship interest in Spark
HoldCo and approximately 3,000,000 of the outstagd@park HoldCo units with the remaining Spark Kddinits being held by
NuDevco. Spark Energy, Inc. will be the managingnber of Spark HoldCo, will be responsible for glecational, manageme
and administrative decisions relating to Spark i@ald business and will consolidate the financialits of Spark HoldCo and its
subsidiaries.

Factors Affecting Our Results of Operations

Our Ability to Grow Our Busines&ustomer growth is a key driver of our operatidi'e. attempt to grow our customer base by
offering customers competitive pricing, price camyor green product offerings. In addition, wéeind to offer bundled products
in the third quarter of 2014. We manage growth omasket-by-market basis by developing price cuime=ach of the markets we
serve and comparing the market prices to the phiedocal regulated utility is offering. We thenteienine if there is an
opportunity in a particular market based on oulitglib create a competitive product on economioethat satisfies our
profitability objectives. We develop marketing caargns using a combination of sales channels, wittraphasis on door-teor
marketing and outbound telemarketing given thekibility and historical effectiveness. We ident#gd acquire customers
through a variety of additional sales channelduiting our inbound customer care call center, @niirarketing, email, direct me
affinity programs, direct sales, brokers and camsis. Our marketing team continuously evaluatestfectiveness of each
customer acquisition channel and makes adjustnrewotsler to achieve desired growth and profitapiigrgets.

A key component in our ability to grow our businesmanagement of customer acquisition costs, wivielcapitalize and
amortize over a 24-month period. We attempt to ta@im disciplined approach to recovery of our aomr acquisition costs
within defined periods. We factor in the recovefyastomer acquisition costs in determining whicirkets we enter and the
pricing of our products in those markets. While filee required to achieve payback relative to th&tcwe expend to acquire new
customers varies based upon contract terms andifingvmarket conditions, we generally realize ¢ltenomic benefits of new
customer acquisition in less than one year. Acogylgli our results of operations are significantiffuenced by our customer
acquisition spending. For example, increased cust@oquisition spending in 2011 was a factor thattd increased profitability
in 2012. However, our 2013 results were negatiialyacted by our strategic initiative in 2012 towee customer acquisition
spending and to optimize our customer base, foligva determination by our owner to invest excesh flaws from our retalil
operations in other affiliated businesses. Simjlasince the third quarter of 2013, we have spigmificant amounts on customer
acquisition costs and we expect to realize thefiievfahis spending beginning in 2014.

Our Ability to Manage Customer AttritianAverage customer attrition for the year endeddbdwer 31, 2013 and the five months
ended May 31, 2014 was approximately 3.6% and 4t8%pectively. This attrition was primarily due (:customer initiated
switches; (i) residential moves and (iii) customayment defaults. We evaluate our customers ded pfoducts and pricing to
manage our attrition rates and maximize custorfetirhe value.

Market Regulation and Oversig. We operate in the highly regulated natural gakedectricity retail sales industry. Regulations
may be revised or reinterpreted or new laws andlagigns may be adopted or become applicable tr osir operations. Such
changes may have a detrimental impact on our bssieigher by making it more costly to operate at 8tate or by forcing us to
shift our focus to other states.
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Weather ConditionsWeather conditions directly influence the demforchatural gas and electricity and affect the gsiof
energy commodities. Our hedging strategy is basdom@casted customer energy usage, which cansuustantially as a result
weather patterns deviating from historical norm® &ve particularly sensitive to this variabilityclhese of our current substantial
concentration and focus on growth in the residentiatomer segment in which energy usage is higéhsitive to weather
conditions that impact heating and cooling demding. extreme weather patterns during the 2013 ahd @ihter season caused
commodity demand and prices to rise significandydnd industry forecasts. As a result, the retargy industry generally
charged higher prices to its variable-price custsma@d was subject to decreased margins on fixed-pontracts due to
unanticipated increases in volumetric demand thdtth be purchased in the spot market at high qrice

Commaodity Price Risk and Effectiveness of our Riskagement ProgranWe hedge and procure our energy requirements fron
various wholesale energy markets, including botysjmal and financial markets, through short-terrd bomg-term contracts. Our
financial results are largely dependent on thesdiffice between prices at which we purchase anilimasgal gas and electricity.
We actively manage our commodity price risk. Ounowodity risk management strategy is designed tgéedbstantially all of
our forecasted natural gas and electricity voluoresur fixed-price customer contracts as well psréion of the near-term
volumes on our variable-price customer contracts.ané required to deliver our wholesale energyagbus utility load zones for
electricity and various city gates for natural g% manage our exposure to short-term and long#ieorements in wholesale
energy prices by hedging using a variety of derrgainstruments. Our hedging strategy is based mmaber of variables and
estimates, including weather patterns, changesrimuodity prices, assumptions regarding attritiod elmanges in weather-related
volumetric demand. If the actual attrition or demhd@om our customers differs significantly from qamojections, we may be
exposed to overhedged or unhedged volumes. If Hrkehprice of natural gas or electricity increasedecreases from the
original hedge price, we may realize a correspanttias or gain.

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

Because natural gas accounted for approximately @f08ar retail revenues for the year ended Decer@beP013 and is a key
component of the wholesale price of electricity; operating results are heavily impacted by price@ements in natural gas. Pr
volatility in the natural gas market generally eedte volatility in most energy and other commodigrkets. Changes in market
prices for natural gas and electricity may resulbf many factors that are outside of our contrldaBe see “Risk Factors—Risks
Related to Our Business—We are subject to commaquiite risk.”

We incur monthly ancillary service charges and cap&osts in the electricity sector. For instartbe, ISOs charge all retail
electricity providers for monthly reserves that Il8® determines are necessary to protect the ittexgrthe grid. We attempt to
estimate such amounts but they are difficult toveesie because they are charged in arrears by @e 48d are subject to
fluctuations based on weather and other marketitons. Many of the utilities we serve also allezagtural gas transportation
and storage assets to us as a part of their
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competitive choice program. We are required toofilf allocated storage capacity with natural gdsckvcreates commodity
supply and price risk. Sometimes we cannot hedgedlhumes associated with these assets becausarthyo small compared
the much larger bulk transaction volumes requitedrides in the wholesale market or becausenbigconomically feasible to
do so.

In addition to our supply costs, we incur costshsag RECs, ancillary services charges, ISO feesiasdme markets,
transmission costs, which we estimate and incotpanto the pricing of our offered contracts. Te #xtent our estimates are
incorrect, we may incur costs that we are unabfegs along to our customers.

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

Our accounts payable and accounts receivable quacted by seasonality due to the timing differermween when we pay our
suppliers for accounts payable versus when weatdhem our customers on accounts receivable. \Wiedjly pay our suppliers
for purchases on a monthly basis. However, it taggsoximately two months from the time we delittex natural gas or
electricity to our customers to the time we collgom our customers on accounts receivable attltiatto those supplies. This
timing difference could affect our cash flows, esply during peak cycles in the winter and summenths.

Natural gas accounts for approximately 40% of etail revenues, which exposes us to a high dedreeasonality in our cas
flows and income earned throughout the year asudtref the high concentration of heating loadhe winter months. We utilize
considerable amount of cash from operations anawimg capacity to fund working capital, which indes inventory purchases
from April through October each year. We sell oatunal gas inventory during the months of Noventhesugh March of each
year. We expect that the significant seasonalityaiats to our cash flows and income will continuéuitire periods. For exampl
we generated approximately 39% and 28% of our driReiail Gross Margin in the first and fourth qearef the year ended
December 31, 2013. As a result, we intend to resamortion of our excess cash available for distion in the first and fourth
guarters in order to fund our second and third tgaalividends.

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

Asset Optimization and Certain Lc-term ContractsWe contract for term transportation capacity inreetion with our asset
optimization activities which obligates us to panthnd charges to the relevant counterparty. Fof,20& are obligated to pay
demand charges for certain transportation assetgmbximately $2.6 million. Although these demaagments will decrease
over time, the related capacity agreements extenodigh 2028. Prior to 2013, we entered into severdping transactions
associated with this capacity. As a result of weatklated pipeline transportation constraints,hmdging strategy for the winter
of 2012 through 2013 on one of those transactionsiving interruptible transportation resulted @sses that were recognized in
late 2012 and 2013. We have since revised oumpntikies such that this business is limited to bckack purchase and sale
transactions, or open positions subject to oureggge net open position limits, which are not tietda period longer than two
months. Further, all additional capacity procuratsimle of a utility allocation of retail assets me approved by our risk
committee, hedges on our firm transportation oliliges are limited to two years or less and hedomhiaterruptible capacity is
prohibited.
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Asset optimization opportunities primarily ariseridg the winter heating season when demand forrabgas is the highest. As
such, we expect the majority of our asset optirfopgprofits to be made in the winter. Given the apnistic nature of these
activities we will experience variability in ourreéngs from our asset optimization activities frgear to year. As these activities
are accounted for using mark-to-market accounthmgtiming of our revenue recognition may diffesrfr the actual cash
settlement.

Retail Contract Type:We offer both fixed-price contracts and variabl&@rcontracts, which we believe enables us to asge
overall customer lifetime value. Fixed-price contsaprovide consumers with price protection agaimstases in natural gas and
electricity prices with terms of up to three yednsorporated into the calculation of our fixedges are also prevailing billing
charges, switching fees, volumetric conversionsrared other charges. Though we are advised in adwarfuture changes in
these items through tariff filings and notices bg tocal regulated utility, changes in these charfges, rates and other charges
could occur before the termination date of ourentrfixed-price contracts. We cannot pass throbigke additional costs to
customers on fixed-price contracts, which wouldategly impact projected margins on those contrattish respect to our
variable-price contracts, we are generally ableatss through increased costs; however customersamainate these contracts at
any time if they are not satisfied with the curreate being charged. In addition, we may decidemptiss through the entire cost
of significant commodity price increases in a giveonthly period to avoid excessive customer compdaand attrition.

We had approximately 113,000 customers under fpaze contracts and 128,000 customers under varjatite contracts as of
March 31, 2014. As of March 31, 2014, approximafiel§,000 were customers who purchase natural ghamproximately
130,000 were customers who purchase electricity.

Timing of Hedge Settlemenks.addition to the volatility described above, vaild incur volatility from quarter-to-quarter
associated with gains and losses on settled hedisg to natural gas held in inventory if we obe to hedge the summainter
spread on our retail allocated storage capacityertory is typically purchased and stored from AjriOctober and withdrawn
from storage from November through March. Sinceri@n of the inventory is used to satisfy deliveligations to our fixed-
price customers over the winter months, we hedgeasisociated price risk using a combination of NY{&ad basis derivative
contracts. Any gains or losses associated witkedatierivative contracts are reflected in the satat of operations for the period
in which the contract settles as a component df@fo®venues.

Customer Credit Riskn many of the utility services territories where wonduct business, POR programs have been eks&hlis
whereby the local regulated utility offers serviéasbilling the customer, collecting payment froéne customer and remitting
payment to us. This service results in substaptéllof our credit risk being linked to the applide utility and not to our end-use
customer in these territories. For the year endeckbhber 31, 2013, approximately 47% of our regai€nues were derived from
territories in which substantially all of our credsk was directly linked to local regulated utilcompanies, all of which had
investment grade ratings as of such date. Duriagéime period, we paid these local regulatediesila weighted average discc
of less than 1.0% of total revenues for customeditrisk. In certain of the POR markets in which @perate, the utilities limit
their collections exposure by retaining the abilaytransfer a delinquent account back to us féection when collections are ps
due for a specified period. If our collection etfoare unsuccessful, we return the account tootted tegulated utility for
termination of service. Under these service progtame are exposed to credit risk related to payrwergervices rendered during
the time between when the customer is transfeaed by the local regulated utility and the timeneirn the customer to the
utility for termination of service, which is gen#lysone to two billing periods. We may also realezéoss on fixed-price customers
in this scenario due to the fact that we will halready fully hedged the customer’s expected conityodage for the life of the
contract. We recorded accounts receivable from R@Fkets of $22.1 million and $25.1 million in acotsireceivable on the
combined balance sheets as of December 31, 20130412 respectively.
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In non-POR markets (and in POR markets where weahagse to direct bill our customers), we managtorner credit risk
through formal credit review, in the case of comei@rcustomers, and credit screening, depositd&swbnnection for non-
payment, in the case of residential customers.ba@drdebt expense for each of the year ended Dec&hp2013, the three
months ended March 31, 2014 and the five monthecihby 31, 2014 was less than 1.0% of retail reeenEconomic conditiol
may affect our and our customers’ ability to pdishin a timely manner, which could increase custodelinquencies and may
lead to an increase in bad debt expense.

How We Evaluate Our Operations

Adjusted EBITD/ We define “Adjusted EBITDA” as EBITDA less (i) stomer acquisition costs incurred in the curremiogle

(i) net gain (loss) on derivative instruments, diiiji net current period cash settlements on ddixe instruments, plus (iv) non-
cash compensation expense and (v) other non-cashtom items. EBITDA is defined as net income befarovision for income
taxes, interest expense and depreciation and aaion. We deduct all current period customer asjon costs in the Adjusted
EBITDA calculation because such costs reflect & caglay in the year in which they are incurrecgrethough we capitalize such
costs and amortize them over 24 months in accoedaitb our accounting policies. The deduction afrent period customer
acquisition costs is consistent with how we maragebusiness, but the comparability of Adjusted HBA between periods may
be affected by varying levels of customer acqusitosts. We deduct our net gains (losses) onaterevinstruments, excluding
current period cash settlements, from the AdjuEBtIDA calculation in order to remove the non-casipact of net gains and
losses on derivative instruments. Although we hastehistorically incurred non-cash compensatioresise, we expect that we
will incur non-cash compensation expense followtimg completion of this offering as a result of égawards that may be issued
under our long-term incentive plan.

We believe that the presentation of Adjusted EBITjrAvides information useful to investors in assessur liquidity and
financial condition and results of operations dmat Adjusted EBITDA is also useful to investorsadiancial indicator of a
company’s ability to incur and service debt, payidinds and fund capital expenditures. AdjustedTER\ is a supplemental
financial measure that management and externad o$@ur combined financial statements, such assing analysts, investors,
commercial banks and rating agencies, use to agsefallowing, among other measures:

* our operating performance as compared to otheighyliaded companies in the retail energy indysinghout regard
to financing methods, capital structure or his@rimost basis

* the ability of our assets to generate earningscseifit to support our proposed cash dividends;
* our ability to fund capital expenditures (includiogstomer acquisition costs) and incur and seiohts.

For a more detailed description of Adjusted EBITD#¢luding a reconciliation to its most direct fireaal measures calculated in
accordance with GAAP, please see “Prospectus Suyprridon-GAAP Financial Measures.”

Retail Gross MarginWe define retail gross margin as operating incotas () depreciation and amortization expenses and

(ii) general and administrative expenses, lessdfi)asset optimization revenues, (ii) net gainss@g) on derivative instruments,
and (iii) net current period cash settlements aivdgve instruments. Retail gross margin is inéddis a supplemental disclosure
because it is a primary performance measure usedrhyanagement to determine the performance ofetait natural gas and
electricity business by removing the impacts of asset optimization activities and net non-cashrime (loss) impact of our
economic hedging activities. As an indicator of mtril energy businessperating performance, retail gross margin shoatdnr
considered an alternative to, or more meaningtuh tloperating income, as determined in accordanbeGRAAP.
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General Trends and Outlook
Product Innovatior

We expect to see continued innovation in productsaagreater emphasis on bundled offers in thd egtargy industry. We intet
to begin offering bundled products in the third deiaof 2014. Many retail energy providers haveuregffering bundled products
and utilizing co-marketing relationships in ordermprovide customers with a variety of serviceoatdr prices and with the
convenience of a single billing system. For exampkerecently entered into an agreement to offetarners the option to bundle
their energy services with other products suchuagesand line protection through our relationshithwZross Country Home
Services. We also have a co-marketing relationsitip DirecTV in which we co-market their servic@sdur customers. At
present, these products and services do not germaederial earnings.

The industry is also seeing an increased inteme'stistributed generation” alternatives, in whialdeusers are able to rely on their
own generation capabilities for all or a part ddittelectricity needs. Home solar programs ardragy driver of this trend.
Energy efficiency products such as smart thermestatl remote thermostat programming that give déhswumer the ability to
change settings during non-peak usage perioddsardeing integrated into traditional retail eneafferings.

Environmental Awarene:

We believe consumer demand for environmentallynétig alternatives has and will continue to shapedinection of the retalil
energy industry. For example, we offer renewabbk @@rbon neutral (“green”) products in certain nedsk Green energy products
are a growing market opportunity and typically pdavincreased unit margins as a result of impraxestomer satisfaction and
less competition. Renewable electricity produdiswatustomers to choose electricity sourced fromdysolar, hydroelectric and
biofuel sources, through the purchase of renewatdegy credits (‘RECs”). Carbon neutral productegiustomers the option to
reduce or eliminate the carbon footprint associatigl their energy usage through the purchase miforeoffset credits. These
products typically provide for fixed or variableiggs and generally follow the terms of our otherdurcts with the added benefit
carbon reduction and reduced environmental impaetcurrently offer renewable electricity in all@dir electricity markets and
carbon neutral natural gas in several of our nagas markets. We have also begun to partner widr and other green energy
providers in order to co-market our respective gremergy services. We believe increasing consueraadd for green energy
will continue, and we believe our flexible businessdel positions us well to meet these demands.

Changes in Regulations

We are subject to regulatory scrutiny in all of ouarkets. A number of public utility commissionglire northeast are
investigating the impact of the harsh weather dimth during the 2012014 winter season on consumers in their terrisaiee tc
the number of consumer complaints attributableigh bills for the winter season and are urging FER@wvestigate
circumstances during that period in wholesale gnerarkets. Several states are evaluating new digidcstandards for variable-
price products. We anticipate that public utilignemissions in these regions may in the future adept or revised regulations in
response to these customers complaints that cawiel & negative impact on our business prospetitese regions.

Customer Growth

According to the EIA, over the last decade, redidénatural gas accounts served by competitiveggnestailers have grown fro
approximately 3.8 million to approximately 6.6 riah (5.6% CAGR) and non-residential
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electricity accounts have grown from approxima#33,944 to approximately 837,365 (4.8% CAGR). Adanyg to DNV GL,
over the last decade, residential electricity ant®served by competitive electricity suppliersdngrown from approximately
2.3 million to approximately 16.2 million (21.8% GR) and non-residential electricity accounts haeevg from approximately
473,000 to approximately 2.8 million (19.6% CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yeznoas all competitive energy
markets continues to maintain a substantial pagstdher growth and licensing activity is projectedontinue experiencing
growth, fueled by increased consumer awarenesagaitautility prices and product innovation, as h&d a favorable regulatory
policy environment. As a result, management befidliere is a significant opportunity for compettretailers to gain market
share by offering consumers innovative productamstj providing excellent customer service and agrais a competitive choice
for their energy supply.

Fragmentation and Consolidation of Mart

We believe that favorable market conditions, inslgdower natural gas and electricity prices ana tesidential customer
penetration, have led to an increase in the numibenergy retailers in the United States. The wagbrity of these new entrants
are small regional energy retailers, which oftepegience rapid customer growth but have not hisadlyi had reliable access to
capital or economies of scale to support this gnasvter the longer term or react to changing comiyqatice environments.
According to DNV GL, 65 residential electricity aders were active as of June 2013, approximatéds {50) of which had fewer
than 300,000 electricity customers, and approxim&®% (36) of which had fewer than 100,000 custame

According to DNV GL, market consolidation among thege number of competitive electricity retailemitinues at a growing
pace. Twenty-two acquisitions of electricity re¢adl, some of which also provide natural gas, amilai types of ownership
transfers were completed from January 1, 2013 poeBaber 30, 2013. Management believes that themuenvironment of sma
private energy retailers presents significant agitjah opportunities to consolidate smaller retail@to our larger and more
scalable platform and increase market share.

Natural Gas Marke

Natural gas prices are driven by a number of viggaimcluding demand from the industrial, residgntnd electric sector
productivity across natural gas supply basins,scohatural gas production, changes in pipelifi@&tructure, and the financial
and hedging profile of natural gas consumers aodywrers. In 2013, average natural gas prices atyHéub were 31% higher
than 2012. Although supply continues to increaskiecting increased production from mainly the sHasins, winter weather a
delivery system constraints in January 2014 cana@utal gas within several northeastern marketiatte in excess of
$100/MMbtu for short periods of time. Prolongeduoanticipated increased natural gas prices carearodretail gross margin on
both our natural gas and electricity sales.

Factors Affecting Comparability of Historical Financial Results

Tax Receivable Agreemeiihe Tax Receivable Agreement will provide for tleyment by Spark Energy, Inc. to NuDevco of
85% of the net cash savings, if any, in U.S. fedstate and local income tax or franchise tax Bgzark Energy, Inc. actually
realizes (or is deemed to realize in certain cirstamces) in periods after this offering as a result) any tax basis increases
resulting from the purchase by Spark Energy, Ii&park HoldCo units from NuDevco Retail Holding#op to or in connection
with this offering, (ii) any tax basis increasesukting from the exchange of Spark HoldCo unitsdioares of Class A common
stock pursuant to the Exchange Right (or resuliiogh an exchange of Spark HoldCo units for casisyamt to the Cash Option)
and (iii) any imputed interest deemed to be paid$gps a result of, and additional tax basis ayiiom, any payments we make
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under the Tax Receivable Agreement. In additiogmmnts we make under the Tax Receivable Agreemidiritenincreased by
any interest accrued from the due date (withowresibns) of the corresponding tax return. We witiard 85% of the estimated
tax benefit as an increase to amounts payable uheérax Receivable Agreement as a liability. S@ertain Relationships and
Related Party Transactions—Tax Receivable Agreeinent

Executive Compensation PrograrAs described in “Executive Compensation—Compensdtimlowing this Offering,” in
connection with this offering, we expect to grasgtricted stock units to our non-employee directansl certain of our officers,
employees and employees of certain of our afféiatbo perform services for us valued at an aggeegfapproximately $7.7
million under our long-term incentive plan. It ispected that the initial restricted stock unit asigawill generally vest ratably over
three or four years commencing May 4, 2015 andindlude tandem dividend equivalents that will vgsbn the same schedule.
Accordingly, assuming they all vest in accordandé ¥heir vesting schedule, this grant of restdcstéock units will result in a
charge to our income statement of $1.2 million0A42, $2.2 million in 2015, $2.1 million in 2016, .$million in 2017, and

$0.6 million in 2018. Although we have not histailig paid equity compensation, we expect that, gdarward, equity will
comprise a portion of our compensation program.cafemot, however, predict the amount of future guantards or the effect of
any potential equity awards on our overall compgosatructure and, as a result, cannot accuratelglict the effects of future
equity compensation on our financial statemenfsitoire results of operations.

Asset Optimization Busine\We contract for term transportation capacity inreation with our asset optimization activities
which obligates us to pay demand charges to tikeeanat counterparty. For 2014, we are obligatedatogemand charges for
certain transportation assets of approximately $ilion. Although these demand payments will deasesover time, the related
capacity agreements extend through 2028. Prio@132wve entered into several hedging transactisssceated with this capacity.
As a result of weather-related pipeline transpmmatonstraints, our hedging strategy for the winfe2012 through 2013 on one
of those transactions involving interruptible traoation resulted in losses that were recogniaddte 2012 and 2013. We have
since revised our risk policies such that this bess is limited to back-to-back purchase and safesactions, or open positions
subject to our aggregate net open position linmtsch are not held for a period longer than two thenFurther, all additional
capacity procured outside of a utility allocatidrretail assets must be approved by our risk cotemithedges on our firm
transportation obligations are limited to two yearsess and hedging of interruptible capacityrizhibited.

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

Public Company CostWe expect that we will incur incremental general administrative (“G&A”) expenses as a result a§th
offering. Specifically, we will incur certain expses related to being a publicly traded companydieg costs associated with
SEC reporting requirements, tax return preparatiaependent auditor fees, investor relations digts; Sarbanes-Oxley
compliance, registrar and transfer agent feesctdirend officer liability insurance expense andidnal director compensation.
These costs will be allocated to Spark HoldCo pamsto the Spark HoldCo LLC Agreement.

Financing.The total amounts outstanding under our prior ¢tadility as of December 31, 2013 and March 31,£0nclude
amounts used to fund equity distributions to ouncwn control owner to fund operations of an
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affiliated company. As such, historical borrowingsler our prior credit facility may not provide accurate indication of what v
need to operate our natural gas and electricitinbss.

Historical Financial and Operating Data
The following table shows our summary combineddrisal financial data, for the fiscal years endezt@mber 31, 2012 and 2013

and the three months ended March 31, 2013 and d@&4following table should be read in conjunctiath “Selected Historical
and Unaudited Pro Forma Combined Financial and &jper Data.”

Historical
Year Ended December 31, Three Months Ended March 31,
2013
2012 2013 2014
(restated)
(unaudited)

Statement of Operations Data (in thousands):
Revenues:

Retail revenues (including retail revenues—affiliates of $1,382 and
$4,022 for the years ended December 31, 2012 and 2013,
respectively, and $199 and $1,489 for the three months ended
March 31, 2013 and 2014, respectively) $ 380,198 $ 316,776 $ 100,453 $ 104,352

Net asset optimization revenues (including asset optimization
revenues-affiliates of $8,334 and $14,940 for the years ended
December 31, 2012 and 2013, and $1,500 and $2,500 for the
three months ended March 31, 2013 and 2014, respectively, and
asset optimization revenues affiliate cost of revenues of $568
and $15,928 for the years ended December 31, 2012 and 2013,
respectively, and less than $0.1 million and $7,900 for the three

months ended March 31, 2013 and 2014, respectively) (1,136) 314 (1,157) 1,624
Total revenues 379,062 317,090 99,296 105,976

Operating expenses:
Retail cost of revenues (including retail cost of revenues-affiliates of
$254 and $55 for the years ended December 31, 2012 and 2013,
respectively, and less than $0.1 million for the three months

ended March 31, 2013 and 2014, respectively) 279,506 233,026 69,993 88,121
General and administrative 47,321 35,020 9,275 8,113
Depreciation and amortization 22,795 16,215 5,030 2,959

Total operating expenses 349,622 284,261 84,298 99,193
Operating income 29,440 32,829 14,998 6,783
Other (expense)/income:
Interest expense (3,363) (a,714) (384) (313)
Interest income and other income 62 353 11 70
Total other (expense)/income (3,301) (2,361) (373) (243)
Income before income tax expense 26,139 31,468 14,625 6,540
Income tax expense 46 56 14 32
Net income $ 26,093 $ 31,412 $ 14,611 $ 6,508
Other Financial Data:
Adjusted EBITDA ® $ 40,659 $ 33,533 $ 19,048 $ 9,322
Retail gross margin (1) $ 93,219 $ 81,668 $ 31,740 $ 17,684
Other Operating Data:
Customer acquisition costs $ 6,322 $ 8,257 $ 220 $ 5,227
Customers 237,436 210,556 215,715 240,993
Natural gas volumes (MMBtu) 17,527,252 16,598,751 6,994,627 6,593,580
Electricity volumes (MWh) 2,698,084 1,829,657 478,426 384,275

(1) Adjusted EBITDA and retail gross margin are #®AAP financial measures. For a definition and@reiliation of each of Adjusted EBITDA and retgibss
margin to their most directly comparable financieasures calculated and presented in accordant&wil\P, please see “Prospectus Summary—Non-GAAP
Financial Measure”
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Combined Results of Operations

Our results of operations are significantly inflaed by our customer acquisition spending, althahghimpact of increasing or
reducing our customer counts on our results ofaifmers may not occur until several months afterstié in strategy. While the
time required to recoup the costs we expend toisegew customers varies based upon contract tenthprevailing market
conditions, we typically recover our customer asijigin costs within twelve months. In addition, generally begin to recognize
margin improvements from new customer acquisitg&irgo twelve months after the customer acquisitiost has been

incurred. Similarly, the negative impact on ourmtessof operations of a shift in strategy to desseaustomer acquisitions will
occur over time as natural customer attrition oscur

In 2011, we invested approximately $24 million hoging and maintaining our customer base. The esiparwas successful in
expanding our customer base by approximately 63% 28000 customers, net of attrition, in 2011. 042, our owner made the
determination to invest excess cash flows fromaparations in other affiliated businesses. As altewe significantly reduced
our customer acquisition costs, including completi$continuing some marketing channels, and fatwse efforts on integratir
and optimizing our existing expanded customer biasaddition, we took steps to decrease our gemacladministrative expen:
through implementation of system improvements a&aldiced head count to create a more efficient deghddtform. In the year
ended December 31, 2012, our increased volumeblingsttom the realization of prior efforts to exphour customer base,
combined with reduced customer acquisition and ig¢a@d administrative costs resulted in signiftbaimcreased Adjusted
EBITDA as compared to prior periods.

In 2013, we continued to evaluate our customer traseigh segmentation and optimization strategibsch resulted in reduced
customer count as certain underperforming segnexmisrienced higher attrition levels. This segméeonednd corresponding
customer attrition, coupled with a decreased facukwer margin commercial customers in 2013, teguh lower overall sales
volumes and Adjusted EBITDA in our retail segmént2013, but increased gross margin per unit sold.

Recognizing the growth opportunities in the re¢siérgy space, beginning in the second quarter13,20e increased our
customer acquisition spending and reactivated icemarketing channels. By the end of 2013, we hawvg the customer base by
8% from the low point in August of 2013. This grémitajectory has increased through the first quaft@014 resulting in an
increase of approximately 24% in our customer laasef March 31, 2014 from August of 2013. Consistgth our historical
experience, we anticipate seeing the results sfekpansion reflected in gross margins six to teve@honths from the acquisition
date of each customer.

Year Ended December 31, 2013 Compared to the YededEDecember 31, 2012

Total Revenuegd.otal revenues for the year ended December 31, 2@t8 approximately $317.1 million, a decrease of
approximately $62.0 million, or 16%, from approxielg $379.1 million for the year ended DecemberZ1,2. This decrease w
primarily due to lower customer sales volumes, Whigsulted in a decrease in total revenues of $88ldn. This decrease was
offset by an increase of total revenues of $25llianidue to increased customer pricing and a $dilbon increase in net asset
optimization revenues.

Net Asset Optimization Reveni. Net asset optimization revenues for the year @fterember 31, 2013 were approximately $0.
million, an increase of approximately $1.4 milliar,128%, from $(1.1) million in the same periodtie prior year. We
recognized losses in late 2012 and early 2013lmdge strategy involving interruptible transpodatipartially offset by
increased arbitrage opportunities in the fourthrggranf 2013 in the northeast United States.
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Retail Cost of Revenu. Total retail cost of revenues for the year enidedember 31, 2013 was approximately $233.0 milléon,
decrease of approximately $46.5 million, or 17%nfrapproximately $279.5 million for the year endtember 31, 2012. This
decrease was primarily due to lower customer salksnes, which resulted in a decrease in totallretat of revenues of $70.0
million. This decrease was offset by an increasetal retail cost of revenues of $18.1 million daesnergy supply prices and a
$5.4 million decrease in net gains on retail denesinstruments, net of cash settlements.

General and Administrative Expens@&eneral and administrative expense for the yede@ December 31, 2013 was
approximately $35.0 million, a decrease of appratety $12.3 million or 26%, as compared to $47.Bioni for the year ended
December 31, 2012. Approximately $8.0 million of thecrease in our general and administrative ergemas due to a
companywide initiative to reduce costs and realjzerational efficiencies in conjunction with ouifsin focus from increasing

our customer base to optimizing our customer badditionally, approximately $2.7 million was attutable to a decrease in sale:
and marketing expenses.

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

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

Customer Acquisition Cogtustomer acquisition cost for the year ended Deeer@b, 2013 was approximately $8.3 million, an
increase of approximately $2.0 million, or 31% nfrapproximately $6.3 million in the prior year. $hncrease was primarily due
to increasing our marketing efforts during the secbalf of 2013 to grow our customer base.

Three Months Ended March 31, 2014 Compared to tneeTMonths Ended March 31, 2013

Total RevenuesTotal revenues for the three months ended Mat¢l2314 were approximately $106.0 million, an imse of
approximately $6.7 million, or 7%, from approximgt&99.3 million for the three months ended Mardh 3013. This increase
was primarily due to increased customer pricing theeffected to capture a portion of increaseguposts from our customers,
which resulted in an increase in total revenuegl®éf3 million, as well as a $2.8 million increasenet asset optimization
revenues. This increase was offset by a decrea&®204 million due to customer sales volumes wihiehe lower, primarily due
the strategic shift of the concentration of our keéing efforts from commercial customers to resi@d¢customers.

Net Asset Optimization Reveni. Net asset optimization revenues for the threethzoended March 31, 2014 were approximatel
$1.6 million, an increase of approximately $2.8liwnil, or 240%, from $(1.2) million for the three ntbs ended March 31, 2013.
This increase was primarily due to physical ga#tradpe opportunities in the northeast United Sttlias arose due to the extreme
winter weather conditions in 2014 and losses wegeized in 2013 from a hedge strategy involvingfiniptible transportation
that did not repeat in 2014.

Retail Cost of Revenu. Total retail cost of revenues for the three memhded March 31, 2014 was approximately $88.1amj
an increase of approximately $18.1 million, or 26eém approximately $70.0 million for the three nfmmended March 31, 2013.
This increase was primarily due to increased suppsys resulting
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from the extreme weather conditions experiencedsadhe United States, which resulted in an inere&sotal retail cost of
revenues of $26.7 million, as well as an incredk0® million due to increased net losses on Irdiivative instruments, net of
cash settlements. This increase was offset by redse of $8.8 million due to customer sales voluwtgsh were lower, primarily
due to the strategic shift of the concentrationwf marketing efforts from commercial customersesidential customers.

General and Administrative Expens&eneral and administrative expense for the threaths ended March 31, 2014 was
approximately $8.1 million, a decrease of approxetya$1.2 million, or 13%, as compared to $9.3 imilfor the three months
ended March 31, 2013. This decrease was primauiytd a $0.7 million decrease in payroll expensesaa$0.4 million decrease
in sales and marketing expenses.

Depreciation and Amortization Exper. Depreciation and amortization expense for theghmonths ended March 31, 2014 was
approximately $3.0 million, a decrease of approxetya$2.0 million, or 41%, from approximately $5r0llion for the three
months ended March 31, 2013. This decrease wasplyndue to the amortization in 2013 of a portafrthe higher customer
acquisition costs that were incurred in 2011.

Interest Expens. Interest expense for the three months ended M&kcRB014 was approximately $0.3 million, a deceeafs
approximately $0.1 million, or 18%, from approximigt$0.4 million for the three months ended Maréh2013.

Customer Acquisition CostCustomer acquisition cost for the three montttedrMarch 31, 2014 was approximately $5.2 mill
an increase of approximately $5.0 million from apg@mately $0.2 million for the three months endedrth 31, 2013. This
increase was primarily due to our increased margedfforts to grow our customer base.

Operating Segment Results

Historical
Year Ended Three Months
December 31, Ended March 31,
2012 2013 2013 2014

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

Total Revenues $122.7 $125.2 $51.9 $ 625
Retail Cost of Revenues 77.0 83.1 35.5 50.6
Less: Net Asset Optimization Revenues (1.1) 0.3 (1.2) 1.6
Less: Net Gains (Losses) on non-trading derivatives, net of cash

settlements 6.3 (0.6) (1.8) (0.3)
Retail Gross Margin—Gas 40.5 42.4 19.3 10.6
Retail Gross Margin-Gas per MMBtu 2.31 2.55 2.76 1.61
Retail Electricity Segment
Total Revenues $256.4 $191.9 $47.4 $ 434
Retail Cost of Revenues 202.5 149.9 34.5 37.5
Less: Net Gains (Losses) on non-trading derivatives, net of cash

settlements 1.2 2.7 0.5 (1.1)
Retail Gross Margin—Electricity 52.7 39.3 125 7.0
Retail Gross Margin—Electricity per MWh 26.

19.55 21.48 03 18.46

83



Table of Contents

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

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

Retail cost of revenues for the Retail Natural Gagment for the year ended December 31, 2013 waexamately $83.1 millior
an increase of approximately $6.1 million, or 8%onf approximately $77.0 million in the prior ye@his increase was primarily
due to a $6.9 million decrease in net gains onl eaivative instruments, net of cash settlemessgsyell as increased commodity
prices, which resulted in an increase of $3.6 omilliThis increase was offset by a decrease of wetsi of revenues of $4.4 milli
due to lower customer sales volumes.

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

Decrease in volumes sold $(2.1)
Increase in unit margin per MMBtu resulting from segmentation 4.0
Increase in retail natural gas segment retail gross margin $1.9

The volumes of natural gas sold decreased fron277252 MMBtu during the year ended December 3122016,598,751
MMBtu during the year ended December 31, 2013,tduwrir natural gas customer attrition outpacingirsdtgas customer

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

Retail Electricity Segmel

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

Retail cost of revenues for the Retail Electri@ggment for the year ended December 31, 2013 vpaexamately $149.9 million
a decrease of approximately $52.6 million, or 26%m approximately $202.5 million in the prior yedhis decrease was
primarily due to lower customer sales volumes, Whigsulted in a decrease in retail cost of reventi®65.6 million and a $1.5
million increase in net gains on retail derivatimstruments, net of cash settlements. This decwaseffset by an increase of
retail cost of revenues of $14.5 million due tor@ased commodity prices.

84



Table of Contents

Retail gross margin for the Retail Electricity Segrnfor the year ended December 31, 2013 was ajppatedy $39.3 million, a
decrease of approximately $13.4 million, or 25%c¢@mpared to $52.7 million for the year ended Dduen31, 2012, as indicat:
in the table below (in millions).

Decrease in volumes sold
Increase in unit margin per MWh resulting from segmentation

$(17.0)
3.6
Decrease in retail electricity segment retail gross margin $(13.4)

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

Three Months Ended March 31, 2014 Compared to tnieeTMonths Ended March 31, 2013
Retail Natural Gas Segme

Retail revenues for the Retail Natural Gas Segrfurihe three months ended March 31, 2014 wereoxppately $62.5 million,
an increase of approximately $10.6 million, or 2Xém approximately $51.9 million for the three nfmmended March 31, 2013.
This increase was primarily due to increased custgricing we effected to capture a portion of @ased supply costs from our
customers, which resulted in an increase of $10l&m as well as an increase of $2.8 million doeet asset optimization
revenue. This increase was offset by a decrea$8.0fmillion due to decreased customer sales vadume

Retail cost of revenues for the Retail Natural Gagment for the three months ended March 31, 2@td approximately $50.6
million, an increase of approximately $15.1 milljan 42%, from approximately $35.5 million for ttteee months ended March
31, 2013. This increase was primarily due to ineeelasupply costs resulting from the extreme weatbiditions experienced
across the United States, which resulted in areass of $18.5 million. This increase was offse&I$4.9 million decrease due to
decreased customer sales volumes, as well as afilidh decrease due to decreased net lossesahderivative instruments,
net of cash settlements.

Retail gross margin for the Retail Natural Gas Segrfor the three months ended March 31, 2014 wpeoaimately $10.6
million, a decrease of approximately $8.7 million 45%, from approximately $19.3 million for the¢le months ended March 31,
2013, as indicated in the table below (in millians)

Decrease in unit margin per MMBtu, primarily due to increased supply costs $(7.6)
Decrease in volumes sold (1.1)
Decrease in retail natural gas segment retail gross margin $(8.7)

The volumes of natural gas sold decreased fromi629 MMBtu during the three months ended March2®1,3 to 6,593,580
MMBtu during the three months ended March 31, 20hs decrease was primarily due to the stratdgft af the concentration
of our marketing efforts from commercial customersesidential customers, offset by increased ecostaounts and the extreme
weather which resulted in higher volumes per custom

Retail Electricity Segmel

Retail revenues for the Retail Electricity Segnfenthe three months ended March 31, 2014 werecappately $43.4 million, a
decrease of approximately $4.0 million, or 8%, frapproximately $47.4 million for the three
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months ended March 31, 2013. This decrease wasplyndue to lower customer sales volumes, whidulted in a decrease of
$9.3 million. This decrease was offset by an inseeaf retail revenues of $5.3 million due to insezhcustomer pricing that we
effected to capture a portion of increased suppstscfrom our customers.

Retail cost of revenues for the Retail Electri@ggment for the three months ended March 31, 2@td approximately $37.5
million, an increase of approximately $3.0 milli@r,9%, from approximately $34.5 million for thedle months ended March 31,
2013. This increase was primarily due to increasgaply costs resulting from the extreme weatheditimms experienced across
the United States, which resulted in an increasetail cost of revenues of $8.3 million, as wallaa$1.7 million increase due to
decreased net gains on retail derivative instrumemt of cash settlements. This increase wastdifjsa decrease of $7.0 million
due to lower customers sales volumes.

Retail gross margin for the Retail Electricity Segrnfor the three months ended March 31, 2014 wpsoaimately $7.0 million,
a decrease of approximately $5.5 million, or 43%c@mpared to $12.5 million for the three monthdeghMarch 31, 2013, as
indicated in the table below (in millions).

Decrease in unit margin per MWh, primarily due to increased supply costs $(3.0)
Decrease in volumes sold (2.5)
Decrease in retalil electricity segment retail gross margin $(5.5)

The volumes of electricity sold decreased from 428, MWh during the three months ended March 313201384,275 MWh
during the three months ended March 31, 2014. déisease was primarily due to lower customer coamtisthe strategic shift of
the concentration of our marketing efforts from coencial customers to residential customers, offgahe extreme weather
which resulted in higher volumes per customer.

Liquidity and Capital Resources

Our liquidity requirements arise primarily from cuatural gas inventory purchases during April tigto®ctober, our customer
acquisition costs and our general working capiggds for ongoing operations. Our credit facilityrbwings are subject to
material variations on a seasonal basis due torttieg of commodity purchases to satisfy requiratunal gas inventory purcha:
and to meet customer demands during periods of peade.

Historically, our sources of liquidity have inclutieash generated from operations, equity invessrgnbur owner and
borrowings under credit arrangements. We expecbogoing sources of liquidity following this offeg to include cash genera
from operations, available borrowings under SpaokdBo’s new revolving credit facility and issuanadsdditional debt and
equity securities. We believe that cash generaitad these sources will be sufficient to sustainrapens, to finance anticipated
expansion plans and growth initiatives, and to guagrterly cash dividends on our outstanding Clagfmon Stock. However,
in the event our liquidity is insufficient, we mag required to limit our spending on future growthns or other business
opportunities or to rely on external financing sms, including additional commercial bank borrovgiaagd the issuance of debt
and equity securities, to fund our growth. Moregestimating our liquidity requirements is highlgpkndent on then-current
market conditions, including forward prices forural gas and electricity, and market volatility.

We have budgeted approximately $21.8 million fostomer acquisition costs for 2014, which represtir@sosts we expect to
incur to add new customers to our portfolio. Adviafrch 31, 2014, we have spent approximately $5IBomion customer
acquisition costs. While we have budgeted $21.8anifor the year ending December 31, 2014, thaae@mount of customer
acquisition costs may fluctuate based on the actaaketing and vendor costs we incur. We genedallnot expect to incur
significant capital expenditures. Our 2014 budgeludes

86



Table of Contents

approximately $1.7 million for capital expendituretated to information systems improvements, otctvi$1.2 million is
specifically related to our outsourced billing @i After 2014, we anticipate our annual capikglenditures budget to be
approximately $500,000.

Based upon our current plans, level of operationstasiness conditions, we believe that our cadhaod, cash generated from
operations, and available borrowings under Spatlkl€@s new revolving credit facility will be suffient to meet our capital
requirements and working capital needs for thesieeable future.

The Spark HoldCo LLC Agreement provides, to theeektash is available, for distributions pro ratéhie holders of Spark
HoldCo units (which unitholders, as of the completof the offering, will consist of Spark Energgcl and NuDevco) such that
we receive an amount of cash sufficient to covera$timated taxes payable by us, the targetedeglyadtvidend we intend to pe
to holders of our Class A common stock, and paysmentier the Tax Receivable Agreement we will einmierwith Spark
HoldCo, NuDevco Retail Holdings and NuDevco Retail.

Following the completion of this offering, we intkto pay a regular quarterly dividend on our Clag®ommon stock at a targeted
rate of $0.3625 per share, or approximately $4.Bfomon an annual basis. No dividends on our €laxommon stock will
accrue in arrears. We will only be able to paydivids from our available cash on hand, funds reddivwm Spark HoldCo or
other sources of liquidity. Spark HoldCo'’s abilitymake distributions to us will depend on manydes; including the
performance of our business in the future andiotistns under Spark HoldCo’s new revolving creditifity. In order to pay these
dividends to holders of our Class A common stook,ewpect that Spark HoldCo will be required tordiste approximately $27
million on an annualized basis to holders of SgéokdCo units. This aggregate amount would haveesgted approximately
86% of our pro forma net income and 82% of ourfprsma Adjusted EBITDA for the year ended December2913. To the
extent that our business generates cash in extéss amounts required to pay an annual dividerfllod5 per share of Class A
common stock, we currently expect to reinvest archexcess cash flows in our business and notéeerthe distributions
payable to our Class A shareholders. However, wuré dividend policy is within the discretion airdoard of directors and will
depend upon various factors, including the resafltsur operations, our financial condition, capredjuirements and investment
opportunities.

In addition, in the future, we expect to make pagtag@ursuant to the Tax Receivable Agreement tieawill enter into with
NuDevco Retail Holdings, NuDevco Retail and Spadtd€o in connection with this offering. Except iases where we elect
terminate the Tax Receivable Agreement early, #reReceivable Agreement is terminated early dweeitain mergers or other
changes of control or we have available cash hiuiofanake payments when due, generally we mayt ébedefer payments due
under the Tax Receivable Agreement if we do notetawailable cash to satisfy our payment obligatiomder the Tax Receivable
Agreement or if our contractual obligations limitrability to make these payments. Any such defepayments under the Tax
Receivable Agreement generally will accrue interéstve were to defer substantial payment obligaionder the Tax Receivable
Agreement on an ongoing basis, the accrual of thbigations would reduce the availability of cdshother purposes but we
would not be prohibited from paying dividends om @lass A common stock. See “Risk Factors—Riskafedlto the Offering
and our Class A Common Stock—We will be requirethike payments under the Tax Receivable Agreeregeftain tax
benefits we may claim, and the amounts of such payscould be significant,” “Risk Factors—Risks &ed to the Offering and
our Class A Common Stock—In certain cases, paymearder the Tax Receivable Agreement may be acteteeand/or
significantly exceed the actual benefits, if ang, iealize in respect of the tax attributes sulifpthhe Tax Receivable Agreement”
and “Certain Relationships and Related Party Tietiesss—Tax Receivable Agreement.”
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Historical Cash Flows

Our cash flows were as follows for the respecti@gquls (in millions):

Year Ended Three Months
December 31, Ended March 31,
2012 2013 2013 2014
(restated)
Net cash provided by operating activities $44.1 $44.5 $17.9 $6.2
Net cash used in investing activities $1.6 $15 $ — $0.8
Net cash used in financing activities $39.9 $42.4 $22.2 $7.9

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

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

Cash Flows Used in Investing ActivitieNet cash used in investing activities was $1 Mianifor the year ended December 31,
2012 and $1.5 million for the year ended Decemhie813. The $0.1 million decrease in cash uséaviesting activities was
primarily attributable to decreased capital expemds.

Cash Flows Used in Financing Activitieblet cash used in financing activities was $39illan for the year ended December 31,
2012 and $42.4 million for the year ended Decer8lie2013. The increase was primarily attributablentreased member
distributions of $48.9 million partially offset bgcreased borrowings of $40.5 million on our wotkizapital credit facility.

Three Months Ended March 31, 2014 Compared to tieeTMonths Ended March 31, 2013

Cash Flows Provided by Operating Activitiedet cash provided by operating activities was.$idillion for the three months
ended March 31, 2013 and $6.2 million for the thremths ended March 31, 2014. The decrease inflcagh from operating
activities was driven by an increase in accourgsiv@ble of $28 million, driven by higher custonpeicing, offset by lower
customer sales volumes. The increase in accourds/adble was offset by the increase in accountalgayof $25 million.
Additionally, accounts receivable-affiliates incsed $5 million and there was a $5 million increiaseustomer acquisition costs.

Cash Flows Used in Investing ActivitieNet cash used in investing activities was leas 80.1 million for the three months en
March 31, 2013 and $0.8 million for the three marghded March 31, 2014. This increase was primattilibutable to increased
capital expenditures.

Cash Flows Used in Financing Activitieblet cash used in financing activities was $22ilian for the three months ended
March 31, 2013 and $7.9 million for the three marghded March 31, 2014. This decrease was prinmgtiiputable to increased
borrowings on our working capital credit facility.
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Credit Facility

Prior to this offering, SE and SEG were co-borrauander an $80 million revolving working capitagdit facility with a maturity
date of July 31, 2015. The total amounts outstandmder this facility as of December 31, 2012 a@#i®include distributions to
the common control owner to fund unrelated openstiaf an affiliate.

We will borrow approximately $10.0 million underranew revolving credit facility at the closing difi$ offering to repay in full
the portion of outstanding indebtedness under otreat credit facility that SEG and SE have agitedde responsible for pursui
to the interborrower agreement. The remainder dglitedness outstanding under our current crediityawill be paid down by
our affiliate with its own funds in connection withe closing of this offering pursuant to the tewhshe interborrower agreement.
Following this repayment, our current credit fagilvill be terminated. We expect to have approxeha$15.0 million in letters ¢
credit issued following this offering.

Spark HoldCo, SE and SEG (the “Co-Borrowers”) apdrg Energy, Inc., as guarantor, expect to entertire new $70.0 million
senior secured revolving working capital crediilfgc(the “Senior Credit Facility”) with a matustof two years from the closing
of this offering. If no event of default has ocadrthe Co-Borrowers have the right, subject to@g by the administrative
agent and certain lenders, to increase the borgoeapacity under the new revolving credit facitiyup to $120.0 million. SG
Americas Securities, LLC will act as lead arrangete bookrunner and administrative agent unde#reor Credit Facility,
which will be available to fund expansions, acdiosis and working capital requirements for our agiens and general corporate
purposes, including member distributions.

At our election, interest will be generally detenetl by reference to:

* the Eurodollar rate plus an applicable margin ofaip.0% per annum (based upon the prevailingzatithn);

* the alternate base rate plus an applicable mafgip o 2.0% per annum (based upon the prevailiitigation). The
alternate base rate is equal to the highest &dgjété Générale’s prime rate, (ii) the federabiBirate plus 0.5% per
annum, or (iii) the reference Eurodollar rate @u3%; or

* the rate quoted by Société Générale as its cdahdk for the requested credit plus 2.:-2.50% per annun

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

We will pay an annual commitment fee of 0.375% &0 on the unused portion of the Senior CreditiFadepending upon the
unused capacity. The lending syndicate under theoEEredit Facility is entitled to several additad fees including an upfront
fee, annual agency fee, and fronting fees basedpmncentage of the face amount of letters of tpadiable to any syndicate
member that issues a letter a credit.

The Senior Credit Facility will be secured by tlapital stock of SE, SEG and the Co-Borrowers’ pmeaead future subsidiaries,
all of the Co-Borrowers’ and their subsidiaripsésent and future property and assets, includingumts receivable, inventory s
liquid investments, and control agreements relainigank accounts.

The Senior Credit Facility also will contain covetathat, among other things, will require the rremance of specified ratios or
conditions as follows:

Maximum Leverage Rat. Spark Energy, Inc. must maintain a consolidatagimum senior secured leverage ratio, consisting C
total liabilities to tangible net worth of not mattean 7.0 to 1.0, at any time.
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Minimum Net Working Capit:z. Spark Energy, Inc. must maintain minimum consabd net working capital at all times equal to
the greater of (i) 20% of the aggregate commitmentger the Senior Credit Facility, and (i) $12,0mD.

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

The borrowing base is calculated primarily base@@®0% of the value of eligible accounts receieadid unbilled product sales
(depending on the credit quality of the counteiipajtand inventory and other working capital assdte Co-borrowers under the
Senior Credit Facility must prepay any amountstanting under the Senior Credit Facility in excesthe borrowing base (up to
the maximum availability amount).

In addition, the Senior Credit Facility will contetustomary affirmative covenants. The covenanlisnelude delivery of
financial statements and other information (inahgdany filings made with the SEC), maintenanceropprty and insurance,
maintenance of holding company status at Sparkdynérc., payment of taxes and obligations, malteoanpliance with laws,
inspection of property, books and records and audge of proceeds, payments to bank blocked atx;awstice of defaults and
certain other customary matters. The Senior Creatitlity will also contain additional negative conats that will limit our ability
to, among other things, do any of the following:

® incur certain additional indebtedne

® grant certain liens

®* engage in certain asset dispositic

®* merge or consolidat

* make certain payments, distributions, investmeatdguisitions or loan:

* enter into transactions with affiliate

* make certain changes in our lines of businessauating practices, except as required by GAARsUICCESSO
* store inventory in certain locatior

* place certain amounts of cash in accounts not sutgjecontrol agreement
* amend or modify billing services agreements andidents;

¢ amend or modify our risk management and creditgp

* engage in certain prohibited transactic

* enter into burdensome agreements;

* act as a transmitting utility or as a utili

Certain of the negative covenants listed abovesalpgect to certain permitted exceptions and allm&an

Spark Energy, Inc. will be entitled to pay cashaiwds to the holders of the Class A common stockSpark HoldCo will be
entitled to make cash distributions to NuDevco asdo long as: (a) no default exists or would tdsoin such a payment; (b) the
Co-Borrowers are in pro forma compliance with adhhcial covenants before and after giving effecuch payment and (c) the
outstanding amount of all loans and letters of itidokes not exceed the borrowing base limits. SptrkiCo’s inability to satisfy
certain financial covenants or the existence ofvent of default, if not cured or waived, under S®nior Credit Facility could
prevent us from paying dividends to holders of Glass A common stock.

The Senior Credit Facility contains certain custpnrapresentations and warranties and events afutteEvents of default
include, among other things, payment defaults,dives of representations and warranties, covenant
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defaults, cross-defaults and cross-acceleratiaetiain indebtedness, certain events of bankruptayain events under ERISA,
material judgments in excess of $2.5 million, darvents with respect to material contracts, daduasserted failure of any
guaranty or security document supporting the Sedredit Facility to be in full force and effect aokdanges of control. If such an
event of default occurs, the lenders under thedB&riedit Facility would be entitled to take varsoactions, including the
acceleration of amounts due under the facility alhdctions permitted to be taken by a secureditoned

Summary of Contractual Obligations

The following table discloses aggregate informatbout our contractual obligations and commer@atmitments as of
December 31, 2013 (in millions):

Less than More than
Total 1 year 1-3 Years 3-5 Years 5 years
Operating leases ) $ 2.7 $ 1.6 $ 1.1 $— $—
Purchase obligations:

Natural gas and electricity related purchase

obligations 2 $19.1 $11.7 $ 7.4 $— $—

Pipeline transportation agreements 21.3 6.3 5.4 3.7 5.9

Other purchase obligations (3) 5.6 0.8 4.8 = e

Total purchase obligations $46.0 $18.8 $17.6 $3.7 $5.9

Debt $27.5 $27.5 $ — $— $—

(1) Included in the total amount are future minimummants for office and other operating lea:

(2) The amounts represent the notional value afrahtyas and electricity related purchase contithetisare not accounted for as derivative
financial instruments recorded at fair market vasehe company has elected the normal purchasgaheale exception, and therefore
are not recognized as liabilities on the combingldiice shee

(3) The amounts presented here include contracts lforgoservices and other software agreeme

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.

Effects of Inflation

Inflation in the United States has been relatively in recent years and did not have a materiabichpn our results of operations
for the years ended December 31, 2013 and 201 fharttiree months ended March 31, 2014. Althouglnipact of inflation has
been insignificant in recent years, a high ratmfidéition in the future may affect our ability toaimtain current levels of gross
margin and selling, general and administrative expe as a percentage of revenue if we are unal#fi¢ot any increased costs
revenue in the prices we charge for our services.

Critical Accounting Policies and Estimates

Our significant accounting policies are describedlote 2 to our audited combined financial statesarcluded elsewhere in this

prospectus. We prepare our financial statementeriformity with accounting principles generally apted in the United States
America and pursuant to the rules and regulatiétisso0SEC, which

91



Table of Contents

require us to make estimates and assumptionsfthat the amounts reported in the financial stateimand accompanying
footnotes. Actual results could differ from thostimates. We consider the following policies tate most critical in
understanding the judgments that are involved @pg@ring our financial statements and the uncergsitihat could impact our
financial condition and results of operations.

Revenue Recognitic

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

(3) the buyer’s price is fixed or determinable @§hdcollection is reasonably assured. Utilizingsdaeriteria, revenue is recognizec
when the natural gas or electricity is delivereichiiarly, cost of revenues is recognized when thmodity is delivered.

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

The cost of natural gas and electricity for salestail customers is based on estimated supplynvedufor the applicable reporting
period. In estimating supply volumes, we consitierdffects of historical customer volumes, weathetors and usage by
customer class. Transmission and distribution defivees, where applicable, are estimated usingdahee method used for sales
to retail customers. In addition, other load redatests, such as ISO fees, ancillary services emglwable energy credits are
estimated based on historical trends, estimateplgwplumes and initial utility data. Volume estitea are then multiplied by the
supply rate and recorded as retail cost of revemutge applicable reporting period.

Our asset optimization activities, which primaiihglude natural gas physical arbitrage and othertshrm storage and
transportation opportunities, meet the definitibtrading activities and are recorded on a netdiasihe combined statements of
operations in net asset optimization revenues@snad by FASB ASC 81%)erivatives and Hedging.

Accounts Receivab

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

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

In markets that do not offer POR services or wherctoose to directly bill our customers, certaicoants receivable are billed
and collected by us. We bear the credit risk osdleccounts and record an appropriate
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allowance for doubtful accounts to reflect any éssdue to non-payment by customers. Our customeiladgividually
insignificant and geographically dispersed in thesekets. We write off customer balances when vievmethat amounts are no
longer collectible and when we have exhausted e#ima to collect these receivables.

Capitalized Customer Acquisition Costs

Capitalized customer acquisition costs consist grily of hourly and commission based telemarketiagts, door-to-door agent
commissions and other direct advertising costsciestsal with proven customer generation, and aréadeed and amortized over
the estimated two-year average life of a customexccordance with the provisions of the Financied¢@unting Standards Board
(“FASB”) Accounting Standards Codification (“ASCTpopic 340-20, Capitalized Advertising Costs.

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

Accounting for Derivative and Hedging Activit

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

All derivatives, other than those for which an gxeen applies, are recorded in the combined balaheets at fair value.
Derivative instruments representing unrealized gaie reported as derivative assets while derwatistruments representing
unrealized losses are reported as derivative iligsil We have elected to offset amounts on thebioed balance sheets for
recognized derivative instruments executed withstmae counterparty under a master netting arrange@ae of the exceptions
to fair value accounting, normal purchases and absales, has been elected by us for certain desmvimstruments when the
contract satisfies certain criteria, including guieement that physical delivery of the underlyommmodity is probable and is
expected to be used in normal course of businedailRevenues and retail cost of revenues reguftom deliveries of
commodities under normal purchase contracts andalales contracts are included in earnings dirtie2of contract settlemel

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

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

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

We have historically designated a portion of oundgive instruments as cash flow hedges for acttogmpurposes. For all
hedging transactions, we formally document the legdgansaction and its risk management objectidgesdrategy for undertakil
the hedge, the hedging instrument, the natureeofigk being hedged, how
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the hedging instrument’s effectiveness in offsettime hedged risk will be assessed prospectivalyraimospectively, and a
description of the method used to measure ineffectdss. We also formally assess, both at the ilmcept the hedging transacti
and on an ongoing basis, whether the derivativatsaite used in hedging transactions are highlcein offsetting changes in
cash flows of hedged transactions. For derivatiggruments that are designated and qualify asopartash flow hedging
transaction, the effective portion of the gainassl on the derivative is reported as a componenthef comprehensive income
and reclassified into earnings in the same periqeedods during when the hedged transaction affeatnings. Gains and losses
on the derivative representing either hedge inéffecess or hedge components excluded from thesssat of effectiveness are
recognized in current earnings. Hedge accountidgsontinued prospectively for derivatives thaaseto be highly effective
hedges or if the occurrence of the forecasted i is no longer probable.

Effective July 1, 2013, we elected to discontinedde accounting prospectively and began to ret@rdhianges in fair value
recognized in the combined statement of operatiotise period of change. Because the underlyingstietions were still probak
of occurring, the related accumulated other comgmsive income was frozen and recognized in earraadgie underlying hedged
item was delivered. As of December 31, 2013, werttadains or losses on derivatives that were dasighas qualifying cash
flow hedging transactions recorded as a comporfaataumulated other comprehensive income, as ellipusly deferred gains
and losses on qualifying hedge transactions wetagsified into earnings during the year ended bez 31, 2013 when the
associated hedged transactions were recordedamings.

Contingencies

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

Liabilities for loss contingencies arising fromiota, assessments, litigation, finpgnalties and other sources are recorded wt
is probable that a liability has been incurred trelamount can be reasonably estimated.

Quantitative and Qualitative Disclosures about Marlet Risk

Market risks relating to our operations result @ity from changes in commaodity prices and interagts, as well as counterpa
credit risk. We employ established policies anccpdures to manage our exposure to these risksnéi@ information, please see
our combined financial statements and the noteetihéncluded elsewhere in this prospectus.

Commaodity Price Risk

We hedge and procure our energy requirements faotows wholesale energy markets, including botrsjua and financial
markets and through short and long term contré&uts financial results are largely dependent omtlaegin we are able to realize
between the wholesale purchase price of naturadugdlectricity plus related costs and the retl#s price we charge our
customers. We actively manage our commodity pigieby entering into various derivative or nderivative instruments to hec
the variability in future cash flows from fixed-pd forecasted sales and purchases of natural dasletricity in connection with
our retail energy operations. These instrumenisidecforwards, futures, swaps, and option contrimatied on various exchanges,
such as NYMEX and Intercontinental Exchange, or,I&@Ewell as over-the-counter markets. These odstraave varying terms
and durations, which range from a few days to ayfears, depending on the instrument. Our assan@aiion group utilizes
similar derivative contracts in connection withtitading activities to attempt to generate increfalegross margin by effecting
transactions in markets where we have a retall
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presence. Generally, any of such instruments tieatatered into to support our retail electricitg anatural gas business are
categorized as having been entered into for natifigapurposes, and instruments entered into foroéimgr purpose are
categorized as having been entered into for traglimgoses.

We have adopted risk management policies to measur&imit market risk associated with our fixedeprportfolio and our
hedging activities. For additional information redjag our commodity price risk and our risk managatmpolicies, please see “—
Factors Affecting Our Results of Operations—CommpoBrice Risk and the Effectiveness of our Risk Egegment Prograngnd
“Business—Risk Management.”

We measure the commaodity risk of our non-tradingrgy derivatives using a sensitivity analysis onmet open position. As of
December 31, 2013, our Gas Non-Trading Fixed Fjgen Position (hedges net of retail load) was at gusition of 167,740
MMBtu. An increase in 10% in the market prices (NEX) from their December 31, 2013 levels would hdeereased the fair
market value of our net non-trading energy portfoly $0.1 million. Likewise, a decrease in 10%he market prices (NYMEX)
from their December 31, 2013 levels would havedased the fair market value of our non-trading g@neerivatives by $0.1
million. As of December 31, 2013, our ElectricitpTrading Fixed Price Open Position (hedges nettail load) was a long
position of 30,624 MWhs. An increase in 10% in filnevard market prices from their December 31, 2@l/@ls would have
increased the fair market value of our net nonitig@nergy portfolio by $0.3 million. Likewise, @ctease in 10% in the forward
market prices from their December 31, 2013 levealgld have decreased the fair market value of oartrexding energy
derivatives by $0.3 million.

We measure the commodity risk of our trading enelgyvatives using a sensitivity analysis on ourapeen position. As of
December 31, 2013, our Gas Trading Fixed Price (Gjuesition was a long position of 285,000 MMBtu. écdease in 10% in the
market prices (NYMEX) from their December 31, 204&ls would have decreased the fair market valweiotrading energy
derivatives by $0.1 million. Likewise, an increase.0% in the market prices (NYMEX) from their Deceer 31, 2013 levels
would have increased the fair market value of cagting energy derivatives by $0.1 million.

Credit Risk

In many of the utility services territories where wonduct business, POR programs have been ektahlishereby the local
regulated utility offers services for billing thastomer, collecting payment from the customer amaiitting payment to us. This
service results in substantially all of our credik being linked to the applicable utility and notour end-use customer in these
territories. For the year ended December 31, 2@d@roximately 47% of our retail revenues were agtifrom territories in which
substantially all of our credit risk was directigked to local regulated utility companies, alidfich had investment grade ratings
as of such date. During the same period, we paisktiocal regulated utilities a weighted averagedlint of less than 1.0% of
total revenues for customer credit risk. In cert#ithe POR markets in which we operate, the igditimit their collections
exposure by retaining the ability to transfer @rdplent account back to us for collection whenezlbns are past due for a
specified period. If our collection efforts are unsessful, we return the account to the local iggdl utility for termination of
service. Under these service programs, we are egposcredit risk related to payment for servieasdered during the time
between when the customer is transferred to ubdojotal regulated utility and the time we retura tustomer to the utility for
termination of service, which is generally onevto tbilling periods.

In nonPOR markets, we manage customer credit risk thréarghal credit review, in the case of commerciatomers, and crec
score screening, deposits and disconnection fopagyment, in the case of residential customers.bi@drdebt expense for eacl
the year ended December 31, 2013 and the threedhmentled
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March 31, 2014 was less than 1.0% of retail revendeonomic conditions may affect our customerditglio pay bills in a
timely manner, which could increase customer delimgies and may lead to an increase in bad debhegp

We are exposed to wholesale counterparty crediimisur retail and asset optimization activitidge manage this risk at a
counterparty level and secure our exposure witlatshl or guarantees when needed. At Decemb&®B, approximately 82%
of our total exposure of $12.5 million was eithéttvan investment grade customer or otherwise selcwith collateral.

Interest Rate Ris

We are exposed to fluctuations in interest rateleuour variable-price debt obligations. Priorhis toffering, SE and SEG were
co-borrowers under an $80 million variable rateotemg working capital credit facility with a matity date of July 31, 2015,
under which $27.5 million of variable rate indebteds was outstanding as of December 31, 2013. Bestte average amount
our variable rate indebtedness outstanding duhiag/éar ended December 31, 2013, a 1% percents®ir interest rates would
have resulted in additional interest expense of@pmately $275,000 for the year. This prior crdditility will be terminated in
connection with the closing of this offering anda8pHoldCo’s entry into the Senior Credit Facilifyhe Senior Credit Facility

will bear interest at a variable rate. We do natexntly employ interest rate hedges, although wg am@ose to do so in the future.
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BUSINESS

We are a growing independent retail energy sendoegpany founded in 1999 that provides resideatidl commercial customers
in competitive markets across the United Statels ant alternative choice for their natural gas dadtecity. We purchase our
natural gas and electricity supply from a varidtyvbolesale providers and bill our customers maontbf the delivery of natural
gas and electricity based on their consumptioritla¢iea fixed or variable price. Natural gas aretticity are then distributed to
our customers by local regulated utility companiesugh their existing infrastructure.

As of May 31, 2014, we operated in 46 utility seevterritories across 16 states and had approxyr2@&,600 residential
customers and 17,800 commercial customers, whittshates to over 392,500 residential customer afprits (“RCEs”)An RCE
is an industry standard measure of natural gakeotrigity usage with each RCE representing annaasumption of 200 MMbtu
of natural gas or 10 MWh of electricity. We adde@o44,800 customers, net of attrition, duringfite five months of 2014. For
the year ended December 31, 2013, approximately &Q8ar retail revenues were derived from the sélelectricity, and the
remainder were derived from the sale of natural gas

We believe our business model is scalable, andlgjective is to maximize profitability while proagtly managing the risks
inherent in our business. To achieve this objectiveactively manage our customer base to alloedéd energy sales between
natural gas and electricity based on existing eetigping market dynamics. In addition, the divergit our customer base across
geography, commodity and product offerings allowgaumitigate risk and react to changes in thdlret@rgy environment so tt
we can quickly shift our focus and redirect ourtooger acquisition plan towards more profitable apymaties, resulting in
enhanced cash-flow stability.

We believe that our management team has develapeflextive proprietary customer acquisition artémgon model. We
identify and acquire customers on a cost-effedba®is through a variety of sales channels, inctudiwor-to-door vendors,
outbound telephone marketing vendors, our inbowstioener care call center and online marketing. \&f@ ase email, direct me
affinity programs, direct sales, brokers and camsis. Our marketing team continuously evaluatestfectiveness of each
customer acquisition channel and makes adjustnieotsler to achieve our targeted growth and retuies strive to attract new
customers with competitive product offerings that tilored to particular customer demographicsedmcustomer is acquired,
we apply a proprietary evaluation and segmentairooess to optimize value both to us and the custowie analyze historical
usage, attrition rates and consumer behaviorseoifggally tailor competitive products that aimn@aximize the total expected
return from energy sales to a specific customeichvive refer to as customer lifetime value.

We actively manage the commaodity price risk inhenemur business. Our commodity risk managemeatesyy is designed to
hedge substantially all of our forecasted natuaal @nd electricity volumes on our fixed-price costo contracts as well as a
portion of the near-term volumes on our variabliegcustomer contracts. Our lmouse energy supply team, which is comprise
18 experienced energy supply chain professionasages our commaodity risk by monitoring marketwtgtiand engaging in
commodities transactions that are designed to hedglee extent practicable, our commodity pricpasure at any given time.
The efficacy of our risk management program magdbheersely impacted by unanticipated events and ¢bat we are not able to
effectively hedge, including abnormal customeritadtr and consumption, certain variable costs aased with electricity grid
reliability, pricing differences in the local matkdor local delivery of commaodities, unanticipaggents that impact supply and
demand, such as extreme weather, and abrupt chamtipesmarkets for, or availability or cost ofydincial instruments that help
hedge commaodity price. To mitigate these limitagioour in-house energy supply team uses histattaion models to estimate
customer attrition and proprietary weather
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services to estimate forecasted volumes. We sefektteer mitigate the risk of extreme seasonal n@Uluctuation by purchasing
in advance additional supply for those periods withhighest potential for volatility.

Our in-house energy supply team also identifiesledale natural gas arbitrage opportunities in awetjon with our retail
procurement and hedging activities, which we rédeas asset optimization. These opportunities walde (i) optimizing the
unused portion of storage and transportation aafietsated to us by the local regulated utilitystgoport our retail load;

(i) capturing physical arbitrage opportunitiesngsshort or long-term transportation capacity; @iidmaximizing our credit
capacity by purchasing gas from affiliates anddtipiarties and selling it at the same location tnterparties for whom we
normally purchase retail supply. For additionabdleegarding our asset optimization activitieggsde see “—Our Operations—
Asset Optimization.”

We actively manage our customer credit risk throaglariety of strategies. In many of the utility\dees territories where we
conduct business, the local regulated utility affeervices for billing the customer, collecting p@nt from the customer and
remitting payment to us. This service results ibssantially all of our credit risk being linked tioe applicable utility and not to ¢
end-use customer in these territories. For the geded December 31, 2013, approximately 47% ofetail revenues were
derived from territories in which substantially aflour credit risk was directly linked to locabdated utility companies, all of
which had investment grade ratings as of such @ateng the same period, we paid these local regdlatilities a weighted
average discount of less than 1.0% of total revefarecustomer credit risk. In markets where treal@egulated utilities are not
responsible for customer credit risk, we attemphsmage this risk through formal credit reviewthia case of commercial
customers, and credit screening, deposits an@nie snarkets, disconnection for non-payment, ircdse of residential
customers.

We generated net income of $31.4 million and $26illion and Adjusted EBITDA of $33.5 million and 84 million for the
years ended December 31, 2013 and 2012, respgctia a definition of Adjusted EBITDA and a recdiation to its mos'
directly comparable financial measures calculateti@esented in accordance with GAAP, please seesplectus Summary—
Non-GAAP Financial Measures.” Please see “SelectetbHitsl and Unaudited Pro Forma Combined Finaraal Operating
Data.”

We intend to pay a cash dividend each quarter litelh® of our Class A common stock to the extenhewe cash available for
distribution to do so. Our targeted quarterly dénd will be $0.3625 per share of Class A commoaokstor $1.45 per share on an
annualized basis, which amount may be raised oeredvin the future without advance notice. Pleasé‘€ash Dividend Policy.”

Business Strategies

Our principal business objectives are to mainttable cash flows and to grow our business by addirstomers and optimizing
our existing customer base. We expect to achiessetbbjectives by executing the following strategie

* Continued focus on operational diversification, gganargin optimization and customer lifetime ve. We plan tc
continue to focus our efforts on diversificationaoir customer base and optimization of gross margthcustomer
lifetime value in order to maintain stable castwlo Maintaining diversity in our customer base asrgeography,
commodity and product offerings allows us to mitégesk, quickly react to changes in the retailrggeenvironment
and redirect our customer portfolio towards moifable and customer val-enhancing opportunitie

* Pursue growth opportunities in our existing retnergy marketsWe added over 44,800 customers, net of attrition,
during the first five months of 2014. We plan tottioue to grow our retail energy customer baseiwithur existing
markets using the full range of marketing resouesaslable to us. We will continue to adjust ourketing model
based on our estimations of cost, customer quatitymarket opportunitie
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Expansion into additional competitive markets hi@sent attractive opportunitieOver the past three years, we h
entered five new utility service territories and,ad May 31, 2014, we are active in 46 utility $eevterritories across 16
states. To complement our growth in our existingkais, we will selectively expand into new compeditstates and
utility service territories that we believe presantattractive mix of supply, supportive regulatenvironments,
potential customers and attractive customer vatapgsitions

Focus on creating innovative producWe will continue creating innovative and compestjproduct offerings that a
responsive to changing market dynamics and custderaand. Our flexible business model enables ussizond
quickly to changing market dynamics and customedsgenhancing the profitability of our business. #&ample, we
recently launched a successful, green, flat-ratigrabgas product in certain of our markets thajtes the customer
with price security while preserving the environimas we retire carbon offsets on the custcs behalf,

Expanding our green energy busineWe are actively developing and offering green potslthat allow our customers
to choose environmentally conscious options ratten the traditional energy supply offered by theal utility. Greer
energy products are a growing market opportunitytgpically provide increased unit margins as altesf less
competition. We currently offer renewable electyiéh all of our electricity markets and carbon tralnatural gas in
several of our gas marke

Pursue prudent risk management policWe have implemented stringent corporate risk padigind procedures
relating to the purchase and sale of natural gdshattricity, credit and collection functions ageheral risk
management. Our management believes that our aslagement policies enable us to operate with aikkprofile
and achieve stable operating rest

Pursue opportunistic strategic acquisitioWe intend to pursue growth through strategic adtipiis of other retail
energy providers, their customer bases or otheptamentary businesses. Given the current fragmeatetscape in
the retail energy industry, we believe that siguaifit opportunities for consolidation will arisegdame intend to review
and opportunistically pursue acquisitions that @né®pportunities for long-term accretion to ousibess. We do not
currently have any plans to make any acquisitibngjever, we continuously evaluate potential actjaisi
opportunities. We intend to focus on acquisitidreg fallow us to grow our customer base on a-effective basis

Competitive Strengths

We believe we can successfully execute our busstegtegies because of the following competitiversjths:

Diversification across customer base, commodity nodluct offeringsOur diversified business model allows us to
mitigate risk, quickly react to changes in theitetaergy environment and redirect our custometfplio towards more
profitable opportunities in order to enhance cdwiv Btability and grow our business. Specificallye believe that the
diversity in our business provides the followingeBts as they relate to geography and commodidypraduct
offerings:

* Diverse geographic operatiot. Our geographic diversity in 46 utility servicertmories across 16 states as
May 31, 2014 reduces our dependence on any orieytartmarket for growth or profitability. Also, weelieve
that the combination of this broad footprint arekible business model enables us to quickly reactarket
opportunities in a particular area by acceleratingfomer acquisition efforts and leveraging exgtmarket
knowledge to quickly enter into new markets as opymities arise. We believe that our geographierdiity also
provides the following additional benefi

* reduced risk of material impact from a regulatdmgrege in a single jurisdictio
* reduced risk of material impact from extreme reglomeather pattern:
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* reduced concentration of delivery risk associatél daily balancing gas marke
* reduced concentration of supply price risk in aastipular electricity market; ar

the ability to leverage natural gas storage antsprartation assets in one market against supplyireegents
in another marke

* Diverse product and commodity offerinBy offering a range of products, we are able taattcustomers across
a breadth of segments. Our portfolio of productifigs includes a variety of commodities (natuesd gnd
electricity), contract types (variable-price momdhmonth or up to 36-month fixed-price) and prodeettures
(green energy, price certainty and cost savingsj.ability to provide customers with multiple opt®
differentiates us from other independent retairgpaservices companie

* Our effective customer acquisition and retentiordei@nables us to optimize customer lifetime v. We believe the
our management team has developed an effectiveipiayy customer acquisition and retention modat gillows us to
cost-effectively identify and acquire customerotigh a variety of marketing and sales channelgjaiukly make
necessary adjustments in order to optimize theevafuhose customers. We attract new customersagitipetitive
product offerings that are tailored to particulastomer demographics. Once we acquire a custoneeanalyze
historical usage, attrition rates and consumer\aehato specifically tailor competitive productgended to maximize
overall customer lifetime valu

®* Ourin-house energy supply team enables us to @aimargin by lowering our energy supply cosiair in-house
energy supply team attempts to achieve lower ensugply costs through effective hedging stratetfiatleverage
long-term relationships with numerous creditworsippliers. In addition, having an in-house teamwvas! us to
optimize our retail allocated storage and transpion assets in order to further reduce our cosupply. Our in-house
energy supply team also seeks to increase margitelyifying wholesale natural gas arbitrage opyaittes in
conjunction with our retail procurement and hedguatvities.

* Adaptable and scalable business mc. Our flexible business model enables us to adaipgkly to market changes a
capitalize on opportunities. For instance, if dipatar market imposes costly regulatory burdeias tould affect our
profitability, we can immediately begin shiftingsmurces into other markets so that our customarisitign
expenditures are spent on higher margin opporasmi®@ur business model is also designed to inef@th organic
growth and strategic acquisitions efficiently. We aurrently implementing an outsourced, hostddgiand
transaction platform that aims to address all aftack office functions consistently across all kess. We expect the
implementation to be completed by the end of 201d.believe these enhancements will improve theabday of our
back office processes and should also allow usidon@w customers organically or through strategguisitions. It will
also allow us to quickly integrate a wider variefyproduct offerings within our existing portfoliGiven our flexibility,
we believe that we can move quickly and bring ausis and products into our system more cost-efiegtihan our
competitors

* Conservative balance sheEbllowing the consummation of this offering, we egpto have approximately $10.0
million of indebtedness outstanding under our n@@.@ million revolving credit facility, as well @approximately $15.
million outstanding in letters of credit. We beleeour liquidity will provide us with the financiélexibility to quickly
and opportunistically take advantage of marketyeautid strategic acquisition opportuniti

* Experienced management te. Each member of our executive management tearovessa decade of seni
management experience in core aspects of the egijy business, including energy risk managemetat] energy
marketing, public company management and mergersiequisitions. Our Chief Executive Officer, Nath&oeker,
has over 10 years of senior management experiartbe
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retail energy industry, including four years witha®k Energy, and our Chief Operating Officer, Adliswall, has 1!
years of experience in operations, IT, customes aad marketing for several retail energy busirees3ar Chie
Financial Officer, Georganne Hodges, has 11 ydaegmerience in senior finance roles in the regagrgy industry

Our Operations
Geographic Diversity

As of May 31, 2014, we operated in 46 utility seevterritories across 16 states and had approxyr2@&,600 residential
customers and 17,800 commercial customers, whictshates to over 392,500 RCEs. We serve naturalugdsmers in 14 states
(Arizona, California, Colorado, Connecticut, Flajdllinois, Indiana, Maryland, Massachusetts, Ntjelm, Nevada, New Jersey,
New York and Ohio) and electricity customers inhgigtates (Connecticut, lllinois, Maryland, Massasgtts, New Jersey, Ne
York, Pennsylvania and Texas).

We will continue to explore profitable expansiorpogunities into new competitive states and contipetutility service territorie
that we believe present an attractive mix of supgiypportive regulatory environments, potentiateon®rs and attractive custor
value propositions. The decision to enter into wewpetitive markets and/or utility service terriésris governed by several
factors, including:

* attractiveness of local regulated utility progrartes, such as billing options and purchases oboust accounts
receivable

* competitive landscap

* regulatory climate

®* market location and size; a

* our ability to provide value to custome

Customer Contracts and Product Offerings
Fixed and variable price contrac

We offer a variety of fixed-price and variable-griservice options to our natural gas and elegtrazistomers. Under our fixed-
price service options, our customers purchase alagas and electricity at a fixed price over tifie &if the customer contract,
which provides our customers with protection agaimsreases in natural gas and electricity pri€as. fixed-price contracts
typically have a term of one to two years for resiial customers and up to three years for comm@lerastomers and most
provide for an early termination fee in the evdrattthe customer terminates service prior to thration of the contract term.
Our variable-price service options carry a montmatanth term and are priced based on our forecéstsderlying commodity
prices and other market factors, including the oetitige landscape in the market and the regulagorironment. For instance, in
a typical market, we offer fixed-price electricpilans for 6, 12 and 24 months and natural gas ftans12 to 24 months, which
may come with or without a monthly service fee and/termination fee. We also offer variable pnegural gas and electricity
plans that offer an introductory fixed price thagienerally applied for a certain number of billeygles, typically two billing
cycles in our current markets, then switches taréable price based on market conditions. Our Bégiglans may or may not
provide for a termination fee, depending on thekaiaand customer type.
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As of May 31, 2014, approximately 59% of our naltgas customers had fixed-price contracts, anddahmining 41% of our
natural gas customers had variable-price contrastef May 31, 2014, approximately 46% of our dlieitty customers had fixed-
price contracts, and the remaining 54% of our algtt customers had variable-price contracts.

Natural Gias Contracts Electricity Contracts

dit

Green products and renewable energy credits

We offer renewable and carbon neutral (“green”dpuais in certain markets. Green energy producta grewing market
opportunity and typically provide increased unitrgias as a result of improved customer satisfadiat less competition.
Renewable electricity products allow customershtmose electricity sourced from wind, solar, hydeotic and biofuel sources,
through the purchase of renewable energy credREC's”). Carbon neutral gas products give custothersption to reduce or
eliminate the carbon footprint associated withrtleeiergy usage through the purchase of carbontaffedits. These products
typically provide for fixed or variable prices agdnerally follow the terms of our other productshwthe added benefit of carbon
reduction and reduced environmental impact. Weettly offer renewable electricity in all of our etacity markets and carbon
neutral natural gas in several of our gas markets.

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

Product Development Proce

We identify market opportunities by developing prarves in each of the markets we serve and camgpiaie market prices and
the price the local regulated utility is offeringye then determine if there is an opportunity iragipular market based on our
ability to create an attractive product that iable to enhance our profitability. The attraatiess of a product from a consunser’
standpoint is based on a variety of factors, indgadverall pricing, price stability, contract tersources of generation and
environmental impact and whether or not the cohpeavides for termination and other fees. Proghuicting is also based on a
variety of factors, including the cost to acquisstomers in the market, the competitive landscaplesapply issues that may af
pricing. We anticipate that we will begin to offaundled products in the third quarter of 2014.

Customer Acquisition and Retention
Sales channels and acquisition of new customers

Once a product has been created for a particuletahave then develop a marketing campaign usiognabination of sales
channels, with an emphasis on door-to-door marfgetivd outbound telemarketing. We
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identify and acquire customers through a varietgdifitional sales channels, including our inbounst@mer care call center,
online marketing, email, direct mail, affinity pmagns, direct sales, brokers and consultants. Wealyp employ eight to ten
vendors under short-term contracts and have netaghinto any exclusive marketing arrangements watidors. Our marketing
team continuously evaluates the effectiveness @t eastomer acquisition channel and makes adjussnerder to achieve
targeted growth and customer acquisition costsatéanpt to maintain a disciplined approach to recpwf our customer
acquisition costs within defined periods. Our pratduricing objectives generally attempt to achiayeayback period on a
customer of twelve months or less, after factonmgnticipated customer attrition.

Our business model is also designed to integratedrganic growth and strategic acquisitions eéfitly. We are currently
implementing an outsourced, hosted billing anddaation platform that aims to address all of owkbatfice functions
consistently across all markets. We expect theémphtation to be completed by the end of 2014. Blieve these enhancements
will improve the scalability of our back office presses and should also allow us to add new custarnganically or through
strategic acquisitions. The enhancements shoubdaditswv us to quickly integrate a wider varietyppbduct offerings within our
existing portfolio. Given our flexibility, we beke that we can move quickly and bring customerspnducts into our system
more cost-effectively than our competitors.

Retaining customers and maximizing customer lieetiadue

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

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

Asset Optimizatio

Part of our business includes asset optimizatitimiies in which we identify opportunities in thatural gas and electricity
wholesale marketplace in conjunction with our lgiedocurement and hedging activities. Many of thenpetitive pipeline choice
programs in which we participate require us aneotbtail energy suppliers to take assignment dfraanage natural gas
transportation and storage assets upstream ofrésgiective city-gate delivery points. With respeabur allocated storage assets,
we are also obligated to buy and inject gas irstimamer season (April through October) and sellvaititdraw gas during the
winter season (November through March). These @seland injection obligations in our allocatedegjerassets require us to
take a seasonal long position in natural gas. Gsgtaoptimization team determines whether markeditons justify hedging
these long positions through additional derivatiamsactions.

Our asset optimization group utilizes these alleddatansportation and storage assets for retaibioes usage and to effect
transactions in the wholesale market based on rmeokelitions and opportunities. Our asset optimizagroup also contracts w
third parties for transportation and storage cdpagcithe wholesale market.
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We are responsible for reservation and demand ebatiributable to both our allocated and thirdypaontracted transportation
and storage assets. Our asset optimization grdligestthese allocated and thiparty transportation and storage assets in a y:
of ways to either improve profitability or optimizeipply-side counterparty credit lines.

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

The asset optimization group historically entergd long-term transportation and storage transastiBrior to 2013, we entered
into several hedging transactions associated Withcapacity. As a result of weathetated pipeline transportation constraints,
hedging strategy for the winter of 2012 through26h one of those transactions involving intertpiptiransportation resulted in
losses that were recognized in late 2012 and 28&3have since revised our risk policies such thiatliusiness is limited to back-
to-back purchase and sale transactions, or opetignsssubject to our aggregate net open positiaitd, which are not held for a
period longer than two months. Further, all additilocapacity procured outside of a utility allooatiof retail assets must be
approved by our risk committee, hedges on our fiamsportation obligations are limited to two yearsess and hedging of
interruptible capacity is prohibited. We will comtie to enter into these opportunistic transactadtes the offering subject to strict
adherence to our revised risk policies.

We also enter into back to back wholesale tranmagtio optimize our credit lines with third-partyeegy suppliers. With each of
our third-party energy suppliers, we have certaintiacted credit lines, within which we are abl@twchase energy supply from
these counterparties. If we desire to purchaselgiygyond these credit limits, we are requiredastgollateral, in the form of
either cash or letters of credit. As we begin tprapch the limits of our credit line with one supplwe may purchase energy
supply from another supplier and sell that supplthe original counterparty in order to reduce metrbuy position with that
counterparty and open up additional credit to precupply in the future. We also perform certaia gearketing services for an
affiliate, whereby we take title to natural gasnfirthe tailgate of the affiliate’s natural gas prssirg plant, sell the natural gas to
third-parties and remit payment to the affiliateaimamount equal to that at which we sold the ahgas to third parties. Our sales
of gas pursuant to these activities also enabte aptimize our credit lines with third-party engrguppliers by decreasing our net
buy position with those suppliers.

Commaodity Supply

We hedge and procure our energy requirements faomows wholesale energy markets, including botrspay and financial
markets and through short and long term contr@uts.in-house energy supply team is responsiblenfamaging our commodity
positions (including energy procurement, capatignsmission, renewable energy, and resource adggeguirements) within
risk tolerances defined by our risk managementgsi We procure our natural gas and electricipirements at various trading
hubs, city gates and load zones. When we procumenaalities at trading hubs, we are responsible éliwery to the applicable
local regulated utility for distribution.

We purchase physical natural gas supply from ntoae 200 counterparties in the wholesale naturahgaget. We periodically
adjust our portfolio of purchase/sales contracsgtaipon continual analysis of our forecasted
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load requirements. Natural gas is then deliveratigdocal regulated utility city-gate or other sified delivery points where the
local regulated utility takes control of the natugas and delivers it to individual customers’ ticas.

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

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

Risk Management

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

The risk committee has control and authority ovkeofeour risk management activities. The risk coittee establishes and
oversees the execution of our credit risk managéepmicy and our commodity risk policy. The risk neement policies are
reviewed at least annually and the risk commitypectlly meets quarterly to assure that we haveviad its policies. The risk
committee also seeks to assure the applicationrofigk management policies to new products thamag offer. The risk
committee is comprised of our Chief Executive Gdficour Chief Financial Officer and our risk managbo meet on a regular
basis as to the status of the risk managemenitagiand positions. We employ a risk manager vapmrts directly to our Chief
Executive Officer and whose compensation is uredléd trading activity. Commaodity positions areitgtly reviewed and
updated daily based on information from our custoda¢abases and pricing information sources. T8iepblicy sets volumetric
limits on intraday and end of day long and shosifians in natural gas and electricity. With redpecspecific hedges, we have
documented a formal delegation of authority delegaproduct type, volumetric, tenor and timing saation limits to the energy
supply managers. The risk manager reports to skecommittee any hedging transactions that exdessktdelegated transaction
limits.

Commaodity Price and Volumetric Risk

Because our contracts require that we delivemiatural gas or electricity requirements to manguwfcustomers and because our
customers’ usage can be impacted by factors sualeather, we may periodically purchase more ordessmodity than our
aggregate customer volumetric needs. In buyinghing excess volumes, we may be exposed to contynpdce volatility. In
order to address the potential volumetric varigpdif our monthly deliveries for fixed-price custers, we implement various
hedging strategies to attempt to mitigate our expas
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Our commodity risk management strategy is desigodedge substantially all of our forecasted volsimme our fixed-price
customer contracts, as well as a portion of the-tegan volumes on our variable-price customer @wity. We use both physical
and financial products to hedge our fixedee exposure. The efficacy of our risk managerpeogram may be adversely impac
by unanticipated events and costs that we arebletia effectively hedge, including abnormal custorattrition and consumptio
certain variable costs associated with electrigitg reliability, pricing differences in the localarkets for local delivery of
commodities, unanticipated events that impact sugpti demand, such as extreme weather, and alfrapges in the markets fi
or availability or cost of, financial instrumentsat help to hedge commaodity price.

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

In addition to our forward price risk managementrapch, described above, we may take further measamreduce price risk a
optimize our returns by (i) maximizing the use tirage in our daily balancing market areas in otdegjive us the flexibility to
offset volumetric variability arising from changeswinter demand; (ii) entering into daily swingnteacts in our daily balancing
markets over the winter months to enable us teeam® or decrease daily volumes if demand incressecreases; and

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

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

Basis Risl

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

Customer Credit Risk

Our credit risk management policies are designéidnio customer credit exposure. Credit risk is raged through participation in
purchase of receivables (“POR") programs in utiigyvice territories where such programs are asaildn these markets, we
monitor the credit ratings of the local regulatéitities and the parent companies of the utilitieat purchase our customer
accounts receivable. We also periodically revieynpent
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history and financial information for the local tégted utilities to ensure that we identify ando@d to any deteriorating trends.
In non-POR markets, we assess the creditworthifassw applicants, monitor customer payment aétisiand administer an
active collections program. Using risk models, mastit experience and different levels of exposareach of the markets, we
monitor our aging, bad debt forecasts and actuhbledt expenses and continually adjust as necessary

In many of the utility services territories where wonduct business, POR programs have been ektahlishereby the local
regulated utility offers services for billing thastomer, collecting payment from the customer amaiitting payment to us. This
service results in substantially all of our credik being linked to the applicable utility and notour end-use customer in these
territories. For the year ended December 31, 2@d@roximately 47% of our retail revenues were agtifrom territories in which
substantially all of our credit risk was directiged to local regulated utility companies, alidfich had investment grade ratings
as of such date. During the same period, we paisktlocal regulated utilities a weighted averagedlint of less than 1.0% of
total revenues for customer credit risk. In cert#ithe POR markets in which we operate, the igditimit their collections
exposure by retaining the ability to transfer @rdplent account back to us for collection whenezlbns are past due for a
specified period. If our collection efforts are unsessful, we return the account to the local ieggdl utility for termination of
service. Under these service programs, we are egoscredit risk related to payment for servieasdered during the time
between when the customer is transferred to ubdojotal regulated utility and the time we retura tustomer to the utility for
termination of service, which is generally onewo billing periods. We may also realize a lossigad-price customers in this
scenario due to the fact that we will have alrefadly hedged the customerexpected commodity usage for the life of the i@

In non-POR markets (and in POR markets where weahagse to direct bill our customers), we managocner credit risk
through formal credit review, in the case of comerarcustomers, and credit score screening, depasd disconnection for non-
payment, in the case of residential customers. a#penew applicants in noROR markets are subject to credit screening poi
acceptance as a customer. We also maintain anaait@vfor doubtful accounts, which represents aimase of potential credit
losses associated with accounts receivable frotomiess within non-POR markets. We assess the adgafighe allowance for
doubtful accounts through review of the aging aftomer accounts receivable and general economditcmrs in the markets th
we serve. Our bad debt expense for each of the yealed December 31, 2013 and 2012 was less #ndf retail revenues.

We have limited exposure to high concentrationsadés volumes to individual customers. For the geded December 31, 2013,
our largest customer accounted for less than 18talfretail energy sales volume.

Counterparty Credit Risk in Wholesale Market

We are exposed to wholesale counterparty credtiimisur retail and asset optimization activitiégée do not independently
produce natural gas and electricity and depend thuahparties for our supply, which exposes usdonterparty credit risk. If the
counterparties to our supply contracts are unabpeetform their obligations, we may suffer lossesluding as a result of being
unable to secure replacement supplies of natusabgalectricity on a timely and cost-effectiveibaw at all. At December 31,
2013, approximately 82% of our total exposure &.$Imillion was either with an investment gradetomser or otherwise secur
with collateral.

Competition

The markets in which we operate are highly comipetitn markets that are open to competitive choicestail energy suppliers,
our primary competition comes from the incumbeiiityitand other independent retail energy

107



Table of Contents

companies. In the electricity sector, these cortyrstinclude larger, well-capitalized energy reteslsuch as Direct Energy, Inc.,
FirstEnergy Solutions Inc., Just Energy Group &madd NRG Energy. We also compete with small lodalirenergy providers in
the electricity sector that are focused exclusiwalycertain markets. Each market has a differemifgof local retail energy
providers. With respect to natural gas, our naticoenpetitors are primarily Direct Energy and Cefiation Energy. Our national
competitors generally have diversified energy platfs with multiple marketing approaches and broaabgaphic coverage simi
to us. Competition in each case is based primarilproduct offering, price and customer service.

The competitive landscape differs in each utilgyvice area and within each targeted customer seigy®eer the last several
years, a number of utilities have spun off thetaifanarketing arms as part of the opening of fetnpetition in these marke!

For the mid-market commercial customer, competitivallenges come from the local regulated utilitg &s affiliated marketing
company, as well as other independents. Howevisrsédgment is still the least targeted segment groan competition primarily
due to the difficulty in estimating customer usage obtaining sufficient margin. The large commedrenstitutional and

industrial segments are very competitive in mostkets with nearly all customers having already shed away from the local
regulated utility to an alternate provider. Natibaffiliated utility marketers, energy producerslasther independent retail energy
companies often compete for customers in this sagrhkstorically, we have not focused on this segine

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

Markets that offer POR programs are generally nsorapetitive than those markets in which retail gggaroviders bear custon
credit risk. Market participants are significarglyielded from bad expense, thereby allowing easitgy into the market. In these
markets, we face additional competition as bartieentry are less onerous.

Seasonality of our Business

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

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

Natural gas accounts for approximately 40% of etail revenues, which exposes us to a high dedreeasonality in our cas
flows and income earned throughout the year asudtref the high concentration of
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heating load in the winter months. We utilize asidarable amount of cash from operations and bangpeapacity to fund
working capital, which includes inventory purchafesn April through October each year. We sell natural gas inventory
during the months of November through March of egedr. We expect that the significant seasonatijyacts to our cash flows
and income will continue in future periods.

Regulatory Environment

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

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

Our participation in natural gas and electricityoldsale markets to procure supply for our retastoemers and hedge pricing risk
is subject to regulation by the Commodity Futuresding Commission, including regulation pursuanh® Dodd-Frank Wall
Street Reform and Consumer Protection Act. In ordeell electricity, capacity and ancillary seegdn the wholesale electricity
markets, we are required to have market-basedulit®rization from FERC (“MBR Authorization”). Weearequired to make
status update filings to FERC to disclose anyiafélrelationships and quarterly filings to FER@amling volumes of wholesale
electricity sales in order to maintain our MBR Aartization.

The transportation and sale for resale of natuaalig interstate commerce have been regulateddnycas of the U.S. federal
government, primarily FERC under the Natural Gas#d 938, the Natural Gas Policy Act of 1978 aedulations issued under
those statutes. FERC regulates interstate natasairgnsportation rates and service conditions;twifects our ability to procure
natural gas supply for our retail customers andybgaticing risk. Since 1985, FERC has endeavor@addice natural gas
transportation more accessible to natural gas bumd sellers on an open and non-discriminatorig bakhough FERC's orders
do not attempt to directly regulate natural gaairstles, they are intended to foster increasetpetition within all phases of the
natural gas industry. As a shipper of natural gagterstate pipelines, we are subject to thosstdte pipelines’ tariff
requirements and FERC regulations and policiesegige to shippers.
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On December 26, 2007, FERC issued Order 704, brfiteaon the annual natural gas transaction ra@prequirements, as
amended by subsequent orders on rehearing. Under @4, wholesale buyers and sellers of more 2i2million MMBtus of
physical natural gas in the previous calendar yealuding natural gas gatherers and marketersy@nerequired to report, on
May 1 of each year, aggregate volumes of naturapgachased or sold at wholesale in the prior clEegear to the extent such
transactions utilize, contribute to, or may conitéto the formation of price indices. It is thepensibility of the reporting entity
to determine which individual transactions showdd&ported based on the guidance of Order 704.r@fdealso requires market
participants to indicate whether they report primeany index publishers, and if so, whether therorting complies with FERC'’s
policy statement on price reporting. As a wholesaiger and seller of natural gas, we are subjettted@eporting requirements of
Order 704.

Changes in law and to FERC policies and regulatioag adversely affect the availability and reliapibf firm and/or
interruptible transportation service on interstafelines, and we cannot predict what future aciBRC will take. We do not
believe, however, that any regulatory changesaffiict us in a way that materially differs from thay they will affect other
natural gas marketers and local regulated utilitiigs which we compete.

Employees

We employed 137 people as of May 31, 2014. We ar@ party to any collective bargaining agreemants have not experienc
any strikes or work stoppages. We consider outiogsia with our employees to be satisfactory. Frometto time we utilize the
services of independent contractors and vendgeerform various services.

Facilities

Our corporate headquarters is located in Houstera3. We believe that our facilities are adequatedr current operations. We
share our corporate headquarters with certain oéfiiliates. Spark Energy Ventures is the lesseeuthe lease agreement
covering these facilities. We pay the entire Igasgment on behalf of Spark Energy Ventures andreeeambursed by our
affiliates for their share of the leased space.

Legal Proceedings

From time to time, we are a party to ongoing lggakeedings in the ordinary course of businessdévieot believe the results of
these proceedings, individually or in the aggregaik have a material adverse effect on our businéinancial condition, results
of operations or liquidity.
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INDUSTRY

Deregulation and Retail Market Overview

Until the 1980s, generation, distribution, salearketing and supply of natural gas and electricitthe United States was largely
conducted by local, publicly-funded companies tiad no competition in their respective marketgshn1980s and 1990s, state
legislatures began passing laws designed to crteateetitive retail sales and supply in the natgesd markets, and the
competitive restructuring of electricity marketstie United States followed approximately a dedaté. According to DNV GL,
electricity sales in competitive markets have iasel from 259 TWh in 2003 to 757 TWh in 2013, repn¢ing an 11.3%
compounded annual growth rate (“CAGR”) over thé thecade.

The graph below from DNV GL highlights the incre@selectricity sales in competitive markets in theited States from 2003
through 2013.

U.S. Competitive Electricity Sales Market Size (2082013)
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Source: DNV GL Q4 2013 Retail Energy Outlook.

As of December 31, 2013, 20 states and the Digifi€olumbia allow some form of customer choicedtactricity supply
(according to DNV GL) and 21 states and the DistfcColumbia have passed legislation or adoptedams that allow
customers to purchase natural gas from retail gr@mpanies other than the local regulated utfitycording to the EIA). In
states and service territories where retail cortipatis allowed, customers may choose from licenmediders of the energy
commodity. The competition among retail energy $ieppprovides a variety of service plans that gesidential and commercial
consumers flexibility in their energy purchasese Bvailability and characteristics of product dfigs by retail energy companies
vary widely.
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The following map identifies the states that haseged legislation to create competitive marketisghamit energy retailers to sell
natural gas and/or electricity.

United States Electricity and Natural Gas Deregulabn

SourceDNV GL, EIA.

Energy retailers typically provide customers withaaiety of fixed-price and variable-price servaggions for varying periods of
time. In general, large commercial and industristomers are serviced by more complex, structunedyg supply contracts with
terms of up to five years. By contrast, residerdiad small commercial customers are typically sexviby short-term, month-to-
month variable-price contracts or fixed-term, fixaite contracts with terms of up to three yeamsn& energy retailers focus on
only one customer segmenrg.g., residential), while others focus on the full gpem of customers. Energy retailers can sell bott
natural gas and electricity to the same custonmestaites that allow retail energy sales for bothroodities and where they are
licensed to sell both products.

Unlike local regulated utility companies whose saee regulated and approved by the state puliity commissions, or PUCs,
energy retailers’ rates for retail natural gas eledtricity supply in restructured markets are dateed by a variety of factors,
including, but not limited to, wholesale commoditysts, transportation and storage costs, chargdsebpdependent system
operator (“ISQ”), individual customer consumptiaofiles, competitive forces, applicable rules aegulations and the business
objectives of market participants.
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Natural Gas Industry
Overview

The natural gas industry provides for the sourcéigpping, storage and distribution of natural gasnd-use customers. There are
three primary components of the natural gas inglustr

Production and ProcessinNatural gas is produced from domestic and inteonatinatural gas and crude oil wells, processed al
then transported across North America, typicallyadntinental and intercontinental pipelines. Matural gas that is consumed
in North America is also produced in North Ameriahough a small percentage is imported in thenfof liquefied natural gas
("LNG"). Natural gas producers sell natural gasatge end-users such as power generators (for csiomento other uses),
natural gas local regulated utilities, energy tetaiand others (for direct consumption).

Transportation and Storagé North America, natural gas is shipped througtional and local pipeline systems and continental
pipelines to downstream markets. Natural gas castdsed in facilities located at or near the prdancsite, along the transmiss
line or at delivery points. The storage facilitea either be regulated as part of the utilityte taase or unregulated and owned b
non-utility supply aggregators. In addition to ititds that own storage facilities, supply aggregatdso play a wholesale market
role between producers and end users by providahgral gas storage services, backstopping serammg®perational services.

Distribution and DeliveryMost natural gas utilities do not own their ownurat gas wells, and typically operate as distritmsi
only entities, buying natural gas from multiple pligrs over multiple pipelines to service their tousers. Natural gas local
regulated utility companies sell and distributeunalttgas in their franchise areas through their distribution networks pursuant
to a variety of upstream and downstream transnmgsijeeline, storage and distribution agreementsalcegulated utilities
manage natural gas flows and are responsible fnatipnal considerations and system expansions tinelie regulated mandate
to deliver natural gas. The tolls charged by loegulated utilities for the transportation of nafugas through their pipeline
systems are regulated by government agencies amhased through to customers. In states with clitimpenatural gas supply,
energy retailers are entities that market andnsgiliral gas to end-users, allowing customers tostbetween purchasing natural
gas from the energy retailer or from a local retpdautility. Energy retailers buy wholesale natwgas$ from a variety of sources
including, but not limited to, natural gas produ;dinancial institutions and energy companies #taéivvely trade natural gas.
Energy retailers resell the natural gas to end-tissgiomers at unregulated rates, in an attem@ptuce the margin between the
wholesale cost and the price at which they selinahgas to customers.
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Natural gas energy retailers are responsible flivatg of the natural gas to the local regulateiitytcity gate (e.g., the point i
which the pipeline meets the local regulated ytglitocal distribution network) for their customasage. The following chart
illustrates the various components and processtafatural gas industry in the United States.

PRODUCTHON & PROCESSING TRANSPORTATION & STORAGE DISTRIBUTION / DELIVERY
Gas Well Gathering & Transportation  Storage Faeility Distribution Customer
Processing Facility Fipeline Pipeline
U o Q H E] - &n - L—ED /@\
Gas Exploration & Regulated Transmission Utility / Regulated LDCs f
Production Companies Storage Companics Encrgy Retailers

Electricity Industry
Overview

The electricity industry provides for the genemtittansmission and delivery of electricity to #red-use consumer. There are
three primary components of the electricity indystr

GenerationElectricity is generated at a power plant or stat®ower is generated through variety of traditionethods, such as
thermal (coal, natural gas and oil) and nucleargypas well as through the use of renewable ressuicluding, wind, water,
sunlight, biofuels and wood waste. Historicallyygmment and private investor-owned utility comgartiave controlled the
electricity generation component.

TransmissionAfter generation, high voltage transmission linag'g the electricity throughout the power systemletrical
substations. In many markets, regional transmissiganizations (“RTOs”) and Independent System &tpes (“ISOs”) manage
the electricity flows, maintain reliability and adhister transmission access for the electric trassion grid in a defined region.
RTOs and ISOs coordinate and monitor communicatomsng the generator, distributor and energy sgtafldditionally, RTOs
and ISOs manage the real-time electricity suppty@mand. The transmission system is regulatedHRC-

Distribution and DeliveryOnce electricity has been transmitted through thke woltage power grid, local regulated utilitigsedt

the electricity to lower voltage distribution netiks, which ultimately connect to the customer. Ehestworks are comprised of
lines of various voltage levels, substations, fi@msers and meters. These lines are regulated I§sRldd are managed by the

local regulated utilities.

In states that have authorized retail competitmergy retailers market and sell electricity to-esdrs providing customers with
an alternative to purchasing their electricity frtmeir local regulated utility. Energy retailerpigally do not generate electricity
and instead buy wholesale electricity from a vgragtsources, including, but not limited to, didgdrom a generation facility,

from financial institutions, from the ISOs and RT@sfrom energy companies that actively trade po&eergy retailers then
resell the electricity to end-user customers a¢gulated rates, in an attempt to capture the méegineen the wholesale cost and
the price at which they sell the electricity to tousers.

Energy retailers that sell electricity are respbiasfor delivery of electricity to the local regtéd utility load zone, which is an
aggregation of points on the transmission systewhath electric energy is received or furnished at

114



Table of Contents

specific price for any given hour, for their custmusage. The following chart illustrates the vasicomponents and processes 0
the electricity industry in the United States.

Retail Energy Market Opportunities
Low Focus of Competitors on Natural C

We believe that the retail energy industry hasohisally concentrated its efforts on the electyicide of the business with
relatively less capital investment and market nedebeing devoted to the development of retail reityas businesses. As of
December 31, 2013, only 11.2% of the eligible restdhl natural gas customers (according to the EHiAfe states where we
operate were served by an energy retailer otherttielocal regulated utility. We believe this mmets market entry opportunities
that we intend to capitalize on by focusing our keéing and sales channels efforts on increasinghatural gas customer base in
markets where we believe such efforts will incre@seprofitability of our business.

Low Penetratior

In most competitive energy markets, the majorityesidential and commercial customers have nothett to a retail energy
company and continue to be served by the localagsgiutility. As of December 31, 2013, only 11.2%the eligible residential
natural gas customers (according to the EIA) artigd 82.9% of the eligible residential electricitystamers (according to DNV
GL) in the states where we operate were servech®nargy retailer other than the local regulatddyuor its retail affiliate.
Management believes these underserved resideraitens provide an opportunity for further penetmatbver the foreseeable
future as more customers become aware of theiwmpdi choose an energy retailer other than the tegalated utility.

Existing Addressable Market in Which Spark Currently Operates
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SourceDNV GL Q4 2013 Retail Energy Outlook, El.
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Customer Growth

Notwithstanding the low current penetration ratesrergy retailers compared to local regulateditiets, according to the El/
over the last decade, residential natural gas ats@erved by competitive energy retailers havevgrioom approximately

3.8 million to approximately 6.6 million (5.6% CAGRnd non-residential natural gas accounts hawergfmom approximately
433,944 to approximately 837,365 (4.8% CAGR). Adang to DNV GL, over the last decade, residentietgicity accounts
served by competitive electricity suppliers havevgr from approximately 2.3 million to approximatel§.2 million (21.8%
CAGR) and non-residential electricity accounts hagr@vn from approximately 473,000 to approximat&ly million (19.6%
CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yeznoas all competitive energy
markets continues to maintain a substantial pagstdher growth and licensing activity is projectedontinue experiencing
growth, fueled by increased consumer awarenesegaigutility prices and product innovation, as & a favorable regulatory
policy environment. As a result, management befidliere is a significant opportunity for compettretailers to gain market
share by offering consumers innovative productanstj excellent customer service and serving asmpetitive choice for their

energy supply.
Electricity Accounts Switched by a Competitive Supjper
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U.S. Competitive Electricity Market Size (2003-2013

Fragmentation and Consolidatic

We believe that favorable market conditions, inglgdower natural gas and electricity prices and tesidential customer
penetration, have led to an increase in the numibenergy retailers in the United States. The weggority of these new entrants
are small regional energy retailers, which oftepegience rapid customer growth but have not hisadiyi had reliable access to
capital or economies of scale to support this ghoovter the longer term or react to changing comtgqatice environments.
According to DNV GL, 65 residential electricity aders were active as of June 2013, approximatéds {50) of which had fewer
than 300,000 electricity customers, and approxim&®% (36) of which had fewer than 100,000 eledyicustomers.
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According to DNV GL, market consolidation among theye number of competitive electricity retailemtinues at a growing
pace. Twenty-two acquisitions of electricity retadl, some of which also provide natural gas, amdlasi types of ownership
transfers were completed from January 1, 2013 poeBeber 30, 2013. Management believes that themuenvironment of sma
private energy retailers presents significant asitjan opportunities to consolidate smaller retaili@to our larger and more
scalable platform and increase market share.

Retail Energy Systems
Purchase of Receivables Progra

In many of the competitive markets in the Unitedt&s, the local regulated utilities provide a sertd the retail energy providers
whereby the local regulated utility bills the rétmergy provider's customer, collects payment ftbmcustomer and remits the
payment to the retail energy provider, less a P@Bodint for customer credit risk. This type of piang, in which the local
regulated utility takes on some or all of the odilen risk, is known as a “purchase of receivab@s’POR” program, and the
programs vary from market to market with respech®damount of coverage provided. Depending omtaeket, the retail energy
providers pay the local regulated utilities a POstount of up to 3.5% of revenue. In some markhts utilities will limit their
collections exposure through their ability to tri@ns delinquent account to the retail energy ptevivhen collections are past «
for a specified period, allowing the retail enepygvider to pursue its own collection efforts cwra the account to the utility
default service. In many markets, a dual billingteyn is used pursuant to which the local regulatiity bills the customer for
natural gas and electricity supply. The local rated utility generally does not provide collecti@ssistance in dual billing
systems.

Regulatory Environmel

Energy retailers are governed by state and fedgeaicies including FERC and PUCs. Energy retailpesate as public utilities
under the Federal Power Act and, if they engagehiolesale activities, they are required to haveketapased rates (“MBR”")
authorization from FERC in order to sell electgiait the wholesale market. MBR authorization isitedl to wholesale sales of
electric energy, capacity and ancillary services i@tates to mitigating horizontal and vertical kedrpower.

Energy retailers are required to make quarteriggdl to FERC regarding volumes of wholesale eleitgr{and after certain
volume thresholds, natural gas) sold and to discéogy affiliate relationships. Energy retailers geaerally licensed under state
regulation to provide natural gas and electriatgnd-use customers. The term of the license vhyiestate. In states where
licenses expire, the energy retailer has to applyafrenewal of its license. The state PUC regutatdefine customer protection
standards for residential and small commercialazusts. Energy retailers are required to resporhyocustomer complaints
received from the PUC or customers and to upde¢asies with information on an annual or as needsig b
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MANAGEMENT

Directors and Executive Officers

The following sets forth information regarding airectors, director nominees and executive officers

Name Age Position

W. Keith Maxwell 11 49  Chairman of the Board of Directors, Director

Nathan Kroeker 40  Director, President and Chief Executive Officer

Allison Wall 41  Chief Operating Officer

Georganne Hodges 48  Chief Financial Officer

Gil Melman 48  Vice President, General Counsel and Corporate Secretary
James G. Jones I 45  Director Nominee

John Eads 64  Director Nominee

Kenneth M. Hartwick 51  Director Nominee

W. Keith Maxwell 1ll. Mr. Maxwell serves as non-executive Chairman ofBbard of Directors, and was appointed to this
position in connection with the offering. Mr. Maxlveerves as the Chief Executive Officer of Sparleiy Ventures.

Mr. Maxwell also serves as Chairman of the boardirgctors and Chief Executive Officer of Marlin diétream GP, LLC, and as
Chief Executive Officer of NuDevco Partners, LLQJakssociated Energy Services, LP, each of whictifisated with us. Prior
to founding the predecessor of Spark Energy in 1M¥9Maxwell was a founding partner in Wickford &gy, an oil and natural
gas services company, in 1994. Wickford Energy sedg to Black Hills Utilities in 1997. Prior to Wiéord Energy, Mr. Maxwell
was a partner in Polaris Pipeline, a natural gadymer services and midstream company sold to TEip€éline in 1994. In 2010,
Mr. Maxwell was named Ernst & Young Entrepreneuthef Year in the Energy, Chemicals and Mining catggA native of
Houston, Texas, Mr. Maxwell earned a Bachelor'si@edgn Economics from the University of Texas as#uin 1987.

Mr. Maxwell has several philanthropic interestgluding the Special Olympics, Child Advocates, &titn Army, Star of Hope
and Helping a Hero. We believe that Mr. Maxwelbdgemsive energy industry background, leadershige&pce developed while
serving in several executive positions and stratpginning and oversight brings important expereaied skill to our board of
directors.

Nathan Kroeker.Mr. Kroeker serves as a director and also servesiiaBresident and Chief Executive Officer. Mr. &ker has
served as President since April 2012, and was apmbas our Chief Executive Officer in connectidthwthis offering in April
2014. Prior to serving as our President and Chrethtive Officer, Mr. Kroeker served as our Chigfdncial Officer from July
2010 to April 2012 and as the Chief Financial Gdfiof Marlin Midstream Partners, L.P., a midstreamrgy company that is
affiliated with us, from July 2010 to January 20R2or to his employment by Spark Energy and Mavlidstream, Mr. Kroeker
was Senior Vice President, Finance, for Macquaniergy, the global energy supply, trading and leggsdivision of Macquarie
Bank, from December 2009 to July 2010 and was eyeglas the Chief Financial Officer of the retaisimess division of Direct
Energy, a retail energy service provider, from Ma2006 to August 2009, and in various other managemoles in Direct
Energy'’s finance group from March 2004 until Ma&06. Mr. Kroeker holds a Bachelor of Commerce dedrom the
University of Manitoba and is a licensed Charteiedountant in Canada and a Certified Public Accannin the state of Texas.
Mr. Kroeker was selected to serve as a directoaums of his management expertise and his extefisarecial background in the
retail energy business.

Allison Wall. Ms. Wall serves as our Chief Operating Officerpaifion she has held since joining Spark Energlaimuary 2013.
Prior to joining Spark Energy, she served as thechtive Vice President and Chief Operating Off@eBtarTex Power, a retalil
electricity provider, from September 2010 througtidber 2012 after serving as
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Vice President, Residential at Champion Energy iSesfrom September 2009 to September 2010. Md. 8&'aled as Vice
President, Operations and Vice President, Cust@aex and Residential Marketing at Gexa Energy 26004 to 2009. Ms. Wall
holds a Bachelor of Science degree from Clarksondysity, a Master of Science from University ofifoCarolina—Chapel Hill
and a Master of Business Administration from Tulbiméversity.

Georganne Hodgedvis. Hodges serves as our Chief Financial Officgrgsition she has held since November 2013. Ryior t
joining Spark Energy, she served as the Chief Kiah®fficer for Direct Energ's retail energy business from August 2009 to
October 2012 and in various other senior finantiahagerial roles from January 2006 to July 2009.Hitslges holds a Bachelor
of Business Administration in Accounting from Bawyldniversity and is a licensed certified public @agetant in the state of Tex

Gil Melman. Mr. Melman serves as our Vice President, Generah€el and Corporate Secretary, a position he Hdshnee
February 2014. Prior to joining Spark Energy, MielMan served as the General Counsel to Madaga#idamiied, an oil and
gas exploration and production company, from Au@@§i8 to October 2013. Prior to joining Madagagaiht imited,

Mr. Melman acted as general counsel and in-housesss to several energy companies and a regioivaltprequity fund.

Mr. Melman began his career practicing corporatevath the law firm of Vinson & Elkins LLP, whereshrepresented public and
private companies, investment funds and investianking firms in mergers and acquisitions and ehpitarkets transactions,
primarily in the energy industry. Mr. Melman hola@$8achelor of Business Administration degree indArtting from The
University of Texas at Austin and a Doctor of Joniglence from the University of Texas at Austin &@srof Law.

James G. Jones IIMr. Jones will be appointed to our board of diresta connection with this offering. Prior to thiffering,

Mr. Jones worked at Ernst & Young LLP from 1998vtarch 2014, where he most recently served as paerer since July 201
Mr. Jones holds a Doctor of Jurisprudence from &iamia State University and a Bachelor of Sciend&coounting from the
University of Louisiana at Monroe. Mr. Jones waesked as a director nominee because of his exietesx and financial
background as well as his management expertise.

John Eads.Mr. Eads will be appointed to our board of direstor connection with this offering. Mr. Eads cuttgrserves as
President of Sierra Resources, LLC, a privatelgtiodland gas company, a position he has held 068, where he directly
supervises the negotiation and closing of all efi@i Resources, LL&’acquisitions and exploratory projects. Mr. Eaals lheen
independent producer in the oil and natural gasstrg for over 37 years. Mr. Eads holds a Bachel@cience in Mechanical
Engineering from Southern Methodist University anlllasters of Business Administration from the Ursity of Texas. Mr. Eac
was selected as a director nominee because afithssastial knowledge of the natural gas industiy lais business, leadership &
management expertise.

Kenneth M. Hartwick.Mr. Hartwick will be appointed to our board of diters in connection with this offering. Prior tagh
offering, Mr. Hartwick served in various roles ftwst Energy Group Inc., a retail natural gas aedtetity provider, most recent
serving as President and Chief Executive Officemf2004 to February 2014. Mr. Hartwick also serfigedust Energy Group In
as President from 2006 to 2008, as Chief Finaifiter from 2004 to 2006 and as a director fromd&@ February 2014.

Mr. Hartwick also served as the Chief Financiali€ff of Hydro One, Inc., an energy distribution g@my, from 2002 to 2004.
Mr. Hartwick currently serves as a director of Atia Power Corporation, a power generation plasrafor, a position he has h
since 2004. Mr. Hartwick holds an Honours of BusgAdministration degree from Trent University. Martwick was selected
as a director nominee because of his extensive ledge of the retail natural gas and electricityitesss and his leadership and
management expertise.
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Composition of Our Board of Directors

We anticipate that our board of directors will dshsf five members upon the listing of our Class@nmon stock on the
NASDAQ Global Select Marke

In evaluating director candidates, we will asselssther a candidate possesses the integrity, judgk@wledge, experience,
skills and expertise that are likely to enhanceltbard’s ability to manage and direct our affaimd dusiness, including, when
applicable, to enhance the ability of committeethefboard to fulfill their duties.

Our directors will be divided into three classewsgy staggered thregear terms. Class I, Class Il and Class 11l directeill serve
until our annual meetings of stockholders in 2A®BL6 and 2017, respectively. W. Keith Maxwell IlidaKenneth M. Hartwick
will be designated as Class | directors, NathareKeo and John Eads will be designated as Clageelitdrs, and James G. Jones
Il will be designated as a Class Il director. Ach annual meeting of stockholders held afternttal classification, directors wi
be elected to succeed the class of directors wieoses have expired. This classification of our blaairdirectors could have the
effect of increasing the length of time necessarghange the composition of a majority of the bazrdirectors. In general, at
least two annual meetings of stockholders will beassary for stockholders to effect a change imjarnity of the members of the
board of directors.

Director Independence

We anticipate that our board of directors will dshsf five members upon the completion of thisdifig. We have reviewed the
independence of our directors using the indeperalstandards of the NASDAQ Global Select Market &maded on this review,
determined that Mr. Jones, Mr. Eads and Mr. Hakwie independent within the meaning of the NASDBIQbal Select Market
standards currently in effect and Rule 10A-3 offxehange Act.

Controlled Company

Because NuDevco will control more than 50% of autstanding voting power following this offering, wéll qualify as a
“controlled company” as that term is defined unither corporate governance rules of the NASDAQ Gl&8=déct Market.
Therefore, we may elect not to comply with cerfdSDAQ corporate governance requirements, includinthe requirement
that a majority of the board of directors consfshdependent directors, (ii) the requirement teeha nominating/corporate
governance committee composed entirely of indepatraieectors and a written charter addressing timergittee’s purpose and
responsibilities, (iii) the requirement to haveoanpensation committee composed entirely of independirectors and a written
charter addressing the committepurpose and responsibilities and (iv) the requiénat of an annual performance evaluation o
nominating/corporate governance and compensatiomitiees.

In light of our status as a controlled company, lmagird of directors has determined to take paatishntage of the controlled
company exemption. Our board of directors has deterd not to have a nominating and corporate garer® committee and that
our compensation committee will not consist eniiilindependent directors. As a result, non-indejgat directors may among
other things, appoint future members of our bodmirectors, resolve corporate governance issigtabksh salaries, incentives
and other forms of compensation for officers arfteoemployees and administer our incentive comiemsand benefit plans.
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Committees of the Board of Directors
Audit Committet

We will establish an audit committee prior to thed our Class A common stock is listed on the NASD@&lobal Select Market.
Our Audit Committee will be comprised of at ledstee directors who meet the independence and mfairements of the
NASDAQ and the SEC. Our Audit Committee will inltiaconsist of Messrs. Jones, Eads and Hartwickve@dnticipate the

Mr. Jones will serve as the Chairman of the Auditrinittee.

SEC rules also require that we disclose whetheobpur audit committee has an “audit committeariirial expert” as a member.
An “audit committee financial expert” is definedaperson who, based on his or her experiencegpsss the attributes outlined
in such rules. We anticipate that at least oneuofrmdependent directors will satisfy the definitiof “audit committee financial
expert.” We anticipate that each member of ourtazainmittee will meet the requirements of finandiiracy under the
requirements of the NASDAQ Global Select Market &&C rules and regulations.

The Audit Committee will assist the board of diggstin its oversight of the integrity of our finaalcstatements and our
compliance with legal and regulatory requirements eorporate policies and controls. The Audit Cottesiwill have the sole
authority to retain and terminate our independegistered public accounting firm, approve all auditservices and related fees
and the terms thereof, and pre-approve any nort-sediices to be rendered by our independent sxgbtpublic accounting firm.
The Audit Committee will also be responsible fonfioning the independence and objectivity of outdpendent registered puk
accounting firm. Our independent registered putdicounting firm will be given unrestricted accesthie Audit Committee.

Compensation Committee

We will establish a compensation committee priocampletion of this offering. We anticipate tha¢ #tompensation committee
will consist of at least one director who will bieadependent” as such term is defined under the rfithe SEC and the NASDAQ
Global Select Market as well as directors who diosadisfy the definition of “independent.” Our coemzation committee will
initially consist of Messrs. Maxwell, Jones, Eadd &lartwick and we anticipate that Mr. Hartwick veierve as the Chairman of
the Compensation Committee. This committee wilhlelksh salaries, incentives and other forms of cemsption for officers and
other employees. Our compensation committee vgb aldminister our incentive compensation and beplgfins.

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers serve on the bodwirectors or compensation committee of a comphaay has an executi
officer that serves on our board or compensationnoiitee. No member of our board is an executiviee@ffof a company in whic
one of our executive officers serves as a memb#redboard of directors or compensation commitfeébat company.

Code of Business Conduct and Ethics

Our board of directors will adopt a code of businesnduct and ethics applicable to our employdes;tdrs and officers, in
accordance with applicable U.S. federal securities and the corporate governance rules of NASDA. waiver of this code
may be made only by our board of directors and lvélbromptly disclosed as required by applicable. federal securities laws
and the corporate governance rules of NASDAQ.
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EXECUTIVE COMPENSATION

Overview

We are currently considered an emerging growth @myor purposes of the SEC’s executive compensdisclosure rules. In
accordance with such rules, we are required toigeec Summary Compensation Table and an Outstaidjogy Awards at
Fiscal Year End Table, as well as limited narratliselosures. Further, our reporting obligationseeg only to the individuals
serving as our chief executive officer and our ttloer most highly compensated executive officeos.fiscal year 2013, our
named executive officers (“NEOs”) were W. Keith Maetl 111, our Chief Executive Officer, Nathan Kroek our President, and
Allison Wall, our Chief Operating Officer. Mr. Krger was appointed as our President and Chief EixecOffficer in April 2014.

Summary Compensation Table

The following table summarizes the compensationwartsoexpensed by us for our NEOSs for the fiscal ggded December 31,
2013. During 2013, there were no stock awards too@wards.

All Other
Name and Principal Position Year Salary ($) Bonus ($) Compensation ($) Total ($)
W. Keith Maxwell I, 2013 $ = $ = $ = $ —
Chief Executive Officer (1)
Nathan Kroeker 2013 408,417 183,241 16,492 608,150
President
Allison Wall 2013 252,167 50,000 9,6700) 311,837

Chief Operating Officer

(1) We did not pay or accrue any amounts in retatiocompensation for Mr. Maxwell for 2013. Mr. Magll is employed and compensated
by NuDevco Partners, LLC, and received no additicoenpensation for services rendered tc

(2) Includes $10,192 of matching contributionshe €ompany’s 401(k) plan made by the Company farkvioeker’s benefit, and $6,300 of
life insurance premiums paid by the Company offeaiisurance policy for Mr. Kroek’s benefit.

(3) Includes $9,607 of matching contributions te @ompany’s 401(k) plan made by the Company for\Mall's benefit, and $63 of life
insurance premiums paid by the Company on a Igariance policy for Ms. W¢'s benefit.

Narrative Disclosure to the Summary Compensation Thle

Mr. Maxwell devoted only a portion of his workinigne to our business in 2013 and is employed by Nub&artners, LLC. We
did not pay or accrue any amounts in relation tmpensation for Mr. Maxwell in 2013, and Mr. Maxwedceived no additional
compensation for services rendered to us. For 20&3Jyrincipal elements of compensation providetthéoNEOs other than Mr.
Maxwell were base salaries, annual cash bonusdsetirement, health, welfare and additional besefi

Base Salan. Base salaries are generally set at levels deasmabsary to attract and retain individuals withesior talent
commensurate with their relative expertise and egpee.

Annual Cash Bonust. Annual cash incentive awards are used to motmatereward our executives. Annual cash incentive
awards are determined on a discretionary basissndenerally based on individual and
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company performance. Unless otherwise determineards have historically been subject to an indiglducontinued
employment through the date of payment of the award

All Other Compensatio. In addition to the compensation discussed abeeealso provide other benefits to the NEOs, ineigdi
the following:

* retirement benefits to match competitive practioesur industry, including participation in a 40)(dan; anc

* Dbenefits, including medical, dental, vision, fleeilspending accounts, paid time off, life insuraaond disability
coverage, which are also provided to all otherilgiigemployees

Outstanding Equity Awards at 2013 Year End

Although we intend to grant equity awards underlti® (as described below) in connection with thifering, as of year end
2013, none of the NEOs held outstanding equity dsvar

Employment, Severance and Change in Control Arrangaents

We have not entered into any employment, severahegge in control or similar agreements with ahgus NEOs, nor are we
otherwise currently responsible for any paymentujbhe termination of any of our NEOs or upon ouargde in control.

Compensation Following this Offering

In connection with this offering we intend to adtipe Spark Energy, Inc. Long-Term Incentive Plée (L. TIP”) for the
employees, consultants and the directors of oupemy and its affiliates who perform services farTise description of the LTIP
set forth below is a summary of the material fesgwof the plan. This summary is qualified in itsirety by reference to the LTIP,
a copy of which has been filed as Exhibit 10.2ie tegistration statement. The purpose of the Li§i® provide a means to
attract and retain individuals to serve as ouratiines, employees and consultants who will provieleises to us by affording such
individuals a means to acquire and maintain owrershawards, the value of which is tied to thefpenance of our Class A
common stock. In connection with this offering, sect to grant restricted stock units to our nopleyee directors and certain
of our officers, employees and employees of cedfiour affiliates who perform services for us aluat an aggregate of
approximately $7.7 million under our long-term intiee plan. The initial restricted stock unit awaraill generally vest ratably
over three or four years commencing on May 4, 28-id will include tandem dividend equivalents whigh vest upon the same
schedule.

The LTIP will provide for potential grants of: {i)centive stock options qualified as such under. fe8eral income tax laws
(“incentive options™); (ii) stock options that dotqualify as incentive stock options (“nonstatytoptions,” and together with
incentive options, “options”); (iii) restricted stio awards (“restricted stock awards”); (iv) redett stock units (“restricted stock
units” or “RSUs"); (v) bonus stock (“bonus stockads”); (vi) performance awards (“performance awgrcand (vii) annual
incentive awards (“annual incentive awards”) (odtihely referred to as “awards”).

Administration

The compensation committee of our board of directatl administer the LTIP pursuant to its termslatl applicable state,
federal or other rules or laws, except in the etlesit our board of directors chooses to take actiater the LTIP. The LTIP
administrator will have the power to determine toom and when awards will be granted, determinetheunt of awards
(measured in cash or in shares of our common stpodcribe and
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interpret the terms and provisions of each awardeagent (the terms of which may vary), acceletadeeikercise terms of an
option, delegate duties under the LTIP and exealltether responsibilities permitted or requiredienthe LTIP. The LTIP
administrator shall be limited in its administratiof the LTIP only in the event that a performaaeard or annual incentive
award intended to comply with section 162(m) of @uele requires the compensation committee to bgosed solely of
“outside” directors at a time when not all direstare considered “outsiddirectors for purposes of section 162(m) of the €@
such time any director that is not qualified torgrar administer such an award will recuse himgelh the compensation
committee’s actions with regard to that award.

Securities to be Offered

The maximum aggregate number of shares of comnagk that may be issued pursuant to any and all@gsvander the LTIP
shall not exceed 1,375,000 shares, subject totatgms due to recapitalization or reorganizatioretated to forfeitures or the
expiration of awards, as provided under the LTIP.

If common stock subject to any award is not issuretlansferred, or ceases to be issuable or tnaéefor any reason, including
(but not exclusively) because shares are withhetdioendered in payment of taxes or any exergigeichase price relating to
award or because an award is forfeited, termina&egires unexercised, is settled in cash in liecomfimon stock or is otherwise
terminated without a delivery of shares, thoseeshaf common stock will again be available for ésdvansfer or exercise
pursuant to awards under the LTIP to the exteotable by law.

Options. We may grant options to eligible persons inclgdif) incentive options (only to our employeegtwse of our
subsidiaries) which comply with section 422 of @&de; and (ii) nonstatutory options. The exerciseepof each option granted
under the LTIP will be stated in the option agreet@d may vary; however, the exercise price footion must not be less than
the fair market value per share of common stoalf éise date of grant (or 110% of the fair markdtiedfor certain incentive
options), nor may the option be re-priced withd prior approval of our stockholders. Options rhayexercised as the
compensation committee determines, but not lager ten years from the date of grant. The compersatbmmittee will
determine the methods and form of payment for ¥eeagse price of an option (including, in the destwn of the compensation
committee, payment in common stock, other awardghar property) and the methods and forms in wharhmon stock will be
delivered to a participant.

Stock appreciation rights (“SARs”) may be awardedannection with an option (or as SARs that s&ode, as discussed
below). SARs awarded in connection with an opticlhentitle the holder, upon exercise, to surrerttherrelated option or portion
thereof relating to the number of shares for whighSAR is exercised. The surrendered option digrothereof will then cease
be exercisable. Such SAR is exercisable or traaisfeionly to the extent that the related optioexisrcisable or transferable.

SARs A SAR is the right to receive a share of ClassoAqimon stock, or an amount equal to the excedsedbir market value of
one share of the Class A common stock on the darencise over the grant price of the SAR, asrd@teed by the compensation
committee. The exercise price of a share of ClaserAmon stock subject to the SAR shall be deterthimethe compensation
committee, but in no event shall that exerciseepbie less than the fair market value of the ClaserAmon stock on the date of
grant. The compensation committee will have therdison to determine other terms and conditions 8AR award.

Restricted stock awarc. A restricted stock award is a grant of shareSlags A common stock subject to a risk of forfadtur
performance conditions, restrictions on transfditstiind any other restrictions imposed by the
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compensation committee in its discretion. Restiidimay lapse at such times and under such cirangest as determined by the
compensation committee. Except as otherwise pravitheler the terms of the LTIP or an award agreentiemtholder of a
restricted stock award will have rights as a Clas®@mmon stockholder, including the right to vdte Class A common stock
subject to the restricted stock award or to recdivielends on the Class A common stock subjedteéaéstricted stock award
during the restriction period. The compensation mittee shall provide, in the restricted stock anegdeement, whether the
restricted stock will be forfeited and reacquirgdus upon certain terminations of employment. Unlatherwise determined by
the compensation committee, Class A common stastkilglited in connection with a stock split or statkidend, and other
property distributed as a dividend, will be subjectestrictions and a risk of forfeiture to thengaextent as the restricted stock
award with respect to which such Class A commoaokstw other property has been distributed.

Restricted stock uni. RSUs are rights to receive Class A common stoasf), or a combination of both at the end of aifipdc
period. The compensation committee may subject R8Wsstrictions (which may include a risk of fatiee) to be specified in
the RSU award agreement, and those restrictiondapag at such times determined by the compensatimmittee. Restricted
stock units may be settled by delivery of Classofmon stock, cash equal to the fair market valub@specified number of
shares of Class A common stock covered by the R&Us)y combination thereof determined by the campton committee at
the date of grant or thereafter. Dividend equivedem the specified number of shares of Class Ancomstock covered by RSUs
may be paid on a current, deferred or contingesisbas determined by the compensation committe® @vllowing the date of
grant.

Bonus stock awarc. The compensation committee will be authorizegramt Class A common stock as a bonus stock avaedl.
compensation committee will determine any terms@dlitions applicable to grants of Class A comrsimek, including
performance criteria, if any, associated with ausostock award.

Performance awards and annual incentive aw: The compensation committee may designate thitineawards granted under
the LTIP constitute “performance” awards. A perfarmoe award is any award the grant, exercise desetht of which is subject
to one or more performance standards. An annuahine award is an award based on a performanoedpefrthe fiscal year, ar
is also conditioned on one or more performancedstals. One or more of the following business deétéar the company, on a
consolidated basis, and/or for specified subsiggarnay be used by the compensation committeddblihing performance go:
for such performance awards or annual incentiverdsvdi) earnings per share; (ii) increase in ress, (iii) increase in cash floy
(iv) increase in cash flow from operations; (v)re&se in cash flow return; (vi) return on net asg@ti) return on assets;

(viii) return on investment; (ix) return on capijté) return on equity; (xi) economic value addédi) operating margin;

(xiii) contribution margin; (xiv) net income; (xwjet income per share; (xvi) pretax earnings; (iétax operating earnings after
interest expense and before incentives, servicednrd extraordinary or special items; (xviii) pregarnings before interest,
depreciation and amortization; (xix) total stoclkdedl return; (xx) debt reduction; (xxi) market shdwii) change in the fair
market value of the Class A common stock; (xxipeaating income; (xxiv) lease operating expenses;)(Adjusted EBITDA,
(xxvi) Retail Gross Margin; or (xxvii) Margin und€ontract. The compensation committee may exclhdémpact of any of the
following events or occurrences which the compeosatommittee determines should appropriately uebed: (i) asset write-
downs; (ii) litigation, claims, judgments or settlents; (iii) the effect of changes in tax law dnetsuch laws or regulations
affecting reported results; (iv) accruals for remrigation and restructuring programs; (v) any exttaary, unusual or
nonrecurring items as described in the Accountitag&ards Codification Topic 225, as the same magnirended or superseded
from time to time; (vi) any change in accountingipiples as defined in the Accounting Standardsif@adion Topic 250, as the
same may be amended or superseded from time tp(tii)eany loss from a discontinued operation asatibed in the Accountir
Standards Codification Topic 360, as the same meagnibended or superseded from time to time;
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(viii) goodwill impairment charges; (ix) operatimgsults for any business acquired during the calepear; (x) third party
expenses associated with any acquisition by usysabsidiary; and (xi) to the extent set forthhariéasonable particularity in
connection with the establishment of performancagy@ny other extraordinary events or occurrertsgified by the
compensation committee. The compensation comnmiggealso use any of the above goals determinedh absolute or relative
basis or as compared to the performance of a faalier special index deemed applicable by the cosgimn committee
including, but not limited to, the Standard & P®@B00 stock index or a group of comparable comganie

Tax withholding At our discretion, subject to conditions that deenpensation committee may impose, a participani'smum
statutory tax withholding with respect to an awaray be satisfied by withholding from any paymetatexl to an award or by the
withholding of shares of Class A common stock ib&ipursuant to the award based on the fair maxdat of the shares.

Merger, recapitalization or change in conti. If any change is made to our capitalization, saela stock split, stock combination,
stock dividend, exchange of shares or other realgtion, merger or otherwise, which results inrammease or decrease in the
number of outstanding shares of common stock, @piate adjustments will be made by the compensationmittee in the shar
subject to an award under the LTIP. We will alseehthe discretion to make certain adjustments tardsvin the event of a char

in control, such as accelerating the exercisaldlitgptions or SARSs, requiring the surrender ofamrd, with or without
consideration, or making any other adjustment odifraation to the award we feel is appropriateight of the specific
transaction.

Director Compensation

We did not award any compensation to our non-eng@agdividual directors during 2013. Going forwawdr board of directors
believes that attracting and retaining qualified+gmployee directors will be critical to the futwa&ue growth and governance of
our company. Our board of directors also belietas the compensation package for our non-emploiyeetdrs should require a
significant portion of the total compensation pagkéo be equity-based to align the interest ofdhisectors with our
stockholders.

Directors who are also our employees will not reeeiny additional compensation for their serviceonboard of directors.

As the Chairman of the Board of Directors, Mr. Matwwill be paid annual director fees of $250,0@elfective upon the
closing of this offering. As indicated above, Mrakvell is employed and compensated by NuDevco BethLC and he did not
receive additional compensation for services predids a director in 2013.

It is expected that following this offering our remployee directors other than Mr. Maxwell will edge a cash retainer in an
amount equal to $75,000 per year plus an additi®h@J000 annual cash retainer for directors wheesas a committee
chairperson. In addition, in connection with thiedng, each of our non-employee directors is expe to receive a grant of
restricted stock units with respect to 3,750 shafesir common stock, which will vest on May 4, 8nd will include tandem
dividend equivalents which will vest upon the sasaleedule.

We expect that each director will be reimbursed (@travel and miscellaneous expenses to atteeetimgys and activities of our
board of directors or its committees; (ii) travetlamiscellaneous expenses related to such diregtarticipation in general
education and orientation program for directorst @m travel and miscellaneous expenses for efigttor's spouse who
accompanies a director to attend meetings anditsiof our board of directors or any of our contags.
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CORPORATE REORGANIZATION

Incorporation of Spark Energy, Inc.

Spark Energy, Inc. was incorporated by Spark En¥gytures as a Delaware corporation in April 2@8gark HoldCo, LLC was
formed by Spark Energy Ventures as a Delawareduiriability company in April 2014. Spark Energyiteres formed NuDevco
in May 2014 to hold its investment in Spark Enetgyg, and Spark HoldCo. In connection with the ctetipn of this offering and
following the transactions related thereto thatdescribed below, (i) Spark Energy, Inc. will beading company whose sole
material asset will consist of a managing membeprstterest in Spark HoldCo and (ii) Spark HoldCdl wwn all of the
outstanding membership interests in each of SEGS&ndhe operating subsidiaries through which werate. After the
consummation of this offering and the transactidescribed in this prospectus, Spark Energy, Int begithe sole managing
member of Spark HoldCo, will be responsible foroglerational, management and administrative dewsielating to Spark
HoldCo’s businesses and will consolidate the fimaresults of Spark HoldCo and its subsidiaries.

Prior to the completion of this offering, the falltlng have occurred or will occur:

* SEG and SE were converted from limited partnersimifgslimited liability companies

®* SEG, SE and an affiliate will enter into an intareaver agreement, pursuant to which such affilgiteagree to be
solely responsible for $29.0 million of outstandindebtedness under our current credit facilitydemwhich SEG, SE
and the affiliate are co-borrowers, and SEG anavliEagree to be solely responsible for the remagr$10.0 million of
indebtedness outstanding under our current cradiitiy;

* NuDevco Retail Holdings will contribute all of iisterests in SEG and SE to Spark HoldCo in exchémgell of the
outstanding units of Spark HoldCo (the “Spark Had@its”) and will transfer 1% of those Spark Hotdits to
NuDevco Retail

* NuDevco Retail Holdings will transfer Spark HoldGwits having a value of $50,000 to Spark Energg, iimexchang:
for a promissory note from Spark Energy, Inc. i@ ghincipal amount of $50,000 (the “NuDevco Not&hd the limitec
liability company agreement of Spark HoldCo will @®ended and restated to admit Spark Energy, $nits aole
managing member; ar

* Spark Energy, Inc. will issue 10,750,000 shareSlags B common stock to Spark HoldCo, 10,612,500te€h Spark
HoldCo will distribute to NuDevco Retail Holdingsnd 137,500 of which Spark HoldCo will distributeNuDevco
Retail.

Immediately prior to the consummation of the offgrand following the transactions described abfy&uDevco will own
13,747,500 Spark HoldCo units and all of the outditag shares of Class B common stock of Spark Bnéng., (i) Spark
Energy, Inc. will own the managing member interes$park HoldCo and 2,500 Spark HoldCo units, aidSpark HoldCo will
wholly own SEG and SE. Spark Energy, Inc. will 0f8000,000 newly-issued shares of Class A comrtaxk$ereby to the
public (or 3,450,000 shares if the underwriterseige their option to purchase additional shardalihand will use the net
proceeds from this offering to purchase 2,997,58&ISHoldCo units (or 3,447,500 Spark HoldCo uifitke underwriters
exercise their option to purchase additional sharégl) from NuDevco Retail Holdings and to repéne NuDevco Note. In
connection with any exercise of the underwritegian to purchase additional shares of Class A comatock and our use of the
proceeds from the exercise of that option to pwetalditional Spark HoldCo units from NuDevco Retaidings, a
corresponding number of shares of Class B comnuwk stwned by NuDevco Retail Holdings will be catea] After giving
effect to these transactions and this offering riSgaergy, Inc. will own an approximate 21.82% et in Spark HoldCo

(or 25.09% if the underwriters’ option to purchasklitional shares is exercised in full), NuDevcaaiteloldings will own an
approximate 77.18% interest in Spark HoldCo and
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10,612,500 shares of Class B common stock (or@#l¥3interest in Spark HoldCo and 10,162,500 shafr€ass B common
stock if the underwriters’ option to purchase addil shares is exercised in full) and NuDevco Retd#l own a 1% interest in
Spark HoldCo and 137,500 shares of Class B comitazk.sSee “Use of Proceeds” and “Principal Stocéard.” Following the
offering, Spark Energy Ventures will distribute 180% interest in NuDevco Retail Holdings to NuDeWRartners Holdings, LL(
The distribution will result in NuDevco Retail Hatgjs being a direct wholly owned subsidiary of Nube Partners Holdings,
LLC. Spark Energy Ventures will remain a wholly avhsubsidiary of NuDevco Partners Holdings andipfdhg the distributior
will not beneficially own any Class B common stock.

In connection with the closing of the offering, @epect to enter into a new $70.0 million senioused revolving credit facility,
which we refer to as our new revolving credit faigilWe will borrow approximately $10.0 million uedour new revolving credit
facility at the closing of this offering to repayfull the portion of outstanding indebtedness urtdg current credit facility that
SEG and SE have agreed to be responsible for pursuan interborrower agreement between SEG, 8EBaraffiliate. The
remainder of indebtedness outstanding under oueicticredit facility will be paid down by our affite with its own funds in
connection with the closing of this offering purstito the terms of the interborrower agreementiolaehg this repayment, our
current credit facility will be terminated. For neoinformation regarding our new revolving creditifity, please see
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Historical CBklws—Credit
Facility.”

Each share of Class B common stock, all of whidhimitially be held by NuDevco, has no economightis but entitles its holder
to one vote on all matters to be voted on by sladdeins generally. Holders of Class A common stauk @lass B common stock
will vote together as a single class on all mafpeesented to our shareholders for their vote pr@afal, except as otherwise
required by applicable law or by our certificatdraforporation. Please see “Description of Caj8talkck.” We do not intend to list
Class B common stock on any stock exchange.

NuDevco will have the right to exchange (“Exchange Right”) all or a portion of its Spark ld@lo units (together with a
corresponding number of shares of Class B commamk)sfor Class A common stock (or cash at Sparkdnénc.’s or Spark
HoldCo's election (the “Cash Option”)) at an exchamatio of one share of Class A common stock &oheSpark HoldCo unit
(and corresponding share of Class B common stoaljamged, as described under “Certain RelationgrigsRelated Party
Transactions—Spark HoldCo LLC Agreement.” In adudfitiNuDevco will have the right, under certain giristances, to cause us
to register the offer and resale of its shareslas€A common stock obtained pursuant to the Exgdn&ight as described under
“Certain Relationships and Related Party TransastieRegistration Rights Agreement.”

We will enter into a Tax Receivable Agreement v@gark HoldCo, NuDevco Retail Holdings and NuDeveta. This
agreement will generally provide for the paymenSpark Energy, Inc. to NuDevco of 85% of the neihcsavings, if any, in U.S.
federal, state and local income tax or franchigahat Spark Energy, Inc. actually realizes (ateemed to realize in certain
circumstances) in periods after this offering assalt of (i) any tax basis increases resultingiftbe purchase by Spark Energy,
Inc. of Spark HoldCo units from NuDevco Retail Holgls prior to or in connection with this offerin@) any tax basis increases
resulting from the exchange of Spark HoldCo urdtsshares of Class A common stock pursuant to xoh&hge Right (or
resulting from an exchange of Spark HoldCo unitscesh pursuant to the Cash Option) and (iii) amguted interest deemed tc
paid by us as a result of, and additional tax bagssng from, any payments we make under the TeceRable Agreement. Spark
Energy, Inc. will retain the benefit of the remaigil5% of these tax savings. Spark Energy, Inc. neanequired to defer or
partially defer any payment due to the holderggiits under the Tax Receivable Agreement in cedmoumstances during the
five-year period commencing on October 1, 2014.“8estain Relationships and Related Party Transast—Tax Receivable
Agreement.”
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The following diagrams indicate our simplified owslgip structure immediately following this offerilagd the transactions rela
thereto (assuming that the underwriters’ optiopuochase additional shares is not exercised).

Organization Structure Following this Offering
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Offering

Only Class A common stock will be sold to investpussuant to this offering. Immediately followirtgjg offering, there will

be 3,000,000 shares of Class A common stock issneéadutstanding and 10,750,000 shares of Classmnom stock reserved f
exchanges of Spark HoldCo units and a correspondingper of shares of Class B common stock purdoahe Spark HoldCo
LLC Agreement.

We estimate that our net proceeds from this offewill be approximately $52.3 million after dedungiunderwriting discounts
and commissions and estimated offering expens#se finderwriters exercise in full their optionparchase additional shares of
Class A common stock, we estimate that the proceeds will be approximately $60.7 million, aftezdlicting underwriting
discounts and commissions and structuring feesatihated offering expenses. We intend to usenoeepds of this offering of
approximately $52.3 million (or approximately $6@nilion if the underwriters exercise in full theption to purchase additional
shares of Class A common stock) to acquire SpatdEtounits representing approximately 21.82% (@rapimately 25.09% if
the underwriters exercise in full their option wrghase additional shares of Class A common stfdkle outstanding Spark
HoldCo units after this offering, from NuDevco aladepay the NuDevco Note. See “Use of Proceeds.”

As a result of the corporate reorganization andffering described above (and prior to any exclearaf Spark HoldCo units):

* the investors in this offering will collectively aw3,000,000 shares of Class A common stock (or0300® shares of
Class A common stock if the underwriters exeraistiil their option to purchase additional share€lass A common
stock);

* Spark Energy, Inc. will hold 3,000,000 Spark Hold@uts (or 3,450,000 Spark HoldCo units if the umdéers
exercise in full their option to purchase additicstzares of Class A common stoc

* NuDevco will hold 10,750,000 shares of Class B camrstock and a corresponding number of Spark Hola@ts (or
10,300,000 shares of Class B common stock and @30 Spark HoldCo units if the underwriters exaxan full their
option to purchase additional shares of Class Ansomstock); ant

* the investors in this offering will collectively ltb21.82% of the voting power in us (or 25.09%ha toting power in
us if the underwriters exercise in full their optim purchase additional shares of Class A comramk)} and

* NuDevco will hold 78.18% of the voting power in (@8 74.91% of the voting power in us if the undéters exercise i
full their option to purchase additional share€t#ss A common stock

Holding Company Structure

Our post-offering organizational structure willall NuDevco to retain its equity ownership in SpeidddCo, a partnership for
U.S. federal income tax purposes. Investors indffexing will, by contrast, hold their equity ownsgip in the form of shares of
Class A common stock in us, and we are classifieal domestic corporation for U.S. federal incomxeptarposes. We believe that
NuDevco finds it advantageous to hold its equitgriests in an entity that is not taxable as a gatmm for U.S. federal incon

tax purposes. The ultimate owner of NuDevco withglly incur U.S. federal, state and local incdmes on its proportionate
share of any taxable income of Spark HoldCo.

In addition, pursuant to our certificate of incorgiton and the Spark HoldCo LLC Agreement, our &dgitructure and the capital
structure of Spark HoldCo will generally replicatee another and will provide for customary antitidn mechanisms in order to
maintain the one-for-one exchange ratio betweerspgak HoldCo units and our Class A common stoglqrag other things.
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The holders of Spark HoldCo units, including ud| geénerally incur U.S. federal, state and locabime taxes on their
proportionate share of any taxable income of SpnlkiCo and will be allocated their proportionateughof any taxable loss of
Spark HoldCo. The Spark HoldCo LLC Agreement presido the extent cash is available, for distrdngipro rata to the holders
of Spark HoldCo units such that we receive an arnofioash sufficient to cover the estimated taxagple by us.

We may accumulate cash balances in future yeanttingsfrom distributions from Spark HoldCo excemgliour tax liabilities and
our obligations to make payments under the Tax Rabke Agreement. To the extent we do not distetauch cash balances as &
dividend on our Class A common stock and insteaitiddo hold or recontribute such cash balanc&ptok HoldCo for use in
our operations, Spark HoldCo unitholders who exgkeaheir Spark HoldCo units for Class A common lsiocthe future could
also benefit from any value attributable to anyhsaccumulated cash balances.

We will enter into a Tax Receivable Agreement withhDevco Retail Holdings, NuDevco Retail and Spadtd€o. This
agreement generally provides for the payment bykKSpaergy, Inc. to NuDevco of 85% of the net caairggs, if any, in U.S.
federal, state and local income tax or franchigahat Spark Energy, Inc. actually realizes (ateemed to realize in certain
circumstances) in periods after this offering assalt of (i) any tax basis increases resultingiftbe purchase by Spark Energy,
Inc. of Spark HoldCo units from NuDevco Retail Halgks prior to or in connection with this offerin@) the tax basis increases
resulting from the exchange of Spark HoldCo urotsshares of Class A common stock pursuant to xoh&hge Right (or
resulting from an exchange of Spark HoldCo unitscish pursuant to the Cash Option) and (iii) iredubterest deemed to be
paid by us as a result of, and additional tax bagssng from, any payments we make under the TeoeRable Agreement. In
addition, payments we make under the Tax Receivatpleement will be increased by any interest aatfuem the due date
(without extensions) of the corresponding tax mret@park Energy, Inc. will retain the benefit oé ttemaining 15% of these cash
savings. Spark Energy, Inc. may be required tordefeartially defer any payment due to the holddgnights under the Tax
Receivable Agreement in certain circumstances duhie five-year period commencing on October 142&ke “Certain
Relationships and Related Party Transactions—TaeiRable Agreement.”
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
Spark HoldCo LLC Agreement

The Spark HoldCo LLC Agreement is filed as an ethidbthe registration statement of which this p@sus forms a part, and the
following description of the Spark HoldCo LLC Agreent is qualified in its entirety by reference #ier

In accordance with the terms of the Spark HoldC& lAgreement, NuDevco will generally have the righéxchange its Spark
HoldCo units (and a corresponding number of sharesir Class B common stock) for shares of our €£mgommon stock at an
exchange ratio of one share of Class A common gstwobach Spark HoldCo unit (and correspondingesiofClass B common
stock) exchanged, subject to conversion rate adpr#is for stock splits, stock dividends and rediaassions. At Spark HoldCo'’s
option, Spark HoldCo may give NuDevco cash in anam equal to the Cash Election Amount of the shafeClass A common
stock instead. We are obligated to facilitate athexge for shares of Class A common stock througgn&ibution of shares of
Class A common stock to Spark HoldCo LLC or, akiirrely, we have the right to acquire the subjqer® HoldCo units and
corresponding shares of Class B common stock fraeNco by paying, at our option, either (x) the temof shares of Class A
common stock NuDevco would have received in th@gsed exchange or (y) cash in an amount equaétG@ash Election
Amount of such shares of Class A common stock. hEsction Amount” means, with respect to the shafeClass A common
stock to be delivered to NuDevco by Spark HoldCrspant to the Spark HoldCo LLC Agreement, (i) if @lass A common
stock is then admitted to trading on a nationalisées exchange, the amount that would be recaivileg number of shares of
Class A common stock to which NuDevco would otheenabe entitled were sold at a per share price ¢qulé trailing 30-day
volume weighted average price of a share of ClaserAmon stock on such exchange, or (ii) in the eskares of Class A
common stock are not then admitted to trading nateonal securities exchange, the value that wbaldbtained in an arm’s
length transaction for cash between an informedvétiithg buyer and an informed and willing selleeither of whom is under a
compulsion to purchase or sell, respectively, aitdout regard to the particular circumstances eftihyer and the seller, as
determined by us. As NuDevco exchanges its Spal@CGtounits, our membership interest in Spark Holaabbe
correspondingly increased, and the number of sludrétass B common stock held by NuDevco will berespondingly reduced.

Under the Spark HoldCo LLC Agreement, we have itjiet to determine when distributions will be maddhe holders of Spark
HoldCo units and the amount of any such distrimgid-ollowing this offering, if we authorize a dibtition, such distribution wi
be made to the holders of Spark HoldCo units oroaata basis in accordance with their respecteregntage ownership of Sp:
HoldCo units. The Spark HoldCo LLC Agreement preggto the extent Spark HoldCo has available cadhsanot prevented by
restrictions in any of its credit agreements, figstributions pro rata to the holders of Spark Hald@its such that we receive an
amount of cash sufficient to fund the targeted iy dividend we intend to pay to holders of oda$s A common stock and
payments under the Tax Receivable Agreement weewilr into with Spark HoldCo, NuDevco Retail Halgs and NuDevco
Retail.

The holders of Spark HoldCo units, including ud| geénerally incur U.S. federal, state and locabime taxes on their
proportionate share of any taxable income of SpkiCo and will be allocated their proportionateughof any taxable loss of
Spark HoldCo. Net profits and net losses of SpasldBo generally will be allocated to holders of &pidoldCo units on a pro
rata basis in accordance with their respectivegregage ownership of Spark HoldCo units, exceptdhetin non-pro rata
adjustments will be required to be made to refbedlt-in gains and losses and tax depletion, degtien and amortization with
respect to such built-in gains and losses. Thek3paldCo LLC Agreement provides, to the extent casivailable, for
distributions pro rata to the holders of Spark Kdunits such that we receive an amount of caditisut to cover the estimated
taxes payable by us.
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In addition, if the cumulative amount of U.S., feslestate or local taxes payable by us exceedartt@int of the tax distribution
to us, Spark HoldCo will make advances to us iamount necessary to enable us to fully pay theskatailities. Such advances
will be repayable, without interest, solely frone(j by offset against) future distributions by &pdoldCo to us.

The Spark HoldCo LLC Agreement will provide thatcept as otherwise determined by us, at any timesseee a share of our
Class A common stock or any other equity seculttiy,net proceeds received by us with respect to issaance, if any, shall be
concurrently invested in Spark HoldCo, and SparkdBo shall issue to us one Spark HoldCo unit oepodtonomically
equivalent equity interest. Conversely, if at anyet any shares of our Class A common stock areeredd, repurchased or
otherwise acquired, Spark HoldCo shall redeem,raffase or otherwise acquire an equal number okSaldCo units held by
us, upon the same terms and for the same pri¢eeahares of our Class A common stock are redeegarchased or otherwi
acquired.

Spark HoldCo will be dissolved only upon the fiisccur of (i) the sale of substantially all of #ssets or (i) an election by us tc
dissolve the company. Upon dissolution, Spark Holadl be liquidated and the proceeds from any itigtion will be applied ar
distributed in the following manner: (a) first,¢oeditors (including to the extent permitted by laneditors who are members) in
satisfaction of the liabilities of Spark HoldCo) @econd, to establish cash reserves for contiraramforeseen liabilities and

(c) third, to its members in proportion to the nenbf Spark HoldCo units owned by each of them.

The Spark HoldCo LLC Agreement will also providattispark HoldCo will pay certain of Spark Energg.is expenses
attributable to its status as a public companyhSxpenses include, but are not limited to, acdngrand legal fees, independent
director compensation, director and officer liggiinsurance expense, Sarbanes-Oxley compliararesfar agent and registrar
fees, tax return preparation, investor relatiorzease, SEC and NASDAQ compliance fees and theafed&xpenses of other
service providers that provide services to Sparr@y Inc. in connection with its obligations agublicly-traded company.

Tax Receivable Agreement

As described above in “Corporate Reorganization-efiparation of Spark Energy,” Spark Energy, Inclwirchase Spark
HoldCo units from NuDevco Retail Holdings priordoin connection with this offering. In additiors described in “—Spark
HoldCo LLC Agreement” above, in the future, NuDeVaad its permitted transferees) may exchangepigsk3HoldCo units
(together with a corresponding number of shareéglass B common stock) for shares of Class A comstock (on a one-for-one
basis, subject to conversion rate adjustmentstéakssplits, stock dividends and reclassificatiod ather similar transactions or
for cash pursuant to the Cash Option). Spark Holt@mds to make an election under Section 75hefode that will be
effective for the initial tax year and for eachahle year in which an exchange of Spark HoldCaosu(aitd corresponding share:
Class B common stock) for shares of Class A comstock pursuant to the Exchange Right (or an exahah&park HoldCo
units for cash pursuant to the Cash Option) ocdissuant to the Section 754 election, each exehah§park HoldCo units for
shares of Class A common stock (as well as anyasghof Spark HoldCo units for cash) is expecta@ésalt in an adjustment to
the tax basis of the tangible and intangible agsgeSpark HoldCo, and these adjustments will becalled to us. Adjustments to
the tax basis of the tangible and intangible assfeBpark HoldCo described above would not haven laemilable absent these
exchanges of Spark HoldCo units. The anticipatesiskadjustments are expected to increase (forugpoges) our depreciation,
depletion and amortization deductions and may ddéswease our gains (or increase our losses) orefdispositions of certain
capital assets to the extent tax basis is allodatéttbse capital assets. Such increased deduaiwhbsses and reduced gains |
reduce the amount of tax that we would otherwisesjeired to pay in the future.

We will enter into a Tax Receivable Agreement v8ghark HoldCo, NuDevco Retail Holdings and NuDevetai.
This agreement generally provides for the paymgntsito NuDevco of 85% of the net cash savingsnyf, in
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U.S. federal, state and local income tax or fraseléax that we actually realize (or are deemeddbze in certain circumstances)
in periods after this offering as a result of @lydax basis increases resulting from the purchgsepark Energy, Inc. of Spark
HoldCo units from NuDevco Retail Holdings priordoin connection with this offering, (ii) the tar$is increases resulting from
the exchange of Spark HoldCo units for shares a§€RA common stock pursuant to the Exchange Raghtegulting from an
exchange of Spark HoldCo units for cash pursuatitadCash Option) and (iii) imputed interest deermacole paid by us as a res
of, and additional tax basis arising from, any pagits we make under the Tax Receivable Agreement.

The payment obligations under the Tax Receivabledment are our obligations and not obligationSgHrk HoldCo. For
purposes of the Tax Receivable Agreement, cashgsm tax generally are calculated by comparingastual tax liability to the
amount we would have been required to pay had wbeaen able to utilize any of the tax benefits sabjo the Tax Receivable
Agreement. The term of the Tax Receivable Agreemdéhtommence upon the completion of this offerargd will continue unti
all such tax benefits have been utilized or hayered, unless Spark HoldCo exercises its righetmtnate the Tax Receivable
Agreement.

In certain circumstances, Spark Energy, Inc. maseheired to defer or partially defer any paymai tb the holders of rights
under the Tax Receivable Agreement, which willighiy be, and for purposes of this disclosure weehassumed will be,
NuDevco Retail Holdings and NuDevco Retail. As digsd elsewhere in this prospectus, no TRA Paymihbe made during
2014, and any future TRA Payments due with resjpegtgiven taxable year are expected to be paikoember of the subsequ
calendar year.

During the five-year period commencing October@14 Spark Energy, Inc. will defer all or a porti@inany TRA Payment owed
pursuant to the Tax Receivable Agreement to thenéxhat Spark HoldCo does not generate sufficiash Available for
Distribution (as defined below) during the four-giea period ending September 30th of the applicgel in which the TRA
Payment is to be made in an amount that equalsceeds 130% (the “TRA Coverage Ratio”) of the T@gtributions (as
defined below) paid in such four-quarter periodSpark HoldCo. For purposes of computing the TRA&age Ratio:

* “Cash Available for Distribution” is generally deéd as the Adjusted EBITDA of Spark HoldCo for #pplicable
period, less (i) cash interest paid by Spark Hold@)pocapital expenditures of Spark HoldCo (exahesof customer
acquisition costs) and (iii) any taxes payable pgr& HoldCo; anc

* “Total Distribution” are defined as the aggregate distributions negesanuse Spark Energy, Inc. to rece
distributions of cash equal to (i) the targetedrtprly distribution we intend to pay to holdersanfr Class A common
stock payable during the applicable four-quarteigok plus (ii) the estimated taxes payable by wsng) such four-
quarter period, plus (iii) the expected TRA Paymmatable during the calendar year for which the T®Aerage Rati
is being testec

In the event that the TRA Coverage Ratio is ndsBad in any calendar year, Spark Energy, Incl eéfer all or a portion of the
TRA Payment to NuDevco under the Tax Receivables@grent to the extent necessary to permit Spark@totd satisfy the TR
Coverage Ratio (and Spark HoldCo is not requiretiake and will not make the pro rata distributiomgs members with respect
to the deferred portion of the TRA Payment). If THeA Coverage Ratio is satisfied in any calendary8park Energy, Inc. will
pay NuDevco the full amount of the TRA Payment.

Following the five-year deferral period, Spark Ejemc. will be obligated to pay any outstandindedeed TRA Payments (x) to
the extent such deferred TRA Payments do not ex@etite lesser of Spark Energy Inc.’s proportienshare of aggregate Cash
Available for Distribution of Spark HoldCo durinhe five-year deferral period or the cash distritmsgi actually received by Spark
Energy Inc. during the five-year deferral pericgfjuced by (ii) the sum of (a) the aggregate taygatterly dividends (which, for
the purposes of the Tax Receivable
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Agreement, will be $0.3625 per share per quarternng the five-year deferral period, (b) Spark Eyelinc.’s estimated taxes
during the five-year deferral period, and (c) albp TRA Payments and (y) if with respect to thedarly period during which the
deferred TRA Payment is otherwise paid or payaé®ark HoldCo has or reasonably determines it valehamounts necessary to
cause Spark Energy, Inc. to receive distributidnsash equal to the target quarterly distributiaggble during that quarterly
period. Any portion of the deferred TRA Paymentspayable due to these limitations will no longergayable.

Estimating the amount of payments that may be rnader the Tax Receivable Agreement is by its ndtapgecise, insofar as t
calculation of amounts payable depends on a vawiefigctors. The actual increase in tax basis, @bag the amount and timing
any payments under the Tax Receivable Agreemehtyary depending upon a number of factors, inalgdihe timing of the
exchanges, the price of Class A common stock dinieof each exchange, the extent to which suchanges are taxable, the
amount and timing of the taxable income we genératiee future and the tax rate then applicabld,the portion of our paymer
under the Tax Receivable Agreement constitutinguit@g interest or depreciable or amortizable b&gesexpect that the
payments that we will be required to make undefTidpe Receivable Agreement could be substantialudgsg no material
changes in the relevant tax law, we expect thaeifTax Receivable Agreement were terminated imatelyi after this offering,
the estimated termination payment (as describea)elould be approximately $73.8 million (calculdtasing a discount rate
equal to the LIBOR plus 200 basis points). Thedoneg amounts are merely estimates and the acayah@nts could differ
materially. It is possible that future transactiongvents could increase or decrease the actubktzefits realized and the
corresponding Tax Receivable Agreement paymerntsmpared to these estimates. Moreover, there mayshiestantial negative
impact on our liquidity if, as a result of timingsdrepancies or otherwise, (i) the payments urtieiTax Receivable Agreement
exceed the actual benefits we realize in respettteofax attributes subject to the Tax Receivalge2@ment and/or

(ii) distributions to us by Spark HoldCo are noffigient to permit us to make payments under the Raceivable Agreement aff
we have paid our taxes and other obligations. Bleas “Risk Factors—Risks Related to the Offerimdj@ur Class A Common
Stock—In certain cases, payments under the Taxi®Rdile Agreement may be accelerated and/or sigmiflg exceed the actual
benefits, if any, we realize in respect of thed#ixibutes subject to the Tax Receivable Agreer@iie payments under the Tax
Receivable Agreement will not be conditioned updmHler of rights under the Tax Receivable Agredarharing a continued
ownership interest in either Spark HoldCo or us.

In addition, although we are not aware of any igkaéwould cause the Internal Revenue ServiceSTJRo challenge potential

tax basis increases or other tax benefits covenddnthe Tax Receivable Agreement, holders of sigintder the Tax Receivable
Agreement will not reimburse us for any paymeng/jmusly made under the Tax Receivable Agreementdh basis increases or
other benefits are subsequently disallowed, exteptexcess payments made to any such holder evileted against payments
otherwise to be made, if any, to such holder afterdetermination of such excess. As a resultuah €ircumstances, we could
make payments that are greater than our actualtaasiavings, if any, and may not be able to re¢bope payments, which cot
adversely affect our liquidity.

The Tax Receivable Agreement provides that in tlemethat we breach any of our material obligationder it, whether as a
result of (i) our failure to make any payment widkere (including in cases where we elect to termitiag€l ax Receivable
Agreement early, the Tax Receivable Agreementaite&ted early due to certain mergers or other gaésaiof control or we have
available cash but fail to make payments when agieucircumstances where we do not have the rigéletct to defer the
payment, as described below, (ii) our failure tadroany other material obligation under it, inchuglthe restriction on our ability
to make distributions to holders of Class A commtmtk in excess of the initial targeted quarterstribution while any TRA
Payment is due and payable but unpaid, or (iiippgration of law as a result of the rejection & Tax Receivable Agreement i
case commenced under the United States Bankrumtdg & otherwise, then all our payment and other
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obligations under the Tax Receivable Agreementhélbccelerated and will become due and payablgiagithe same
assumptions described above. Such payments cowldhdstantial and could exceed our actual cashatargs under the Tax
Receivable Agreement.

Additionally, we have the right to terminate the<TReceivable Agreement. If we elect to terminate Tax Receivable Agreement
early or it is terminated early due to certain neesgor other changes of control, we would be reguio make an immediate
payment equal to the present value of the antieiphtture tax benefits subject to the Tax Recew&greement, which
calculation of anticipated future tax benefits vadl based upon certain assumptions and deemed esetriorth in the Tax
Receivable Agreement, including the assumptionvleahave sufficient taxable income to fully utilizech benefits and that any
Spark HoldCo units that NuDevco or its permittethgferees own on the termination date are deemuwel éachanged on the
termination date. Any early termination payment rhaymade significantly in advance of the actudizaton, if any, of such
future benefits and significantly exceed our realitax savings.

Decisions we make in the course of running ourrmss, such as with respect to mergers, asset gtlesforms of business
combinations or other changes in control, may arilee the timing and amount of payments that aeived by NuDevco under
the Tax Receivable Agreement. For example, théeealisposition of assets following an exchang8&pérk HoldCo units may
accelerate payments under the Tax Receivable Agneteamd increase the present value of such paypserdghe disposition of
assets before an exchange of Spark HoldCo unitsimsegase NuDevco'’s tax liability without givingsé to any rights of
NuDevco to receive payments under the Tax Receaivagteement

Payments are generally due under the Tax Receivakement within 30 days following the finalizatiof the schedule with
respect to which the payment obligation is cal@daglthough interest on such payments will begiiaccrue from the due date
(without extensions) of such tax return until tleg/ment is made at a rate equal to the LIBOR pl@sl2is points. Except in
cases where we elect to terminate the Tax Recevaireement early, the Tax Receivable Agreemeterisinated early due to
certain mergers or other changes of control or amefavailable cash but fail to make payments when generally we may elect
to defer payments due under the Tax Receivableehgeat if we do not have available cash to satisfypayment obligations
under the Tax Receivable Agreement or if our caira obligations limit our ability to make thesayments. Any such deferred
payments under the Tax Receivable Agreement géyaridllaccrue interest at a rate of LIBOR plus S3@ksis points; provided,
however, that interest will accrue at a rate of @B plus 200 basis points if we are unable to makbd payment as a result of
limitations imposed by existing credit agreemehtsaddition, as described above, we may be requireigfer or partially defer
payments under the Tax Receivable Agreement imioecircumstances during the five-year period comeimey on October 1,
2014.

Because we are a holding company with no operatbosr own, our ability to make payments underTh& Receivable
Agreement is dependent on the ability of Spark Boldo make distributions to us in an amount sudfitito cover our obligations
under the Tax Receivable Agreement; this abilitytuirn, may depend on the ability of Spark HoldCaibsidiaries to make
distributions to it. The ability of Spark HoldCodhits subsidiaries to make such distributions bédlsubject to, among other
things, the applicable provisions of Delaware laatimay limit the amount of funds available fortdmition and restrictions in
relevant debt instruments issued by Spark Hold@@caints subsidiaries. To the extent that we ailesto make payments under
the Tax Receivable Agreement for any reason, sagmpnts will be deferred and will accrue interastlypaid.

The form of the Tax Receivable Agreement is filacha exhibit to the registration statement of whidh prospectus forms a part,
and the foregoing description of the Tax Receivélgezement is qualified by reference thereto.
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Registration Rights Agreement

In connection with the closing of this offering, wadl enter into a registration rights agreementhailuDevco Retail Holdings ar
NuDevco Retail. We expect that the agreement wilitain provisions by which we will agree to registader the feder:
securities laws the sale of any shares of our Glagsmmon stock received by NuDevco or certain®aiffiliates pursuant to the
Exchange Right. These registration rights will bbject to certain conditions and limitations. Wél wenerally be obligated to
pay all registration expenses in connection widséhregistration obligations, regardless of whedhegistration statement is filed
or becomes effective.

Indemnification Agreements

We intend to enter into indemnification agreemevith each of our current and future directors axecative officers. These
agreements will require us to indemnify these imtligls to the fullest extent permitted under Delanaw against liabilities that
may arise by reason of their service to us, aralt@nce expenses incurred as a result of any mhoceagainst them as to which
they could be indemnified. We believe that the tation of liability provision that will be in oumaended and restated certificate
of incorporation and the indemnification agreemayitsfacilitate our ability to continue to attraahd retain qualified individuals
to serve as directors and officers.

Interborrower Agreement

Prior to the completion of this offering, Spark EmeVentures, Spark Energy Holdings, LLC, SEG, 88 AES will enter into an
interborrower agreement, pursuant to which AES agllee to be solely responsible for and repayeatlibsing of this offering
$29.0 million of outstanding indebtedness underaauirent credit facility, under which SEG, SE and3\are co-borrowers, and
SEG and SE will agree to be solely responsiblednd, repay, the remaining $10.0 million of indeltess outstanding under our
current credit facility.

Historical Transactions with Affiliates

W. Keith Maxwell 111, one of our directors, is tls®le member of NuDevco Partners, LLC (“NuDevco iag”), which is in turn
the sole member of NuDevco Partners Holdings, LINLIDevco Partners Holdings”), which is the sole nbemof Spark Energy
Ventures and will be the sole member of NuDevcerajtving effect to this offering. Spark Energy Varms is also the sole
member of Associated Energy Services, LP (“AES”).

NuDevco Partners Holdings also owns NuDevco Midstr®evelopment, LLC*NuDevco Midstream Development”), which is
the sole member of Marlin Midstream GP, LLC, thaeal partner of Marlin Midstream Partners, LP (fM#) a publicly-traded
limited partnership that completed its initial pigldffering on July 31, 2013. NuDevco Midstream Bepment holds 1,849,545
common units and 8,724,545 subordinated units afiavhich represent an approximate 59.4% limjpegitner interest in
Marlin, and indirectly owns 100% of the generaltpar interest and incentive distribution rightdMarlin. Marlin operates throu
its two operating subsidiaries, Marlin Midstreanh and Marlin Logistics, LLC.

The paragraphs below describe historical transagtioat existed between us, Marlin and other afé during the years ended
December 31, 2013, 2012 and 2011.

Transactions with Marlin

Prior to Marlin’s IPO on July 31, 2013, we provideatural gas to Marlin, who is a processing serpicwider, whereby Marlin
gathered natural gas from us and other third anrtietracted NGLs, and redelivered the
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processed natural gas to us and other third paiiasgin replaced energy used in processing dubdaextraction of liquids,
compression and transportation of natural gasfaeldy making a payment to us at market priceseRees-affiliates, recorded
in net asset optimization revenues in our combstatéments of operations, related to Marlin’s payisie us for replaced energy
for the years ended December 31, 2013, 2012 antl\28fe $3.0 million, $8.3 million and $16.9 milliorespectively.

Additionally, on February 28, 2008, we entered mtoatural gas transportation agreement with MaaliMarlin’s pipeline,
whereby we transport retail natural gas and pawyidjeer of (i) a minimum monthly payment or (iifransportation fee per
MMBtu times actual volumes transported. The curterisportation agreement was set to expire onuaep£8, 2013, but was
extended for three additional years at a fixed pateMMBtu without a minimum monthly payment. Ind&d in our results are c
of revenues-affiliates, recorded in retail costefenues in the combined statements of operatedated to this activity of
$100,000, $300,000 and $300,000 for the years ebdedmber 31, 2013, 2012 and 2011, respectively.

Transactions with AES

Beginning on August 1, 2013, the Marlin processiggeement was terminated and we and AES enter@dimnagreement
whereby we purchased natural gas from AES at flgaita of the Marlin gas processing facility. Coétevenues-affiliates,
recorded in net asset optimization revenues irctimebined statements of operations for the yearcebBdeember 31, 2013 related
to this agreement were $17.7 million. During thegukfrom August 2, 2013 to September 30, 2013pwehased natural gas
under third-party contracts and sold the naturaltgaAES at the Marlin inlet while AES worked toveahe third-party contracts
assigned to it. We also purchased natural gameaiby third party plant inlet which was then S0ldAES. We ceased providing
this service to Marlin after September 30, 2013:dRees-affiliates, recorded in net asset optinoratevenues in the combined
statements of operations, for the year ended DeeeB1) 2013 related to these sales were $11.Dmilli

Acknowledgement Agreem:

As of December 31, 2013 and 2012, we recorded muaeounts receivable from Marlin in the amourit$300,000 and $4.0
million, respectively, and noodrrent accounts receivable from Marlin of $14.Tion as of December 31, 2012, for various di
billings, cost allocations and other services. @mil8, 2013, we and Marlin entered into an Acknesidement and Agreement,
whereby we and Marlin agreed that: (i) $14.7 millf our accounts receivable—affiliate balancelaitable to Marlin as of
March 31, 2013 (the “Outstanding Amount”) was regjuired to be paid sooner than March 31, 2014th@)Outstanding Amount
or any future accounts receivable affiliates badsmowed by Marlin would not accrue interest, anggayment of the Outstandil
Amount by Marlin prior to March 31, 2014 was noéguded. Accordingly, $14.7 million was reclassifie long-term accounts
receivable-affiliates as of December 31, 2012.

On April 26, 2013, Marlin paid $3.0 million of tH@utstanding Amount, reducing the Outstanding Amaar$l1.7 million (the
“Remaining Outstanding Amount”). On June 3, 20b8, €ompany and Marlin entered into a revised Ackadgement and
Agreement, whereby the Company and Marlin agreatl(ththe Remaining Outstanding Amount was nounegl to be paid
sooner than July 31, 2014, (ii) the Remaining Gumding Amount or any future accounts receivabldiattis balances owed by
Marlin would not accrue interest, and (iii) paymehthe Remaining Outstanding Amount prior to J8dy 2014 is not precluded.
In July 2013, in connection with the closing of Mais initial public offering, NuDevco Midstream Delopment assumed the
Remaining Outstanding Amount of $11.7 million acasupayable affiliates balance and Marlin was s#darom such obligatio
As of December 31, 2013, the receivable due t&Crapany from NuDevco Midstream Development relatetthe assumption of
the Remaining Outstanding Amount was $3.4 milliod & recorded in current accounts receivableiatifis.
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Cost allocations

We have historically paid certain expenses on liefiageveral of our affiliates (specifically, AES&mpegy, LLC (“Ampegy”),
Marlin, ENOW, LLC (“ENOW”) and NuDevco Partnersprfwhich we are reimbursed, including costs thatlva specifically
identified and certain allocated overhead costsaated with general and administrative serviaesluding executive
management, employee benefit plan administratianking arrangements, professional fees, insuramigmation services,
human resources and other support departments tffiliates. Where costs incurred on behalf ofdffdiate could not be
determined by specific identification for direcllinig, the costs were primarily allocated to théliated entities based on
percentage of departmental usage, wages or hedaddtantotal amount direct billed and allocate@tftidiates for the years ended
December 31, 2013, 2012 and 2011 was $7.4 mildri, million and $3.3 million, respectively.

Office Lease

We share our corporate headquarters with Marlir ARuDevco Partners and ENOW. Spark Energy Ventarde lessee under
the lease agreement covering these facilities. 8yealpe entire lease payment on behalf of Sparkdynéentures and we are
reimbursed by these affiliates for their sharehefleased space.

Sale of Equipment

In 2012, we sold a field office facility, vehicleasad computer equipment to Marlin and NuDevco Pestfar a total of $600,000.
The assets were sold at our historical cost basiedime of the sale, as the transactions wenedan affiliates.

ENOW

During the years ended December 31, 2013, 2012@it, we purchased electricity for, and sold eletyrto, ENOW. During
the years ended December 31, 2013, 2012 and 28i&$,te ENOW totaled $4.0 million, $1.4 million a®tl00,000, respectively.

In April and May of 2014, we took assignments gbraximately 3,600 customer accounts in Texas frof®E/ in connection
with the departure by ENOW from the Texas retadrgg business. We agreed to manage these accouhpai no consideratic
for the assignment.

ENOW is indirectly wholly owned by W. Keith Maxwsdll.
Agent and Management Services Agreen

SE, SEG and Ampegy are parties to an agent agreelatd February 26, 2011 pursuant to which Amptggugh its subagen
is entitled to market natural gas and electricityoar behalf to retail customers in several staiegpegy receives a commission
for all customers that enroll with us, which isgbanonthly for so long as the customer remains withFor the years ended
December 31, 2013, 2012 and 2011, the total conomiggid under this agreement were $55,138, $7@a#8 $194,362,
respectively. Ampegy is an affiliate of SE and S&@ is indirectly wholly owned by W. Keith Maxwedlur founder.

In connection with this relationship, SE and Ampeadgo entered into a management services agreemdtabruary 1, 2011
pursuant to which SE provided certain managememicss, including office space, accounting andiinfational services to
Ampegy management. We charged Ampegy $56,071, $3@%nd $240,000 for the years ended Decembel03B, 2012 and
2011, respectively, for these services under tpisement. Both
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the agent agreement and the management serviaeEagnt will be terminated by the parties immedyapeior to the completion
of this offering and all of our ongoing residuahnmission payment obligations will be assumed byriSgaergy Ventures.

Derivative Activities

We have entered into derivative transactions witlrlv and AES in connection with our asset optimia@aactivities. There was a
net contract value paid to us of $1.8 million, acantract value paid by us of $600,000 and a oetract value paid to us of
$500,000 related to these financial derivativessaations for the years ended December 31, 2012, &0d 2011, respectively.

Other Related Party Transactions

Since March 31, 2014, we have collected an aggeegfatpproximately $7.3 million of accounts receieafrom Ampegy, Electri
Now, Emblem Energy, Marlin Logistics, LLC, Marlinitfstream, LLC, Mobile Doc, NuDevco Midstream Deyateent, NuDevc
Partners, RetailCo, Rushmore Energy, Tarpon Gaa@tand Wahoo Enterprises, each of which areatedr directly or
indirectly, by W. Keith Maxwell Ill. Additional redted party accounts receivable from AES of $10/lianithat were recognized
subsequent to March 31, 2014 have been permarfergiyen and recorded as distributions as in histbperiods. In addition,
due to seasonal fluctuations in our working capitaluly we incurred short-term borrowings from &\ the amount of $5.5
million to fund certain of our operating expensasuired in the ordinary course, which amounts Heeen permanently forgiven
by the affiliate and recorded as a capital contitu

Policies and Procedures for Review of Related Parfjransactions

A “Related Party Transaction$ a transaction, arrangement or relationship iickvive or any of our subsidiaries was, is or wal
a participant, the amount of which involved exce®t80,000, and in which any related person hadphasll have a direct or
indirect material interest. A “Related Person” ngean

* any person who is, or at any time during the applie period was, one of our executive officersreg of our directors
* any person who is known by us to be the beneftmaler of more than 5.0% of our Class A common st

* any immediate family member of any of the foreggegsons, which means any child, stepchild, past@pparent,
spouse, sibling, mother-in-law, father-in-law, sofaw, daughter-in-law, brother-in-law or sistedaw of a director,
executive officer or a beneficial owner of morerttta0% of our Class A common stock, and any pefstirer than a
tenant or employee) sharing the household of sueltdr, executive officer or beneficial owner obra than 5.0% of
our Class A common stock; a

* any firm, corporation or other entity in which aofythe foregoing persons is a partner or princigpah a similar
position or in which such person has a 10.0% oatgrebeneficial ownership intere

Our board of directors will adopt a written relafeatty transactions policy prior to the completadrihis offering. Pursuant to this
policy, our audit committee will review all matdrfacts of all Related Party Transactions and eifipgrove or disapprove entry
into the Related Party Transaction, subject tcagefimited exceptions. In determining whether ppve or disapprove entry ir
a Related Party Transaction, our audit committedl thke into account, among other factors, the¥ahg: (i) whether the
Related Party Transaction is on terms no less &olerthan terms generally available to an unaf@iighird-party under the same
or similar circumstances and (ii) the extent of Redated Person’s interest in the transaction heurthe policy requires that all
Related Party Transactions required to be disclosedr filings with the SEC be so disclosed in@dance with applicable laws,
rules and regulations.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information with pext to the beneficial ownership of our Class A own stock and Class B
common stock that, upon the consummation of tHeriolg and transactions related thereto, and asguthe underwriters do not

exercise their option to purchase additional comnonaits, will be owned by:

® each person or group known to us to beneficially owore than 5% of any class of our outstandingigosecurities

* each member of our board of directors and any @iremminee
* each of our named executive officers; i
* all of our directors, director nominees and exa®utifficers as a grou

All information with respect to beneficial ownerghias been furnished by the respective 5% or ni@eekolders, directors or
executive officers, as the case may be. Unlesswit® noted, the mailing address of each listecbeial owner is 2105

CityWest Blvd., Suite 100, Houston, Texas, 77042.

We have granted the underwriters the option tolmse up to an additional 450,000 shares of Class#mon stock.

Class A common stock to be
beneficially owned Class B common stock to be
following the beneficially owned following the
offering @ offering @
Name of beneficial owner Number Percentage Number Percentage

Combined
voting
power @

Five percent
stockholders:
NuDevco Partners,
LLC ® — —% 10,750,000 100%
Directors, director
nominees and named
executive officers:

W. Keith Maxwell 11|

(©) — —% 10,750,000 100%
Nathan Kroeker — —% — —
Allison Wall — —% — —
James G. Jones Il — —% — —
John Eads — —% — —
Kenneth M. Hartwick — —% — —

Directors, director
nominees and current

executive officers as
a group (8 total) — —% 10,750,000 100%

78.18%

78.18%
—%
—%
—%
—%
—%

—%

* Less than one perce

(1) NuDevco will have the right to exchange all or atjpm of its Spark HoldCo units (together with aresponding number of shares
Class B common stock) for Class A common stoclcésh at Spark Energy, Inc.’s or Spark HoldCo'stedag at an exchange ratio of
one share of Class A common stock for each Spat#tCtounit (and corresponding share of Class B comstock) exchanged. For
additional information, please see “Certain Refahips and Related Party Transactions—Spark Hold@»Agreement.” Excludes the
following number of restricted stock units to bsuied under our LTIP in connection with the consuionaof this offering: 50,000
restricted stock units to Mr. Kroeker; 25,000 rieséd stock units to Ms. Hodges; 25,000 restrictiedk units to Ms. Wall; 3,750
restricted stock units to Mr. Jones; 3,750 restdcdtock units to Mr. Eads; and 3,750 restrictedkstinits to Mr. Hartwick
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(2)

3)

Represents the percentage of voting power of cas<CA common stock and Class B common stock vabigether as a single class. E
share of Class B common stock entitles its holdeme vote on all matters to be voted on by shddeh® generally

NuDevco Partners, LLC, a Texas limited liabilityngpany, is the sole member of NuDevco Partners Hg&JiLLC, a Texas limite
liability company, which is the sole member of Nwide Retail Holdings, LLC, which owns a 100% intern@sNuDevco Retail, LLC, an
may therefore be deemed to beneficially own theeshaf Class A common stock and Class B commorksteld by NuDevco. W. Keith
Maxwell 11l is the sole member of NuDevco PartnédsC and may therefore be deemed to beneficially tiwe shares of Class A
common stock and Class B common stock held by Nabev the underwriters exercise their option teghase additional Class A
common stock in full and we use the net proceeeetfom to purchase additional Spark HoldCo units @ncel the corresponding
number of shares of Class B common stock, the nuoflehares of Class B common stock owned by Nub&artners, LLC would be
10,300,000, resulting in a voting power of NuDeRartners, LLC of 74.91%
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DESCRIPTION OF CAPITAL STOCK

Upon completion of this offering, the authorizegbital stock of Spark Energy, Inc. will consist &,000,000 shares of Class A
common stock, $0.01 par value per share, of whjeBB000 shares will be issued and outstandin@080000 shares of Class B
common stock, $0.01 par value per share, of whigFi50,000 shares will be issued and outstanding@@r@D0,000 shares of
preferred stock, $0.01 par value per share, of wh@shares will be issued and outstanding.

The following summary of the capital stock and iiedte of incorporation and bylaws of Spark Energe. does not purport to
complete and is qualified in its entirety by refeze to the provisions of applicable law and to aertificate of incorporation and
by-laws, which are filed as exhibits to the regitm statement of which this prospectus is a part.

Class A Common Stock

Voting RightsHolders of shares of Class A common stock areledtib one vote per share held of record on altersato be
voted upon by the shareholders. The holders ofsGlasommon stock do not have cumulative votingtsgh the election of
directors.

Dividend Rights. Holders of shares of our Class A common stocleatitled to ratably receive dividends when ande€lared by
our board of directors out of funds legally avaiéafor that purpose, subject to any statutory ortiatual restrictions on the
payment of dividends and to any prior rights arefgnences that may be applicable to any outstanuiefgrred stock.

Liguidation Rights. Upon our liquidation, dissolution, distributiohassets or other winding up, the holders of Clasemmon
stock are entitled to receive ratably the assetfiable for distribution to the shareholders aftayment of liabilities and the
liquidation preference of any of our outstandingrsis of preferred stock.

Other Matters The shares of Class A common stock have no pridéesrgr conversion rights and are not subject tthier calls ol
assessment by us. There are no redemption or gifilkird provisions applicable to the Class A comrstmtk. All outstanding
shares of our Class A common stock, including tles€A common stock offered in this offering, askyfpaid and non-
assessable.

Class B Common Stock

Generally.In connection with the reorganization and this iiffg, NuDevco will receive one share of Class B nwn stock for
each Spark HoldCo unit that it holds. AccordindlyiDevco will have a number of votes in Spark Enetgg. equal to the
aggregate number of Spark HoldCo units that it i0ld

Voting RightsHolders of shares of our Class B common stock iatilexl to one vote per share held of record omaliters to be
voted upon by the shareholders. Holders of shdreardClass A common stock and Class B common stotk together as a
single class on all matters presented to our shéders for their vote or approval, except with esto the amendment of certain
provisions of our certificate of incorporation thveduld alter or change the powers, preferencepexial rights of the Class B
common stock so as to affect them adversely, waisbndments must be by a majority of the votesledtib be cast by the
holders of the shares affected by the amendmetihgvas a separate class, or as otherwise regoyregplicable law. The holders
of Class B common stock do not have cumulativengptights in the election of directors.

Dividend and Liquidation RightHolders of our Class B common stock do not havereyhy to receive dividends, unless the
dividend consists of shares of our Class B comnmeksor of rights, options, warrants or other
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securities convertible or exercisable into or exgfeable for shares of Class B common stock paidgptionally with respect to
each outstanding share of our Class B common stagdla dividend consisting of shares of Class A comstock or of rights,
options, warrants or other securities convertille>e@rcisable into or exchangeable for shares @sCA common stock on the
same terms is simultaneously paid to the holde@ads A common stock. Holders of our Class B comstock do not have any
right to receive a distribution upon a liquidatienwinding up of Spark Energy, Inc.

Preferred Stock

Our certificate of incorporation authorizes our tabaf directors, subject to any limitations presed by law, without further
shareholder approval, to establish and to issum fime to time one or more classes or series dépeal stock, par value $0.01
per share, covering up to an aggregate of 20,00G08res of preferred stock. Each class or sefig®terred stock will cover the
number of shares and will have the powers, preé@®rrights, qualifications, limitations and regidns determined by the board
of directors, which may include, among others,akwid rights, liquidation preferences, voting rigltsnversion rights, preempiti
rights and redemption rights. Except as providethioyor in a preferred stock designation, the hdae preferred stock will not
be entitled to vote at or receive notice of any tingeof shareholders.

Anti-Takeover Effects of Provisions of Our Certificate of Incorporation, our Bylaws and Delaware Law

Some provisions of Delaware law, and our certi@aaftincorporation and our bylaws described beloil,contain provisions that
could make the following transactions more difftcalcquisitions of us by means of a tender offgmaxy contest or otherwise; or
removal of our incumbent officers and directorse3d provisions may also have the effect of premgrthanges in our
management. It is possible that these provision&lamake it more difficult to accomplish or couldtdr transactions that
shareholders may otherwise consider to be in thest interest or in our best interests, includraggactions that might result in a
premium over the market price for our shares.

These provisions, summarized below, are expectdistourage coercive takeover practices and inadedakeover bids. These
provisions are also designed to encourage pergehking to acquire control of us to first negotiaith us. We believe that the
benefits of increased protection and our poteatidity to negotiate with the proponent of an uerfidly or unsolicited proposal to
acquire or restructure us outweigh the disadvastaf@idiscouraging these proposals because, ambegtbings, negotiation of
these proposals could result in an improvementaf terms.

Delaware Law

In our amended and restated certificate of incafpom, we have elected not to be subject to theigions of Section 203 of the
DGCL regulating corporate takeovers until the datavhich W. Keith Maxwell |1l no longer beneficiglbwns in the aggregate
more than fifteen percent of the outstanding Ceassmmon stock and Class B common stock. On ard afich date, we will be
subject to the provisions of Section 203 of the DGC

In general, those provisions prohibit a Delawang@amation, including those whose securities atedigor trading on the
NASDAQ Global Select Market, from engaging in amginess combination with any interested sharehdtdex period of thre
years following the date that the shareholder becaminterested shareholder, unli

* the transaction is approved by the board of dirsdbefore the date the interested shareholdenattdhat status

* upon consummation of the transaction that resuftekde shareholder becoming an interested sharehdaltk interested
shareholder owned at least 85% of the voting std¢ke corporation outstanding at the time thedaation
commenced;
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* on or after such time the business combinatiopsaved by the board of directors and authorizeadraeeting o
shareholders by at least t-thirds of the outstanding voting stock that is oahed by the interested sharehol

Certificate of Incorporation and Bylaws

Provisions of our certificate of incorporation @mdaws, which will become effective upon the clagsof this offering, may delay
or discourage transactions involving an actualateptial change in control or change in our managenincluding transactions
which shareholders might otherwise receive a premiar their shares, or transactions that our shadehs might otherwise deem
to be in their best interests. Therefore, thesgigians could adversely affect the price of ourgSla common stock.

Among other things, our certificate of incorporat@and bylaws will:

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

* provide that the authorized number of directors tm@ghanged only by resolution of the board ofaiaes;

* provide that all vacancies in our board, includmegvly created directorships, may, except as ottserveéquired by law
or, if applicable, the rights of holders of a seré preferred stock, be filled by the affirmatiwate of a majority of
directors then in office, even if less than a quar

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

* provide that at any time after the first date updrich W. Keith Maxwell Il ho longer beneficiallywans more than fifty
percent of the outstanding Class A common stockGadgs B common stock, any action required or piggohio be
taken by the shareholders must be effected atyacdlled annual or special meeting of shareholdatsmay not be
effected by any consent in writing in lieu of a reg of such shareholders, subject to the righthefholders of any
series of preferred stock with respect to suctesdprior to such time, such actions may be takiémowt a meeting by
written consent of holders of the outstanding stoaking not less than the minimum number of vadtes would be
necessary to authorize or take such action at aimgge

* provide that at any time after the first date updnch W. Keith Maxwell 11l no longer beneficiallywens more than fifty
percent of the outstanding Class A common stockGlads B common stock, special meetings of ourestuddlers may
only be called by the board of directors, the chkiefcutive officer or the chairman of the boardofpto such time,
special meetings may also be called by our Segratahe request of holders of record of fifty pertcof the outstandit
Class A common stock and Class B common st¢

* provide that our amended and restated certifichitecorporation and amended and restated bylawsbmeamended by
the affirmative vote of the holders of at least-thirds of our outstanding stock entitled to voterton;

* provide that our amended and restated bylaws camlesmded by the board of directc
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* establish advance notice procedures with regastidoeholder proposals relating to the nominatioceoflidates fo
election as directors or new business to be broogtare meetings of our shareholders. These proesguovide that
notice of shareholder proposals must be timelyrgimenriting to our corporate secretary prior te theeting at which
the action is to be taken. These requirements megtyzle shareholders from bringing matters befoeeshareholders at
an annual or special meeting; ¢

* provide that we renounce any interest in existing fature investments in other entities by, orltheiness opportunitic
of, NuDevco Partners, LLC, NuDevco Partners Holdjng-C and W. Keith Maxwell 1ll, or any of their faders,
directors, agents, shareholders, members, partfélsites and subsidiaries (other than our doecivho are presented
business opportunities in their capacity as owadlars or officers) and that they have no obligatmoffer us those
investments or opportunitie

Forum Selection

Our amended and restated certificate of incorpamatiill provide that unless we consent in writiogtlhe selection of an
alternative forum, the Court of Chancery of thet&tef Delaware will, to the fullest extent permittey applicable law, be the sole
and exclusive forum for:

* any derivative action or proceeding brought ontmhalf;

® any action asserting a claim of breach of a fidycihuty owed by any of our directors, officers, déoyees or agents to
us or our shareholdetr

® any action asserting a claim against us or anydirer officer or other employee of ours arisingguant to an'
provision of the DGCL, our certificate of incorptica or our bylaws; o

® any action asserting a claim against us or anytdirer officer or other employee of ours thataverned by the
internal affairs doctrine, in each such case stibjesuch Court of Chancery having personal jucisoin over the
indispensable parties named as defendants th

Our amended and restated certificate of incorpamatiill also provide that any person or entity gasing or otherwise acquiring
any interest in shares of our capital stock wildeemed to have notice of, and to have consentélisdforum selection provisio
Although we believe these provisions will benefithy providing increased consistency in the apfitiosof Delaware law for the
specified types of actions and proceedings, theigioms may have the effect of discouraging lavssagainst our directors,
officers, employees and agents. The enforceatofigimilar exclusive forum provisions in other commges’ certificates of
incorporation has been challenged in legal procegsdiand it is possible that, in connection witle on more actions or
proceedings described above, a court could ruteghisprovision in our amended and restated éeaitié of incorporation is
inapplicable or unenforceable.

Limitation of Liability and Indemnification Matters

Our certificate of incorporation limits the lialyliof our directors for monetary damages for breafctheir fiduciary duty as
directors, except for liability that cannot be dhiated under the DGCL. Delaware law provides tliratotiors of a company will
not be personally liable for monetary damages feath of their fiduciary duty as directors, exdeptiabilities:

¢ for any breach of their duty of loyalty to us ora@hareholders
* for acts or omissions not in good faith or whichdlve intentional misconduct or a knowing violatiohlaw;

¢ for unlawful payment of dividend or unlawful stopurchase or redemption, as provided under Set#drof the
DGCL; or

* for any transaction from which the director deriadimproper personal bene
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Any amendment, repeal or modification of these jmions will be prospective only and would not affany limitation on liability
of a director for acts or omissions that occurradrgo any such amendment, repeal or modification.

Our certificate of incorporation and bylaws alsoypde that we will indemnify our directors and o#fs to the fullest extent
permitted by Delaware law. Our certificate of inporation and bylaws also permit us to purchaseramae on behalf of any
officer, director, employee or other agent for dapility arising out of that person’s actions ag officer, director, employee or
agent, regardless of whether Delaware law woulthfiendemnification. We intend to enter into inddffoation agreements with
each of our current and future directors and officEhese agreements will require us to indemiésé individuals to the fullest
extent permitted under Delaware law against ligbihiat may arise by reason of their service taansl, to advance expenses
incurred as a result of any proceeding against theto which they could be indemnified. We belithat the limitation of liability
provision in our certificate of incorporation argbtindemnification agreements will facilitate obilidy to continue to attract and
retain qualified individuals to serve as directansl officers.

Transfer Agent and Registrar

We anticipate that the transfer agent and registasur Class A common stock will be American Stdecknsfer & Trust
Company, LLC.

Listing
We have applied to list our Class A common stoclgfmtation on the NASDAQ Global Select Market untthe symbol “SPKE.”
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no publicketfor our Class A common stock. Future salesurfClass A common stock in
the public market, or the availability of such s#gafor sale in the public market, could adversélcathe market price of our
Class A common stock prevailing from time to tirAs.described below, only a limited number of shavilsbe available for sale
shortly after this offering due to contractual deghal restrictions on resale. Nevertheless, sdlassabstantial number of shares of
our Class A common stock in the public market astezh restrictions lapse, or the perception thaddlsales may occur, could
adversely affect the prevailing market price of Glaiss A common stock at such time and our alihitsaise equity-related capital
at a time and price we deem appropriate.

Sales of Restricted Shares

Upon the closing of this offering, we will have stainding an aggregate of 3,000,000 shares of @lassnmon stock. All
3,000,000 shares of our Class A common stock saldi$ offering (or 3,450,000 shares of Class A cmm stock if the
underwriters exercise in full their option to puask additional shares of Class A common stock)bailireely tradable without
restriction or further registration under the S@ms Act by persons other than our “affiliates"defined in Rule 144 under the
Securities Act, which would be subject to the latins and restrictions described below under “—eRu44.”

In addition, subject to certain limitations and egtions, pursuant to the terms of the Spark HoldiO® Agreement, NuDevco w
have the right to exchange all or a portion oSjpgrk HoldCo units (together with a correspondinmber of shares of Class B
common stock) for Class A common stock (or caslsymmt to the Cash Option) at an exchange ratimefbare of Class A
common stock for each Spark HoldCo unit (and cpording share of Class B common stock) exchangdjed to conversion
rate adjustments for stock splits, stock dividemadd reclassifications. Upon consummation of thisrafg, NuDevco will

hold 10,750,000 Spark HoldCo units, all of whiabg@ther with a corresponding number of shares pCtass B common stock)
will be exchangeable for shares of our Class A comsiock. See “Certain Relationships and Relatety Faansactions—Spark
HoldCo LLC Agreement.” The shares of Class A comrsimtk we issue upon such exchanges would be itriestrsecurities” as
defined in Rule 144 described below. However, up@nclosing of this offering, we intend to enteoia registration rights
agreement with NuDevco Retail Holdings and NuDeRedail that will require us to register under tlee&ities Act these shares
of Class A common stock. See “Certain Relationship$ Related Party Transactions—Registration Riggteement.”

Lock-up Agreements

We, all of our executive officers, directors andtaim affiliates, including NuDevco, have agreed twosell or transfer any shares
of Class A common stock or securities convertibte,iexchangeable for, exercisable for, or repayalith Class A common
stock, for 180 days after the date of this progmecubject to certain exceptions and extensias.‘Snderwriting” for a
description of these lock-up provisions.

Rule 144

In general, under Rule 144 under the Securitiesa&aturrently in effect, a person (or persons wishsges are aggregated) who i
not deemed to have been an affiliate of ours attiamy during the three months preceding a saleydrhas beneficially owned
restricted securities within the meaning of Ruld 1ar at least sixth months (including any periéd@nsecutive ownership of
preceding non-affiliated holders) would be entitledgell those shares, subject only to the avdiplof current public information
about us. A non-affiliated person (who has been
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unaffiliated for at least the past three monthsdwhs beneficially owned restricted securities iwithe meaning of Rule 144 for
at least one year would be entitled to sell thbsees without regard to the provisions of Rule 144.

A person (or persons whose shares are aggregabtedswieemed to be an affiliate of ours and wholeaeficially owned
restricted securities within the meaning of Ruld 1aF at least nine months would be entitled tdwéhin any three-month period
a number of shares that does not exceed the gafaiae percent of the then outstanding sharesio€tass A common stock or
the average weekly trading volume of our Class smmmn stock reported through the NASDAQ Global Seléarket during the
four calendar weeks preceding the filing of not€¢he sale. Such sales are also subject to certammer of sale provisions, not
requirements and the availability of current publiormation about us.

Stock Issued Under Employee Plans

We intend to file a registration statement on F&+8 under the Securities Act to register stockabiiunder our Long-Term
Incentive Plan. This registration statement on F8kis expected to be filed following the effeetate of the registration
statement of which this prospectus is a part aficoeieffective upon filing. Accordingly, sharegigtered under such registration
statement will be available for sale in the opemk®tafollowing the effective date, unless such skare subject to vesting
restrictions with us or the lock-up restrictionsdgébed above.
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MATERIAL U.S. FEDERAL INCOME AND ESTATE TAX CONSEQU ENCES TO
NON-U.S. HOLDERS

The following is a summary of the material U.S.ded income tax and, to a limited extent, estatedansequences related to the
purchase, ownership and disposition of our Classimon stock by a non-U.S. holder (as defined bgltwat holds our Class A
common stock as a “capital assageferally property held for investment). This surmymia based on the provisions of the Intel
Revenue Code of 1986, as amended (the “Cote3, Treasury regulations and administrative ridiagd judicial decisions, all

in effect on the date hereof, and all of whichsubject to change, possibly with retroactive effé¢e have not sought any ruling
from the IRS with respect to the statements madefamnconclusions reached in the following summang there can be no
assurance that the IRS or a court will agree witthsstatements and conclusions.

This summary does not address all aspects of Ederdl income or estate taxation that may be retdeanon-U.S. holders in
light of their personal circumstances. In additidnis summary does not address the Medicare taedain investment income,
U.S. federal gift tax laws, any state, local orefgn tax laws or any tax treaties. This summarg dies not address tax
considerations applicable to investors that maguigect to special treatment under the U.S. fedecalme tax laws, such as
(without limitation):

* banks, insurance companies or other financialtingns;

* tax-exempt or governmental organizatio

* dealers in securities or foreign currenc

* traders in securities that use the n-to-market method of accounting for U.S. federal incaanepurposes

* persons subject to the alternative minimum

* partnerships or other p~through entities for U.S. federal income tax pugsosr holders of interests there

* persons deemed to sell our Class A common stocérithd constructive sale provisions of the Cc

* persons that acquired our Class A common stockigfiréhe exercise of employee stock options or atiseras
compensation or through a -qualified retirement plar

* certain former citizens or lo-term residents of the United States;

* persons that hold our Class A common stock asgbarstraddle, appreciated financial position, Bgtit security,
hedge, conversion transaction or other integrateelstment or risk reduction transacti

PROSPECTIVE INVESTORS ARE ENCOURAGED TO CONSULT THE IR TAX ADVISOR WITH RESPECT TO THE
APPLICATION OF THE U.S. FEDERAL INCOME AND ESTATE T AX LAWS TO THEIR PARTICULAR

SITUATION, AS WELL AS ANY TAX CONSEQUENCES OF THE P URCHASE, OWNERSHIP AND DISPOSITION OF
OUR CLASS A COMMON STOCK ARISING UNDER THE U.S. FEDERAL GIFT TAX LAWS OR UNDER THE LAWS
OF ANY STATE, LOCAL, NON-U.S. OR OTHER TAXING JURIS DICTION OR UNDER ANY APPLICABLE TAX
TREATY.

Non-U.S. Holder Defined

For purposes of this discussion, a “non-U.S. hdldea beneficial owner of our Class A common sttt is not for U.S. federal
income tax purposes any of the following:

®* anindividual who is a citizen or resident of theitdd States
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* acorporation (or other entity treated as a cotpmdor U.S. federal income tax purposes) creategrganized in o
under the laws of the United States, any statettien the District of Columbie

* an estate the income of which is subject to U.@erfa income tax regardless of its source

* atrust (i) whose administration is subject tophienary supervision of a U.S. court and which has or more United
States persons who have the authority to contrsbbilstantial decisions of the trust or (ii) whitds made a valid
election under applicable U.S. Treasury regulatiorize treated as a United States per

If a partnership (including an entity treated gmetnership for U.S. federal income tax purposefjsour Class A common stot
the tax treatment of a partner in the partnershipegally will depend upon the status of the paramet upon the activities of the
partnership. Accordingly, we urge partners in panghips (including entities treated as partnerstupd).S. federal income tax
purposes) considering the purchase of our Classnton stock to consult their tax advisors regardirgU.S. federal income t
considerations of the purchase, ownership and slitipo of our Class A common stock by such partmers

Distributions

Distributions of cash or property on our Class Aaaon stock will constitute dividends for U.S. feeldncome tax purposes to
the extent paid from our current or accumulatediags and profits, as determined under U.S. fedecalme tax principles. To
the extent those distributions exceed our curredteeccumulated earnings and profits, the distrimgtiwill be treated as a non-
taxable return of capital to the extent of the b6~ holder’s tax basis in our Class A common stoul thereafter as capital gain
from the sale or exchange of such Class A comnmmrksBee “—Gain on Disposition of Class A Commooc&t” Any

distribution made to a non-U.S. holder on our Clags®mmon stock generally will be subject to U.Sthivolding tax at a rate of
30% of the gross amount of the distribution unkasapplicable income tax treaty provides for a losaée. To receive the benefit
of a reduced treaty rate, a non-U.S. holder mustige the withholding agent with an IRS Form W-8BEX other appropriate
form) certifying qualification for the reduced rate

Dividends paid to a non-U.S. holder that are effety connected with a trade or business conduayeithe non-U.S. holder in the
United States (and, if required by an applicabt®ime tax treaty, are treated as attributable tera@nent establishment
maintained by the non-U.S. holder in the United€Xpgenerally will be taxed on a net income bastie rates and in the mannert
generally applicable to United States persons éfiaetl under the Code). Such effectively connedtedends will not be subject
to U.S. withholding tax if the non-U.S. holder séiis certain certification requirements by pronglthe withholding agent with a
properly executed IRS Form W-8ECI certifying eligjtly for exemption. If the non-U.S. holder is aréign corporation, it may
also be subject to a branch profits tax (at a 3@ or such lower rate specified by an applicaldeme tax treaty) on its
effectively connected earnings and profits (as stdjifor certain items).

Gain on Disposition of Class A Common Stock

A nonU.S. holder generally will not be subject to U.&ldral income tax on any gain realized upon thee@abther disposition «
our Class A common stock unless:

* the non-U.S. holder is an individual who is preserthe United States for a period or periods agatiag 183 days or
more during the calendar year in which the saldigposition occurs and certain other conditionsnae¢

* the gain is effectively connected with a trade usibess conducted by the -U.S. holder in the United States (anc
required by an applicable tax treaty, is attriblgdb a permanent establishment maintained by dhe_hS. holder in th
United States); c
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* our Class A common stock constitutes a U.S. regdguty interest by reason of our status as a UiSitates rec
property holding corporatior* USRPHC(") for U.S. federal income tax purpos

A nonU.S. holder described in the first bullet point @e&aovill be subject to U.S. federal income tax ate of 30% (or such low
rate specified by an applicable income tax treaty)he amount of such gain, which generally magpfiset by U.S. source capital
losses.

A non-U.S. holder whose gain is described in tluwisd bullet point above generally will be taxedsonet income basis at the
rates and in the manner generally applicable taddrfstates persons (as defined under the Codegsuateapplicable income tax
treaty provides otherwise. If the non-U.S. holdea icorporation, it may also be subject to a bramofits tax (at a 30% rate or
such lower rate specified by an applicable incomxerteaty) on its effectively connected earningd aiofits (as adjusted for
certain items) which will include such gain.

Generally, a corporation is a USRPHC if the fairkeavalue of its U.S. real property interests égjoa exceeds 50% of the sum
of the fair market value of its worldwide real pesty interests and its other assets used or helgsi®in a trade or business. We
believe that we currently are not a USRPHC for fe8eral income tax purposes and we do not expemt¢ome a USRPHC for
the foreseeable future. However, in the eventwleabecome a USRPHC, as long as our Class A comtaock is considered to be
regularly traded on an established securities maokédy a non-U.S. holder that actually or congimgy owns or owned at any
time during the shorter of the five-year periodiagdn the date of the disposition or the non-Wi@der’s holding period for the
Class A common stock, more than 5% of our Classraon stock will be taxable on gain recognizedrandisposition of our
Class A common stock as a result of our statuslSRPHC. If our Class A common stock were not atergd to be regularly
traded on an established securities market, aHuh&n holders generally would be subject to U.8efal income tax on a taxable
disposition of our Class A common stock, and a i@i#hholding tax would apply to the gross proceedsif the sale of our
Class A common stock by such non-U.S. holders.

Non-U.S. holders should consult their tax advisordwéispect to the application of the foregoing rabetheir ownership and
disposition of our Class A common stock.

U.S. Federal Estate Tax

Our Class A common stock beneficially owned ortedaas owned by an individual who is not a citinemesident of the United
States (as defined for U.S. federal estate taxgzeg) at the time of death generally will be inehié in the decedent’s gross
estate for U.S. federal estate tax purposes arsdntiay be subject to U.S. federal estate tax, ualesgpplicable estate tax treaty
provides otherwise.

Backup Withholding and Information Reporting

Any dividends paid to a non-U.S. holder must beregal annually to the IRS and to the non-U.S. hol@epies of these
information returns may be made available to tkeatethorities in the country in which the non-UnSlder resides or is
established. Payments of dividends to a non-U.Eehgenerally will not be subject to backup witlding if the non-U.S. holder
establishes an exemption by properly certifyingiig-U.S. status on an IRS Form W-8BEN or other@mate version of IRS
Form W-8.

Payments of the proceeds from a sale or other sitgmo by a non-U.S. holder of our Class A commuatks effected by or
through a U.S. office of a broker generally will fighject to information reporting and backup witldlivtg (at the applicable rate)
unless the non-U.S. holder establishes an exempyigmoperly certifying its non-U.S. status on &bIForm W-8BEN or other
appropriate version of IRS Form ®/and certain other conditions are met. Informateporting and backup withholding gener:
will not apply to any payment of the
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proceeds from a sale or other disposition of o@s€lA common stock effected outside the UnitedeStay a foreign office of a
broker. However, unless such broker has documestadgnce in its records that the holder is a noB-Holder and certain other
conditions are met, or the non-U.S. holder othexweistablishes an exemption, information reportifigapply to a payment of the
proceeds of the disposition of our Class A comntonkseffected outside the United States by suctokeb if it has certain
relationships within the United States.

Backup withholding is not an additional tax. Ratitbe U.S. income tax liability (if any) of persasigbject to backup withholding
will be reduced by the amount of tax withheld. ifvaolding results in an overpayment of taxes,fan@ may be obtained,
provided that the required information is timelyrfished to the IRS.

Additional Withholding Requirements

Sections 1471 through 1474 of the Code, and thaslirg regulations and administrative guidance tsiereunder, impose a
30% withholding tax on any dividends on our Classofnmon stock and on the gross proceeds from agitgm of our Class A
common stock in each case if paid to a “foreigaricial institution” or a “non-financial foreign éyt' (each as defined in the
Code) (including, in some cases, when such forfdgmcial institution or entity is acting as andmmnediary), unless (i) in the case
of a foreign financial institution, such instituti@nters into an agreement with the U.S. governioanithhold on certain
payments, and to collect and provide to the UxSatahorities substantial information regarding a&count holders of such
institution (which includes certain equity and debtders of such institution, as well as certaiocant holders that are foreign
entities with U.S. owners), (ii) in the case ofanffinancial foreign entity, such entity certifiggat it does not have any
“substantial United States owners” (as definechex@ode) or provides the withholding agent wittegification identifying the
direct and indirect substantial United States owméithe entity, or (iii) the foreign financial titsition or non-financial foreign
entity otherwise qualifies for an exemption fronagh rules. Foreign financial institutions locateguirisdictions that have an
intergovernmental agreement with the United Stgte®rning these rules may be subject to differelatst Under certain
circumstances, a holder might be eligible for refaior credits of such taxes.

Payments subject to withholding tax under this ¢gmerally include dividends paid on Class A commsimck of a U.S.
corporation after June 30, 2014, and gross prodeeussales or other dispositions of such Clas®mmon stock after
December 31, 2016. Non-U.S. holders are encourageahsult their tax advisors regarding the possiiplications of these
withholding rules.

THE FOREGOING DISCUSSION IS FOR GENERAL INFORMATIODNLY AND SHOULD NOT BE VIEWED AS TAX
ADVICE. INVESTORS CONSIDERING THE PURCHASE OF OURA&SS A COMMON STOCK ARE URGED TO
CONSULT THEIR OWN TAX ADVISORS REGARDING THE APPLIETION OF THE U.S. FEDERAL INCOME AND
ESTATE TAX LAWS TO THEIR PARTICULAR SITUATIONS ANDTHE APPLICABILITY AND EFFECT OF U.S.
FEDERAL GIFT TAX LAWS AND ANY STATE, LOCAL OR FOREEN TAX LAWS AND TAX TREATIES.
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UNDERWRITING

Robert W. Baird & Co. Incorporated and Stifel, Naaes & Company, Incorporated are acting as reptasees of each of the
underwriters named below. Subject to the termscanditions set forth in an underwriting agreemenoag us, the underwriters
and NuDevco Retail Holdings and NuDevco Retail hage agreed to sell to the underwriters, and ehtfeainderwriters has
agreed, severally and not jointly, to purchase ftanthe number of shares of Class A common steicfogth opposite its name
below.

Number
Underwriters of Shares

Robert W. Baird & Co. Incorporated

Stifel, Nicolaus & Company, Incorporated

Janney Montgomery Scott LLC

Wunderlich Securities, Inc

BB&T Capital Markets, a division of BB&T Securities, LLC
J.J.B. Hilliard, W.L. Lyons, LLC

Drexel Hamilton, LLC

Halliday Financial LLC

USCA Securities LLC

SG Americas Securities, LLC

Natixis Securities Americas LLC

RB International Markets (USA) LLC

Total 3,000,000

Subject to the terms and conditions set forth étthderwriting agreement, the underwriters haveerseverally and not jointly,
to purchase all of the shares of Class A commarkstold under the underwriting agreement if antheke shares are purchased.
If an underwriter defaults, the underwriting agreetprovides that the purchase commitments of dmelefaulting underwriters
may be increased or the underwriting agreementbeagrminated.

We and NuDevco have agreed to indemnify the undemsragainst certain liabilities, including liab#s under the Securities A
or to contribute to payments the underwriters maydguired to make in respect of those liabilities.

The underwriters are offering the Class A commaglstsubject to prior sale, when, as and if isgoeghd accepted by them,
subject to approval of legal matters by their celinacluding the validity of the Class A commondk, and other conditions
contained in the underwriting agreement, such easdbeipt by the underwriters of legal opinions effiters’ certificates from us
and affiliated entities. The underwriters reseheright to withdraw, cancel or modify offers t@thublic and to reject orders in
whole or in part.

Commissions and Discounts

The representative has advised us that they prapitisdly to offer the Class A common stock to thgblic at the public offering
price set forth on the cover page of this prospmeand to dealers at that price less a concesstdn r&cess of $ per share.
After the initial offering, the public offering e, concession or any other term of the offering b®changed.
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The following table shows the public offering pricederwriting discount and proceeds before expettsas. The information
below assumes either no exercise or full exergisthid underwriters of their option to purchase tiddal shares of Class A
common stock.

Per Share Without Option With Option
Public offering price $ $ $
Underwriting discount () $ $ $
Proceeds, before expenses, to us 1)@ $ $ $

(1) Includes a structuring fee equal to 0.50% efdhoss proceeds of this offering payable to RolderBaird & Co. Incorporated and Stifel,
Nicolaus & Company, Incorporate

(2) None of the net proceeds from this offering willre¢ained by Spark Energy, Inc. Please"Use of Proceec”

The expenses of the offering, not including theamaliting discount or the structuring fee, arerastied at $3.5 million. Robert
W. Baird & Co. Incorporated and Stifel, NicolausGbmpany, Incorporated will receive a structuring égual to 0.50% of the
gross proceeds of this offering (including any s from the exercise of the option of purchasitiadal shares of Class A
common stock) for the evaluation, analysis andcatining of the Company. The underwriters will absoreimbursed for certain
expenses attributable to filings with the Finantmalustry Regulatory Authority, or FINRA, in an aord up to $20,000, and for
the registration or qualification of the Class Arooon stock under blue sky laws.

Option to Purchase Additional Shares of Class A Comon Stock

We have granted an option to the underwriters,cts@ole for 30 days after the date of this progmedd purchase up to an
additional 450,000 shares of Class A common stotikeapublic offering price, less the underwritaligcount. If the underwriters
exercise this option, each will be obligated, sabje conditions contained in the underwriting agnent, to purchase a number of
additional shares proportionate to that underwsiti@itial amount reflected in the above table.

No Sales of Similar Securities

We, all of our executive officers, directors andtaim affiliates, including NuDevco, have agreed twosell or transfer any shares
of Class A common stock or securities convertibte,iexchangeable for, exercisable for, or repayalith Class A common
stock, for 180 days after the date of this progpeatithout first obtaining the written consent aftiert W. Baird & Co.
Incorporated. Specifically, we and these othergesdave agreed, with certain limited exception$asth below, not to directly
or indirectly:

¢ offer, sell, contract to sell, pledge, hypotheaatestablish a put equivalent position with respeeny shares of Cla
A common stock

* grant any option, right or warrant for the sal@ny shares of Class A common stc
® purchase any option or contract to sell any shafr€dass A common stoc
* sell any option or contract to purchase any shafr€ass A common stoc

* otherwise encumber, dispose of or transfer, ortgran rights with respect to, directly or indirgctiny shares of
Class A common stocl

* request or demand that we file a registration state related to the Class A common stock

* enter into any swap or other agreement that tresygfewhole or in part, the economic consequericavaership of an'
shares of Class A common stock whether any such swaansaction is to be settled by delivery @frsls of Class A
common stock or other securities, in cash or otrsen
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The restrictions set forth in the preceding sergesiall not apply to any pledges by NuDevco in eation with any future
financing provided the pledgee agrees to be boyrttidlock-up agreement. In addition, the restitsi set forth in the preceding
sentence shall not apply to the following transfecslong as, among other things, the transferes ¢t voluntarily effect any
public filing or report regarding such transferslagrees to be bound by the terms of the lock-upengent:

* abona fide gift or gifts

* atransfer to any trust for the direct or indireenefit of such transferor or the immediate faroflyhe transferor

* adistribution to limited partners or stockholdefghe transferor

* atransfer to the transferor’s affiliates or to amyestment fund or other entity controlled or nged by the transferor;
or

* the issuance of restricted shares of Class A constamk in connection with this offering, and thienfj of a registratiol
statement on Form-8 to register stock issuable under our L-Term Incentive Plar

This lock-up provision applies to Class A commarcktand to securities convertible into or exchabégear exercisable for or
repayable with Class A common stock. It also agpiieshares of Class A common stock owned nowquieed later by the
person executing the agreement or for which thegreexecuting the agreement later acquires the mpofveisposition.

Robert W. Baird & Co. Incorporated may, in its sdigcretion and at any time or from time to timeease all or any portion of
the Class A common stock or other securities stibjeitie lock-up agreement. Any determination tease any Class A common
stock would be based upon a number of factorsedtinie of determination, which may include the neairice of the Class A
common stock, the liquidity of the trading markéthe Class A common stock, general market conitithe number of shares
Class A common stock or other securities proposduttsold or otherwise transferred and the timpogposes and terms of the
proposed sale or other transfer. Robert W. Baida& Incorporated does not have any present intergigreement or
understanding, implicit or explicit, to release arfithe shares of Class A common stock or othaur#texs subject to the lock-up
agreements prior to the expiration of the lock-epqd described above.

NASDAQ Global Select Market Listing
We have applied for listing of the Class A commtwtk on the NASDAQ Global Select Market under timmisol “SPKE.”

Before this offering, there has been no public reafér our Class A common stock. The initial puldféering price will be
determined through negotiations between us antepiresentatives. In addition to prevailing marlaiditions, the factors to be
considered in determining the initial public offegiprice are:

* the valuation multiples of publicly traded companileat the representative believes to be compatahis;
* our financial information
* the history of, and the prospects for, the Comgary the industry in which we compe

* an assessment of our management, its past anchpogezations, and the prospects for, and timin@uwif future
revenues

* the present state of our developmi
* the recent market prices of, and demand for, plyltiiaded equity securities of generally comparaioimpanies; an
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* the above factors in relation to market values\artbus valuation measures of other companies exggactivities
similar to ours

An active trading market for the Class A commortktmay not develop. It is also possible that afteroffering the Class A
common stock will not trade in the public markebatbove the initial public offering price.

The underwriters do not expect to sell more thandb¥he Class A common stock in the aggregate ¢coaats over which they
exercise discretionary authority.

Price Stabilization, Short Positions and Penalty Ris

Until the distribution of the Class A common staslcompleted, SEC rules may limit underwriters aelling group members
from bidding for and purchasing our Class A commtmtk. However, the representatives may engagarisdctions that stabili:
the share price of the Class A common stock, sadids or purchases to peg, fix or maintain thiepr

In connection with the offering, the underwriteraynpurchase and sell shares of our Class A comiock B the open market.
These transactions may include short sales, pugst@sthe open market to cover positions createshbst sales and stabilizing
transactions. Short sales involve the sale by titewriters of a greater number of shares of Cdassmmon stock than they are
required to purchase in the offering. “Covered rsisales are sales made in an amount not greaterthle underwriters’ option to
purchase additional shares of Class A common steskribed above. The underwriters may close outamgred short position
by either exercising their option to purchase addil shares of Class A common stock or purchasiirages of Class A common
stock in the open market. In determining the soofdglass A common stock to close out the covehedtgposition, the
underwriters will consider, among other things, $hare price of Class A common stock availablgtochase in the open market
as compared to the price at which they may purcblagess of Class A common stock through the ogiranted to them. “Naked”
short sales are sales in excess of such optionuiitherwriters must close out any naked short sty purchasing shares of
Class A common stock in the open market. A nakexdt gtosition is more likely to be created if thedenwriters are concerned t
there may be downward pressure on the share drmer €lass A common stock in the open market gifteing that could
adversely affect investors who purchase in therioife Stabilizing transactions consist of variougstfor or purchases of shares
Class A common stock made by the underwriterserofhen market prior to the completion of the offgri

The underwriters may also impose a penalty bids Bocurs when a particular underwriter repays eauthderwriters a portion of
the underwriting discount received by it becauseréipresentatives have repurchased shares of £tamsamon stock sold by or
for the account of such underwriter in stabilizorgshort covering transactions.

Similar to other purchase transactions, the undtmst purchases to cover the syndicate short salgshave the effect of raising
or maintaining the market price of our Class A camrstock or preventing or retarding a decline mnfarket price of our

Class A common stock. As a result, the share pficeir Class A common stock may be higher tharshiae price that might
otherwise exist in the open market. The undervgiteay conduct these transactions on the NASDAQ & I8blect Market, in the
over-the-counter market or otherwise.

Neither we nor any of the underwriters make anyasgntation or prediction as to the direction ogmi@de of any effect that tf
transactions described above may have on the phaeesof our Class A common stock. In additiontimei we nor any of the
underwriters make any representation that the septatives will engage in these transactions drtltiese transactions, once
commenced, will not be discontinued without notice.
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Electronic Distribution

In connection with the offering, certain of the endriters or securities dealers may distribute pectuses by electronic means,
such as e-mail.

Conflicts of Interest

Some of the underwriters and their affiliates hamgaged in, and may in the future engage in, invest banking and other
commercial dealings in the ordinary course of besénwith us or our affiliates. They have receiwadnay in the future receive,
customary fees and commissions for these transact®pecifically, SG Americas Securities, LLC, M&tiSecurities Americas
LLC and RB International Markets (USA) LLC or thaiifiliates are lenders under our existing crealtility. In addition, SG
Americas Securities, LLC will be sole lead arrangied sole bookrunner under our new credit facéitg affiliates of SG
Americas Securities, LLC, Natixis Securities Amasd.LC and RB International Markets (USA) LLC amxpected to be agents
and lenders under our new credit facility.

In addition, in the ordinary course of their busig@ctivities, the underwriters and their affilsateay make or hold a broad array
of investments and actively trade debt and eqgeitysties (or related derivative securities) améficial instruments (including
bank loans) for their own account and for the aot®of their customers. Such investments and dexuactivities may involve
securities and/or instruments of ours or our ati@s. The underwriters and their affiliates mayp atgke investment
recommendations and/or publish or express indememedsearch views in respect of such securitidmancial instruments and
may hold, or recommend to clients that they acqlirey and/or short positions in such securities iastruments.

Selling Restrictions
Notice to Prospective Investors in the Europeannboac Aree

This prospectus has been prepared on the basihéhmansactions contemplated by this prospeatasy Member State of the
European Economic Area which has implemented thegdectus Directive (each, a “Relevant Member Stditther than
Germany) will be made pursuant to an exemption utiteProspectus Directive from the requiremenmuublish a prospectus for
offers of securities. Accordingly, any person magkan intending to make any offer in that Relevamnivber State of the securities
which are the subject of the transactions contetaglay this prospectus, may only do so in circuncgta in which no obligation
arises for us or any of the underwriters to pubdigirospectus pursuant to Article 3 of the Progmebirective in relation to such
offer. Neither we nor any of the underwriters hauéhorized, nor do they authorize, the making gf@fifer of securities or any
invitation relating thereto in circumstances in @¥han obligation arises for us or any of the undiéevs to publish a prospectus
for such offer or invitation.

In relation to each Relevant Member State, othan tBermany, with effect from and including the dartevhich the Prospectus
Directive is implemented in that Relevant Membeit&(the “Relevant Implementation Date”), no offiethe public of the
securities subject to this supplement has beenllbbevmade in that Relevant Member State othemn:tha

(a) toany legal entity which is a qualified investaraefined in the Prospectus Directi“Qualified Investor”);

(b) to fewer than 100 or, if the Relevant Membet&thas implemented the relevant provision of B02PD Amending
Directive, 150, natural or legal persons (othentQaalified Investors), as permitted under the peotus Directive
subject to obtaining our prior consent for any sofflr; or
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(c) inany other circumstances falling within Articl€3 of the Prospectus Directiv

provided that no such offer or invitation shalluéq us or any of the underwriters to publish aspectus pursuant to Article 3 of
the Prospectus Directive.

For the purposes of this provision, the expresaiofoffer to the public” means the communicatioraity form and by any means
of sufficient information on the terms of the offerd the securities to be offered so as to enabievastor to decide to purchase
the securities, as the same may be further defingtht Relevant Member State by any measure imgahtimg the Prospectus
Directive in that Member State. The expression $peztus Directive” means Directive 2003/71/EC (am#ndments thereto,
including the 2010 PD Amending Directive, to théest implemented in the Relevant Member State),iaciddes any relevant
implementing measure in each Relevant Member Statethe expression “2010 Amending Directive” meamsctive
2010/73/EU.

We have not authorized and do not authorize thanga¥ any offer of securities through any finaharermediary on their
behalf, other than offers made by the underwritétis a view to the final placement of the secusités contemplated in this
prospectus. Accordingly, no purchaser of the stdegriother than the underwriters, is authorizeahéde any further offer of the
securities on behalf of us or the underwriters.

Notice to Prospective Investors in the United Kiomx

This prospectus is only being distributed to anohniy directed at (1) persons who are outside thigeld Kingdom or (2) to
investment professionals falling within Article B9(of the Financial Services and Markets Act of @(Binancial Promotion)
Order 2005, which we refer to as the Order, orl(@d net worth entities, and other persons to witamay lawfully be
communicated, falling within Article 49(2)(a) to)(df the Order, all such persons together we fefes relevant persons. The
securities are only available to, and any invitatioffer or agreement to subscribe, purchase @raike acquire such securities
will be engaged in only with, relevant persons. Ayson who is not a relevant person should nabractly on this document or
any of its contents.

Notice to Prospective Investors in Switzerl:

The distribution of our Class A common stock in @eiland will be exclusively made to, and direci¢dregulated qualified
investors (“Regulated Qualified Investors”), asidked in Article 10(3)(a) and (b) of the Swiss Cotlge Investment Schemes Act
of 23 June 2006, as amended (“CISA”). Accordinglg, have not, and will not be, registered with thasS Financial Market
Supervisory Authority (“FINMA”)and no Swiss representative or paying agent hasdresill be appointed for us in Switzerlai
This prospectus and/or any other offering materigkting to our Class A common stock may be maddable in Switzerland
solely to Regulated Qualified Investors.

Notice to Prospective Investors in Germi

This prospectus has not been prepared in accoradtitéhe requirements for a securities or salesgpectus under the German
Securities Prospectus Act (Wertpapierprospektggdbz German Asset Investment Act (Vermégensanigesetz), or the
German Investment Act (Investmentgesetz). NeitheiGerman Federal Financial Services Supervisotiidkity (Bundesanstalt
fur Finanzdienstleistungsaufsicht—BaFin) nor artyeotGerman authority has been notified of the iimerto distribute our
Class A common stock in Germany. ConsequentlyGhass A common stock may not be distributed in Geryrby way of publi
offering, public advertisement or in any similarrmar and this prospectus and any other documexiinglo the offering, as well
as information or statements contained therein, nodye supplied to the public in Germany or used i
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connection with any offer for subscription of oua&€s A common stock to the public in Germany or attier means of public
marketing. Our Class A common stock is being offexrd sold in Germany only to qualified investotsak are referred to in
Section 3, paragraph 2 no. 1 in connection withiGe@ no. 6 of the German Securities Prospectus2ection 2 no. 4 of the
German Asset Investment Act, and in Section 2 papdgll sentence 2 no. 1 of the German Investmemn{lAis prospectus is
strictly for use of the person who has receivelt inay not be forwarded to other persons or phblisin Germany.

The offering does not constitute an offer to selh@ solicitation or an offer to buy our Class @émmon stock in any
circumstances in which such offer or solicitatisrunlawful.

Notice to Prospective Investors in the Netherle

Our Class A common stock may not be offered or,stitéctly or indirectly, in the Netherlands, otliean to qualified investors
(gekwallificeerde beleggers) within the meaning didde 1:1 of the Dutch Financial Supervision A¢tét op het financieel
toezicht).

Notice to Prospective Investors in Hong K

Our Class A common stock may not be offered or soldong Kong by means of this prospectus or ahgiotocument other th.
to (a) professional investors as defined in theuBees and Futures Ordinance of Hong Kong (Cagd., $aws of Hong Kong)
(“SFO”) and any rules made under the SFO or (lmtlrer circumstances which do not result in thispeztus being deemed to be
a “prospectus,” as defined in the Companies Oraieari Hong Kong (Cap. 32, Laws of Hong Kong) (“CQ3) which do not
constitute an offer to the public within the meanaf the CO or the SFO; and no person has issukddimn possession for the
purposes of issue, or will issue or has in poseadsir the purposes of issue, whether in Hong Kamnelsewhere, any
advertisement, invitation or document relating wo Glass A common stock which is directed at, erdbntents of which are like
to be accessed or read by, the public of Hong Kergept if permitted to do so under the securlidess of Hong Kong) other thi
with respect to our Class A common stock whichaarare intended to be disposed of only to persotside Hong Kong or only

to professional investors as defined in the SFO.
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LEGAL MATTERS

The validity of our Class A common stock offeredtbig prospectus will be passed upon for us by #in& Elkins L.L.P.,
Houston, Texas. Certain legal matters in connedctitim this offering will be passed upon for the enariters by Andrews Kurth
LLP, Houston, Texas.

EXPERTS

The combined financial statements of Spark Endrgy,as of and for each of the years in the ywar period ended December
3013, have been included herein (and in the redistr statement) in reliance upon the report of K&PM_P, independent
registered public accounting firm, appearing elsen@therein, and upon the authority of said firnexgserts in accounting and
auditing.

The balance sheet of Spark Energy, Inc. as of &2ril2014, has been included herein (and in thistragon statement) in relian
upon the report of KPMG LLP, independent registereblic accounting firm, appearing elsewhere hermid upon the authority
of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration stateneaniForm S-1 (including the exhibits, schedules améndments thereto) under
the Securities Act, with respect to the shareuni@ass A common stock offered hereby. For furtharmation with respect to
us and the Class A common stock offered herebygwee you to the registration statement and thebéshand schedules filed
therewith. Statements contained in this prospeasus the contents of any contract, agreementyotrer document are
summaries of the material terms of this contragte@ment or other document. With respect to eathese contracts, agreements
or other documents filed as an exhibit to the tegfion statement, reference is made to the exhibita more complete
description of the matter involved. A copy of tlegistration statement, and the exhibits and scksedbkreto, may be inspected
without charge at the Public Reference Room ofSB€ at 100 F Street N.E., Washington, DC 20549i¢3opf these materials
may be obtained from such office, upon paymentdad@icating fee. Please call the SEC at 1-800-8880 for further
information on the operation of the Public RefeeRoom. The SEC maintains a website at www.sedltgivcontains reports,
proxy and information statements and other inforomategarding registrants that file electronicalliyh the SEC.

As a result of this offering, we will become subbjexfull information requirements of the Exchanfget. We will fulfill our
obligations with respect to such requirements liydfiperiodic reports and other information witle tSEC. We intend to furnish
our shareholders with annual reports containingrfaial statements certified by an independent p@acounting firm.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This prospectus contains forward-looking statem#hasare subject to a number of risks and uncgitgi, many of which are
beyond our control. All statementgther than statements of historical fact includethis prospectus, regarding our strategy, f
operations, financial position, estimated reverareblosses, projected costs, prospects, planskgectives of management are
forward-looking statements. When used in this pecsjs, the words “could,” “believe,” “anticipatéjhtend,” “estimate,”
“expect,” “may,” “continue,” “predict,” “potential,“project” and similar expressions are intendeddentify forward-looking
statements, although not all forward-looking staats contain such identifying words.
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Forward-looking statements appear in a numberaifgd in this prospectus, including “Prospectus Samph“Risk Factors,”
“Cash Dividend Policy,” “Management’s Discussiordafnalysis of Financial Condition and Results ofe@ions” and
“Business” and may include statements about, anotimgy things:

* our business strategy and prospects for gro

* our ability to pay cash dividend

® our cash flows and liquidity

* our financial strategy, budget, projections andrafpeg results
* the availability and terms of capit:

* competition and government regulations; .

* general economic conditior

Although we believe that the expectations refledteslich forward-looking statements are reasonae;annot give any
assurance that such expectations will prove corfda forward-looking statements involve risks andertainties. Important
factors that could cause actual results to diffatemally from our expectations included, but aoé Imited to, the following:

* commodity prices

* weather conditions

* the sufficiency of our risk management policies hedging procedure
* customer concentratio

* federal, state and local regulatic

* our ability to retain licenses in the markets inahhwe operate

* our ability to retain existing customers and obtaémv customers

* collateral requirements in connection with supminaties;

* credit risk, including with respect to our suppdiend customer:

* our level of indebtednes

* the accuracy of our billing systen

* third party transportation and transmission fdetif

* competition from regulated local regulated utiktend other competitors; a

* other factors discussed“Risk Factore” “Managemer's Discussion and Analysis of Financial Conditiod &esults ¢
Operation” and elsewhere in this prospect

All forward-looking statements speak only as of dage of this prospectus; we disclaim any obligatmupdate these statements
unless required by law and we caution you not a@@lundue reliance on them. It is not possibl@fmmanagement to predict all
risks, nor can we assess the impact of all facinrgur business or the extent to which any facilocombination of factors, may
cause actual results to differ materially from #hosentained in any forward-looking statements Waimake. These cautionary
statements qualify all forward-looking statemeritslautable to us or persons acting on our behalf.
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SPARK ENERGY, INC.
UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

Introduction

The following unaudited pro forma combined finamhsi@tements of Spark Energy, Inc. (the “Compamgpf March 31, 2014,
and for the year ended December 31, 2013 and tee thonths ended March 31, 2014, are derived fhenhistorical combined
financial statements of the combined business aselts of the retail natural gas business and agBetization activities of Spark
Energy Gas, LLC (“SEG”) and the retail electriditysiness of Spark Energy, LLC (“SE” and, togethgh BEG, the “Operating
Subsidiaries”) set forth elsewhere in this prospeeind are qualified in their entirety by referetacsuch historical combined
financial statements and related notes containe@ith These unaudited pro forma combined finarst&tements have been
prepared to reflect the Company’s formation andgaoization in connection with this offering, imitipublic offering (the
“Offering”) and use of proceeds therefrom and otledated transactions.

The unaudited pro forma combined balance sheettendnaudited pro forma combined statements ofatioeis (together with ti
notes to the unaudited pro forma combined finargtatements, the “pro forma financial statements&)e derived by adjusting
the historical audited combined financial stateraafitthe Company, in the case of the unauditedqgyroa combined statement of
operations for the year ended December 31, 203thenunaudited combined financial statementse@fdbmpany as of and for
the three months ended March 31, 2014, in the afatbee unaudited pro forma combined financial stegsts of the Company as
and for the three months ended March 31, 2014 atipestments are based upon currently availablenmdton and certain
estimates and assumptions. Actual effects of drestictions may differ from the pro forma adjustraehtanagement believes,
however, that the assumptions provide a reasomalsis for presenting the significant effects oftilamsactions as contemplated
and that the pro forma adjustments are factualhpsttable and give appropriate effect to thoseraptions and are properly
applied in these pro forma financial statements.

The pro forma adjustments have been preparedias @ffering and the related transactions had tak&re on March 31, 2014,
the case of the unaudited pro forma combined balaheet, and as if the Offering and the relatetséretions had taken place a
January 1, 2013, in the case of the unauditedgrrod combined statement of operations. The prodarombined financial
statements have been prepared as if the Compahlyentileated as a corporation for federal incometaposes. The pro forma
combined financial statements should be read ijucgtion with the notes accompanying such pro foocombined financial
statements and with our historical audited combiirehcial statements, as well as “Use of Proceadsd’“Management’s
Discussion and Analysis of Financial Condition &webults of Operations,” each included elsewhetkignprospectus.

The unaudited pro forma combined financial statémgive pro forma effect to the following adjustrteeramong others:

* NuDevco Retail Holdings, LL's (*NuDevco Retail Holdin¢”) contribution of all of its membership interest e
Operating Subsidiaries to Spark HoldCo, LLC (“SpHdCo”), in exchange for 13,750,000 Spark HoldCo
membership units (“Spark HoldCo Units”) and itswster of 1% of such units to NuDevco Retail, LLBI(IDevco
Retai” and, together with NuDevco Retail Holdin“NuDevc(");

* NuDevco Retail Holdin¢ transfer of 2,500 Spark HoldCo Units to the Compan exchange for a $50,000 note issuec
by the Company to NuDevco Retail Holdings (the “Mwbo Note”), as well as the amendment of Spark EoldLC
Agreement to admit the Company as its sole managember

* the issuance of 10,750,000 shares of the Con’s Class B common stock to Spark HoldCo, and theexuen
distribution by Spark HoldCo to NuDevco Retail Halgs and NuDevco Retail of 10,612,500 and 137,5@0es of
Class B common stock, respectively, received frioenGompany
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* the adjustments associated with the change inté&assto a corporatiol
* the issuance of 3,000,000 shares of the Con’s Class A common stock to the public in connectiith the Offering;

* the purchase by the Company of 2,997,500 SparkCGtoldnits from NuDevco Retail Holdings using the peiceed:
raised in connection with the Offering, and theaggpent by the Company of the NuDevco N

* an estimate of the liability associated with the Receivable Agreement (see “Certain RelationshifgbRelated Party
Transactions—Tax Receivable Agreement”) the Compaltyenter into as part of the reorganization (88sspectus
Summary—Corporate Reorganization”) and the cornedipg deferred tax asset (assuming the underwdiersot
exercise the option to purchase additional shdr€ass A common stock from the Company and thezena future
exchanges)

* Spark HoldC'’s entry into a new $70 million revolving credit ifég, borrowing of $10 million and entry int
$15 million in letters of credit under the new rlnog credit facility, and the amortization of defed financing costs
and unused commitment fee associated with the viegptredit facility;

* the repayment by the Company of the $10 milliodelit outstanding under the existing credit facilith the proceed
of the Company’s new credit facility borrowings ahé assumption pursuant to an interborrower ageeety one of
the Company’s affiliates, who is also a co-borroweder the agreement, of the remaining $24 milibdebt
outstanding under the existing credit facility; ¢

* the recognition of nc-controlling interests in Spark HoldCo held by NubewRetail Holdings and NuDevco Ret:

The unaudited pro forma combined financial inforiorapresented assumes the underwriters do notisgdhe option to purcha
450,000 shares of Class A common stock from NuDevco

The pro forma financial statements do not givectffe an estimated $3.0 million in incremental gahand administrative
expenses that the Company expects to incur annambyresult of being a separate publicly-tradexpamy and do not give effect
to share-based compensation expense related tictexsistock units that we expect to issue in cotiae with the offering. The
pro forma financial statements are presented astriative purposes only and do not purport todaté the financial condition or
results of operations that actually would have reafized had the Offering, and the related trainsas, been consummated on
the dates or for the periods presented.

The pro forma combined financial statements canstitorward-looking information and are subjectéotain risks and
uncertainties that could cause actual resultsfterdnaterially from those anticipated. See “Risictors” and “Cautionary Note
Regarding Forward-Looking Statements.”
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SPARK ENERGY, INC.

UNAUDITED PRO FORMA COMBINED BALANCE SHEET AS OF MA RCH 31, 2014

(in thousands)

Spark
Energy, Inc. Pro Forma
Pro Forma Spark
Historical Adjustments Energy Inc.
Assets
Current assets
Cash and cash equivalents 4755 $ (550) @E)(E)X9) $ 4,205
Accounts receivable, net of allowance for doubtful accounts 87,368 — 87,368
Accounts receivable-affiliates 7,329 — 7,329
Fair value of derivative assets 4,075 — 4,075
Customer acquisition costs 7,527 — 7,527
Prepaid assets 2,019 — 2,019
Other current assets 6,647 (126) @) 6,521
Total current assets 119,720 (676) 119,044
Property, plant and equipment, net 4,614 — 4,614
Fair value of derivative assets 2 — 2
Customer acquisition costs 3,408 — 3,408
Deferred tax assets — 25,831 25,831
Other assets 89 193@e) 282
Total assets 127,833 $ 25,348 $ 153,181
Liabilities and Member 's / Stockholders ' Equity
Current liabilities:
Accounts payable 54,796 $ — $ 54,796
Accrued liabilities 7,347 — 7,347
Fair value of derivative liabilities 2,505 — 2,505
Note payable 34,000 (24,000) @ 10,000
Other current liabilities 1,036 — 1,036
Total current liabilities 99,684 (24,000) 75,684
Long term liabilities:
Tax receivable agreement liability — 21,9730 21,973
Fair value of derivative liabilities 84 — 84
Total liabilities 99,768 (2,027) 97,741
Member’s / Stockholders’ equity:
Member’s equity 28,065 (28,065) ® —
Class A common stock, par value $0.01 per share; no shares
authorized or issued and outstanding (actual); 120,000,000 shares
authorized (pro forma, as adjusted); 3,000,000 shares issued and
outstanding (pro forma, as adjusted) — 30 30
Class B common stock, par value $0.01 per share; no shares
authorized or issued and outstanding (actual); 60,000,000 shares
authorized (pro forma, as adjusted); 10,750,000 shares issued and
outstanding (pro forma, as adjusted) — 108 108
Preferred stock, par value $0.01 per share; no shares authorized or
issued and outstanding (actual); 20,000,000 shares authorized
(pro forma, as adjusted); no shares issued and outstanding
(pro forma, as adjusted) — — —
Additional paid-in capital — 14,936©)MN©@) 14,936
Total member’s / stockholders’ equity 28,065 (12,991) 15,074
Non-controlling interest — 40,3660)(d)(9) 40,366
Total member’s / stockholders’ equity and non-controlling interest 28,065 27,375 55,440
Total liabilities and member’s / stockholders’ equity and Non-
controlling interest 127,833 $ 25,348 $ 153,181
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SPARK ENERGY, INC.

UNAUDITED PRO FORMA COMBINED STATEMENTS OF OPERATIO NS FOR THE THREE MONTHS ENDED
MARCH 31, 2014

(in thousands)

Spark
Energy, Inc. Pro Forma
Pro Forma Spark
Historical Adjustments Energy Inc.
Revenues
Retail revenues (including retail revenues—affiliates
of $1,489) $ 104,352 % — $ 104,352
Net asset optimization revenues (including asset
optimization revenues-affiliates of $2,500, and asset
optimization revenues—affiliates costs of revenues
of $7,900) 1,624 — 1,624
Total revenues 105,976 — 105,976
Operating expenses:
Retail cost of revenues (including retail cost of
revenues-affiliates of less than $0.1 million) 88,121 — 88,121
General and administrative 8,113 — 8,113
Depreciation and amortization 2,959 — 2,959
Total operating expenses 99,193 — 99,193
Operating income 6,783 — 6,783
Other (expense)/income
Interest expense (313) 170 (296)
Interest and other income 70 — 70
Total other (expenses)/income (243) 17 (226)
Income before income tax expense 6,540 17 6,557
Income tax expense 32 5110 543
Net income $ 6508 $ (494) $ 6,014
Less: Net income attributable to non-controlling interest — 5,126(K) 5,126
Net income attributable to stockholders $ 6508 $ 5,620 $ 888
Pro forma net income per common share
Basic $ .30
Diluted ® .30
Weighted average pro forma common shares outstanding
Basic () 3,000,000
Diluted () 13,750,000

The accompanying notes are an integral part otthbes forma financial statements
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SPARK ENERGY, INC.

UNAUDITED PRO FORMA COMBINED STATEMENTS OF OPERATIO NS FOR THE YEAR ENDED
DECEMBER 31, 2013

(in thousands)

Spark Energy, Pro Forma
Pro Forma Spark
Inc. Historical Adjustments Energy Inc.
Revenues
Retail revenues (including retail revenues—affiliates of
$4,022) $ 316,776 $ — $ 316,776
Net asset optimization revenues (including asset
optimization revenues-affiliates of $14,940 for 2013,
and asset optimization revenues—affiliates costs of
revenues of $15,928) 314 — 314
Total revenues 317,090 — 317,090
Operating expenses:
Retail cost of revenues (including retail cost of
revenues-affiliates of $55) 233,026 — 233,026
General and administrative 35,020 — 35,020
Depreciation and amortization 16,215 — 16,215
Total operating expenses 284,261 — 284,261
Operating income 32,829 — 32,829
Other (expense)/income
Interest expense (1,714) 5310 (1,183)
Interest and other income 353 — 353
Total other (expenses)/income (1,361) 531 (830)
Income before income tax expense 31,468 531 31,999
Income tax expense 56 2,5740) 2,630
Net income $ 31,412 $ (2,043) $ 29,369
Less: Net income attributable to non-controlling interest — 25,017® 25,017
Net income attributable to stockholders $ 31,412 $ (27,060) $ 4,352
Pro forma net income per common share
Basic $ 1.45
Diluted ® 1.45
Weighted average pro forma common shares outstanding
Basic 3,000,000
Diluted 13,750,000

The accompanying notes are an integral part otthbes forma financial statements
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NOTES TO THE UNAUDITED PRO FORMA FINANCIAL STATEMEN TS

(@)

(b)
()

(d)

(e)

Represents the net pro forma adjustment to @agdltash equivalents related to the sources arsdaiproceeds of the Offering and the

borrowings under our new credit facility and paymemder our existing credit facilit

(in thousands)

Gross proceeds from Offering $ 60,000 see note ¢
Underwriting discount, structuring fees and other expenses purchases and costs of the Offering (7,700)  see note c
Repayment of the $50,000 due to Spark Energy Ventures under the NuDevco Note (50) seenotec
Pro forma adjustment to Stockholders equity (52,300) seenoteg
Deferred financing costs paid (500) seenote e
Borrowings under new credit facility 10,000 see note d
Repayment of borrowings under existing credit facility (10,000)  see note d
$ (550)

Reflects the elimination of Memlt’s equity in connection with its reclassificationStwckholder equity.

Represents the net adjustment to Additional-in-capital from the offering proceeds and the repaytroéthe NuDevco Note

(in thousands)

Gross proceeds from the Offering $60,000
Underwriting discount, structuring fees and other expenses and costs of the Offering (7,700)
Repayment of the $50,000 due to NuDevco under the NuDevco Note (50)

Pro forma net adjustment to Additional paid-in-capital $52,250

Reflects the Company’s borrowing of $10 milliender its new revolving credit facility to be exésd at the closing of the Offering, the
repayment of $10 million of borrowings under thésérg credit facility with proceeds from borrowisignder the new credit facility and
assumption pursuant to an interborrower agreenfeheaemaining $24 million of borrowings outstamgliunder the existing credit
facility by one of the Company’s affiliates, whoaso a co-borrower under the agreement, and ttie off of related deferred financing
costs upon the termination of our existing crealdilfty.

As of
March 31, 2014

(in thousands)

Assumption of borrowings by affiliate $24,000
Other current assets—deferred financing cost (existing) $ (376)
Other assets—deferred financing cost (existing) $  (57)
Pro forma net adjustment to Non-controlling interest in Spark HoldCo $23,567

Reflects deferred financing cost paid in cotioecwvith a new two-year revolving credit facility be executed upon closing of the
Offering.

As of
March 31, 2014

(in thousands)
Other current assets—deferred financing cost (new)
Other assets—deferred financing cost (new)

$250
$250
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(f)

(9)

(h)

Reflects adjustments to give effect to the Receivable Agreement (see “Certain RelationshipsRelated Party Transactions—Tax
Receivable Agreeme”) based on the following assumptio

* anincrease of $25,831 in Deferred tax assethéoestimated income tax effects of the increasaxasis resulting
from the purchase by the Company of Spark HoldCibssrom NuDevco Retail Holdings prior to or in gwttion with
the offering, based on an effective income tax o&t&7.5% (which includes a provision for U.S. feadestate and local
income taxes)

* the recognition of a $21,973 Tax Receivable Agredriability, representing 85% of the estimated ceth savings, if
any, in U.S. federal, state and local income tafxachise tax that the Company actually realipessy(deemed to
realize in certain circumstances) in periods dfterOffering as a result of (i) any tax basis iases resulting from the
purchase by the Company of Spark HoldCo Units fduiDevco Retail Holdings prior to or in connectioitwthe
Offering, (ii) the tax basis increases resultimgrirthe exchange of Spark HoldCo units for sharedlags A common
stock pursuant to the Exchange Right (or resufiiogn an exchange of Spark HoldCo Units for castspant to the
cash option), and (iii) certain other tax benaftsted to entering into the Tax Receivable Agradmacluding tax
benefits attributable to imputed interest deemeuaktpaid by the Company as a result of, and addititax basis arising
from, any payments the Company makes under théREarivable Agreement; al

* anincrease to Stockholders’ equity of $3,858, Widécan amount equal to the difference betweeinttrease in
Deferred tax assets and the recognition of Tax iRabke Agreement liability due to NuDevc

Reflects the purchase by the Company of a 21.82%sabng interest in Spark HoldC(%)

(in thousands

Impact to Additional pai-in-capital $(40,94()
Impact to Norcontrolling interes $(11,36()
Pro forma adjustment to Stockholc’ equity $(52,300

(1) Following the consummation of this offering, Dievco will hold 10,750,000 Spark HoldCo Units, egegnting a 78.18% economic
interest in Spark HoldCo, and we will hold 3,00@@park HoldCo Units, as well the managing membirést, representing a
21.82% economic interest in Spark HoldCo. We walhitol Spark HoldCo through our ownership of thenaging member interest
and hence consolidate Spark HoldCo's financialtpmsiand results of operations. For the purposdbesfe pro forma financial
statements we have assumed the underwriters dexaatise their option to purchase 450,000 shar€asfs A common stock fro
the Company

Reflects amortization of deferred financingtameer a two-year period and unused commitment déepproximately 0.5% related to the
new revolving credit facility to be entered intotla¢ closing of the Offering

Year Ended Three Months
December 31, 2013 Ended March 31, 2014
(in thousands) (in thousands)
Amortization of deferred financing cost (new) $250 $63
Unused commitment fees (new) $225 $56

F-8



Table of Contents

(i) Reflects the adjustment to Interest expensguding letter of credit fees, on the existing daréakility and amortization of historical
deferred financing cost, assuming the settlemefulirof the existing credit facility on January 2013, and estimated interest expense
associated with the new revolving credit facilitytie executed at the closing of the Offering basethe current interest rate of
approximately 4.1%. The Company has assumed thecremit facility was drawn in the amount of $10lroit for the pro forma period
presented. The Company has also assumed outstdatlerg of credit of $15 million for the pro formariod presented at a rate of
approximately 2.0%. Interest expense would increasiecrease by approximately $63,000 and $16 0@ interest rate and letter of
credit fees increased or decreased by 25 basitsfomnthe year ended December 31, 2013 and tike tnonths ended March 31, 2014,

respectively
Three Months
Year Ended Ended March 31,
December 31,
2013 2014

(in thousands) (in thousands)
Interest expense and amortization of deferred financing cost (existing) $(1,714) $(313)
Estimated interest expense associated with the new revolving credit facility $ 708 $ 177

() Reflects an increase of $2,574 and $511 for the ¢xeded December 31, 2013 and the three monthsiévidech 31, 2014, respectively
income tax expense resulting from the impact ofcthreversion from a disregarded entity for federal atate income tax purposes to a C
corporation, including the tax impact of pro foradjustment

(k) Reflects the net income attributable to the-gontrolling interest in Spark HoldCo of $25,01 15,126 for the year ended December
31, 2013 and the three months ended March 31, 284gectively

() Reflects basic and diluted income per common sfoarigsuance of shares of common stock in the aatpaeorganizatior

Three months Year ended
ended March 31, 2014 December 31, 2013
(in thousands, except per share amounts)

Pro Forma Earnings Per Share

Basic EPS

Numerator:

Basic net income attributable to stockholders $ 888 $ 4,352
Denominator:

Basic weighted average shares outstanding 3,000 3,000
Basic EPS attributable to stockholders $ 0.30 $ 1.45
Diluted EPS

Numerator:

Net income attributable to stockholders $ 888 $ 4,352
Effect of conversion 3,178 15,591
Diluted net income attributable to stockholders $ 4,066 $19,943
Denominator:

Basic weighted average shares outstanding 3,000 3,000
Effect of conversion 10,750 10,750
Diluted weighted average shares outstanding 13,750 13,750
Diluted EPS attributable to stockholders $ 0.30 $ 1.45
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors of Spark Energy, Inc.

We have audited the accompanying combined baldregsof Spark Energy, Inc. (the Company) as okber 31, 2013 and
2012, and the related combined statements of dpesaind comprehensive income, member’s equity cast flows for each of
the years in the two-year period ended Decembe2(@1l3. These combined financial statements areegponsibility of the

Company’s management. Our responsibility is to egpian opinion on these combined financial statentesed on our audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting Oversighaf8qUnited States).
Those standards require that we plan and perfogmatiit to obtain reasonable assurance about whéthénancial statements
are free of material misstatement. An audit inctueleamining, on a test basis, evidence suppottiagmounts and disclosures in
the financial statements. An audit also includegssing the accounting principles used and sigmifiestimates made by
management, as well as evaluating the overall Gigdstatement presentation. We believe that oditaprovide a reasonable
basis for our opinion.

In our opinion, the combined financial statemepfemred to above present fairly, in all materiagpects, the financial position of
Spark Energy, Inc. as of December 31, 2013 and,20i®the results of its operations and its cashdlfor each of the years in
the two-year period ended December 31, 2013, ifocanty with U.S. generally accepted accountingipiples.

/sl KPMG LLP

Houston, Texas
April 25, 2014
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SPARK ENERGY, INC.
COMBINED BALANCE SHEETS AS OF DECEMBER 31, 2013 AND 2012
(in thousands)

2013 2012
Assets
Current assets:
Cash and cash equivalents $ 7,189 $ 6,559
Accounts receivable, net of allowance for doubtful accounts 62,678 72,119
Accounts receivable-affiliates 6,794 5,471
Inventory 4,322 3,723
Fair value of derivative assets (including derivative assets—affiliates of $292 as of
December 31, 2012) 8,071 1,847
Customer acquisition costs 4775 8,837
Prepaid assets 1,032 1,145
Other current assets 6,430 4,545
Total current assets 101,291 104,246
Property and equipment, net 4,817 9,424
Fair value of derivative assets 6 6
Customer acquisition costs 2,901 708
Other assets 58 202
Accounts receivable-affiliate — 14,692
Total Assets $109,073 $129,278
Liabilities and Member ’s Equity
Current liabilities:
Accounts payable $ 36,971 $ 44,195
Accrued liabilities 6,838 7,493
Fair value of derivative liabilities (including derivative liabilities—affiliates of $21 as of
December 31, 2012) 1,833 5,091
Note payable 27,500 10,000
Other current liabilities — 518
Total current liabilities 73,142 67,297
Long-term liabilities:
Fair value of derivative liabilities 18 679
Total liabilities 73,160 67,976
Members’ equity:
Accumulated other comprehensive loss — (2,536)
Member’s equity 35,913 63,838
Total member’s equity 35,913 61,302
Total Liabilities and Member’s Equity $109,073 $129,278

The accompanying notes are an integral part ofonebined financial statements.
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SPARK ENERGY, INC.

COMBINED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME FOR THE YEARS ENDED

DECEMBER 31, 2013 AND 2012
(in thousands)

2013 2012
Revenues:
Retail revenues (including retail revenues—affiliates of $4,022 and $1,382 for 2013
and 2012, respectively) $316,776 $380,198
Net asset optimization revenues (including asset optimization revenues-affiliates of
$14,940 and $8,334 for 2013 and 2012, respectively, and asset optimization
revenues—affiliates costs of revenues of $15,928 and $568 for 2013 and 2012,
respectively) 314 (1,136)
Total Revenues 317,090 379,062
Operating Expenses:
Retail cost of revenues (including retail cost of revenues-affiliates of $55 and $254 for
2013 and 2012, respectively) 233,026 279,506
General and administrative 35,020 47,321
Depreciation and amortization 16,215 22,795
Total Operating Expenses 284,261 349,622
Operating income 32,829 29,440
Other (expense)/income:
Interest expense (1,714) (3,363)
Interest and other income 353 62
Total other (expenses)/income (1,361) (3,301)
Income before income tax expense 31,468 26,139
Income tax expense 56 46
Net income $ 31,412 $ 26,093
Other comprehensive income (loss):
Deferred gain (loss) from cash flow hedges 2,620 (10,243)
Reclassification of deferred gain (loss) from cash flow hedges into net income
(Note 6) (84) 17,942
Comprehensive income $ 33,948 $ 33,792

The accompanying notes are an integral part ofdinebined financial statements.
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SPARK ENERGY, INC.
COMBINED STATEMENTS OF MEMBER’S EQUITY FOR THE YEAR S ENDED DECEMBER 31, 2013 AND 2012
(in thousands)

Accumulated

other Total
Member’s comprehensive member’s
equity income (loss) equity
Balance—December 31, 2011 $ 48,180 $(10,235) $ 37,945
Capital contributions from Member 10,060 — 10,060
Distributions to member (20,495) — (20,495)
Net income 26,093 — 26,093
Deferred loss from cash flow hedges — (10,243) (10,243)
Reclassification of deferred gain from cash flow hedges into net
income — 17,942 17,942
Balance—December 31, 2012 $ 63,838 $ (2,536) $ 61,302
Capital contributions from Member 12,400 — 12,400
Distributions to member (71,737) — (71,737)
Net income 31,412 — 31,412
Deferred gain from cash flow hedges — 2,620 2,620
Reclassification of deferred loss from cash flow hedges into net
income — (84) (84)
Balance—December 31, 2013 $ 35,913 $ — $ 35,913

The accompanying notes are an integral part ofdingbined financial statements.
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SPARK ENERGY, INC.
COMBINED STATEMENTS OF CASH FLOWS FOR THE YEARS END ED DECEMBER 31, 2013 AND 2012
(in thousands)

2013 2012
Cash flows from operating activities:
Net income $ 31,412 $ 26,093
Adjustments to reconcile net income to net cash flo ws provided by operating
activities:
Depreciation and amortization expense 16,215 22,795
Amortization and write off of deferred financing costs 678 919
Allowance for doubtful accounts and bad debt expense 3,101 1,835
(Gain) loss on derivatives, net (including (gain) loss on derivatives, net—affiliates
of $1,509 and $506 for 2013 and 2012, respectively) (6,567) 21,485
Current period cash settlements on derivatives, net (1,040) (26,801)
Changes in assets and liabilities:
(Increase) decrease in accounts receivable 6,338 12,019
(Increase) decrease in accounts receivable—affiliates 13,369 (7,787)
(Increase) decrease in inventory (599) 3,442
(Increase) decrease in customer acquisition costs (8,257) (6,322)
(Increase) decrease in prepaid and other current assets (1,917) 8,505
(Increase) decrease in other assets 144 345
Increase (decrease) in accounts payable (7,224) (13,733)
Increase (decrease) in accrued liabilities (655) 2,339
Increase (decrease) in accounts payable—affiliates — (1,295)
Increase (decrease) in other liabilities (518) 237
Net cash provided by operating activities 44,480 44,076
Cash flows from investing activities:
Purchases of property and equipment (1,481) (2,220)
Sale of property, plant and equipment—affiliates — 577
Net cash used in investing activities (1,481) (1,643)
Cash flows from financing activities:
Borrowings on notes payable 80,000 39,500
Payments on notes payable (62,500) (68,528)
Deferred financing costs (532) (441)
Member contributions (distributions), net (59,337) (10,435)
Net cash used in financing activities (42,369) (39,904)
Increases in cash and cash equivalents 630 2,529
Cash and cash equivalents —beginning of period 6,559 4,030
Cash and cash equivalents —end of period $ 7,189 $ 6,559
Cash paid during the period for:
Interest $ 879 $ 2,686
Income taxes $ 195 $ 318

The accompanying notes are an integral part ofonebined financial statements.
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SPARK ENERGY, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS

1. Formation and Organization

The accompanying combined financial statementgpafliSEnergy, Inc. (the “Company”) have been prep@meonnection with
the initial public offering (the “Offering”) of shias of its Class A common stock, par value $0.0Ispare (the “Class A common
stock”). The Company is a Delaware corporation fdron April 22, 2014 by Spark Energy Ventures, L({t8park Energy
Ventures”) for the purpose of succeeding to Spardrgy Ventures’ ownership in Spark Energy, LLC (“p&nd Spark Energy
Gas, LLC (“SEG") which are Spark Energy Venturesérating subsidiaries for its retail natural gag asset optimization and
retail electricity businesses. Prior to the OffgriBpark Energy Ventures will contribute SE and S&®uDevco Retail Holdings,
LLC (“NuDevco"), a single member Texas limited liability companynied by Spark Energy Ventures on May 19, 2014 uti
Texas Business Organizations Code (“TBOC”). NuDewes formed by Spark Energy Ventures to hold threstment in Spark
HoldCo and the Company. Spark Energy Venturesiagle member limited liability company formed ont@ber 8, 2007 under
the TBOC. NuDevco is wholly-owned by Spark Energntres. Spark Energy Ventures is wholly owned bipélco Partners
Holdings, LLC (“NuDevco Holdings”), which is whollgwned by NuDevco Partners, LLC, which is whollyred by W. Keith
Maxwell Ill. This Offering will be implemented thugh a series of exchanges and transfers of ingeireshtities all under the
common control of W. Keith Maxwell 111.

The contribution of the interest in SE and SEGh®Company is not considered a business combinatioounted for under the
purchase method, as it will be a transfer of assedisoperations under common control and, accadsdibglances will be
transferred at their historical cost. The Compalgbined financial statements were prepared USkig and SEG'’s historical
basis in the assets and liabilities, and inclutieegkenues, costs, assets and liabilities attribtaethe retail natural gas and asset
optimization and retail electricity businesses Bfé&hd SEG for the periods presented.

SEG is a retail natural gas provider and assetogdiion business competitively serving residentammercial and industrial
customers in multiple states. SEG is independemnt futility and pipeline affiliates. SEG was formaad January 17, 2001 under
the Texas Revised Limited Partnership Act (as rifiendby the TBOC) and was converted to a Texa#didhliability company on
May 21, 2014.

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

2. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying combined financial statements haea prepared in accordance with accounting pliesigenerally accepted
in the United States of America (“GAAP”) and purstito the rules and regulations of the Securitres Bxchange Commission
(“SEC”). All significant intercompany transactioaad balances have been eliminated in the combinaddial statements.

The accompanying combined financial statements baee prepared in accordance with Regulation S¥X¢la 3,General
Instructions as to Financial Statemeand Staff Accounting Bulletin (“SAB”) Topic 1-Billocations of Expenses and Related
Disclosures in Financial Statements of Subsidiari#sisions or Lesser Business Components of An&hegty on a stand-alone
basis and are derived from SE’s and SEG’s histob@sis in the
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assets and liabilities, and include all revenuests; assets and liabilities attributable to thailreatural gas and asset optimizatior
and retail electricity businesses of SE and SEGHheperiods presented that are specifically ifiabte or have been allocated to
the Company. Management has made certain assumpinohestimates in order to allocate a reasonbhhle ®f expenses to the
Company, such that the Company’s combined finarste&&ments reflect substantially all of its cadtdoing business. The
Company also enters into transactions with and pastain costs on behalf of affiliates under comroontrol in order to reduce
risk, create strategic alliances and supply goodssarvices to these related parties. The Compiaegt dbills certain expenses
incurred on behalf of affiliates or allocates certaverhead expenses to affiliates associated gétieral and administrative
services based on services provided, departmesdgky or headcount, which are considered reasobgloi@nagement. The
allocations and related estimates and assumptiengescribed more fully in Note 8 “Transactionshwffiliates”. These costs a
not necessarily indicative of the cost that the @any would have incurred had it operated as arpieragent stand-alone entity.
Affiliates have also relied upon Spark Energy Veesuas a participant in the credit facility for fheriods presented as described
more fully in Note 4 “Long-Term Debt”. As such, timpany’s combined financial statements do ndy fefflect what the
Company’s financial position, results of operatiansl cash flows would have been had the Compamatgaeas an independent
stand-alone company during the periods presentea. r&sult, historical financial information is ma&cessarily indicative of what
the Company’s results of operations, financial p@siand cash flows will be in the future.

Cash and Cash Equivalents

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

Accounts Receivab

Trade accounts receivable are recorded at thedesd@mount and do not bear interest. Accountsvalle in the combined
balance sheets are net of allowance for doubtftd@uts of $1.2 million and $0.6 million as of Dedmn31, 2013 and 2012,
respectively.

The Company accrues an allowance for doubtful atsdbased upon estimated uncollectible accoungsvade considering
historical collections, accounts receivable aginglgsis, credit risk and other factors. The Comparites off accounts receivable
balances against the allowance for doubtful accowhien the accounts receivable is deemed to bdlectdae. Allowance for
doubtful accounts and bad debt expense of $3.iom#ind $1.8 million was recorded in general anaiadstrative expense in the
combined statements of operations for the yeareceBecember 31, 2013 and 2012, respectively.

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

Inventory

Inventory consists of natural gas used to fulfiltlananage seasonality for fixed and variable-metail customer load
requirements and is valued at the lower of weiglategtage cost or market. Purchased natural gas a@stecognized in the
combined statements of operations, within retast b revenues, when the natural gas is sold alivkded out of the storage
facility. There were no inventory impairments reatext for the years ended December 31, 2013 and 2@®ién natural gas is sold
costs are recognized in the combined statemergearhtions, within retail cost of revenues, atwlegghted average cost value at
the time of the sale.

Customer Acquisition Costs

The Company has retail natural gas and electricistomer acquisition costs, net of $4.8 million B million recorded in
current assets and $2.9 million and $0.7 milliczorded in noncurrent assets representing direpbree advertising costs as of
December 31, 2013 and 2012, respectively. Amoitimaif customer acquisition cost, recorded in dejateon and amortization |
the combined statements of operations, was $10libmand $16.4 million for the years ended Decengi 2013 and 2012,
respectively. Capitalized direct response advedisosts consist primarily of hourly and commisdiased telemarketing costs,
door-to-door agent commissions and other direcedbing costs associated with proven customerrgdéina, and are capitalized
and amortized over the estimated tyemr average life of a customer in accordance thigiprovisions of the Financial Account
Standards Board (“FASB”) Accounting Standards Godifon (“ASC”) Topic 340-20Capitalized Advertising Costs

Recoverability of customer acquisition costs isleated based on a comparison of the carrying amafuthie customer acquisitic
costs to the future net cash flows expected todoeigated by the customers acquired, consideringfepassumptions for
customer attrition, per unit gross profit, and @pieig costs. These assumptions are based on ftgesatshistorical experience.
There were no impairments of customer acquisitmstfor the years ended December 31, 2013 and 2012

Deferred Financing Cosl

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

Property and Equipmel

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

When items of property and equipment are sold leerstise disposed of, any gain or loss is recordecently in the combined
statements of operations.
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The Company capitalizes costs associated withriatarse software projects in accordance with FASCA opic 350-40,
InternalUse Software Capitalized costs are the costs incurred dutiegapplication development stage of the internal-us
software project such as software configuratiowljrag, installation of hardware and testing. Costsirred during the preliminary
or post-implementation stage of the internal-usenswe project are expensed in the period incurféese types of costs include
formulation of ideas and alternatives, training apglication maintenance. After internal-use sofenarojects are completed, the
associated capitalized costs are depreciated bgarstimated useful life of the related assetréstecosts incurred while
developing internal-use software projects are aipéd in accordance with FASB ASC Topic 835-2@pitalization of Interest
Capitalized interest costs for the years ended iDbee 31, 2013 and 2012 were not material.

Segment Reporting

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

Revenues and Cost of Rever

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

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

The Company records gross receipts taxes on a basssin retail revenues and retail cost of reesnDuring the years ended
December 31, 2013 and 2012, the Company’s retzimges and retail cost of revenues included gexsspts taxes of $3.5
million and $5.1 million, respectively.

Costs for natural gas and electricity sales areg®ized as the commaodity is delivered to the custaimder the accrual method.
Natural gas and electricity costs that have nonliéiéed to the Company by suppliers but have bieeurred by period end a
estimated. The Company estimates volumes for lajasaand electricity delivered based on the fa®zhrevenue volumes,
estimated transportation cost volumes and estimafi@ther costs associated with retail load whiahies by commodity utility
territory. These costs include items like ISO feegillary services and renewable energy cred#sntated amounts are adjusted
when actual usage is known and billed.

The Company'’s asset optimization activities, wipcimarily include natural gas physical arbitrage ather short term storage
and transportation opportunities, meet the definitf trading activities and are recorded on aoasts in the combined statement:
of operations in net asset optimization revenuesyant to FASB ASC 815,
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Derivatives and Hedging. The net asset optimizatimenues of the Company recorded asset optimizeticenues, primarily
related to physical sales or purchases of comnasditif $192.4 million and $248.6 million for theaye ended December 31, 2013
and 2012, respectively, and recorded asset optiimizaosts of revenues of $192.1 million and $248ilfion for the years ended
December 31, 2013 and 2012, respectively, whiclpeesented on a net basis in asset optimizaticenteas.

Natural Gas Imbalance

The combined balance sheets include natural gaalambe receivables and payables, which primargiylte when customers
consume more or less gas than has been deliverte iompany to local distribution companies (“LDIC3he settlement of
natural gas imbalances varies by LDC, but typictily natural gas imbalances are settled in cashkind on a monthly,
guarterly, semi-annual or annual basis. The imlzglsiare valued at an estimated net realizable veheeCompany recorded an
imbalance receivable of $0.7 million and $0.6 raillirecorded in other current assets on the comiiiakshce sheets as of
December 31, 2013 and 2012, respectively.

Fair Value

FASB ASC 820, Fair Value Measurement, establisheidgle authoritative definition of fair value, smit a framework for
measuring fair value, and requires disclosures teflaiwalue measurements. The standard clarifiesfair value is an exit price,
representing the amount that would be receiveélt@n asset or paid to transfer a liability inaderly transaction between
market participants. The standard utilizes a falug hierarchy that prioritizes the inputs to tlhéuation techniques used to
measure fair value into three broad levels baseglioted prices in active market, observable markiees, and unobservable
market prices.

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

Derivative Instrument

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

All derivatives, other than those for which an gt applies, are recorded in the combined balsheets at fair value.
Derivative instruments representing unrealized gane reported as derivative assets while dereatistruments representing
unrealized losses are reported as derivative iligsil The Company has elected to offset amountisdrcombined balance sheets
for derivative instruments executed with the samterparty under a master netting arrangement.obtie exceptions to fair
value accounting, normal purchases and normal,dasdssbeen elected by the Company for certain arevinstruments when t
contract satisfies certain criteria, including guieement that physical delivery of the underlyommmodity is probable and is
expected to be used in normal course of businedtailRevenues and retail cost of revenues reguftom deliveries of
commodities under normal purchase contracts andadaales contracts are included in earnings dirtieeof contract settlemel

To manage commodity price risk, the Company hottam derivative instruments that are not heldifading purposes and are
not designated as hedges for accounting purposegevér, to the extent the Company does not hokktfhg positions for such
derivatives, they believe these instruments reptesmonomic hedges that
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mitigate their exposure to fluctuations in commgpditices. As part of the Company’s strategy torojze its assets and manage
related commodity risks, it also manages a podfoficommodity derivative instruments held for fragpurposes. The Company
uses established policies and procedures to mahagisks associated with price fluctuations irsthenergy commodities and
uses derivative instruments to reduce risk by gdlyecreating offsetting market positions.

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

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

The Company has historically designated a portfdtsalerivative instruments as cash flow hedgesfeounting purposes. For
all hedging transactions, the Company formally doents the hedging transaction and its risk manageaigective and strategy
for undertaking the hedge, the hedging instruntéetnature of the risk being hedged, how the hefigisirument’s effectiveness
in offsetting the hedged risk will be assessedgeotvely and retrospectively, and a descriptiothefmethod used to measure
ineffectiveness. The Company also formally assesstk at the inception of the hedging transactiod on an ongoing basis,
whether the derivatives that are used in hedgagstctions are highly effective in offsetting chesiin cash flows of hedged
transactions. For derivative instruments that asghated and qualify as part of a cash flow heglgansaction, the effective
portion of the gain or loss on the derivative igaed as a component of other comprehensive ing@@¢) and reclassified into
earnings in the same period or periods during wherhedged transaction affects earnings. Gainsoasds on the derivative
representing either hedge ineffectiveness or hedggonents excluded from the assessment of eféeetss are recognized in
current earnings. Hedge accounting is discontiredpectively for derivatives that cease to be lyigffective hedges or if the
occurrence of the forecasted transaction is nodopgpbable.

Effective July 1, 2013, the Company elected toatiioue hedge accounting prospectively and begaectrd the changes in fair
value recognized in the combined statement of djpesin the period of change. Because the undeyliransactions were still
probable of occurring, the related accumulated W& frozen and recognized in earnings as the yndgrhedged item was
delivered. As of December 31, 2013, the Companynbagains or losses on derivatives that were dasighas qualifying cash
flow hedging transactions recorded as a comporfaataumulated OCI, as all previously deferred gaind losses on qualifying
hedge transactions were reclassified into earrdngsg the year ended December 31, 2013 when geziated hedged
transactions were recorded into earnings.

Income Taxe

SE and SEG are not taxable entities for U.S. fédecame tax purposes or for the majority of stabes impose an income tax.
Therefore, income taxes are not levied at theyelatel, but rather on the individual owners of &t SEG. Accordingly, the
accompanying combined financial statements donubtide a provision for federal income taxes. Then@any is subject to the
Revised Texas Franchise Tax (“Texas Margin Takhe Texas Margin Tax is computed on modified graasgin and is recorde
in income tax expense in the combined statemerdpa@fations. The Company does not do businessyinther state where a
similar tax is applied. As of December 31, 2013 2842, the Company had no liability reported forasognized tax benefits.

Net Income per Un

The Company has omitted earnings per share betai§ompany has operated under a sole member efpuitfure for the
periods presented.
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Commitments and Contingencies

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

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

Transactions with Affiliates

The Company enters into transactions with and mcartain costs on behalf of affiliates that anmgmwnly controlled by
NuDevco Holdings in order to reduce administragxpense, create economies of scale and supply gooldservices to the:
related parties. These transactions include, leubar limited to, certain services to the affilhompanies associated with the
Company’s debt facility, employee benefits provideadugh the Company’s benefit plans, insurancegleeased office space,
and administrative salaries for accounting, tagalgor technology services. As such, the accompgrgombined financial
statements include costs that have been incurréldeb€ompany and then directly billed or allocatedffiliates and are recorded
net in general and administrative expense on théated statements of operations with a correspgnaliitounts receivable—
affiliates recorded in the combined balance shéeatditionally, the Company enters into transactioith certain affiliates for
sales or purchases of natural gas and electrltich are recorded in retail revenues, retail obsevenues, and net asset
optimization revenues in the combined statementgpefations with a corresponding accounts recesvablffiliate or accounts
payable—affiliate in the combined balance shedeade read Note 8 “Transactions with Affiliatest farther discussion.

Use of Estimates and Assumptions

The preparation of the Company’s combined finarstialements requires estimates and assumptionaftéet the reported
amounts of assets and liabilities and disclosu@afingent assets and liabilities at the datdefdombined financial statements
and the reported amounts of revenues and expeunsag the reporting period. Actual results couldtenilly differ from those
estimates. Significant items subject to such edémhy the Company’s management include providimngncollectible
receivables, valuation of customer acquisition gosstimated useful lives of property and equipmeaitiation of derivatives, and
reserves for contingencies.

Subsequent Events

The Company evaluated subsequent events, if aatywibuld require adjustment to or disclosure in@Genpany’s combined
financial statements and notes to the combineadhdilmh statements through the date the combineddinbstatements are issued.
See Note 10 “Subsequent Events” for further disonss

Recent Accounting Pronounceme

In February 2013 the FASB issued Accounting Statllipdate (“ASU”) No. 2013-04,iabilities (Topic 405): Obligations
Resulting from Joint and Several Liability Arrangsmts for Which the Total Amount of the Obligatiefrixed at the Reportin
Date (“ASU 2013-04"), regarding accounting for obligat®resulting from joint and several liability arggments. ASU 2013-04
is effective for interim and annual periods begigndanuary 1, 2014.
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Early adoption is permitted with retrospective a&mtion. The Company adopted this standard upamigse and has applied the
requirements to its 2013 and 2012 combined findsté@ements. Please read Note 4 “Long-Term Debtfi¢ combined financial
statements for further discussion.

In December 2011, the FASB issued ASU No. 2011B19closures about Offsetting Assets and LiabiliffédsSU 2011-11").ASU
2011-11 retains the existing offsetting requireraeamd enhances the disclosure requirements to all@stors to better compare
financial statements prepared under GAAP with thyepared under International Financial Reportitep&ards (“IFRS”). On
January 31, 2013, the FASB issued ASU No. 20132rjfying the Scope of Disclosures about Offsgtéssets and Liabilities
(“ASU 2013-01"). ASU 2013-01 limits the scope oéthew balance sheet offsetting disclosures to dives, repurchase
agreements and securities lending transactiont. 8ahdards are effective for interim and annugbgde beginning January 1,
2013 and should be applied retrospectively. The gy adopted this standard upon issuance and phsdthe requirements to
its 2013 and 2012 combined financial statementadd read Note 6 “Accounting for Derivative Instemts” to the combined
financial statements for further discussion.

In February 2013, the FASB issued Accounting Stedslblpdate ASU No. 2013-0Reporting Amounts Reclassified Out of
Accumulated Other Comprehensive Inc((*ASU 2013-02"), related to the reporting of amaurgclassified out of accumulated
other comprehensive income. This guidance regamesntity to provide information about the amoustdassified out of
accumulated other comprehensive income by compohreatidition, an entity is required to preserhesi on the face of the
financial statements or in the related notes, Bart amounts reclassified out of accumulated rotloenprehensive income by the
respective line items of net income, but only & timount reclassified is required to be reclaskifidts entirety in the same
reporting period. For amounts that are not requiodae reclassified in their entirety to net incorae entity is required to cross-
reference to other disclosures that provide additidetails about those amounts. The guidancdedstife for annual reporting
periods, and interim periods within those yeargjr@ng after December 15, 2012. The Company addpie standard upon
issuance and has applied the requirements to 13 20d 2012 combined financial statements.

3. Property and Equipment

Property and equipment consist of the followingBBecember 31, (in thousands):

Estimated useful

lives (years) 2013 2012
Information technology 2-5 $ 22,529 $ 21,048
Leasehold improvements 2-5 4 568 4 568
Furniture and Fixtures 2-5 998 998
Total 28,095 26,614
Accumulated depreciation (23,278) (17,190)
Property and equipment—net $ 4,817 $ 9,424

Information technology assets include software @nsultant time used in the application, develograed implementation of
various systems including customer billing and vese management systems. As of December 31, 2@L3C?, information
technology includes $1.3 million and $0.1 milliohcosts associated with assets not yet placedserndce.
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Depreciation expense recorded in the combinedrstatis of operations was $6.1 million and $6.4 onillfor the years ended
December 31, 2013 and 2012, respectively.

4. Long-Term Debt

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

The Credit Agreement was amended on May 30, 20@8ade for a $177.5 million working capital fatil, a $100.0 million
term loan, and a $35.0 million revolving creditifiag. On January 24, 2011, the Borrowers amendetirastated the Credit
Agreement (the “Fifth Amended Credit Agreement’decrease the working capital facility to $150.0ion, to increase the term
loan to $130.0 million and to eliminate the revalyicredit facility.

On December 17, 2012, the Borrowers amended atatedshe Fifth Amended Credit Agreement to de@das working capital
facility to $70.0 million, to decrease the termrda $125.0 million and to reinstate the revolvangdit facility in the amount of
$30.0 million (the “Sixth Amended Credit AgreeméniThe Sixth Amended Credit Agreement was schedwledature on
December 17, 2014.

On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was
formerly wholly owned by Spark Energy Ventures, 8ieth Amended Credit Agreement was amended andteelsto increase tt
working capital facility to $80.0 million and eliméated the term loan and revolving credit facilitye(“Seventh Amended Credit
Agreement”) and to remove Marlin as a party to@nedit Agreement. The Seventh Amended Credit Agezgmmatures on

July 31, 2015. The Credit Agreement continues tedmired by the assets of Spark Energy Venturegsasdbsidiaries.

Although SE and SEG, as wholly owned subsidiarfeSpark Energy Ventures, were jointly and severtidllyle for Marlin’'s
borrowing under the Credit Agreement prior to tharlh initial public offering, SE and SEG did nastorically have access to or
use the term loan and the revolving credit faciityized by Marlin. SE and SEG were the primargipents of the proceeds from
the working capital facility.

The Company adopted ASU 2013-04, which prescribestcounting for joint and several liability amaments. The Company
has elected to early adopt ASU 2013-04 and haseapjile accounting guidance retrospectively t@@%3 and 2012 combined
financial statements as required by the standdnd. guidance requires an entity to measure itgabbn resulting from joint and
several liability arrangements for which the tatalount under the arrangement is fixed at the raygpdate, as the sum of the
amount the reporting entity agreed to pay on thsishat its arrangement among its co-obligors andaattitional amount the
reporting entity expects to pay on behalf of itsofigors. Based on the Sixth Amended Credit Agresnprior to the Marlin

initial public offering and understanding among Bwrowers, the term loan and the revolving créatitlity were assigned
specifically to Marlin. The Company has recognitteel proceeds from the working capital facility is tombined balance sheets,
which represented the amounts the Company witbtther Borrowers agreed to pay, and the amount€dmepany expected to

pay.
Working Capital Facility

The working capital facility was $150.0 million 2012 under the Fifth Amended Credit Agreement aad later amended to
$70.0 million on December 17, 2012 under the Siiended Credit Agreement. On July 31, 2013
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and in conjunction with the Seventh Amended Craditeement the working capital facility was incredse $80.0 million and is
scheduled to mature on July 31, 2015.

The working capital facility is available for usg Bpark Energy Ventures and its affiliates to ficeuthe working capital
requirements related to the purchase and salet@fah@as, electricity, and other commodity progduatt related to the retail
natural gas and asset optimization and retail idigtbusinesses of the Company. The Company’shioed financial statements
include the total amounts outstanding under thekingrcapital facility of $27.5 million and $10.0 lon as of December 31,
2013 and 2012, respectively, and are classifietierent in the combined balances sheets as thamwgockpital facility is drawn
on and repaid on a monthly basis to fund workingitehineeds. The total amounts outstanding unaefeattility as of

December 31, 2013 and 2012 include amounts uskeehdoequity distributions to the sole member of @@npany to fund
unrelated operations of an affiliate under the cammontrol of the sole member, which was a co-beercunder the facility.

Further, through the issuance of letters of creldé ,Company is able to secure payment to supphErebligation is recorded for
such outstanding letters of credit unless theydeme/n upon by the suppliers and in the event almrgpraws on a letter of credit,
repayment is due by the earlier of demand by tim ba at the expiration of the Credit Agreement.oA®ecember 31, 2013 and
2012, the Company did not have any amounts outistgmelated to outstanding drawn letters of crdditters of credit issued and
outstanding as of December 31, 2013 and 2012 wiéy® $nillion and $26.2 million, respectively.

Under the working capital facility, the Company payfee with respect to each letter of credit idsared outstanding. For the ye
ended December 31, 2013 and 2012, the Companyr@ucfees on letters of credit issued and outstaniitaling $0.5 million an
$0.6 million, respectively, which is recorded iteirest expense in the combined statements of opesat

Under the Fifth Amended Credit Agreement, the Campaay elect to have loans under the credit fgdil@ar interest either (i)

a Eurodollar-based rate plus a margin ranging 2d60% to 3.25% depending on the Company’s condelitiiunded
indebtedness ratio then in effect, or (ii) at acb@de loan plus a margin ranging from 1.50% t&%2iepending on the Compasy’
consolidated funded indebtedness ratio then ircefldhe Company also pays a nonutilization fee egud.50% per annum.

Under the Sixth Amended Credit Agreement, the Comppaay elect to have loans under the credit fydilgar interest either (i)

a Eurodollar-based rate plus a margin ranging f8dd0% to 3.75% depending on the Company’s condelitiiunded
indebtedness ratio then in effect, or (ii) at acb@de loan plus a margin ranging from 2.00% t&%depending on the Compasy’
consolidated funded indebtedness ratio then ircefldhe Company also pays a nonutilization fee egud.50% per annum.

Under the Seventh Amended Credit Agreement, thegaosnmay elect to have loans under the workingtabfaicility bear
interest (i) at a Eurodollar-based rate plus a maianging from 3.00% to 3.25%, depending on tharBgnergy Ventures’
aggregate amount outstanding then in effect, (@ laase rate loan plus a margin ranging from 2.@9%25%, depending on
Spark Energy Ventures’ aggregate amount outstarttegin effect or (iii) a cost of funds rate Igalns a margin ranging from
2.50% to 2.75%, depending on Spark Energy Ventaggtegate amount outstanding then in effect. lawking capital loan
made as a result of a drawing under a letter afitbears interest on the outstanding principal am¢hereof from the date fund
at a floating rate per annum equal to the costiiod$ rate plus the applicable margin until such laas been outstanding for more
than two business days and, thereafter, beargstten the outstanding principal amount thereaffadating rate per annum equal
to the base rate plus the applicable margin, plospercent 2.0% per annum. The Company incurredest expense of $0.3
million and $1.3 million for the years ended DecemB1, 2013 and 2012, respectively, which is reedid interest expense in 1
combined statements of operations.
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The Company also pays a commitment fee equal @0 &er annum. The Company incurred commitmenttfeesing $0.2
million and $0.5 million for the years ended DecemB1, 2013 and 2012, respectively, which is reedid interest expense in 1
combined statements of operations.

Deferred Financing Cosl

Deferred financing costs were $0.5 million and $@ibion as of December 31, 2013 and 2012, respelgti Of these amounts,
$0.4 million and $0.4 million are recorded in otkarrent assets in the combined balance sheef{ecember 31, 2013 and
2012, respectively, and $0.1 million and $0.2 miiliare recorded in other assets in the combinethbalsheets as of
December 31, 2013 and 2012, respectively, basdaeoterm of the working capital facility.

Amortization of deferred financing costs was $0i6iam and $0.7 million for the years ended Decemb®, 2013 and 2012,
respectively, which is recorded in interest expengbe combined statements of operations.

In conjunction with executing the Sixth Amended diré\greement in 2012, the Company paid $0.4 millid financing costs, all
of which were capitalized, and the Company wrofeb6f3 million of existing unamortized deferreddircing costs related to the
Fifth Amended Credit Agreement, which is recordeihterest expense in the combined statementsashitipns for the year
ended December 31, 2013.

In conjunction with executing the Seventh Amendeed2 Agreement in 2013, the Company paid $0.5iomlbf financing costs,
all of which were capitalized. Simultaneously, @@mpany wrote off $0.1 million of existing unamagd deferred financing co:
related to the Sixth Amended Credit Agreement, Wigarecorded in interest expense in the combitetdraents of operations for
the year ended December 31, 2013.

5. Fair Value Measurements

Fair value is defined as the price that would loeired to sell an asset or paid to transfer alitgl§exit price) in an orderly
transaction between market participants at the nmeawent date. Fair values are based on assum{itiahsharket participants
would use when pricing an asset or liability, irthg assumptions about risk and the risks inheremaluation techniques and the
inputs to valuations. This includes not only thedit standing o€ounterparties involved and the impact of creditagrtements b
also the impact of the Company’s own nonperformaisteon its liabilities.

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

* Level }—Quoted prices in active markets for identical esaet liabilities. Instruments categorized in Lel@rimarily
consist of financial instruments such as exch-traded derivative instrumen

* Level 2—Inputs other than quoted prices recorddceiel 1 that are either directly or indirectly ebgble for the asset
or liability, including quoted prices for similassgets or liabilities in active markets, quoted gsitor identical or similar
assets or liabilities in inactive markets, inputsen than quoted prices that are observable foaslset or liability, and
inputs that are derived from observable market bdgteorrelation or other means. Instruments categdrin Level 2
primarily include no-exchange traded derivatives such as-the-counter commaodity forwards and swaps and opti

* Level 3—Unobservable inputs for the asset or lighiincluding situations where there is little gifiy, observable
market activity for the asset or liabilit

As the fair value hierarchy gives the highest iyaio quoted prices in active markets (Level 19l éime lowest priority to
unobservable data (Level 3), the Company maxintlzesise of observable inputs and minimizes the

F-25



Table of Contents

use of unobservable inputs when measuring fairevdlusome cases, the inputs used to measureafai might fall in different
levels of the fair value hierarchy. In these catiesJowest level input that is significant to & fealue measurement in its entirety
determines the applicable level in the fair valiexdrchy.

Nor-Derivative Financial Instruments

The carrying amount of cash and cash equivaleatsuats receivable, accounts receivable-affilisdespunts payable, and
accrued liabilities recorded in the combined batastteets approximate fair value due to the shor-tature of these items. The
carrying amount of long-term debt recorded in tbebined balance sheets approximates fair valueuseaaf the variable rate
nature of the Company’s long-term debt.

Derivative Instrument

The following table presents assets and liabiltiesasured and recorded at fair value in the Conipamynbined balance sheets
on a recurring basis by and their level within fiie value hierarchy as of (in thousands):

Level 1 Level 2 Level 3 Total
December 31, 2013
Non-trading commodity derivative assets $ — $4672 $— $ 4,672
Trading commodity derivative assets — 3,405 — 3,405
Total commodity derivative assets $ — $8,077 $— $ 8,077
Non-trading commodity derivative liabilities $(563) $ (854) $— $(1,417)
Trading commodity derivative liabilities 147 (581) — (434)
Total commodity derivative liabilities $(416) $(1,435) $— $(1,851)
Level 1 Level 2 Level 3 Total
December 31, 2012
Non-trading commodity derivative assets $ 456 $ 30 $— $ 486
Trading commodity derivative assets (including trading commodity
derivative assets—affiliates of $292) 721 646 — 1,367
Total commodity derivative assets $1,177 $ 676 $— $ 1,853
Non-trading commaodity derivative liabilities $ (A7) $(2,216) $— $(2,233)
Trading commodity derivative liabilities (including trading derivative
liabilities—affiliates of $21) (94) (3,443) — (3,5637)
Total commodity derivative liabilities $ (111) $(5,659) $— $(5,770)

The Company had no financial instruments measuwsadydevel 3 at December 31, 2013 and 2012. Thegaomnhad no transfers
of assets or liabilities between any of the abewels during the years ended December 31, 2012@12

The Company’s derivative contracts include exchangged contracts fair valued utilizing readily éable quoted market prices
and non-exchange-traded contracts fair valued ussudcet price quotations available through brokersver-the-counter and on-
line exchanges. In addition, in determining the Yailue of the Company’s derivative contracts, @mmpany applies a credit risk
valuation adjustment to reflect credit risk which
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is calculated based on the Company'’s or the copattisr’'s historical credit risks. As of December 20,13 and 2012, the credit
risk valuation adjustment was not material.

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdhteons in the price of electricity and naturas @ad basis costs, storage anc
ancillary capacity charges from independent sysiparators. The Company uses derivative instruntentsnage exposure to
these risks, and historically designated certarivdive instruments as cash flow hedges for actogmpurposes. For derivatives
designated in a qualifying cash flow hedging relaship, the effective portion of the change in failue is recognized in
accumulated OCI and reclassified to earnings irpdreod in which the hedged item affects earnidgsy ineffective portion of th
derivative’s change in fair value is recognizedrently in earnings.

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

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

Derivative assets and liabilities are presentedmiite Company’s combined balance sheets whedeteative instruments are
executed with the same counterparty under a masténg arrangement. The Company’s derivative emtérinclude transactions
that are executed both on an exchange and cemnttallyed as well as over-the-counter, bilateratreats that are transacted
directly with a third party. To the extent the Cany has paid or received collateral related taddrévative assets or liabilities,
such amounts would be presented net against thiedederivative asset or liability’s fair value. 8sDecember 31, 2013 and
2012 the Company had not paid or received anyteodlbamounts. The specific types of derivativérumaents the Company may
execute to manage the commaodity price risk incthéefollowing:

* Forward contracts, which commit the Company to pase or sell energy commodities in the fut

* Futures contracts, which are exche-traded standardized commitments to purchase oa sglimmodity or financie
instrument;

* Swap agreements, which require payments to or fmumterparties based upon the differential betvt@erprices for a
predetermined or notional quantity; €

* Option contracts, which convey to the option holdher right but not the obligation to purchase dirsseommaodity.

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

* Forward electricity and natural gas purchase cotgrar retail customer load, a
* Natural gas transportation contracts and storaggeatents
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Volumetric Underlying Derivative Transactions

The following table summarizes the net notionalmad buy/(sell) of the Company’s open derivativaficial instruments
accounted for at fair value, broken out, by comryods of December 31:

Nor-trading

Commaodity Notional 2013 2012
Designated as hedges:
Natural Gas MMBtu — 596
Electricity MWh — 377
Not qualifying or not designated as hedges:
Natural Gas MMBtu 3,513 1,892
Natural Gas Basis MMBtu 373 714
Electricity MWh 465 366
Trading

Commaodity Notional 2013 2012
Not qualifying or not designated as hedges
Natural Gas MMBtu 2,259 2,989
Natural Gas Basis MMBtu 1,443 233
Electricity MWh — —

Gains (Losses) on Derivative Instruments

Gains (losses) on derivative instruments, net amdent period settlements on derivative instrumergee as follows for the years
ended December 31 (in thousands):

2013 2012

Gain (loss) on non-trading derivatives—cash flow hedges, net (including ineffectiveness gain (loss) of

$(288) and $930 for 2013 and 2012, respectively) $ 84  $(17,942)
Gain (loss) on non-trading derivatives, net 1,345 (1,074)
Gain (loss) on trading derivatives, net (including gain (loss) on trading derivatives—affiliates, net of $1,509

and $506 for 2013 and 2012, respectively) 5,138 (2,469)
Gain (loss) on derivatives, net $ 6,567  $(21,485)
Current period settlements on non-trading derivatives—cash flow hedges $(1,180) $ 18,707
Current period settlements on non-trading derivatives 1,833 7,782
Current period settlements on trading derivatives (including current period settlements on trading

derivatives—affiliates of ($1,780) and $87 for 2013 and 2012, respectively) 387 312

Total current period settlements on derivatives $ 1,040 $ 26,801

Gains (losses) on trading derivative instrumergsracorded in net asset optimization revenues aims glosses) on non-trading
derivative instruments are recorded in retail ressnor retail cost of revenues on the combinedrsiantts of operations.
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Fair Value of Derivative Instrumen

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

December 31, 2013

Cash
Gross Amounts Collateral Net Amount
Description Gross Assets Offset Net Assets Offset Presented
Non-trading commodity
derivatives $ 11,564 $ (6,898) $ 4,666 $ — $ 4,666
Trading commodity derivatives 3,949 (544) 3,405 — 3,405
Total Current Derivative
Assets $ 15,513 $ (7,442) $ 8,071 — $ 8,071
Non-trading commodity
derivatives $ 100 $ (94) $ 6 $ — $ 6
Trading commodity derivatives 14 (14) — — —
Total Non-current Derivative
Assets $ 114 $ 108 $ 6 — $ 6
Total Derivative Assets $ 15,627 $ (7,550) $ 8,077 $ — $ 8,077
December 31, 2013
Cash
Gross Amounts Collateral Net
Gross Amount
Description Liabilities Offset Net Liabilities Offset Presented
Non-trading commodity
derivatives $ (8,289) $ 6,898 $ (1,391) $ — $ (1,391)
Trading commodity derivatives (986) 544 (442) — (442)
Total Current Derivative
Liabilities $ (9,275) $ 7,442 $ (1,833) $ = $ (1,833)
Non-trading commodity
derivatives $ (120) $ 94 $ (26) $ — $ (26)
Trading commodity derivatives (6) 14 8 — 8
Total Non-current Derivative
Liabilities $ (126 $ 108 $ (18) $ — $ (18)
Total Derivative Liabilities $ (9,401) $ 7,550 $  (1,851) $ — $ (1,851)
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December 31, 2012

Cash
Collateral Net Amount
Gross Amounts Net
Description Gross Assets Offset Assets Offset Presented
Non-trading commodity
derivatives—cash flow hedges $ 1,295 $ (1,192) $ 103 $ — $ 103
Non-trading commodity derivatives 3,223 (2,846) 377 — 377
Trading commodity derivatives
(including trading commodity
derivatives-affiliates of $292) 2,570 (1,203) 1,367 — 1,367
Total Current Derivative Assets $ 7,088 $ (5,241) $1,847 $ — $ 1,847
Non-trading commodity
derivatives—cash flow hedges $ 58 $ (58) $ — $ — $ —
Non-trading commodity derivatives 464 (458) 6 — 6
Trading commodity derivatives 39 (39) — —
Total Non-current Derivative
Assets $ 561 $ (555) $ 6 $ — $ 6
Total Derivative Assets $ 7,649 $ (5,796) $1,853 $ — $ 1,853
December 31, 2012
Cash Collateral Net
Gross Gross Amounts Net Amount
Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity
derivatives—cash flow
hedges $ (2,237) $ 1,192 $ (1,045) $ — $ (1,045)
Non-trading commodity
derivatives (3,465) 2,846 (619) — (619)
Trading commodity derivatives
(including trading commodity
derivatives-affiliates of $21) (4,630) 1,203 (3,427) — (3,427)
Total Current Derivative
Liabilities $(10,332) $ 5,241 $ (5,091) $ — $ (5,091)
Non-trading commaodity
derivatives—cash flow
hedges $ (196) $ 58 $ (138) $ — $ (138)
Non-trading commodity
derivatives (889) 458 (431) — (431)
Trading commodity derivatives (149) 39 (110) — (110)
Total Non-current Derivative
Liabilities $ (1,234) $ 555 $ (679) $ — $ (679)
Total Derivative Liabilities $(11,566) $ 5,796 $ (5,770) $ = $ (5,770)

Accumulated Other Comprehensive Incc

The following table summarizes the effects on thenfany’s accumulated OCI balance attributable s ¢lww hedge derivative
instruments, for the years ended December (in thais:

2013 2012
Accumulated OCI balance, beginning of period $(2,536)  $(10,235)
Deferred gain (loss) on cash flow hedge derivative instruments 2,620 (10,243)

Reclassification of accumulated OCI net to income (84) 17,942




Accumulated OCI balance, end of period $ — $ (2,536)
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The amounts reclassified from accumulated OClimtome and any amounts recognized in income franinéffective portion ¢
cash flow hedges are recorded in retail cost admaes. In June 2013, the Company elected to discentash flow hedge
accounting.

7. Commitments and Contingencies

The Company’s minimum required payments for ceraiig-term agreements and unconditional purchabgations are as
follows as of December 31, 2013 (in thousands):

Off-Balance Sheet Arrangements and Contractual
Obligations by Year

Total 2014 2015 2016 2017 2018 >5 Years

Natural gas and electricity related purchase
contracts $19,102 $11686 $ 3,708 $3,708 $ — $ — $ —
Pipeline transportation agreements 21,313 6,326 2,788 2,629 2,629 1,050 5,891
Other purchase obligations 5,593 781 2,447 2,365 — — —
Operating leases 2,731 1,619 1,079 33 — — —
Total commitments $48,739 $20,412 $10,022 $8,735 $2,629 $1,050 $5,891

Natural Gas and Electricity Purchase Contra

The Company is party to numerous natural gas aadrigity related purchase contracts that haveimgrguantity and price terms
as well as varying durations which are not accalifde as derivative financial instruments at faatue as the Company has
elected the normal purchase exception for suclvakere financial instruments.

Pipeline Transportation Agreemer

The Company is party to various natural gas pipdiiansportation agreements which require the payofeeservation fees or
demand charges whether or not the pipeline tratepmn is utilized. Future commitments of $17.3lioil is related to pipeline
transportation agreements with two individual ceupérties which expire in 2018 and 2028, respdlgtive

Other purchase obligations

The Company is party to certain agreements faingikervices and software agreements.

Operating leases

The Company is party to non-cancelable operatiagds for office space and equipment expiring dbuardates. Total lease
expense recorded for the years ended DecembefB3,dhd 2012 was $1.8 million and $2.0 million pexgively.

Legal Matters

From time to time, the Company may be involveceigal, tax, regulatory and other proceedings irotldenary course of business.
Management does not believe that we are a paggyditigation that will have a material impact e Company’s combined
financial condition or results of operations.
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8. Transactions with Affiliates

The Company enters into transactions with and pastain costs on behalf of affiliates that are caniy controlled in order to
reduce administrative expense, create economissaté and supply goods and services to thesedglatéies. The Company also
sells and purchases natural gas and electricity afftliates. The Company presents receivablespaydbles with affiliates on a
net basis on the combined balance sheets asilidltaffctivity is with parties under common corhtro

Accounts Receival-Affiliates

The Company recorded current accounts receivahbfiiates of $6.8 million and $5.5 million as oebember 31, 2013 and 20:
respectively, for certain direct billings and callbcations for services the Company provided fitigtts and sales or purchase:
natural gas and electricity to affiliates.

The Company also recorded non-current accountsvedsie—affiliate of $14.7 million, including a nanterest bearing loan of
$1.1 million, as of December 31, 2012 for such goaad services. On April 8, 2013, the Company aadiMentered into an
Acknowledgement and Agreement, whereby the CompadyMarlin agreed that: (i) $14.7 million of ther@pany’s accounts
receivable—affiliate balance attributable to Madis of March 31, 2013 (the “Outstanding Amount™swat required to be paid
sooner than March 31, 2014, (ii) the Outstandingo@ént or any future accounts receivable affiliatebces owed by Marlin
would not accrue interest, and (iii) payment of @astanding Amount by Marlin prior to March 31,120was not precluded.
Accordingly, $14.7 million was reclassified to leteym accounts receivable-affiliate as of Decen#igr2012.

On April 26, 2013, Marlin paid $3.0 million of tH@utstanding Amount, reducing the Outstanding Amaar$l1.7 million (the
“Remaining Outstanding Amount”). On June 3, 20b8, €ompany and Marlin entered into a revised Ackadgement and
Agreement, whereby the Company and Marlin agreatl(ththe Remaining Outstanding Amount was nounegl to be paid
sooner than July 31, 2014, (ii) the Remaining Gumding Amount or any future accounts receivabldiattis balances owed by
Marlin would not accrue interest, and (iii) paymehthe Remaining Outstanding Amount prior to J8dy 2014 was not
precluded. In July 2013, in connection with thestolg of Marlin’s initial public offering, NuDevco Mstream Development
assumed the Remaining Outstanding Amount of $11llibmaccounts payable affiliates balance and Marlas released from
such obligation. As of December 31, 2013, the red#e due to the Company from NuDevco Midstreamdlmyment related to
the assumption of the Remaining Outstanding Amaagt $3.4 million and is recorded in current acceuateivable-affiliates.

Revenues and Cost of Revel-Affiliates

Prior to Marlin’s IPO on July 31, 2013, the Company provided nhgasto Marlin, who is a processing service prewjavhereb
Marlin gathered natural gas from the Company ahdrahird parties, extracted NGLs, and redelivehedprocessed natural gas
the Company and other third parties. Marlin repiiaerergy used in processing due to the extracfitiguads, compression and

transportation of natural gas, and fuel by makimpguyment to the Company at market prices. Reveati#iates, recorded in net
asset optimization revenues in the combined statenod operations, related to Marlin’s paymentthe Company for replaced

energy for the years ended December 31, 2013 at@l\@6re $3.0 million and $8.3 million , respectivel

Beginning on August 1, 2013, the Marlin processiggeement was terminated and the Company and aradfitiate entered into
an agreement whereby the Company purchases ngag#&liom the affiliate at the tailgate of the Magplant. Cost of revenues-

affiliates, recorded in net asset optimization rexes in the combined statements of operationdéoyear ended December 31,
2013 related to this agreement were $17.7 million.
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Additionally, from August 2, 2013 to September 3013 the Company purchased natural gas under hitg-contracts and sold
the natural gas to the affiliate at the Marlin inddnile the affiliate worked to have the third-pacontracts assigned to it. The
Company also purchased natural gas at a nearlgyphity plant inlet which was then sold to theli@fte. Revenues-affiliates,
recorded in net asset optimization revenues ircdnebined statements of operations, for the yeae@imkcember 31, 2013 rela
to these sales were $11.9 million.

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

The Company also purchases electricity for aniaféiland sells the electricity to the affiliateltzd same market price that the
company paid to purchase the electricity. Saledagftricity to the affiliate were $4.0 million afd.4 million for the years ended
December 31, 2013 and 2012, respectively, whichderded in retail revenues-affiliate in the condoirstatements of operations.

Also included in the Company’s results are cosewsenues-affiliates related to derivative instrutegrecorded in net asset
optimization revenues in the combined statementgpefations, is a gain of $1.8 million and los$0f6 million as of
December 31, 2013 and 2012, respectively. The Coynpas no outstanding derivative instruments wifitiates as of
December 31, 2013.

Cost allocations

The Company paid certain expenses on behalf difaadfs, which are reimbursed by the affiliateshte Company, including costs
that can be specifically identified and certaimedited overhead costs associated with generaldanihiatrative services,
including executive management, facilities, banlangngements, professional fees, insurance, irdtom services, human
resources and other support departnsetat'the affiliates. Where costs incurred on bebfthe affiliate could not be determined
specific identification for direct billing, the ctsswere primarily allocated to the affiliated eietit based on percentage of
departmental usage, wages or headcount. The totalrt direct billed and allocated to affiliates tbe years ended December
2013 and 2012 was $7.4 million and $4.1 milliorpexgively, and is recorded as a reduction in gerem@ administrative
expenses in the combined statements of operations.

The Company pays residual commissions to an dffifiar all customers enrolled by the affiliate wey their monthly retail gas
or retail electricity bill. Commission paid to théfiliate was $0.1 million and $0.8 million for tlyears ended December 31, 2013
and 2012, respectively, which is recorded in gdraerd administrative expense in the combined stat¢snof operations.

Member Distributions and Contributiol

During the years ended December 31, 2013 and 208 Z,ompany made net capital distributions to WtHklaxwell 11l of $59.2
million and $10.4 million, respectively. In contelation of the Company’s Offering, in April 2014 glfCompany entered into an
agreement with an affiliate to permanently forgallenet outstanding accounts receivable balances the affiliate. As such, the
accounts receivable balances from the affiliateeHaaen eliminated and presented as a distributidv. tkeith Maxwell 111 for
2013 and 2012.

F-33



Table of Contents

Property and Equipment Sc

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

9. Segment Reporting

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

The Company’s reportable business segments aikenataral gas and retail electricity. The retaktural gas segment consists of
natural gas sales to, and natural gas transportatid distribution for, residential and commercigdtomers. Asset optimization
activities, considered an integral part of secuthmgglowest price natural gas to serve retail gad,lare part of the retail natural
gas segment. The retail electricity segment cansisélectricity sales and transmission to residéahd commercial customers.
Corporate and other consists of expenses and adghtsretail natural gas and retail electricgsients that are managed at a
consolidated level such as general and adminigtratipenses.

To assess the performance of the Company’s opgrsgigments, the chief operating decision makeyaesliretail gross
margin. The Company defines retail gross margiopesating income plus (i) depreciation and amadtittreexpenses and (ii)
general and administrative expenses, less (i) sstaptimization revenues, (ii) net gains (lossesjerivative instruments, and
(iii) net current period cash settlements on dérreainstruments. The Company deducts net gairss€ls) on derivative
instruments, excluding current period cash settfespdrom the retail gross margin calculation iderrto remove the non-cash
impact of net gains and losses on derivative insgnis.

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

2013 2012

Reconciliation of Retail Gross Margin to Income bef  ore taxes

Income before income tax expense $31,468 $ 26,139
Interest and other income (353) (62)
Interest expense 1,714 3,363

Operating Income 32,829 29,440
Depreciation and amortization 16,215 22,795
General and administrative 35,020 47,321
Less:
Net asset optimization revenue 314 (1,136)
Net, Gains (losses) on derivative instruments 1,429 (19,016)
Net, Cash settlements on derivative instruments 653 26,489

Retail Gross Margin $81,668 $ 93,219
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The accounting policies of the business segmeattharsame as those described in the summaryrifisignt accounting policie
The Company uses gross margin and net asset oationizevenues as the measure of profit or losgsdousiness segments. T
measure represents the lowest level of informahanis provided to the chief operating decisiorkendor our reportable

segments.

Financial data for business segments are as follimikousands):

Corporate
Retail Retail Spark

Year ended December 31, 2013 Electricity Natural Gas and Other Eliminations Retail
Total Revenues $191,872 $125,218 $ — $ — $317,090
Retail cost of revenues 149,885 83,141 — — 233,026
Less:
Net asset optimization revenues — 314 — — 314
Gains (losses) on retail derivative instruments 1,336 93 — — 1,429
Current period settlements on non-trading

derivatives 1,349 (696) — — 653
Retail gross margin $ 39,302 $ 42,366 $ — $ — $ 81,668
Total Assets $ 41,879 $ 87,985 $953 $(21,744) $109,073

Corporate
Retail Retail Spark

Year ended December 31, 2012 Electricity Natural Gas and Other Eliminations Retail
Total revenues $256,357 $122,705 $ — $ — $379,062
Retail cost of revenues 202,440 77,066 — — 279,506
Less:
Net asset optimization revenues — (1,136) — (1,136)
Gains (losses) on retail derivative instruments (17,400) (1,616) — (19,016)
Current period settlements on non-trading

derivatives 18,577 7,912 — — 26,489
Retail gross margin $ 52,740 $ 40,479 $ — $ — $ 93,219
Total Assets $ 51,034 $100,433 $998 $(23,187) $129,278

Significant Customers

For the year ended December 31, 2013 and 2012ad/ere significant customer that individually acttea for more than 10%
of the Company’s combined net asset optimizatioemaes.

Significant Suppliers

For the year ended December 31, 2013 and 2012aderie significant supplier that individually acoted for more than 10% of
the Company’s combined net asset optimization ngegn

For the year ended December 31, 2013, the Compathpihe significant supplier that individually acnted for more than 10%
the Company’s combined retail electricity retaistof revenues. There were no significant suppfiarsetail electricity in 2012.
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10. Subsequent Events

Subsequent to December 31, 2013, the Company neddapital distributions to W. Keith Maxwell [l &1.0 million.
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SPARK ENERGY, INC.

CONDENSED COMBINED BALANCE SHEETS AS OF MARCH 31, 2014 AND DECEMBER 31, 2013

(in thousands)

(unaudited)
December 31,
March 31,
2014 2013
(restated)
Assets
Current assets:
Cash and cash equivalents $ 4,755 $ 7,189
Accounts receivable, net of allowance for doubtful accounts 87,368 62,678
Accounts receivable-affiliates 7,329 6,794
Inventory — 4,322
Fair value of derivative assets 4,075 8,071
Customer acquisition costs 7,527 4775
Prepaid assets 2,019 1,032
Other current assets 6,647 6,430
Total current assets 119,720 101,291
Property and equipment, net 4,614 4,817
Fair value of derivative assets 2 6
Customer acquisition costs 3,408 2,901
Other assets 89 58
Total Assets $127,833 $109,073
Liabilities and Member ’s Equity
Current liabilities:
Accounts payable $ 54,796 $ 36,971
Accrued liabilities 7,347 6,838
Fair value of derivative liabilities 2,505 1,833
Note payable 34,000 27,500
Other current liabilities 1,036 —
Total current liabilities 99,684 73,142
Long-term liabilities:
Fair value of derivative liabilities 84 18
Total liabilities 99,768 73,160
Members’ equity:
Member’s equity 28,065 35,913
Total member’s equity 28,065 35,913
Total Liabilities and Member’s Equity $127,833 $109,073

The accompanying notes are an integral part ofdinelensed combined financial statements.
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SPARK ENERGY, INC.

CONDENSED COMBINED STATEMENTS OF OPERATIONS AND COM PREHENSIVE INCOME FOR THE

THREE MONTHS ENDED MARCH 31, 2014 AND 2013
(in thousands)

(unaudited)
March 31,
2014 2013
(restated)
Revenues:
Retail revenues (including retail revenues—affiliates of $1,489 and $199 for the three
months ended March 31, 2014 and 2013, respectively) $104,352 $100,453
Net asset optimization revenues (including asset optimization revenues-affiliates of
$2,500 and $1,500 for the three months ended March 31, 2014 and 2013,
respectively, and asset optimization revenues—affiliates costs of revenues of
$7,900 and less than $0.1 million for the three months ended March 31, 2014 and
2013, respectively) 1,624 (1,157)
Total Revenues 105,976 99,296
Operating Expenses:
Retail cost of revenues (including retail cost of revenues-affiliates of less than $0.1
million for the three months ended March 31, 2014 and 2013, respectively) 88,121 69,993
General and administrative 8,113 9,275
Depreciation and amortization 2,959 5,030
Total Operating Expenses 99,193 84,298
Operating income 6,783 14,998
Other (expense)/income:
Interest expense (313) (384)
Interest and other income 70 11
Total other (expenses)/income (243) (373)
Income before income tax expense 6,540 14,625
Income tax expense 32 14
Net income $ 6,508 $ 14,611
Other comprehensive income (loss):
Deferred gain (loss) from cash flow hedges — 3,211
Reclassification of deferred gain (loss) from cash flow hedges into net income
(Note 6) — (282)
Comprehensive income $ 6,508 $ 17,540

The accompanying notes are an integral part ofdinelensed combined financial statements.
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SPARK ENERGY, INC.

CONDENSED COMBINED STATEMENTS OF MEMBER'’S EQUITY FO R THE THREE MONTHS ENDED MARCH
31, 2014

(in thousands)

(unaudited)

Member'’s
equity

Balance—December 31, 2013 $ 35,913
Capital contributions from member 19,701
Distributions to member (34,057)
Net income (restated) 6,508
Balance—March 31, 2014 (restated) $ 28,065

The accompanying notes are an integral part of¢inelensed combined financial statements.
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SPARK ENERGY, INC.

CONDENSED COMBINED STATEMENTS OF CASH FLOWS FOR THE THREE MONTHS ENDED MARCH 31, 2014
AND 2013

(in thousands)

(unaudited)
March 31,
2014 2013
(restated)
Cash flows from operating activities:
Net income $ 6,508 $ 14,611
Adjustments to reconcile net income to net cash flo ws provided by operating
activities:
Depreciation and amortization expense 2,959 5,030
Amortization and write off of deferred financing costs 113 120
Allowance for doubtful accounts and bad debt expense 565 513
(Gain) loss on derivatives, net (5,460) (2,242)
Current period cash settlements on derivatives, net 10,197 1,471
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (25,257) 2,603
(Increase) decrease in accounts receivable—affiliates (535) 4,420
Decrease in inventory 4,322 3,411
Increase in customer acquisition costs (5,227) (220)
(Increase) in prepaid and other current assets (1,316) (532)
(Increase) decrease in other assets (32) 31
Increase (decrease) in accounts payable 17,825 (8,339)
Increase (decrease) in accrued liabilities 510 (2,672)
Increase (decrease) in other liabilities 1,036 (337)
Net cash provided by operating activities 6,209 17,868
Cash flows from investing activities:
Purchases of property and equipment (787) (93)
Net cash used in investing activities (787) (93)
Cash flows from financing activities:
Borrowings on notes payable 24,500 9,500
Payments on notes payable (18,000) (17,500)
Member contributions (distributions), net (14,356) (14,239)
Net cash used in financing activities (7,856) (22,239)
Decreases in cash and cash equivalents (2,434) (4,464)
Cash and cash equivalents —beginning of period 7,189 6,559
Cash and cash equivalents —end of period $ 4,755 $ 2,095
Cash paid during the period for:
Interest $ 267 $ 219

The accompanying notes are an integral part ofdinelensed combined financial statements.

F-40



Table of Contents

SPARK ENERGY, INC.
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS
(UNAUDITED)

1. Formation and Organization

The accompanying interim unaudited condensed cagdlfinancial statements of Spark Energy, Inc. (@@mpany”) have been
prepared in connection with the initial public offey (the “Offering”) of shares of its Class A cormmstock, par value $0.01 per
share (the “Class A common stock”). The ComparsyBelaware corporation formed on April 22, 20149mark Energy
Ventures, LLC (“Spark Energy Ventures”) for the pose of succeeding to Spark Energy Ventures’ ovaieis Spark Energy,
LLC (“SE”) and Spark Energy Gas, LLC (“SEG”) whiaelne Spark Energy Venturesperating subsidiaries for its retail natural
and asset optimization and retail electricity basses. Prior to the Offering, Spark Energy Ventuiontribute SE and SEG to
NuDevco Retail Holdings, LLC*NuDevco”), a single member Texas limited liabilitgmpany formed by Spark Energy Venture:
on May 19, 2014 under the Texas Business OrgaaimtCode (“TBOC"). NuDevco was formed by Spark ggerentures to
hold the investment in Spark HoldCo and the Comp&pwark Energy Ventures is a single member limlitdallity company
formed on October 8, 2007 under the TBOC. NuDesaaholly owned by Spark Energy Ventures. Spark n&tentures is
wholly owned by NuDevco Partners Holdings, LLC, @is wholly owned by NuDevco Partners, LLC, whishvholly owned

by W. Keith Maxwell 11l. This Offering will be img@mented through a series of exchanges and trandferterests in entities all
under the common control of W. Keith Maxwell 111.

The contribution of the interest in SE and SEGh€ompany is not considered a business combinatioounted for under the
purchase method, as it will be a transfer of assadsoperations under common control and, accadsdibglances will be
transferred at their historical cost. The Compangterim unaudited condensed combined financiéstents were prepared us
SE's and SEG'’s historical basis in the assetsiahdilies, and include all revenues, costs, assetkliabilities attributed to the
retail natural gas and asset optimization andlrel@gtricity businesses of SE and SEG for thequsrpresented.

SEG is a retail natural gas provider and assetnigdtion business competitively serving residentammercial and industrial
customers in multiple states. SEG is independent futility and pipeline affiliates. SEG was formeal January 17, 2001 under
the Texas Revised Limited Partnership Act (as riéienbby the TBOC) and was converted to a Texagdidhliability company on
May 21, 2014.

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

Restatemer

The Company has restated its financial statement$ and for the three months ended March 31, 20i4.Company identified
errors in the Company’s recorded retail revenuelsratail cost of revenues due to inaccurate dadeassumptions used in
estimating the recorded amounts of retail revermatail cost of revenues and the related natumimghalances as of and for the
three months ended March 31, 2014. In additionCthpany identified that a reclass from other auressets to other current
liabilities was needed to properly classify a naltgias imbalance liability that was previously meleml net within other current
assets. Refer to the schedules
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below for the impact of these adjustments on th@lensed combined balance sheet as of March 31,d8adldn the condensed
combined statements of operations for the threetims@nded March 31, 2014. The identified errorsi@mdnpact on cash flows
from operating activities, investing activitiesdéor financing activities of the Company. The fellag schedules reconcile the
amounts as originally reported to the correspondasgated amounts (in thousands):

Restated Condensed Combined Balance Sheet An

As of March 31, 2014

As Previously Restatement
Reported Adjustments Restated
Accounts receivable, net of allowance for doubtful accounts $ 89,568 $(2,200) $ 87,368
Other current assets 5,254 1,393 6,647
Total current assets 120,527 (807) 119,720
Total assets 128,640 (807) 127,833
Accounts payable 53,450 1,346 54,796
Other current liabilities — 1,036 1,036
Total current liabilities 97,302 2,382 99,684
Total liabilities 97,386 2,382 99,768
Member's equity 31,254 (3,189) 28,065
Total member’s equity 31,254 (3,189) 28,065
Total Liabilities and Member’s Equity $128,640 $ (807) $127,833

Restated Condensed Combined Statements of OperationComprehensive Income Amol

As of March 31, 2014

As Previously Restatement
Reported Adjustments Restated
Retail revenues $106,552 $(2,200) $104,352
Total Revenues 108,176 (2,200) 105,976
Retail cost of revenues 87,132 989 88,121
Total Operating Expenses 98,204 989 99,193
Operating income 9,972 (3,189) 6,783
Income before income tax expense 9,729 (3,189) 6,540
Net income 9,697 (3,189) 6,508
Comprehensive income $ 9,697 $(3,189) $ 6,508

2. Basis of Presentation and Summary of Significariccounting Policies

The accompanying interim unaudited condensed cagdlfinancial statements (“interim statements”)hef Company have been
prepared in accordance with accounting principkrgegally accepted in the United States (“GAAP”)ifdgerim financial
information and with the instructions to Form 1CaQd Article 10 of Regulation S-X issued by the WE8curities and Exchange
Commission. Accordingly, they do not include alltlé information and footnotes required by GAAPdanual financial
statements. In the opinion of management, all &ali@ists and disclosures necessary for a fair prasentof these interim
financial statements have been included. The egeiitorted in these interim statements are notssadéy indicative of the resul
that may be reported for the entire year.
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The preparation of the financial statements in gonity with GAAP requires management to make edtsiand assumptions tl
affect the reported amounts of assets and liaslitind disclosure of contingent liabilities atdlage of the financial statements ¢
the reported amounts of revenues and expensegydhamreporting period. Actual results could diffierm those estimates.

The accompanying interim unaudited condensed cadinancial statements have been prepared indasoe with Regulation
S-X, Article 3,General Instructions as to Financial Statements Staff Accounting Bulletin (“SAB”) Topic 1-B, Allations of
Expenses and Related Disclosures in FinarStatements of Subsidiaries, Divisions or Lesseim®gs Components of Another
Entity on a stand-alone basis and are derived from SE'<S&€'s historical basis in the assets and ligslitand include all
revenues, costs, assets and liabilities attribetbthe retail natural gas and asset optimizatmahretail electricity businesses of
SE and SEG for the periods presented that arefigadlgi identifiable or have been allocated to @@mpany. Management has
made certain assumptions and estimates in orddloitate a reasonable share of expenses to the @ymguch that the
Company’s combined financial statements reflecstartially all of its costs of doing business. Tmmpany also enters into
transactions with and pays certain costs on befalffiliates under common control in order to reduisk, create strategic
alliances and supply goods and services to thésedeparties. The Company direct bills certainesrges incurred on behalf of
affiliates or allocates certain overhead expensedfiliates associated with general and admirtisesservices based on services
provided, departmental usage, or headcount, whigle@nsidered reasonable by management. The atlosatnd related
estimates and assumptions are described moreariulpte 8 “Transactions with Affiliates”. These t®sire not necessarily
indicative of the cost that the Company would hiaeeirred had it operated as an independent stanmk @ntity. Affiliates have
also relied upon Spark Energy Ventures as a paaiitiin the credit facility for the periods preszhas described more fully in
Note 4“Long-Term Debt”. As such, the Compasyinterim unaudited condensed combined financééstents do not fully refle
what the Company’s financial position, results péations and cash flows would have been had thep@oy operated as an
independent stand-alone company during the pepostsented. As a result, historical financial infation is not necessarily
indicative of what the Company’s results of openadi financial position and cash flows will be e future.

Net Income per Un

The Company has omitted earnings per share betai§ompany has operated under a sole member efpuitfure for the
periods presented.

Subsequent Events

The Company evaluated subsequent events, if aatywibuld require adjustment to or disclosure inGloenpany’s condensed
combined financial statements and notes to thearmsat combined financial statements through theetdatcondensed combined
financial statements are issued. See Note 10 “Sules¢ Events” for further discussion.
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3. Property and Equipment

Property and equipment consist of the followingfén thousands):

Estimated useful March 31, December 31,
lives (years) 2014 2013
Information technology 2-5 $ 23,316 $ 22,529
Leasehold improvements 2-5 4,568 4,568
Furniture and Fixtures 2-5 998 998
Total 28,882 28,095
Accumulated depreciation (24,268) (23,278)
Property and equipment—net $ 4,614 $ 4,817

Information technology assets include software @nsultant time used in the application, develograed implementation of
various systems including customer billing and vese management systems. As of March 31, 2014 acdrbber 31, 2013,
information technology includes $2.1 million and$million, respectively, of costs associated vaiisets not yet placed into
service.

Depreciation expense recorded in the combinedrstatis of operations was $0.9 million and $1.6 onillfor the three months
ended March 31, 2014 and 2013, respectively.

4. Long-Term Debt

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

The Credit Agreement was amended on May 30, 20@8xade for a $177.5 million working capital fatil, a $100.0 million
term loan, and a $35.0 million revolving creditifiag. On January 24, 2011, the Borrowers amendetirastated the Credit
Agreement (the “Fifth Amended Credit Agreement”drrease the working capital facility to $150.0ion, to increase the term
loan to $130.0 million and to eliminate the revalyicredit facility.

On December 17, 2012, the Borrowers amended atatedghe Fifth Amended Credit Agreement to de@dlas working capital
facility to $70.0 million, to decrease the termrida $125.0 million and to reinstate the revolvangdit facility in the amount of
$30.0 million (the “Sixth Amended Credit AgreeméniThe Sixth Amended Credit Agreement was schedwledature on
December 17, 2014.

On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was
formerly wholly owned by Spark Energy Ventures, $ieth Amended Credit Agreement was amended artdtegisto increase tt
working capital facility to $80.0 million and eliméated the term loan and revolving credit facilitye(“Seventh Amended Credit
Agreement”) and to remove Marlin as a party toGhnedit Agreement. The Seventh Amended Credit Agesgmatures on July
31, 2015. The Credit Agreement continues to bersedoy the assets of Spark Energy Ventures arsdlitsidiaries.
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Although SE and SEG, as wholly owned subsidiarfeSpark Energy Ventures, were jointly and severlidllyle for Marlin’'s
borrowing under the Credit Agreement prior to tharl initial public offering, SE and SEG did ndstorically have access to or
use the term loan and the revolving credit faciityized by Marlin. SE and SEG were the primargipents of the proceeds from
the working capital facility.

The Company adopted Accounting Standards Updat8J"A2013-04, which prescribes the accounting éimtjand several
liability arrangements early and applied the actiogrguidance retrospectively to its 2013 conderadbined financial
statements as required by the standard. This geedaaguires an entity to measure its obligationltieg from joint and several
liability arrangements for which the total amountar the arrangement is fixed at the reporting,deg¢he sum of the amount the
reporting entity agreed to pay on the basis adiitangement among its co-obligors and any addit@m@unt the reporting entity
expects to pay on behalf of its obligors. Based on the Sixth Amended Credit Agregmeor to the Marlin initial public offerir
and understanding among the Borrowers, the termdoa the revolving credit facility were assignpddfically to Marlin. The
Company has recognized the proceeds from the wgdapital facility in its combined balance sheeilsich represented the
amounts the Company with the other Borrowers agie@ay, and the amounts the Company expectedyto pa

Working Capital Facility

The working capital facility was $150.0 million 2012 under the Fifth Amended Credit Agreement aad later amended to
$70.0 million on December 17, 2012 under the Sixtiended Credit Agreement. On July 31, 2013 andimjunction with the
Seventh Amended Credit Agreement the working chfaitality was increased to $80.0 million and i$xeduled to mature on July
31, 2015.

The working capital facility is available for usg Bpark Energy Ventures and its affiliates to ficeuthe working capital
requirements related to the purchase and saletafah@as, electricity, and other commodity progduutt related to the retail
natural gas and asset optimization and retail iitgtbusinesses of the Company. The Company’shioed financial statements
include the total amounts outstanding under thekingrcapital facility of $34.0 million and $27.5 #Wion as of March 31, 2014
and December 31, 2013, respectively, and are Bbsis current in the combined balances shedtseasorking capital facility is
drawn on and repaid on a monthly basis to fund mgrkapital needs. The total amounts outstandimputhe facility as of Mar¢
31, 2014 and December 31, 2013 include amountstadedd equity distributions to the sole membethaf Company to fund
unrelated operations of an affiliate under the cammontrol of the sole member, which was a co-beercunder the facility.

Further, through the issuance of letters of creldé ,Company is able to secure payment to supphErebligation is recorded for
such outstanding letters of credit unless theydeae/n upon by the suppliers and in the event almrppraws on a letter of credit,
repayment is due by the earlier of demand by tim& loa at the expiration of the Credit Agreementtéses of credit issued and
outstanding as of March 31, 2014 and December@I3 ere $13.9 million and $10.0 million, respeetyv

Under the working capital facility, the Company payfee with respect to each letter of credit idsared outstanding. For the th
months ended March 31, 2014 and 2013, the Compenyried fees on letters of credit issued and audigtg totaling $0.1 millio
and $0.1 million, respectively, which is recordedriterest expense in the combined statementseshtipns.

Under the Fifth Amended Credit Agreement, the Campaay elect to have loans under the credit fgdil@ar interest either (i)
a Eurodollar-based rate plus a margin ranging 2d60% to 3.25% depending on the Company’s condelitiiunded
indebtedness ratio then in effect, or (ii) at agb@de loan plus a margin ranging
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from 1.50% to 2.25% depending on the Compamrgnsolidated funded indebtedness ratio therféetefThe Company also pay
nonutilization fee equal to 0.50% per annum.

Under the Sixth Amended Credit Agreement, the Comppaay elect to have loans under the credit fgdilgar interest either (i)

a Eurodollar-based rate plus a margin ranging f8000% to 3.75% depending on the Company’s condelitanded
indebtedness ratio then in effect, or (ii) at acb@de loan plus a margin ranging from 2.00% t&% depending on the Compasy’
consolidated funded indebtedness ratio then ircefldhe Company also pays a nonutilization fee egud.50% per annum.

Under the Seventh Amended Credit Agreement, thegaosnmay elect to have loans under the workingtabfaicility bear
interest (i) at a Eurodollar-based rate plus a maianging from 3.00% to 3.25%, depending on tharinergy Ventures’
aggregate amount outstanding then in effect, (@ laase rate loan plus a margin ranging from 2.@9%25%, depending on
Spark Energy Ventures’ aggregate amount outstartgrgin effect or (iii) a cost of funds rate Igalas a margin ranging from
2.50% to 2.75%, depending on Spark Energy Ventaggtegate amount outstanding then in effect. lawking capital loan
made as a result of a drawing under a letter aficbears interest on the outstanding principal amehereof from the date fund
at a floating rate per annum equal to the costiiod$ rate plus the applicable margin until such laas been outstanding for more
than two business days and, thereafter, bearggtten the outstanding principal amount thereafftaating rate per annum equal
to the base rate plus the applicable margin, phospercent 2.0% per annum. The Company incurreaeést expense of $0.05
million and $0.1 million for the three months endédrch 31, 2014 and 2013, respectively, which ¢®@réed in interest expense
in the combined statements of operations.

The Company also pays a commitment fee equal @0 er annum. The Company incurred commitmenttf@easing less than
$0.1 million for the three months ended March 311 2and 2013, respectively, which is recorded tergst expense in the
condensed combined statements of operations.

Deferred Financing Cosil

Deferred financing costs were $0.1 million and $@iBion as of March 31, 2014 and December 31, 20&8pectively. Of these
amounts, less than $0.1 million and $0.4 millioa mcorded in other current assets in the comtba&hce sheets as of March
2014 and December 31, 2013, respectively, andrdiflibn and $0.1 million are recorded in other asse the combined balance
sheets as of March 31, 2014 and December 31, 2843ctively, based on the term of the workingteafacility.

Amortization of deferred financing costs was $0illiom and $0.1 million for the three months endédrch 31, 2014 and 2013,
respectively, which is recorded in interest expengbe condensed combined statements of operations

5. Fair Value Measurements

Fair value is defined as the price that would loeired to sell an asset or paid to transfer aliigl§exit price) in an orderly
transaction between market participants at the ureagent date. Fair values are based on assumptiansiarket participants
would use when pricing an asset or liability, irthg assumptions about risk and the risks inheremaluation techniques and the
inputs to valuations. This includes not only thedit standing of counterparties involved and thpauot of credit enhancements
also the impact of the Company’s own nonperformaisteon its liabilities.
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The Company applies fair value measurements tmitamodity derivative instruments based on the falhg fair value hierarchy
which prioritizes the inputs to valuation technigused to measure fair value into three broaddevel

* Level 1—Quoted prices in active markets for ideadtirssets and liabilities. Instruments categoriaddevel 1 primarily
consist of financial instruments such as exch-traded derivative instrumen

* Level z—Inputs other than quoted prices recorded in Leuwbbl are either directly or indirectly observafilethe asse
or liability, including quoted prices for similassets or liabilities in active markets, quoted gsitor identical or similar
assets or liabilities in inactive markets, inputsen than quoted prices that are observable foaslset or liability, and
inputs that are derived from observable market bgteorrelation or other means. Instruments categdiin Level 2
primarily include no-exchange traded derivatives such as-the-counter commodity forwards and swaps and opti

* Level >—Unobservable inputs for the asset or liability luging situations where there is little, if any sebvable
market activity for the asset or liabilit

As the fair value hierarchy gives the highest jiyaio quoted prices in active markets (Level 19l éime lowest priority to
unobservable data (Level 3), the Company maxintizesise of observable inputs and minimizes theoftisaobservable inputs
when measuring fair value. In some cases, the snjeed to measure fair value might fall in différewels of the fair value
hierarchy. In these cases, the lowest level inpattis significant to a fair value measurementsrentirety determines the
applicable level in the fair value hierarchy.

Nor-Derivative Financial Instruments

The carrying amount of cash and cash equivaleatsuamts receivable, accounts receivable-affilisaespunts payable, and
accrued liabilities recorded in the combined batastteets approximate fair value due to the shor-tature of these items. The
carrying amount of long-term debt recorded in thedensed combined balance sheets approximateafa@ because of the
variable rate nature of the Company’s long-ternt.deb

Derivative Instrument

The following table presents assets and liabiltiesasured and recorded at fair value in the Conipaandensed combined
balance sheets on a recurring basis by and thel\éthin the fair value hierarchy as of (in thansls):

Level 1 Level 2 Level 3 Total

March 31, 2014
Non-trading commodity derivative assets (including non-trading derivative

assets—affiliates of $157) $1,042  $2,794 $— $ 3,836
Trading commodity derivative assets (75) 316 — 241
Total commodity derivative assets $ 967 $3,110 $— $ 4,077
Non-trading commodity derivative liabilities $ (46) $(1,989) $— $(2,035)
Trading commodity derivative liabilities — (554) — (554)
Total commodity derivative liabilities $ (46) $(2,543) $— $(2,589)
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Level 1 Level 2 Level 3 Total

December 31, 2013

Non-trading commaodity derivative assets $ — $ 4,672 $— $ 4,672
Trading commodity derivative assets — 3,405 = 3,405
Total commodity derivative assets $ — $ 8,077 $— $ 8,077
Non-trading commaodity derivative liabilities $(563) $ (854) $— $(1,417)
Trading commodity derivative liabilities 147 (581) — (434)
Total commodity derivative liabilities $(416) $(1,435) $— $(1,851)

The Company had no financial instruments measwigddevel 3 at March 31, 2014 and December 31320he Company had
no transfers of assets or liabilities between drth@above levels during the three months endediVial, 2014 and the year
ended December 31, 2013.

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

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdhteons in the price of electricity and naturas @ad basis costs, storage anc
ancillary capacity charges from independent sysiparators. The Company uses derivative instruntentsanage exposure to
these risks, and historically designated certarivdive instruments as cash flow hedges for actogmpurposes. For derivatives
designated in a qualifying cash flow hedging relaship, the effective portion of the change in faitue is recognized in
accumulated OCI and reclassified to earnings irpdreod in which the hedged item affects earnidgsy ineffective portion of th
derivative’s change in fair value is recognizedrently in earnings.

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

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

Derivative assets and liabilities are presentedmitte Company’s condensed combined balance stwbets the derivative
instruments are executed with the same counterpadgr a master netting arrangement. The Compaeyigative contracts
include transactions that are executed both orxelmamge and centrally cleared as well as over-thever, bilateral contracts that
are transacted directly with a third party. To ¢ix¢ent the Company has paid or received collatetated to the derivative assets
or liabilities, such amounts would be presentedageinst the related derivative asset or liabgifigir value. As of March 31, 20
and December 31, 2013, the Company had
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not paid or received any collateral amounts. Theeiic types of derivative instruments the Comparay execute to manage the
commodity price risk include the following:

* Forward contracts, which commit the Company to pase or sell energy commodities in the fut

* Futures contracts, which are exchange-traded stdizdd commitments to purchase or sell a commaatifinancial
instrument;

* Swap agreements, which require payments to or é@mmnterparties based upon the differential betvieerprices for &
predetermined notional quantity; a

* Option contracts, which convey to the option holdher right but not the obligation to purchase dirsseommaodity.

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

* Forward electricity and natural gas purchase cotgrar retail customer load, a
* Natural gas transportation contracts and storaggeatents

Volumetric Underlying Derivative Transactions

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

Nor-trading
March 31, December 31,
Commaodity Notional 2014 2013
Natural Gas MMBtu 4,373 3,513
Natural Gas Basis MMBtu — 373
Electricity MWh 637 465
Trading
March 31, December 31,
Commaodity Notional 2014 2013
Natural Gas MMBtu 940 2,259
Natural Gas Basis MMBtu 770 1,443
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Gains (Losses) on Derivative Instruments

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

Three Months Ended

March 31,
2014 2013

Gain on non-trading derivatives—cash flow hedges, net (including ineffectiveness (loss) of

$(848) for the three months ended March 31, 2013) $ — $ (172)
Gain (loss) on non-trading derivatives, net (including gains (loss) on non-trading

derivatives—affiliates, net of $157 for the three months ended March 31, 2014) 11,448 832
Gain (loss) on trading derivatives, net (including gain (loss) on trading derivatives—

affiliates, net of $217 and $216 for the three months ended March 31, 2014 and 2013,

respectively) (5,988) 1,582
Gain on derivatives, net $ 5,460 $ 2,242
Current period settlements on non-trading derivatives—cash flow hedges $ — $(1,378)
Current period settlements on non-trading derivatives (12,901) (562)
Current period settlements on trading derivatives (including current period settlements on

trading derivatives—affiliates, net of $217 and $37 for the three months ended March

31, 2014 and 2013, respectively) 2,704 469
Total current period settlements on derivatives $(10,197) $(1,471)

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

Fair Value of Derivative Instrumen

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

March 31, 2014

Cash
Gross Collateral Net Amount
Amounts
Description Gross Assets Offset Net Assets Offset Presented
Non-trading commodity derivatives
(including non-trading derivatives—
affiliates, net of $157) $5,541 $(1,707) $3,834 $— $3,834
Trading commodity derivatives 1,230 (989) 241 — 241
Total Current Derivative Assets $6,771 $(2,696) $4,075 $— $4,075
Non-trading commaodity derivatives $ 44 $ (42 $ 2 $— $ 2
Total Non-current Derivative Assets $ 44 $ (42 $ 2 $— $ 2
Total Derivative Assets $6,815 $(2,738) $4,077 $— $4,077
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March 31, 2014

Gross Cash
Amounts Collateral Net Amount
Net
Description Gross Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $(3,658) $1,707 $(1,951) $— $(1,951)
Trading commodity derivatives (1,543) 989 (554) — (554)
Total Current Derivative Liabilities $(5,201) $2,696 $(2,505) $— $(2,505)
Non-trading commodity derivatives $ (126) $ 42 $ (84 $— $ (84)
Total Non-current Derivative Liabilities $ (126) $ 42 $ (84 $— $ (84
Total Derivative Liabilities $(5,327) $2,738 $(2,589) $— $(2,589)
December 31, 2013
Cash
Gross Collateral Net Amount
Amounts
Description Gross Assets Offset Net Assets Offset Presented
Non-trading commodity derivatives $11,564 $(6,898) $4,666 $— $4,666
Trading commodity derivatives 3,949 (544) 3,405 — 3,405
Total Current Derivative Assets $15,513 $(7,442) $8,071 $— $8,071
Non-trading commodity derivatives $ 100 $ (94 $ 6 $— $ 6
Trading commodity derivatives 14 (14) — — —
Total Non-current Derivative Assets $ 114 $ (108) $ 6 $— $ 6
Total Derivative Assets $15,627 $(7,550) $8,077 $— $8,077
December 31, 2013
Gross Cash
Amounts Collateral Net Amount
Net
Description Gross Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $(8,289) $6,898 $(1,391) $— $(1,391)
Trading commodity derivatives (986) 544 (442) — (442)
Total Current Derivative Liabilities $(9,275) $7,442 $(1,833) $— $(1,833)
Non-trading commodity derivatives $ (120) $ 94 $ (26) $— $ (26)
Trading commodity derivatives (6) 14 8 — 8
Total Non-current Derivative Liabilities $ (126) $ 108 $ (18) $— $ (18)
Total Derivative Liabilities $(9,401) $7,550 $(1,851) $— $(1,851
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Accumulated Other Comprehensive Incc

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

Three Months

Ended
March 31,
2014 2013
Accumulated OCI balance, beginning of period $— $(2,536)
Deferred gain (loss) on cash flow hedge derivative instruments — 3,211
Reclassification of accumulated OCI net to income = (282)
Accumulated OCI balance, end of period $— $ 393

The amounts reclassified from accumulated OClimtome and any amounts recognized in income framrtéffective portion ¢
cash flow hedges are recorded in retail cost admaes. In June 2013, the Company elected to discentash flow hedge
accounting.

7. Commitments and Contingencies

From time to time, the Company may be involveceigal, tax, regulatory and other proceedings irotldenary course of business.
Management does not believe that we are a paggyditigation that will have a material impact e Company’s combined
financial condition or results of operations.

8. Transactions with Affiliates

The Company enters into transactions with and paxtsin costs on behalf of affiliates that are camiy controlled in order to
reduce administrative expense, create economissaté and supply goods and services to thesedgdaties. The Company also
sells and purchases natural gas and electricity afftliates. The Company presents receivablespaydbles with affiliates on a
net basis on the combined balance sheets asibilteffctivity is with parties under common comtro

Accounts Receival-Affiliates

The Company recorded current accounts receivablihai@s of $7.3 million and $6.8 million as of Mdr 31, 2014 and
December 31, 2013, respectively, for certain dibgihgs and cost allocations for services the @any provided to affiliates and
sales or purchases of natural gas and electrzigyfiliates.

Revenues and Cost of Revel-Affiliates

Prior to Marlin’s IPO on July 31, 2013, the Company provided nhgasto Marlin, who is a processing service prewjidvhereb
Marlin gathered natural gas from the Company ahdrahird parties, extracted NGLs, and redelivehedprocessed natural gas
the Company and other third parties. Marlin repiiaeeergy used in processing due to the extracfiiguds, compression and

transportation of natural gas, and fuel by makimgament to the Company at market prices. Reveafiiates, recorded in net
asset optimization revenues in the combined stattsmod operations, related to Marlin’s paymentthim Company for replaced

energy for the three months ended March 31, 2053384 million.
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Beginning on August 1, 2013, the Marlin processiggeement was terminated and the Company and araftiiate entered into
an agreement whereby the Company purchased ngagditom the affiliate at the tailgate of the Masilant. Cost of revenues-
affiliates, recorded in net asset optimization rexes in the combined statements of operation$éothiiree months ended March
31, 2014 related to this agreement were $8.1 millidhe Company also purchased natural gas at ayntard party plant inlet
which was then sold to the affiliate. Revenuediaféis, recorded in net asset optimization revefuése combined statements of
operations for the three months ended March 314 2@&ke related to these sales were $2.5 million.

Additionally, the Company entered into a natura gansportation agreement with Marlin, at Marlipipeline, whereby the
Company transports retail natural gas and payhigtesr of (i) a minimum monthly payment or (ii)ramsportation fee per
MMBtu times actual volumes transported. The curtearisportation agreement was set to expire onuaep28, 2013, but was
extended for three additional years at a fixed peteMMBtu without a minimum monthly payment. Indkd in the Company’s
results are cost of revenuaHiiates, recorded in retail cost of revenueghi@ condensed combined statements of operaticaiga
to this activity is less than $0.1 million and $@nillion for the three months ended March 31, 28hd 2013, respectively.

The Company also purchases electricity for aniafiland sells the electricity to the affiliateted same market price that the
company paid to purchase the electricity. Saledaftricity to the affiliate were $1.5 million a®@.2 million for the three months
ended March 31, 2014 and 2013, respectively, wisicacorded in retail revenues-affiliate in the densed combined statements
of operations.

Also included in the Company’s results are cosewstnues-affiliates related to derivative instrutegrecorded in net asset
optimization revenues in the combined statemengpefations, is a gain of $0.2 million and a lokkess than $0.1 million as of
March 31, 2014 and 2013, respectively.

Cost allocations

The Company paid certain expenses on behalf difaadfs, which are reimbursed by the affiliateshte Company, including costs
that can be specifically identified and certaimedited overhead costs associated with generaldamuhiatrative services,
including executive management, facilities, banlangngements, professional fees, insurance, irdtom services, human
resources and other support departments to tHexwféi. Where costs incurred on behalf of theiafil could not be determined by
specific identification for direct billing, the ctsswere primarily allocated to the affiliated eietit based on percentage of
departmental usage, wages or headcount. The totalrat direct billed and allocated to affiliates foe three months ended Ma
31, 2014 and 2013 was $1.9 million and $1.7 milli@spectively, and is recorded as a reductioreiregal and administrative
expenses in the condensed combined statemente@itigms.

The Company pays residual commissions to an dffifiar all customers enrolled by the affiliate wey their monthly retail gas
or retail electricity bill. Commission paid to théfiliate was less than $0.1 million for the threenths ended March 31, 2014 and
2013, respectively, which is recorded in generdl atiministrative expense in the condensed comlstaedments of operations.

Member Distributions and Contributiol

During the three months ended March 31, 2014 ai8,26e Company made net capital distributions td<@ith Maxwell I1I of
$14.4 million and $14.2 million, respectively. lartemplation of the Company’s Offering, in April220 the Company entered
into an agreement with an affiliate to permanefuatgive all net outstanding accounts receivablaheds from the affiliate. As
such, the accounts receivable balances from tilthave been eliminated and presented as @bdion to W. Keith Maxwell
[l for 2014 and 2013.
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9. Segment Reporting

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

The Company’s reportable business segments aikenatiaral gas and retail electricity. The retatural gas segment consists of
natural gas sales to, and natural gas transportatid distribution for, residential and commercigtomers. Asset optimization
activities, considered an integral part of secuthrgglowest price natural gas to serve retail gad,lare part of the retail natural
gas segment. The Company recorded asset optintizatienues of $132.9 million and $91.3 million @sdet optimization cost
revenues of $131.3 million and $92.4 million foe tthree months ended March 31, 2014 and 2013, atdsglg, which are
presented on a net basis in asset optimizatiomumge The retail electricity segment consists efteicity sales and transmission
to residential and commercial customers. Corpaateother consists of expenses and assets oftdilenagural gas and retail
electricity segments that are managed at a corgetidevel such as general and administrative esgzen

To assess the performance of the Company’s opgrsgigments, the chief operating decision makeyaeslretail gross margin.
The Company defines retail gross margin as operaticome plus (i) depreciation and amortizationesges and (ii) general and
administrative expenses, less (i) net asset ominoiz revenues, (ii) net gains (losses) on deredtistruments, and (iii) net
current period cash settlements on derivativeunsénts. The Company deducts net gains (losses}rorative instruments,
excluding current period cash settlements, fronréiail gross margin calculation in order to remtwe non-cash impact of net
gains and losses on derivative instruments.

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

Three Months Ended March 31,

2014 2013
Reconciliation of Retail Gross Margin to Income bef  ore taxes
Income before income tax expense $ 6,540 $14,625
Interest and other income (70) (12)
Interest expense 313 384
Operating Income 6,783 14,998
Depreciation and amortization 2,959 5,030
General and administrative 8,113 9,275
Less:
Net asset optimization revenue 1,624 (1,157)
Net, Gains (losses) on derivative instruments 11,448 660
Net, Cash settlements on derivative instruments (12,901) (1,940)
Retail Gross Margin $ 17,864 $31,740
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The accounting policies of the business segmeattharsame as those described in the summaryrifisignt accounting policie
The Company uses gross margin and net asset oationizevenues as the measure of profit or losgsdousiness segments. T
measure represents the lowest level of informahanis provided to the chief operating decisiorkendor our reportable
segments.

Financial data for business segments are as follimikousands):

Corporate
Retail Retail
Three Months Ended March 31, 2014 Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 43,448 $ 62,528 $ — $ — $105,976
Retail cost of revenues 37,499 50,622 — — 88,121
Less:

Net asset optimization revenues — 1,624 — — 1,624
Gains (losses) on retail derivative instruments 9,889 1,559 — — 11,448

Current period settlements on non-trading
derivatives (11,034) (1,867) — — (12,901)
Retail gross margin $ 7,094 $ 10,590 $ — $ — $ 17,684
Total Assets $ 46,364 $111,472 $1,080 $(31,083) $127,833

Corporate
Retail Retail
Three Months Ended March 31, 2013 Electricity Natural Gas and Other Eliminations Spark Retail
Total revenues $47,439 $51,857 $ — $ = $ 99,296
Retail cost of revenues 34,457 35,536 — — 69,993
Less:

Net asset optimization revenues — (1,157) — — (1,157)
Gains (losses) on retail derivative instruments 1,953 (1,293) — — 660

Current period settlements on non-trading
derivatives (1,424) (516) = (1,940)
Retail gross margin $12,453 $19,287 $ — $ — $ 31,740
Total Assets $42,391 $95,110 $883 $(29,803) $108,581

Significant Customers

For the three months ended March 31, 2014, we hadignificant customer that individually accountedmore than 10% of the
Company’s combined net asset optimization revenues.

Significant Suppliers

For the three months ended March 31, 2014, we hadignificant supplier that individually accounfed more than 10% of the
Company’s combined net asset optimization revenues.

For the three months ended March 31, 2014 the Coynipad one significant supplier that individuallycaunted for more than
10% of the Company’s combined retail electricitiafecost of revenues.

10. Subsequent Events

Subsequent to March 31, 2014, the Company madeapétl distributions to W. Keith Maxwell 111 of $16 million.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors of Spark Energy, Inc.

We have audited the accompanying balance shegiaok &nergy, Inc. (“SEI"gs of April 22, 2014. This financial statemenths
responsibility of SEI's management. Our responigibis to express an opinion this financial statatieased on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversighti@dé@nited States).
Those standards require that we plan and perfoenaullit to obtain reasonable assurance about witethealance sheet is free
material misstatement. An audit includes examin@mga test basis, evidence supporting the amoulsliaclosures in the balar
sheet. An audit also includes assessing the adogymtinciples used and significant estimates madmanagement, as well as
evaluating the overall balance sheet presentatienbelieve that our audit provides a reasonablis iasour opinion.

In our opinion, the balance sheet referred to alpogsents fairly, in all material respects, thaficial position of Spark Energy,
Inc. as of April 22, 2014, in conformity with U.§enerally accepted accounting principles.

/sl KPMG LLP

Houston, Texas
April 25, 2014
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SPARK ENERGY, INC.
BALANCE SHEET AS OF APRIL 22, 2014

Assets:
Accounts receivable-affiliate
Total Assets
Liabilities and Stockholder ’'s Equity:
Liabilities
Stockholder 's Equity:
Common stock, $0.01 par value per share; authorized 1,000 shares; 1,000 shares issued and
outstanding
Total Liabilities and Stockholder’s Equity

10

10

10

10

The accompanying notes are an integral part offitéscial statements.
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SPARK ENERGY, INC.
NOTES TO THE FINANCIAL STATEMENT

1. Nature of Operations

Spark Energy, Inc. (“SEI") is a Delaware corporatformed on April 22, 2014. SEI was formed by Spanergy Ventures, LLC
(“Spark Energy Ventures”). Spark Energy Venturesti®lly owned by NuDevco Partners Holdings, LLC (iDevco Holdings”),
which is wholly owned by NuDevco Partners, LLC, ahis wholly owned by W. Keith Maxwell III.

On April 22, 2014, Spark Energy Ventures committedontribute $10 to SEI in exchange for all of SE$sued common stock.
2. Subsequent Events
Management has evaluated subsequent events thiteeiglate of issuance of the balance sheet. Anyriabsebsequent events

that have occurred during this time have been plppecognized or disclosed in the balance sheabtes to the financial
statement.
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APPENDIX A

CFTC. The Commodity Futures Trading Commission.

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

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

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

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

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

Non-POR Market.A non-purchase of accounts receivable market.
POR Market.A purchase of accounts receivable market.

RCE. A residential customer equivalent. A RCE refera twatural gas customer with a standard consumpfia60 MMBtus per
year or an electricity customer with a standardsocomption of 10 MWhs per yes

REP . A retail electricity provider.

RTO. A regional transmission organization. A RTO is iadtiparty entity that manages transmission infradtire in a particular
region.
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3,000,000 Shares Class A Common Stock

spark
SPARK ENERGY, INC.

PROSPECTUS
Baird Stifel
Janney Montgomery Scott Waunderlich Securities
BB&T Capital Markets J.J.B. Hilliard, W.L. Lyons, LLC
Drexel Hamilton Halliday Financia U.S. Capital Advisol
SOCIETE GENERALI Natixis RB International Market

You should rely only on the information containadhis prospectus or in any free writing prospe@&park Energy, Inc. may
authorize to be delivered to you. Until , 2014 (25 days after the date of this prospegctedgral securities laws may require
all dealers that effect transactions in the trustisuwhether or not participating in this offerjrig deliver a prospectus. This is in
addition to the dealers’ obligation to deliver agwectus when acting as underwriters and with oe$peheir unsold allotments or
subscriptions.

, 2014
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distribution

The following table sets forth an itemized statetradrihe amounts of all expenses (excluding undiéngrdiscounts and
commissions) payable in connection with the regigin of the Class A common stock offered herebith\tie exception of the
SEC registration fee and the FINRA filing fee, Hraounts set forth below are estimates.

SEC registration fee $ 11,850
FINRA filing fee 14,990
NASDAQ listing fee 150,000
Accountants’ fees and expenses 1,600,000
Legal fees and expenses 1,200,000
Printing and engraving expenses 250,000
Transfer agent and registrar fees 2,500
Miscellaneous 270,660

Total $3,500,000

* To be provided by amendme
Item 14. Indemnification of Directors and Officers

Section 145 of the DGCL provides that a corporatray indemnify any person who was or is a partys ¢tihreatened to be made
a party, to any threatened, pending or completddracsuit or proceeding, whether civil, criminafministrative or investigative
(other than an action by or in the right of thepmoation by reason of the fact that he is or wdsexctor, officer, employee or
agent of the corporation, or is or was servindghatrequest of the corporation as a director, affiemployee or agent of another
corporation, partnership, joint venture, trust tivev enterprise), against expenses (includingragy®’ fees), judgments, fines and
amounts paid in settlement actually and reasonrablyred by him in connection with such actiont suwiproceeding if he acted
good faith and in a manner he reasonably beliewd tin or not opposed to the best interests ofdngoration and, with respect
to any criminal action or proceeding, had no reabtsncause to believe his conduct was unlawfuinflar standard is applicable
in the case of derivative actions (i.e., action®bin the right of the corporation), except thrde@mnification extends only to
expenses, including attorneys’ fees, incurred imeation with the defense or settlement of sucloaetnd the statute requires
court approval before there can be any indemnifinavhere the person seeking indemnification hanlfeund liable to the
corporation.

Our certificate of incorporation and bylaws willrtain provisions that limit the liability of ourrdictors and officers for monetary
damages to the fullest extent permitted by the DG@insequently, our directors will not be personkdible to us or our
shareholders for monetary damages for breach ofiaidy duty as a director, except liability:

¢ for any breach of the direc’s duty of loyalty to our company or our sharehaig

¢ for any act or omission not in good faith or thatdlve intentional misconduct or knowing violatiohlaw;
* under Section 174 of the DGCL regarding unlawfuidinds and stock purchases

* for any transaction from which the director deriadimproper personal bene

-1



Table of Contents

Any amendment to, or repeal of, these provisionknet eliminate or reduce the effect of these jsimns in respect of any act,
omission or claim that occurred or arose priohtt fBmendment or repeal. If the DGCL is amendgutduide for further
limitations on the personal liability of directass officers of corporations, then the personalilighof our directors and officers
will be further limited to the fullest extent perted by the DGCL.

In addition, we have entered into indemnificatignegements with our current directors and officenstaining provisions that are
in some respects broader than the specific indéeatifin provisions contained in the DGCL. The inddfination agreements
require us, among other things, to indemnify oueatdrs against certain liabilities that may abigeeason of their status or
service as directors and to advance their expensesed as a result of any proceeding against th&to which they could be
indemnified. We also intend to enter into indenwuafion agreements with our future directors anaters.

We intend to maintain liability insurance polictbsit indemnify our directors and officers agairestious liabilities, including
certain liabilities under arising under the SedesitAct and the Exchange Act, which may be incubyethem in their capacity as
such.

The proposed form of Underwriting Agreement filesdEachibit 1.1 to this registration statement pregidor indemnification of
our directors and officers by the underwriters agacertain liabilities arising under the Secusitfet or otherwise in connection
with this offering.

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to dinegtofficers or persons
controlling us pursuant to the foregoing provisioms have been informed that in the opinion of$E&, such indemnification is
against public policy as expressed in the Secarftiet and is therefore unenforceable.

Item 15. Recent Sales of Unregistered Securities

In connection with our incorporation on April 222 under the laws of the State of Delaware, weeidd,000 shares of our
common stock, par value $0.01 per share, to Spaekdy Ventures for an aggregate purchase prica@0$. These securities
were offered and sold by us in reliance upon tresrgtion from the registration requirements providgdection 4(a)(2) of the
Securities Act. These shares will be redeemeddaorinal value in connection with our reorganization.

Item 16. Exhibits and Financial Statement Schedules

(a) Exhibits
Exhibit
number Description_
**1.1 Form of Underwriting Agreement
**3.1 Form of Amended and Restated Certificate of Incorporation of Spark Energy, Inc.
**3.2 Form of Amended and Restated Bylaws of Spark Energy, Inc.
**4.1 Form of Class A Common Stock Certificate
**4.2 Form of Transaction Agreement Il
5.1 Opinion of Vinson & Elkins L.L.P. as to the legality of the securities being registered
**10.1 Seventh Amended and Restated Credit Agreement, dated as of July 31, 2013, among Spark Energy

Ventures, LLC, as parent, Spark Energy Holdings, LLC, Spark Energy, L.P., Spark Energy Gas, LP
and Associated Energy Services, LP, as co-borrowers and the lenders and other parties thereto.
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Exhibit
number Description
**10.2 Form of Credit Agreement among Spark Energy, Inc., as parent, Spark HoldCo, LLC, Spark Energy,
LLC and Spark Energy Gas, LLC, as co-borrowers and the lenders and other parties thereto.
**10.3t Form of Long-Term Incentive Plan
**10.4t Form of Restricted Stock Unit Agreement
**10.5t Form of Notice of Grant of Restricted Stock Unit
**10.6 Form of Tax Receivable Agreement
**10.7 Form of Spark HoldCo, LLC Second Amended and Restated Limited Liability Agreement
**10.8 Form of Indemnification Agreement
**10.9 Form of Registration Rights Agreement
»21.1 List of Subsidiaries of Spark Energy, Inc.
23.1 Consent of KPMG LLP
**23.2 Consent of Vinson & Elkins L.L.P. (included as part of Exhibit 5.1 hereto)
**24.1 Power of Attorney
**99.1 Consent of DNV GL—Energy
**99.2 Consent of James G. Jones ll, as director nominee
**99.3 Consent of John Eads, as director nominee
**99.4 Consent of Kenneth M. Hartwick, as director nominee

** Previously filed.
T Compensatory plan or arrangeme

(b) Financial Statement Schedules. Financial stat¢ischedules are omitted because the requireanatmn is not applicable,
not required or included in the financial statersemtthe notes thereto included in the prospetiatsforms a part of this
registration statement.

Item 17.Undertakings

The undersigned registrant hereby undertakes widedo the underwriters at the closing specifiethie underwriting agreement
certificates in such denominations and registaneslich names as required by the underwriters tipprompt delivery to each
purchaser.

The undersigned registrant hereby undertakesftiratie purpose of determining liability under thecurities Act of 1933 to any
purchaser, each prospectus filed pursuant to R4 as part of a registration statement relatngn offering, other than
registration statements relying on Rule 430B oepthan prospectuses filed in reliance on Rule 43ball be deemed to be part
of and included in the registration statement abefdate it is first used after effectivenessyvitied, however, that no statement
made in a registration statement or prospectudshpart of the registration statement or madedo@ment incorporated or
deemed incorporated by reference into the registratatement or prospectus that is part of thistiegion statement will, as to a
purchaser with a time
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of contract of sale prior to such first use, supdesor modify any statement that was made in thistration statement or
prospectus that was part of the registration statgmor made in any such document immediately poicuch date of first use.

The undersigned registrant hereby undertakesftiratie purpose of determining liability of the igigant under the Securities Act
of 1933 to any purchaser in the initial distributiof the securities, in a primary offering of settes of the undersigned registrant
pursuant to this registration statement, regardiéfise underwriting method used to sell the se¢i@srto the purchaser, if the
securities are offered or sold to such purchasenésns of any of the following communications, tineéersigned registrant will
be a seller to the purchaser and will be consideredfer or sell such securities to such purchaser

(i) Any preliminary prospectus or prospectus of tinelersigned registrant relating to the offeringuiesd to be filed pursuant to
Rule 424,

(i) Any free writing prospectus relating to thdaxing prepared by or on behalf of the undersigmegjistrant or used or referred to
by the undersigned registrant;

(i) The portion of any other free writing prospes relating to the offering containing materigbmation about the undersigned
registrant or its securities provided by or on liebiathe undersigned registrant; and

(iv) Any other communication that is an offer iretbffering made by the undersigned registrantéqitlrchaser.

Insofar as indemnification for liabilities arisinmder the Securities Act may be permitted to dinesgtofficers and controlling
persons of the registrant pursuant to the foregpingisions, or otherwise, the registrant has laabrised that in the opinion of t
SEC such indemnification is against public polisyeapressed in the Securities Act and is, thergtorenforceable. In the event
that a claim for indemnification against such lidileis (other than the payment by the registrargxgienses incurred or paid by a
director, officer or controlling person of the reigant in the successful defense of any actiohosyroceeding) is asserted by
such director, officer or controlling person in ceation with the securities being registered, dggstrant will, unless in the
opinion of its counsel the matter has been selyecbntrolling precedent, submit to a court of appiate jurisdiction the question
whether such indemnification by it is against pelplolicy as expressed in the Securities Act antheilgoverned by the final
adjudication of such issue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability unttee Securities Act, the information omitted frome form of prospectus filed as
part of this registration statement in relianceruule 430A and contained in a form of prospeadted by the registrant pursuant
to Rule 424(b)(1) or (4) or 497(h) under the SemsiAct shall be deemed to be part of this regfigtn statement as of the time it
was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each post-effective amemditiat contains a form of
prospectus shall be deemed to be a new registrstid@ment relating to the securities offered thesnd the offering of such
securities at that time shall be deemed to benitialibona fide offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securitiesthetregistrant has duly caused this registratiatesient to be signed on its
behalf by the undersigned, thereunto duly authdrizethe City of Houston, State of Texas, on Ry 2014.

SPARK ENERGY, INC.

By: /s/ Nathan Kroeker

Nathan Kroeker
President and Chief Executive Officer

Pursuant to the requirements of the SecuritiestAid registration statement has been signed bfotlwaving persons in the

capacities on July 25, 2014.

Signature

*

W. Keith Maxwell 111

*

Nathan Kroeker

*

Georganne Hodges

*By: /s/ Nathan Kroeker

Nathan Kroeker
Attorney-in-fact

I1-5

Title

Chairman of the Board, Director

Director, President and Chief Executive Officer
(Principal Executive Officer)

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

Exhibit
number

**1.1
**3.1
**3.2
**4.1
**4.2
**5.1
**10.1

**10.2

**10.3t
**10.4%
**10.57
**10.6
**10.7
**10.8
**10.9
»21.1
23.1
**23.2
**24.1
**99.1
**99.2
**09.3
**09.4

Description
Form of Underwriting Agreement
Form of Amended and Restated Certificate of Incorporation of Spark Energy, Inc.
Form of Amended and Restated Bylaws of Spark Energy, Inc.
Form of Class A Common Stock Certificate
Form of Transaction Agreement I
Opinion of Vinson & Elkins L.L.P. as to the legality of the securities being registered

Seventh Amended and Restated Credit Agreement, dated as of July 31, 2013, among Spark Energy
Ventures, LLC, as parent, Spark Energy Holdings, LLC, Spark Energy, L.P., Spark Energy Gas, LP
and Associated Energy Services, LP, as co-borrowers and the lenders and other parties thereto.

Form of Credit Agreement among Spark Energy, Inc., as parent, Spark HoldCo, LLC, Spark Energy,
LLC and Spark Energy Gas, LLC, as co-borrowers and the lenders and other parties thereto.

Form of Long-Term Incentive Plan

Form of Restricted Stock Unit Agreement

Form of Notice of Grant of Restricted Stock Unit

Form of Tax Receivable Agreement

Form of Spark HoldCo, LLC Second Amended and Restated Limited Liability Agreement
Form of Indemnification Agreement

Form of Registration Rights Agreement

List of Subsidiaries of Spark Energy, Inc.

Consent of KPMG LLP

Consent of Vinson & Elkins L.L.P. (included as part of Exhibit 5.1 hereto)
Power of Attorney

Consent of DNV GL—Energy

Consent of James G. Jones ll, as director nominee

Consent of John Eads, as director nominee

Consent of Kenneth M. Hartwick, as director nominee

** Previously filed.

t Compensatory plan or arrangeme
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Exhibit 23.1

CONSENT OF KPMG LLP

The Board of Directors of Spark Energy, Inc.:

We consent to the use of our reports included hered to the reference to our firm under the heptiixperts” in the prospectus.
/sl KPMG LLP

Houston, Texas
July 25, 201«



