EDGAR'pro

iy EDGAR Dnlire”

SPARK ENERGY, INC.

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

FORM S-1

(Securities Registration Statement)

Filed 05/29/14

12140 WICKCHESTER LANE

SUITE 100

HOUSTON, TX, 77079

(713) 600-2600

0001606268

SPKE

4931 - Electric and Other Services Combined
Electric Utilities

Utilities

12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com

© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

Table of Contents

As filed with the Securities and Exchange Commissioon May 29, 2014
Registration No. 333-

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

Form S-1

REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

Spark Energy, Inc.

(Exact name of registrant as specified in its cégrt

Delaware 4939 46-5453215
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization Classification Code Numbe Identification No.)

2105 CityWest Blvd., Suite 100
Houston, Texas 77042
(713) 600-2600

(Address, including zip code, and telephone nunibelyding area code, of registrant’s principal extive offices)
Gil Melman
Vice President, General Counsel and Corporate Seday
2105 CityWest Blvd., Suite 100
Houston, Texas 77042
713-600-2600

(Name, address, including zip code, and telephameber, including area code, of agent for service)

Copiesto:
Alan Beck David C. Buck
Sarah K. Morgan Stephanie C. Beauvais
Vinson & Elkins L.L.P Andrews Kurth LLP
1001 Fannin St., Suite 2500 600 Travis Street, Suite 4200
Houston, Texas 77002-6760 Houston, Texas 77002
(713) 758-2222 (713) 220-4200

Approximate date of commencement of proposed sald the securities to the public:As soon as practicable after the effective datihig
Registration Statement.

If any of the securities being registered on thisnfr are to be offered on a delayed or continuowssbaursuant to Rule 415 under
Securities Act of 1933 check the following boxd

If this Form is filed to register additional sedigs for an offering pursuant to Rule 462(b) unter Securities Act, please check
following box and list the Securities Act registost statement number of the earlier effective rtegign statement for the same offeringl

If this Form is a poseffective amendment filed pursuant to Rule 462(ujlar the Securities Act, check the following boxddist the
Securities Act registration statement number ofethidier effective registration statement for tame offering. [

If this Form is a poséffective amendment filed pursuant to Rule 462(djler the Securities Act, check the following boxd dist the
Securities Act registration statement number ofethidier effective registration statement for tame offering. [

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-axcelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportincbmpany” in Rule 122 of the Exchanc
Act.

Large accelerated fileiIl ~ Accelerated filer I Non-accelerated filer X] Smaller reporting company]
(Do not check if a smaller reporting compa

CALCULATION OF REGISTRATION FEE

Proposed Maximum
Title of Each Class of Aggregate Offering Amount of
Securities to be Registere: Price(1)(2) Registration Fee
Class A common stock, par value $0.01 per s $92,000,00( $11,850

(1) Includes Class A common stock issuable upon exenfithe underwrite’ option to purchase additional Class A common st
(2) Estimated solely for the purpose of calculatingreggstration fee pursuant to Rule 457(0) underSgeurities Act of 1933, as amend

The registrant hereby amends this Registration Statemdron such date or dates as may be necessary to delts effective date unti
the registrant shall file a further amendment thatspecifically states that this Registration Statemershall thereafter become effective i
accordance with Section 8(a) of the Securities Adf 1933, as amended, or until this Registration Stament shall become effective ¢
such date as the Securities and Exchange Commissj@tting pursuant to said Section 8(a), may determe.






Table of Contents

The information in this preliminary prospectus is not complete and may be changed. We may not sell #& securities until th
registration statement filed with the Securities ad Exchange Commission is effective. This prelimingr prospectus is not an offer to se
securities, and it is not soliciting an offer to by these securities in any jurisdiction where the dér or sale is not permitted.

SUBJECT TO COMPLETION, DATED MAY 29, 2014
PRELIMINARY PROSPECTUS

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 aliegsel shares of Class A comr
stock in this offering.

Prior to this offering, there has been no publickaeafor our Class A common stock. The initial gatdffering price of the Class A comm
stock is expected to be between $ and $per share. We intend to apply to list our €lascommon stock on the NASDAQ Glo
Market under the symbol “SPKE.”

We have granted the underwriters an option to @mgelirom us up to additional sharfgSlass A common stock.

We are an “emerging growth compargs that term is used in the Jumpstart Our BusiStmsups Act of 2012, and as such, we have eléo
take advantage of certain reduced public compapgrteag requirements for this prospectus and futiliegs. See “Risk Factorsanc
“Prospectus Summary—Emerging Growth Company Sfatus.

The initial public offering price of our Class Amonon stock may not be indicative of the marketgo€ our Class A common stock after
offering. In addition, an active, liquid and ordetrading market for our Class A common stock may a@evelop or be maintained, and
stock price may be volatile. See “Risk Factors.”

Investing in our Class A common stock involves risk See ‘Risk Factors” on page 24.

Per Class A Sha Total
Price to Public $ $
Underwriting Discounts and Commissions $ $
Proceeds to Spark Energy, Inc. $ $

(1) Includes a structuring fee equal to 0.50% of thaesgmproceeds of this offering payable to RoberBaird & Co. Incorporated and Stif
Nicolaus & Company, Incorporated. Please r*Underwriting”
(2) None of the net proceeds from this offering willre¢ained 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 nor any state securities commission has approved or disapproved of these securities or
determined if this prospectusistruthful or complete. Any representation to the contrary isa criminal offense.

Baird Stifel



The date of this prospectus is
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You should rely only on the information contained i this prospectus and any free writing prospectus fgpared by us or on our behal
or to the information which we have referred you. Mither we nor the underwriters have authorized anyoe to provide you with
information different from that contained in this prospectus and any free writing prospectus. We takeo responsibility for, and car
provide no assurance as to the reliability of, angther information that others may give you. We arenot, and the underwriters are not
making an offer to sell shares of Class A commonatk in any jurisdiction where the offer or sale isnot permitted. The information in
this prospectus is accurate only as of the date dis prospectus, regardless of the time of any sate the Class A common stock. Ot
business, financial condition, results of operatiomand prospects may have changed since that date.

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

Through and including (the 25th day aftethe date of this prospectus), all dealers effectg transactions in our shares, whethe
or not participating in this offering, may be required to deliver a prospectus. This requirement is iraddition to the dealers’obligation to
deliver a prospectus when acting as an underwriteand with respect to an unsold allotment or subscrigion.
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Industry and Market Data

The market data and certain other statistical mfdfon used throughout this prospectus are baseddapendent industry publicatio
government publications and other published inddpahsources. Some data is also based on our gdhdektimates. The industry in wh
we operate is subject to a high degree of unceytaind risk due to a variety of factors, includihgse described in the section entitl&isk
Factors.” These and other factors could causetsegutliffer materially from those expressed irsthpublications.

Trademarks and Trade Names

We own or have rights to various trademarks, sermarks and trade names that we use in conneciibrtive operation of our busine
This prospectus may also contain trademarks, semirks and trade names of third parties, whiclttegroperty of their respective own
Our use or display of third partiesademarks, service marks, trade names or progtutités prospectus is not intended to, and doesmply &
relationship with, or endorsement or sponsorshipfySolely for convenience, the trademarks, semriarks and trade names referred to ir
prospectus may appear without theTM or SM symbols, but such references are not ofedrto indicate, in any way, that we will not asse
the fullest extent under applicable law, our rightshe right of the applicable licensor to thaselémarks, service marks and trade names.
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PROSPECTUS SUMMARY

This summary highlights information contained elsere in this prospectus. You should read the emgimspectus carefully befo
making an investment decision, including the infation under the headings “Risk Factors,” “CautionalNote Regarding Forward-
Looking Statemer” and “Management’s Discussion and Analysis of Fia&l Condition and Results of Operationaihd the historica
and pro forma combined financial statements and rilated notes thereto appearing elsewhere in prisspectus. The informatic
presented in this prospectus assumes (i) an initigdlic offering price of $ per share ofa€ A common stock (the midpoint of
price range set forth on the cover of this prospsrtnd (ii) unless otherwise indicated, that tinelerwriters do not exercise their opti
to purchase additional shares of Class A commocksto

In this prospectus, unless the context otherwispiires, the terms “Spark Energy,” “the Company,” &y “us” and “our” refer
collectively to (i) the combined business and assgthe retail natural gas business and assenuipttion activities of Spark Energy G
LLC (“SEG”) and the retail electricity business of Spdekergy, LLC (“SE”) before the completion of our corporate reorganiaatin
connection with this offering and (ii) Spark Enerdiyc. and its subsidiaries as of the completioroof corporate reorganization ar
thereafter. See “Corporate Reorganization.” Refares to “Spark Energy Ventureséfer to Spark Energy Ventures, LLC, which ow
SEG and SE prior to the transactions we implemeatepart of our corporate reorganization. Referent® NuDevco refer collectively
NuDevco Retail Holdings, LLC'NuDevco Retail Holdings”) and its wholly owned sidliary, NuDevco Retail, LLC (“NuDevco Retgi”
the interim owners of SE and SEG during the corfiraorganization and the owners of the Class Bmomstock and the related Spi
HoldCo units. References “Spark HoldCo” refer to Spark HoldCo, LLC, our subsidiary and tfieect parent of SEG and SE at 1
completion of the corporate reorganization. Sparlefjy Ventures, NuDevco, SEG and SE have histlyribaen under common contr
We have provided a glossary of certain retail egyarglustry terms used in this prospectus as Appefdi

Business Overview

We are a leading independent retail energy sendoegpany founded in 1999 that provides residemtiel commercial customers
competitive markets across the United States witlalternative choice for their natural gas andtelgty. We purchase our natural ¢
and electricity supply from a variety of wholesal®viders and bill our customers monthly for théivey of natural gas and electrici
based on their consumption at either a fixed ofabée price. Natural gas and electricity are thestritbuted to our customers by loc
regulated utility companies through their existinfyastructure.

As of March 31, 2014, we operated in 46 utilityvsee territories across 16 states and had apprdzlgna22,500 residential custom
and 18,500 commercial customers, which translatesver 383,000 residential customer equivalent<CER’). An RCE is an industr
standard measure of natural gas or electricity @iseith each RCE representing annual consumptiat06fMMbtu of natural gas or !
MWh of electricity. We added over 30,400 customest, of attrition, during the first quarter of 201H2or the year ended December
2013, approximately 60% of our retail revenues wagaved from the sale of electricity, and the rerdar were derived from the sale
natural gas.

We believe our business model is scalable, andbjactive is to maximize profitability while proaatly managing the risks inhere
in our business. To achieve this objective, wevatti manage our customer base to allocate retaiiggnsales between natural gas
electricity based on existing or developing madkgtamics. In addition, the diversity in our custorbase across geography, commo
and product offerings allows us to mitigate risklaeact to changes in the retail energy environreerthat we can quickly shift our foc
and redirect our customer acquisition plan towandse profitable opportunities, resulting in enhahcash-flow stability.
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We believe that our management team has develapetfective proprietary customer acquisition angmgon model. We identify ai
acquire customers on a cost-effective basis thraaghariety of sales channels, including doodtmr vendors, outbound teleph
marketing vendors, our inbound customer care @ilter and online marketing. We also use emailctimaail, affinity programs, dire
sales, brokers and consultants. Our marketing teaminuously evaluates the effectiveness of eadtoouwer acquisition channel ¢
makes adjustments in order to achieve our targgtedth and returns. We strive to attract new custenwith competitive prodL
offerings that are tailored to particular custondemographics. Once a customer is acquired, we apgyoprietary evaluation a
segmentation process to optimize value both tondstlae customer. We analyze historical usagetiatiriates and consumer behaviol
specifically tailor competitive products that aimrhaximize the total expected return from enerdgssto a specific customer, which
refer to as customer lifetime value.

We actively manage the commaodity price risk inheferour business. Our commaodity risk managemenateqy is designed to hec
substantially all of our forecasted natural gas @ledtricity volumes on our fixed-price customentacts as well as a portion of the nea
term volumes on our variable-price customer comdta®ur inhouse energy supply team, which is comprised aéxffrienced ener
supply chain professionals, manages our commouikylyy monitoring market activity and engaging ommomodities transactions that
designed to hedge, to the extent practicable, oumnoodity price exposure at any given time. Theceffy of our risk managem:i
program may be adversely impacted by unanticipatezhts and costs that we are not able to effegtiliedge, including abnorn
customer attrition and consumption, certain vadatasts associated with electricity grid reliapjlpricing differences in the local mark
for local delivery of commodities, unanticipateceats that impact supply and demand, such as extnerather, and abrupt changes ir
markets for, or availability or cost of, financiaktruments that help to hedge commaodity priceniitigate these limitations, our imeust
energy supply team uses historical attrition modelsstimate customer attrition and proprietary tiweaservices to estimate foreca:
volumes. We seek to further mitigate the risk dfexe seasonal volume fluctuation by purchasinadivance additional supply for thi
periods with the highest potential for volatility.

Our inhouse energy supply team also identifies wholesalaral gas arbitrage opportunities in conjunctigth our retail procureme
and hedging activities, which we refer to as aspéimization. These opportunities can include fijimizing the unused portion of stor:
and transportation assets allocated to us by tkal leegulated utility to support our retail loadi) ¢apturing physical arbitra
opportunities using short or lortgrm transportation capacity; and (iii) maximiziagr credit capacity by purchasing gas from affdi
and third parties and selling it at the same lacato counterparties for whom we normally purcheestail supply. For additional det
regarding our asset optimization activities, pleses® “Business—Our Operations—Asset Optimization.”

We actively manage our customer credit risk throaghariety of strategies. In many of the utilityndees territories where we cond
business, the local regulated utility offers segsior billing the customer, collecting paymentfrthe customer and remitting paymer
us. This service results in substantially all of oredit risk being linked to the applicable ujiliind not to our endse customer in the
territories. For the year ended December 31, 2@pRroximately 47% of our retail revenues were detifrom territories in whic
substantially all of our credit risk was directlpked to local regulated utility companies, allwaiich had investment grade ratings a
such date. During the same period, we paid thesg tegulated utilities a weighted average discatitéss than 1.0% of total revenues
customer credit risk. In markets where the locgutated utilities are not responsible for custorredit risk, we attempt to manage
risk through formal credit review, in the case ofranercial customers, and credit screening, depasilsin some markets, disconnec
for non-payment, in the case of residential custsme

We generated net income of $31.4 million and $2#6illion and Adjusted EBITDA of $33.5 million and 84 million for the yeal
ended December 31, 2013 and 2012, respectivelya Befinition of
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Adjusted EBITDA and a reconciliation to its mostetitly comparable financial measures calculated @edented in accordance v
GAAP, please see “—Non-GAAP Financial MeasuresgaBe also seeStlected Historical and Unaudited Pro Forma ContbFieancie
and Operating Data.”

We intend to pay a cash dividend each quarter tdeh® of our Class A common stock to the extenthage cash available 1
distribution to do so. Our targeted quarterly dend will be $ per share of Class A commuotls or $ per share on
annualized basis, which amount may be raised oedeevin the future without advance notice. Please'€ash Dividend Policy.”

Business Strategies

Our principal business objectives are to maintéle cash flows and to grow our business throulgting customers and optimizi
our existing customer base. We expect to achiexgetbjectives by executing the following strategie

» Continued focus on operational diversification, gganargin optimization and customer lifetime vale. plan to continue to focus
our efforts on diversification of our customer basel optimization of gross margin and custometitife value in order to maintain
stable cash flows. Maintaining diversity in our mmer base across geography, commodity and pradigcings allows us to
mitigate risk, quickly react to changes in the itetaergy environment and redirect our custometfplio towards more profitable
and customer val-enhancing opportunitie

» Pursue growth opportunities in our existing retilergy markets\We added over 30,400 customers, net of attritioning the first
quarter of 2014. We plan to continue to grow otitenergy customer base within our existing merkesing the full range of
marketing resources available to us. We will cargito adjust our marketing model based on our asitms of cost, customer
quality and market opportunitie

» Expansion into additional competitive markets thia@sent attractive opportunitieOver the past three years, we have entered five
new utility service territories and, as of March 32014, we are active in 46 utility service temigs across 16 states. To complemer
our growth in our existing markets, we will seleety expand into new competitive states and utsityvice territories that we
believe present an attractive mix of supply, supperegulatory environments, potential customers attractive customer value
propositions

» Focus on creating innovative producWe will continue creating innovative and compegtproduct offerings that are responsive tq
changing market dynamics and customer demand.|&ible business model enables us to respond guiokthanging market
dynamics and customer needs, enhancing the pnlifiadf our business. For example, we recentlynielued a successful, green, flai
rate natural gas product in several of our marltetsprovides the customer with price security wipiteserving the environment as
we retire carbon offsets on the custo’s behalf.

» Expanding our green energy busineéWe are actively developing and offering green paotslthat allow our customers to choose
environmentally conscious options rather than taditional energy supply offered by their localityti Green energy products are a
growing market opportunity and typically provideiaased unit margins as a result of less competiMe currently offer renewalk
electricity in all of our electricity markets andrbon neutral natural gas in several of our gaketsu

» Pursue prudent risk management policWe have implemented stringent corporate risk pedicind procedures relating to the
purchase and sale of natural gas and electrigigglittand collection functions and general risk aggment. Our management
believes that our risk management policies enabl® wperate with a low risk profile and achiewabt operating result
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» Pursue opportunistic strategic acquisitioWe intend to pursue growth through strategic actiomns of other retail energy
providers, their customer bases or other compleangtusinesses. Given the current fragmented lapdsin the retail energy
industry, we believe that significant opportunitfes consolidation will arise, and we intend toiewv and opportunistically pursue
acquisitions that present opportunities for -term accretion to our busine:

Competitive Strengths
We believe we can successfully execute our busstestegies because of the following competitivergiths:

 Diversification across customer base, commodity prediuct offeringsOur diversified business model allows us to mitgask,
quickly react to changes in the retail energy emvinent and redirect our customer portfolio towarase profitable opportunities in
order to enhance cash flow stability and grow aisithess. Specifically, we believe that the divgrisitour business provides the
following benefits as they relate to geography emehmodity and product offering

« Diverse geographic operatior. Our geographic diversity in 46 utility servicerttories across 16 states as of March 31, 2014
reduces our dependence on any one particular miarkgtowth or profitability. Also, we believe thtte combination of this
broad footprint and flexible business model enabke® quickly react to market opportunities inagtigular area by
accelerating customer acquisition efforts and legerg existing market knowledge to quickly entéoinew markets as
opportunities arise. We believe that our geograghiersity also provides the following additionarefits:

» reduced risk of material impact from a regulatdmgmrge in a single jurisdictio

» reduced risk of material impact from extreme reglomeather pattern:

» reduced concentration of delivery risk associatél daily balancing gas marke
e reduced concentration of supply price risk in aastipular electricity market; ar

» the ability to leverage natural gas storage anispartation assets in one market against supplyinegents in another
market.

« Diverse product and commodity offerinBy offering a range of products, we are able taattcustomers across a breadth of
segments. Our portfolio of product offerings inagd variety of commodities (natural gas and etgisty, contract types
(variable-price month-to-month or up to 36-monttefi-price) and product features (green energyemméctainty and cost
savings). Our ability to provide customers with tiplé options differentiates us from other indepamidretail energy services
companies

» Our effective customer acquisition and retentiordel@nables us to optimize customer lifetime vale believe that our
management team has developed an effective praprietistomer acquisition and retention model thatws us to cost-effectively
identify and acquire customers through a varietsnafketing and sales channels and quickly makessacg adjustments in order to
optimize the value of those customers. We attraat customers with competitive product offerings e tailored to particular
customer demographics. Once we acquire a custeveanalyze historical usage, attrition rates antsemer behaviors to
specifically tailor competitive products intendedmaximize overall customer lifetime valt

» Qurin-house energy supply team enables us to gaimargin by lowering our energy supply co§tar in-house energy supply
team attempts to achieve lower energy supply d¢hetsigh effective hedging strategies that levetagg-term relationships with
numerous creditworthy suppliers. In addition, hgvam ir-house team allows us to optimize our retail alledattorage an

4
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transportation assets in order to further reducecost of supply. Our in-house energy supply tetso seeks to increase margin by
identifying wholesale natural gas arbitrage opputtes in conjunction with our retail procurementahedging activities

» Adaptable and scalable business moOur flexible business model enables us to adapktyuio market changes and capitalize on
opportunities. For instance, if a particular maikgboses costly regulatory burdens that would affe profitability, we can
immediately begin shifting resources into other kets so that our customer acquisition expenditarespent on higher margin
opportunities. Our business model is also desigoéategrate both organic growth and strategic &itijpns efficiently. We are
currently implementing an outsourced, hosted lgjllimd transaction platform that aims to addressfallir back office functions
consistently across all markets. We expect theemphtation to be completed by the end of 2014. @lie\e these enhancements
will improve the scalability of our back office presses and should also allow us to add new cussasnganically or through
strategic acquisitions. It will also allow us toickly integrate a wider variety of product offersgithin our existing portfolio. Give
our flexibility, we believe that we can move quiglkdnd bring customers and products into our systemre cost-effectively than our
competitors

» Conservative balance sheBbllowing the consummation of this offering, we egpto have approximately $10.0 million of
indebtedness outstanding under our new $60.0 mitéwolving credit facility, as well as approximigt&15.0 million outstanding in
letters of credit. We believe our liquidity willgvide us with the financial flexibility to quicklgnd opportunistically take advantage
of market entry and strategic acquisition oppottasi

» Experienced management tecEach member of our executive management team lesaalecade of senior management
experience in core aspects of the retail energinbss, including energy risk management, retaitgnmarketing, public company
management and mergers and acquisitions. Our ERefutive Officer, Nathan Kroeker, has over 10 gedrsenior management
experience in the retail energy industry, includiogr years with Spark Energy, and our Chief Opega®Dfficer, Allison Wall, has
15 years of experience in operations, IT, custaraee and marketing for several retail energy bissiee. Our Chief Financial
Officer, Georganne Hodges, has 11 years of expaiensenior finance roles in the retail energyustdy.

Retail Energy Market Overview

Until the 1980s, generation, distribution, salesrketing and supply of natural gas and electrigitthe United States was larg
conducted by local, publiclfunded companies that had no competition in thespective markets. In the 1980s and 1990s,
legislatures began passing laws designed to crateetitive retail sales and supply in the natgad markets, and the competi
restructuring of electricity markets in the Unit8thtes followed approximately a decade later. Adiogr to the Retail Energy Advisc
Outlook Report produced by KEMA, Inc. (a subsidiavithin the DNV GL Group, hereinafter “DNV GL")excerpts from which a
included below, electricity sales in competitiverk@s have increased from 259 TWh in 2003 to 75HTiW2013, representing an 11.
compounded annual growth rate (“CAGR") over the tiecade.
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The graph below from DNV GL highlights the incredreelectricity sales in competitive markets in tbaited States from 20
through 2013.

U.S. Competitive Electricity Sales Market Size (2(8-2013)
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As of December 31, 2013, 20 states and the Digifi@olumbia allow some form of customer choice étactricity supply (accordir
to DNV GL) and 21 states and the District of Columbave passed legislation or adopted programsatl@ay customers to purche
natural gas from retail energy companies other thariocal regulated utility (according to the UERiergy Information Administration,
EIA). In states and service territories where tatampetition is allowed, customers may choose flm®nsed providers of the ene
commodity. The competition among retail energy $iepp provides a variety of service plans that gresidential and commerc
consumers flexibility in their energy purchasese Hvailability and characteristics of product afigs by retail energy companies v
widely. For a map detailing the states that havesgd legislation to create competitive markets ab &as the states in which Sp
provides either or both of retail natural gas aledteicity, please see the inside front cover pafgthis prospectus.

Energy retailers typically provide customers withiagiety of fixed-price and variablerice service options for varying periods of ti
In general, large commercial and industrial custenage serviced by more complex, structured ensugyply contracts with terms of ug
five years. By contrast, residential and small caruial customers are typically serviced by shamatemonth-to-month variablprice
contracts or fixed-term, fixegrice contracts with terms of up to three yearsn&@&nergy retailers focus on only one customer sei
( e.g., residential), while others focus on the full gpem of customers. Energy retailers can sell battural gas and electricity to
same customers in states that allow retail conpetibh both markets and where they are licenseslidboth products.

Unlike local regulated utility companies whose satee regulated and approved by the state pulility gcommissions, or PUCs, enel
retailers’rates for retail natural gas and electricity sugplyestructured markets are determined by a wadéfactors, including, but n
limited to, wholesale commodity costs, transpootatand storage costs, charges by the independstansyperator (“ISO”)individual
customer consumption profiles, competitive foraglicable rules and regulations and the businkfgztives of market participants.

Retail Energy Market Opportunities
Low Focus of Competitorson Natural Gas

We believe that the retail energy industry hasohistlly concentrated its efforts on the electyicside of the business with relativ
less capital investment and market research besagtdd to the




Table of Contents

development of retail natural gas businesses. ABafember 31, 2013, only 11.2% of the eligible destial natural gas custom
(according to the EIA) in the states where we dgeveere served by an energy retailer other tharadite regulated utility. We belie
this presents market entry opportunities that venid to capitalize on by focusing our marketing aatts channels efforts on increa
our natural gas customer base in markets whereglievb such efforts will increase the profitabildfour business.

Low Penetration

In most competitive energy markets, the majorityesfidential and commercial customers have notheit to a retail energy comp:
and continue to be served by the local regulatdidyutAs of December 31, 2013, only 11.2% of thiggible residential natural g
customers (according to the EIA) and only 32.9%hef eligible residential electricity customers @cling to DNV GL) in the stat
where we operate were served by an energy retather than the local regulated utility or its regffiliate. Management believes th
underserved residential markets provide an oppibytéor further penetration over the foreseeableife as more customers become a
of their option to choose an energy retailer othan the local regulated utility.

Customer Growth

Notwithstanding the low current penetration ratesrergy retailers compared to local regulatedtigs, according to the EIA, over 1
last decade, residential natural gas accounts deoyecompetitive energy retailers have grown froppraximately 3.8 million t
approximately 6.6 million (5.6% CAGR) and nossidential natural gas accounts have grown frorpreimately 433,944 -
approximately 837,365 (4.8% CAGR). According to DI®Y, over the last decade, residential electriaitgounts served by competil
electricity suppliers have grown from approximatély3 million to approximately 16.2 million (21.8%AGR) and norresidentie
electricity accounts have grown from approxima##hg,000 to approximately 2.8 million (19.6% CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yearoas all competitive ener
markets continues to maintain a substantial pacstdther growth and licensing activity is projectedcontinue experiencing grow
fueled by increased consumer awareness, changility wrices and product innovation, as well as avdrable regulatory poli
environment. As a result, management believes tlegsiesignificant opportunity for competitive rdéass to gain market share by offer
consumers innovative product options, excellentarusr service and serving as a competitive chacéheir energy supply.

Electricity Accounts Switched by a Competitive Suplier
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Fragmentation and Consolidation

We believe that favorable market conditions, instgdower natural gas and electricity prices and tesidential customer penetrati
have led to an increase in the number of ener@ilees in the United States. The vast majoritylefse new entrants are small regi
energy retailers, which often experience rapidamstr growth but have not historically had relialteess to capital or economies of s
to support this growth over the longer term or teéacchanging commodity price environments. Accogdio DNV GL, 65 residenti
electricity retailers were active as of June 204@proximately 77% (50) of which had fewer than 800, electricity customers, a
approximately 55% (36) of which had fewer than 000, electricity customers.

According to DNV GL, market consolidation among thege number of competitive electricity retailemtinues at a growing pa
Twentytwo acquisitions of electricity retailers, somewfich also provide natural gas, and similar typE®wnership transfers we
completed from January 1, 2013 to September 303.20Enagement believes that the current environnoérgmall, private ener
retailers presents significant acquisition oppdties to consolidate smaller retailers into ourgkr and more scalable platform
increase market share.

Corporate Reorganization

Spark Energy, Inc. was incorporated by Spark En&fggtures as a Delaware corporation in April 20%park HoldCo, LLC we
formed by Spark Energy Ventures as a Delawareduinigbility company in April 2014. Spark Energy itares formed NuDevco in M
2014 to hold its investment in Spark Energy, Inid &park HoldCo. In connection with the completadrihis offering and following tr
transactions related thereto that are describexhh¢i) Spark Energy, Inc. will be a holding comgamhose sole material asset will con
of a managing membership interest in Spark Hold@b(@) Spark HoldCo will own all of the outstandimembership interests in eacl
SEG and SE, the operating subsidiaries throughhmivie operate. After the consummation of this offgrand the transactions descri
in this prospectus, Spark Energy, Inc. will be 8®@e managing member of Spark HoldCo, will be resgae for all operation:
management and administrative decisions relatirgptark HoldCcs businesses and will consolidate the financiallte®f Spark HoldC
and its subsidiaries.

Prior to the completion of this offering, the folllng have occurred or will occur:
e SEG and SE were converted from limited partnersimgslimited liability companies

» SEG, SE and an affiliate will enter into an interoaver agreement, pursuant to which such affiveiteagree to be solely
responsible for $ million of outstandingl@btedness under our current credit facility, unvdeich SEG, SE and the affiliate are
co-borrowers, and SEG and SE will agree to be woésponsible for the remaining $ milliohimdebtedness outstanding unde
our current credit facility

* NuDevco Retail Holdings will contribute all of iisterests in SEG and SE to Spark HoldCo in exchémgall of the outstandin
units of Spark HoldCo and will transfer 1% of th&gark HoldCo units to NuDevco Retze

» NuDevco Retail Holdings will transfer Spark HoldGuits having a value of $50,000 to Spark Energy, im exchange for
promissory note from Spark Energy, Inc. in the gipal amount of $50,000 (the “NuDevco Notedpd the limited liability compan
agreement of Spark HoldCo will be amended and texsta admit Spark Energy, Inc. as its sole margagiember; an

» Spark Energy, Inc. will issue shares @98IB common stock to Spark HoldCo, 99% of whicarspioldCo will distribute to
NuDevco Retail Holdings, and 1% of which Spark Haddwill distribute to NuDevco Retal

Immediately prior to the consummation of the offigrand following the transactions described abfy&uDevco will own
Spark HoldCo units and all of the outstanding shafeClass B




Table of Contents

common stock of Spark Energy, Inc., (ii) Spark Emyeinc. will own the managing member interest pafk HoldCo and Sp
HoldCo units, and (iii) Spark HoldCo will wholly awSEG and SE. Spark Energy, Inc. will offer newlyissued shares
Class A common stock hereby to the public (or shares if the underwriters exerciser tbption to purchase additional share
full) and will use the net proceeds from this aiffigrto purchase Spark HoldCo ufats Spark HoldCo units if
underwriters exercise their option to purchasetaadil shares in full) from NuDevco Retail Holdingsd to repay the NuDevco Note
connection with any exercise of the underwritesption to purchase additional shares of Class Amom stock and our use of
proceeds from the exercise of that option to puehadditional Spark HoldCo units from NuDevco Retlildings, a correspondi
number of shares of Class B common stock owneduiyeNco Retail Holdings will be cancelled. After g effect to these transactic
and this offering, Spark Energy, Inc. will own appeoximate % interest in Spark HoldCo (or if“6he underwriters’option tc
purchase additional shares is exercised in fulllpBvco Retail Holdings will own an approximateX interest in Spark HoldCo and 9
of the outstanding shares of Class B common stoclka( % interest in Spark HoldCo and % & tutstanding shares of Clas
common stock if the underwritersption to purchase additional shares is exercisddli) and NuDevco Retail will own a 1% interes
Spark HoldCo and 1% of the outstanding shares a<CB common stock (or a 1% interest in Spark Hold@d % of the outstand
shares of Class B common stock if the underwritepdion to purchase additional shares is exerdisddll). See “Use of Proceedsinc
“Principal Stockholders.” Following the offeringp&k Energy Ventures will distribute its 100% irgstrin NuDevco Retail Holdings.

In connection with the closing of the offering, expect to enter into a new $60.0 million seniomused revolving credit facility, whic
we refer to as our new revolving credit facility. eWill borrow approximately $10.0 million under omew revolving credit facility at tt
closing of this offering to repay in full the panti of outstanding indebtedness under our curresditcfacility that SEG and SE he
agreed to be responsible for pursuant to an intevh@r agreement between SEG, SE and an affililte. remainder of indebtedn
outstanding under our current credit facility wikk paid down by our affiliate with its own funds éonnection with the closing of tl
offering pursuant to the terms of the interborroagreement. Following this repayment, our curreatlit facility will be terminated. F
more information regarding our new revolving crefditility, please see “Managemeniscussion and Analysis of Financial Condi
and Results of Operations—Historical Cash Flows—dE feacility.”

Each share of Class B common stock, all of whidhinitially be held by NuDevco, has no economights but entitles its holder to ¢
vote on all matters to be voted on by shareholderserally. Holders of Class A common stock and £Bscommon stock will vo
together as a single class on all matters preseaatedr shareholders for their vote or approvategt as otherwise required by applici
law or by our certificate of incorporation. Pleas® “Description of Capital StockVe do not intend to list Class B common stock oy
stock exchange.

NuDevco will have the right to exchange (the “Exof@ Right”) all or a portion of its Spark HoldCo units (togethgith &
corresponding number of shares of Class B comnmok)sfor Class A common stock (or cash at Sparkrggndnc.’s or Spark HoldCe’
election (the “Cash Option"gt an exchange ratio of one share of Class A conmstamk for each Spark HoldCo unit (and correspog
share of Class B common stock) exchanged, as Hesdctinder “Certain Relationships and Related Paraynsactions-Spark HoldC
LLC Agreement.”In addition, NuDevco will have the right, under teém circumstances, to cause us to register ther afid resale of |
shares of Class A common stock as described un@ertdin Relationships and Related Party Transastidtegistration Righ
Agreement.”

We will enter into a Tax Receivable Agreement v@ihark HoldCo, NuDevco Retail Holdings and NuDevetai. This agreement w
generally provide for the payment by Spark Enelgy, to NuDevco of 85% of the net cash savinganyf, in U.S. federal, state and Ic
income tax or franchise tax that Spark Energy, &utually realizes (or is deemed to realize inatartircumstances) in periods after
offering as a result of (i) any tax basis increasssilting from the purchase by Spark Energy, ticSpark HoldCo units from NuDev
Retail Holdings prior to or in connection with titffering, (ii) any tax basis increases
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resulting from the exchange of Spark HoldCo urdtsshares of Class A common stock pursuant to #ohd&hge Right (or resulting frc
an exchange of Spark HoldCo units for cash pursigatite Cash Option) and (iii) any imputed interdsémed to be paid by us as a r¢
of, and additional tax basis arising from, any pepte we make under the Tax Receivable AgreementkSnergy, Inc. will retain tt
benefit of the remaining 15% of these tax savin§ee “Certain Relationships and Related Party Triogss—Tax Receivabl
Agreement.”

In certain circumstances, Spark Energy, Inc. wéffed or partially defer any payment due (a “TRA Rawnt”) to the holders of righ
under the Tax Receivable Agreement, which willighiy be, and for purposes of this disclosure weehassumed will be, NuDevco Re
Holdings and NuDevco Retail. As described elsewlrethis prospectus, no TRA Payment will be maderdu2014, and any future TF
Payments due with respect to a given taxable yeag)x@ected to be paid in December of the subségasndar year.

During the fiveyear period commencing October 1, 2014, Spark Bndrg. will defer all or a portion of any TRA Pagmt owel
pursuant to the Tax Receivable Agreement to thengxhat Spark HoldCo does not generate sufficBagh Available for Distribution (
defined below) during the fouquarter period ending September 30th of the appkcgear in which the TRA Payment is to be madar
amount that equals or exceeds 130% (the “TRA CoeeRatio”) of the Total Distributions (as defineeldw) paid in such fouguarte
period by Spark HoldCo. For purposes of computiregtRA Coverage Ratio:

» “Cash Available for Distribution” is generally daéd as the Adjusted EBITDA of Spark HoldCo for #pplicable period, less (i)
cash interest paid by Spark HoldCo, (ii) capitgdenxditures of Spark HoldCo (exclusive of custonmgussition costs) and (iii) any
taxes payable by Spark HoldCo; ¢

» “Total Distributions” are defined as (i) aggregditstributions necessary to return the yield impligdour initial targeted quarterly
distribution to the weighted average number of Bpéoldco units outstanding during the applicablerfquarter period, plus (ii)
aggregate quarterly tax distributions payable ugpark HoldCo’s limited liability company agreemelntring such four-quarter
period, plus (iii) expected distributions of SpatkldCo to effect the TRA Payment payable duringaakendar year for which the
TRA Coverage Ratio is being testi

In the event that the TRA Coverage Ratio is nasBatl in any calendar year, Spark Energy, Incl deéffer all or a portion of the TF
Payment to NuDevco under the Tax Receivable Agreéneethe extent necessary to permit Spark HoldCsatisfy the TRA Covera
Ratio. If the TRA Coverage Ratio is satisfied iryaralendar year, Spark Energy, Inc. will pay NuDevhe full amount of the TR
Payment. Spark Energy, Inc. shall also cause Sgal#Co to distribute any such excess Cash Avail&tndistribution to its membel
which cash shall be used by Spark Energy, Incatg fo the extent applicable, any previously def@ffRA Payments.

Subject to certain limitations described below|daing the fiveyear deferral period, Spark Energy, Inc. will bdigdted to pay ar
outstanding deferred TRA Payments to NuDevco. Assgrthat NuDevco does not exercise its ExchangentRilyiring the fiveyea
deferral period, such outstanding deferred TRA Rays) when combined with the pro rata share reddiyeNuDevco of any distributis
made by Spark HoldCo to effect the payment of sudistanding deferred TRA Payments, will be limited21.3 million (the “Catchip
Payment Limitation”).Notwithstanding the foregoing, in no event will Sp&nergy, Inc. be required to pay total outstagdileferre:
TRA Payments following the deferral period in exxe$such amount as would require Spark HoldCoa&ardistributions to its memb:
(in order to fund Spark Energy, Ing.payment of such deferred TRA Payments) in excaésthe cumulative Cash Available
Distribution generated during the deferral periesklall distributions made by Spark

10
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HoldCo during such period, and shall not pay ouatitag deferred TRA Payments following the defepatiod to the extent Spark Enet
Inc. is unable to make the distribution with reggecsuch quarter at the initial targeted distributevel.

11
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Organizational Structure

The following diagram indicates our simplified owsleip structure immediately following this offerirand the transactions rela
thereto (assuming that the underwriters’ optiopucchase additional shares is not exercised):

W. Keith
Adaxwell 111

VIHF rarnersbup mderesi
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NuDeveo Partners
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; I
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_NuDeven Retail, LLC e G B e
“NuDevea ™ i

Spark Energy, Inc.
NASDAQ: SPRKE

Spark ™,
HaoldCo, LLC
“Spark HolidCo™

|

spark Encrgy Spark
Gas, LLC / Energy, LLC
“SEG” _ MSE”
Our Principal Shareholder
Upon completion of this offering, NuDevco will iratly own Spark HoldCo units and shares of Class B comi

stock, representing approximately % of the ngtpower of Spark Energy, Inc. NuDevco will be whawned by NuDevco Partne
Holdings, LLC, which
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is in turn wholly owned by NuDevco Partners, LLChigh is in turned wholly owned by W. Keith Maxwdll, the founder of ot
Company. For more information on our reorganizationd the ownership of our common stock by our goaicshareholders, s
“Corporate Reorganization.”

Risk Factors

Investing in our Class A common stock involves sisKou should read carefully the section of thigspectus entitled “Risk Factdrs
for an explanation of these risks, along with tiieeo information in this prospectus, before invegtin our Class A common stock.
example, the following considerations may cause aderal adverse effect to the price of the Classolnmon stock, our financ
condition, liquidity, cash flows, prospects and ability to pay dividends to the holders of our €& common stock:

Risks Related to Our Business
» We are subject to commodity price ri:
» Qur financial results may be adversely impactedvbgther conditions

» Our risk management policies and hedging procedussnot mitigate risk as planned, and we maytdeiully or effectively hedge
our commodity supply and price risk exposure adaihanges in consumption volumes or market ri

* We depend on consistent state and federal regulegipermit us to operate in restructured, competiegments of the natural gas
and electricity industries. If competitive restughg of the natural gas and electricity utilitydirstries is altered, reversed,
discontinued or delayed, our business prospectdimalcial results could be materially adverselgetied.

» The retail energy business is subject to a highllef/federal, state and local regulati
» Our business is dependent on retaining licenstsimarkets in which we opera
» Our financial results will fluctuate on a seascaradl quarterly basi:

» Pursuant to our cash dividend policy, we intendistribute all or substantially all of our cash #afale for distribution through
regular quarterly dividends, and our ability to\grand make acquisitions with cash on hand coulkiiéed.

* We may have difficulty retaining our existing cusiers or obtaining a sufficient number of new custsr
* We may experience strong competition from localtatpd utilities and other competito
Risks Related to the Offering and our Class A Commmo Stock

» We expect to have shortfalls of cash availabledfstribution from operating cash flows in certaimgers during the four quarters
following the closing of this offering, and we magt be able to continue paying our targeted qugrtévidend to the holders of our
Class A common stock in the futu

» The assumptions underlying the forecast presensetviere in this prospectus are inherently unaedad subject to significant
business, economic, financial, regulatory and cditipe risks that could cause our actual cash abél for dividends to differ
materially from our forecas

* We are a holding company. Our sole material agtet@mpletion of this offering will be our equityterest in Spark HoldCo and
we are accordingly dependent upon distributionsifpark HoldCo to pay dividends, pay taxes, makengats under the Tax
Receivable Agreement and cover our corporate amel averhead expenst

» We will be a “controlled company” under NASDAQ GhitMarket rules, and as such we are entitled texamption from certain
corporate governance standards of the NASDAQ Gl

13
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Market, and you may not have the same protectitioedad to shareholders of companies that are stitijeall of the NASDAQ
Global Market corporate governance requireme

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

 In certain cases, payments under the Tax Receivarieement may be accelerated and/or significamtbeed the actual benefits, if
any, we realize in respect of the tax attributdgestt to the Tax Receivable Agreeme

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

Emerging Growth Company Status

We are an “emerging growth companyithin the meaning of the federal securities lafwst as long as we are an emerging gr
company, we will not be required to comply withte@m requirements that are applicable to otheripudgimpanies that are natrherging
growth companiesincluding, but not limited to, (i) not being reged to comply with the auditor attestation requirateeof Section 4(
of the Sarbane®xley Act, (ii) the reduced disclosure obligatiomegarding executive compensation in our periodpores and prox
statements and (iii) the exemptions from the remum@nts of holding a nonbinding advisory vote oncekge compensation a
shareholder approval of any golden parachute patgwean previously approved. In addition, Sectio d@the JOBS Act provides that
emerging growth company can take advantage of xtended transition period provided in Section ZAHH) of the Securities Act
1933, as amended, or the “Securities Afity’complying with new or revised accounting stamda but we have irrevocably opted ou
the extended transition period and, as a resuliwiNedopt new or revised accounting standardshanrelevant dates on which adop
of such standards is required for other public cangs.

We intend to take advantage of these exemptioriswmiare no longer an emerging growth company.\Willecease to be anemerginy
growth company’upon the earliest of: (i) the last day of the fisgzar in which we have $1.0 billion or more in aahrevenues; (ii) tt
date on which we become a “large accelerated f{ln& fiscal yeaend on which the total market value of our commaquity securitie
held by non-affiliates is $700 million or more d@sJane 30); (iii) the date on which we issue méw@nt$1.0 billion of norconvertible del
over a three-year period; or (iv) the last dayhef fiscal year following the fifth anniversary afranitial public offering.

For a description of the qualifications and othequirements applicable to emerging growth compaaiek certain elections that
have made due to our status as an emerging gramipany, see “Risk FactorsRisks Related to the Offering and our Class A Com
Stock—For as long as we are an emerging growth compaeywill not be required to comply with certain refiog requirement
including those relating to accounting standardsdiaclosure about our executive compensation,applly to other public companies.”

Our Offices

Our principal executive offices are located at 20MyWest Blvd., Suite 100, Houston, Texas, 7704@ aur telephone number at 1
address is (713) 608600. Our website address is www.sparkenergy.cofarrhation contained on our website does not ctuistpart ¢
this prospectus.

14
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THE OFFERING

Shares of Class A common stock offered b shares of our Class A common st
Shares of Class A common stock outstanding after shares of our Class A common stock (or  shares of Class A common
this offering stock if the underwriters exercise in full theirtiop to purchase additional shares of
Class A common stock
Shares of Class B common stock outstanding after shares of our Class B common stock (or  shares of Class B common
this offering stock if the underwriters exercise in full theirtiop to purchase additional shares of

Class A common stock), which represents one sHagéass B common stock for
each Spark HoldCo unit held by NuDevco immediagdter this offering. Shares of
Class B common stock have voting rights, but nbtrig receive distributions. Each
share of Class B common stock, when combined w@park HoldCo unit held by
NuDevco, may be exchanged for a share of Classvnuan stock, in which case t
share of Class B common stock would be cancelledévco will beneficially own
all of our outstanding Class B common stock upanmetion of this offering

Option to purchase additional shares of our Clasg¥/& have granted the underwriters an option to @gehp to an

common stock additional shares of our Class A comrsimtk from us, at the initial public
offering price, less the underwriting discounts anchmissions, within 30 days from
the date of this prospectus. We will use the prdsdmom any exercise of such option
to acquire from NuDevco Retail Holdings an addiibnumber Spark HoldCo units
equal to the number of additional shares of ous€k common stock purchased by
the underwriters, and a corresponding number aesh@lass B common stock owr
by NuDevco Retail Holdings will be cancelled. Acdimgly, we will not retain the
proceeds from any exercise by the underwriterbif bption to purchase additional
shares

Use of proceeds Assuming no exercise of the underwriters’ optioptochase additional shares of
Class A common stock, our net proceeds from tHeyioly will be approximately
$ million after deducting underwriting disets and commissions, structuring
fees and estimated offering expenses. If the undtens exercise in full their option
purchase additional shares of Class A common steelgstimate that the net
proceeds will be approximately $ milliofited deducting underwriting discounts
and commissions, structuring fees and estimatestioff expense:

15
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Cash dividends

We intend to use the net proceeds of this offeoingpproximately $ million (or
approximately $ million if the underwritezgercise in full their option to
purchase additional shares of Class A common stockgquire Spark HoldCo units
representing approximately % (or approximatel%o if the underwriters exercise
full their option to purchase additional share€tfss A common stock) of the
outstanding Spark HoldCo units after this offerifrgm NuDevco Retail Holdings
and to repay the NuDevco Note. We intend to useéigoroceeds resulting from any
exercise of the underwriters’ option to purchasditamhal shares of Class A common
stock to acquire an additional number of Spark Baldinits from NuDevco Retail
Holdings equal to the number of additional shafesuo Class A common stock
purchased by the underwriters. In connection witthsacquisition, a corresponding
number of shares of Class B common stock owneduiyeNco Retail Holdings will
be cancelled. We will not retain any of the netgeeds from this offering or any
exercise of the underwriters’ option to purchasditamhal shares of Class A common
stock. Please s¢“Use of Proceed”

Upon completion of this offering, we intend to payegular quarterly dividend to
holders of our Class A common stock to the extemtawve cash available for
distributions to do so. Our targeted quarterly di&rid will be $ per share of
Class A common stock ($ per share on anainred basis), which amount may
be raised or lowered in the future without advamatice. Our ability to pay any
regular quarterly dividend is subject to varioustrietions and other factors described
in more detail under the capti“Cash Dividend Polic”

We expect to pay a quarterly dividend on or abbet5th 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 last day oftstiscal quarter. With respect to our
first dividend payable on or about December 15420 intend to pay a pro-rated
dividend (calculated from the closing date of thffering through and including
September 30, 2014) of $ per share of Gdassmmon stock, which represents
the pre-rata portion of the targeted quarterly dividendratat period

We believe, based on our financial forecast aratedlassumptions included i@&4sh
Dividend Policy—Estimated Cash Available for Dibtrtion for the Twelve Months
Ending June 30, 2015,” that we will generate sidficannual cash available for
distribution to support our targeted quarterly dend of $ per share of Class A
common stock ($ per share on an annuabasd). However, we do not have a
legal obligation to declare or pay dividends atstargeted quarterly dividend level
at all. Se¢* Cash Dividend Polic”
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Voting rights

Economic interest

Exchange and registration rights

Each share of our Class A common stock will entildnolder to one vote on all
matters to be voted on by stockholders gener

Each share of our Class B common stock will eniiidolder to one vote on all
matters to be voted on by stockholders generaliyoiigh its ownership of our Class
B common stock, NuDevco will hold shares of our coon stock having % (or

% if the underwriters exercise in full theirtimm to purchase additional shares of
Class A common stock) of the combined voting poefeall of our common stock
outstanding. As a result, for the foreseeable &faliowing this offering, NuDevco
will be able to exercise control over matters reiqgithe approval of our
stockholders, including the election of our direstand the approval of significant
corporate transactions. Please see “Certain Re#tips and Related Party
Transaction:”

Holders of our Class A common stock and Class Broomstock will vote together
as a single class on all matters presented to lstdabbrs for their vote or approval,
except for matters affecting one class dispropodtiely or as otherwise required by
law. See"Description of Capital Stoc”

Immediately following this offering, the purchas@érshis offering will own in the
aggregate a % economic interest in our busithesagh our ownership of Spark
HoldCo units and NuDevco will own in aggregate % economic interest in our
business through its ownership of Spark HoldCosufut a % economic interest ¢
a % economic interest, respectively, if the umaiers exercise in full their option
to purchase additional shares of our Class A comstark).

Under the Spark HoldCo limited liability companyregment, NuDevco may
exchange its Spark HoldCo units (together with mesponding number of shares of
our Class B common stock) for shares of our Classimon stock (on a one-fone
basis, subject to conversion ratio adjustmentstimek splits, stock dividends and
reclassifications and other similar transactionspoSpark Energy or Spark HoldGo’
election, an equivalent amount of cash. When Nube&xchanges a Spark HoldCo
unit for a share of our Class A common stock, wéautomatically redeem and
cancel a corresponding share of our Class B constamk. See “Certain
Relationships and Related Party Transac—Spark HoldCo LLC Agreemer”

Pursuant to a registration rights agreement thawilenter into with NuDevco Ret:
Holdings and NuDevco Retail, we will agree to fileegistration statement for the
sale of the shares of our Class A common stockatteissuable pursuant to its
Exchange Right upon request and cause that regstistatement to be declared
effective by the U.S. Securities and Exchange Casion (“SEC”) as soon as
practicable
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thereafter. See “Certain Relationships and RelB#ty Transactions—Registration

Rights Agreementfor a description of the timing and manner limigat on resales
these shares of our Class A common st

Material federal income tax consequences to nofor a discussion of the material federal incomectansequences that may be relevar

U.S. holders. to prospective investors who are non-U.S. holddease see “Material U.S. Federal
Income and Estate Tax Consequences tc-U.S. Holders”

Exchange listing We intend to apply to list our Class A common stookhe NASDAQ Global Market
under the symb¢“ SPKE”".
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SUMMARY HISTORICAL AND UNAUDITED
PRO FORMA COMBINED FINANCIAL AND OPERATING DATA

Spark Energy, Inc. was formed in April 2014 and sloet have any historical financial operating resulAccordingly, th
accompanying combined financial statements hava pespared from the combined business and ass#te oétail natural gas busin
and asset optimization activities of SEG and thailrelectricity business of SE.

The following table shows the summary historicanbined financial data as of and for the years erdecember 31, 2012 and 2(
and the three months ended March 31, 2013 and Z@Bisummary historical combined financial date@faBecember 31, 2012 and 2(
and for the years ended December 31, 2012 and B@4ddeen derived from the audited combined finarstéiements and the rela
notes thereto included elsewhere in this prospe@ius summary historical combined financial datafaglarch 31, 2014 and for the th
months ended March 31, 2013 and 2014 has beenedefiom the unaudited condensed combined finarstéaéments and the rela
notes included elsewhere in this prospectus.

The summary unaudited pro forma combined finandia presented below has been derived by the afiplicof pro form
adjustments to the historical combined financialtesnents included elsewhere in this prospectus. stimemary unaudited pro fori
combined financial data presented below give effedi) our reorganization in connection with thifering as described inCorporat
Reorganization,” (i) this offering and the useté estimated net proceeds from this offering asmiged in “Use of Proceedsihd (iii)
other related transactions to be effected at th&imy) of this offering, as if such transactions teléen place on January 1, 2013, in the
of the unaudited pro forma combined statement efajons for each of the year ended December 313 28d the three months en
March 31, 2014, and as of December 31, 2013 anatiMat, 2014, in the case of the unaudited pro facorabined balance sheet a
December 31, 2013 and March 31, 2014, respectively.

You should read these tables in conjunction withatidgemen$ Discussion and Analysis of Financial Conditiord @Results ¢
Operations,” which includes a discussion of factoraterially affecting the comparability of the infeation presented,Corporat
Reorganization,” “Selected Historical and Unaudi®rd Forma Combined Financial and Operating Dataf the historical and pro for
combined financial statements and notes theretluded elsewhere in this prospectus. The summarydited pro forma combin
financial data is presented for informational pwg® only. The pro forma adjustments are based apaiable information and cert:
assumptions that we believe are reasonable.
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The summary unaudited pro forma combined finandéth does not purport to represent what our restlltsperations or financi
position would have been if we had operated askdigguompany during the period presented and maybeoindicative of our futu
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
(unaudited)

Statement of Income Data (in thousands;
Revenues
Retail revenues (including retail revenues—affigbf $1,382 and
$4,022 for the years ended December 31, 2012 ah8l 20
respectively, and $199 and $1,489 for the threethsoended
March 31, 2013 and 2014, respective $ 380,19¢ $ 316,77¢ $ 100,45 $ 106,55 $ 316,77t  $ 106,55:
Net asset optimization revenues (including assgnigation revenues-
affiliates of $8,334 and $14,940 for the years endecember 31,
2012 and 2013, and $1,500 and $2,500 for the thaehs ended
March 31, 2013 and 2014, respectively, and assehization
revenues affiliate cost of revenues of $568 and¥t5for the years
ended December 31, 2012 and 2013, respectivelyleaadhan $0.1
million and $7,900 for the three months ended M&th2013 and
2014, respectively (1,13¢6) 314 (1,15%) 1,62¢ 314 1,62¢
Total revenue 379,06: 317,09( 99,29¢ 108,17t 317,09( 108,17¢
Operating expense
Retail cost of revenues (including retail costefenues-affiliates of
$254 and $55 for the years ended December 31, 2642013,
respectively, and less than $0.1 million for theeéhmonths ended

March 31, 2013 and 2014, respective 279,50¢ 233,02t 69,99: 87,13: 233,02¢ 87,13:
General and administrati\ 47,32 35,02( 9,27t 8,11 35,02( 8,11
Depreciation and amortizatic 22,79¢ 16,21¢ 5,03( 2,95¢ 16,21 2,95¢

Total operating expens: 349,62: 284,26 84,29¢ 98,20¢ 284,26 98,20¢
Operating incom: 29,44( 32,82¢ 14,99¢ 9,972 32,82¢ 9,972
Other (expense)/incom

Interest expens (3,369) (1,719 (389 (319) (1,139 (281)

Interest income and other incol 62 353 11 70 353 70
Total other (expenses)/incor (3,30)) (1,36)) (379 (243) (780) (211)

Income before income tax exper 26,13¢ 31,46¢ 14,62¢ 9,72¢ 32,04¢ 9,761
Income tax expens 46 5€ 14 32
Net income $ 26,09 $ 3141. 1461 $ 9697 $ $
Net income attributable to n-controlling interes
Net income attributable to stockhold: $ $
Pro forma net income per common sh
Basic
Diluted
Weighted average proforma common shares outsta
Basic
Diluted
Balance Sheet Data (in thousands, at period enc
Current assel $ 104,24t $ 101,29: $ 120,52 $
Total liabilities 67,97¢ 73,16( 97,38¢
Total liabilities and membe’ equity 129,27¢ 109,07 128,64
Cash Flow Data (in thousands)
Cash flows from operating activitic $  44,07¢ $ 44,48( $ 17,86¢ $ 6,20¢
Cash flows used in investing activiti (1,649 (2,48)) (93) (787)
Cash flows used in financing activiti (39,909 (42,369 (22,239 (7,85€)
Other Financial Data (in thousands)(1):
Adjusted EBITDA(1) $ 4065¢ $ 33530 $ 19,046 $ 1251. $ $
Retail gross margin(1 93,21¢ 81,66¢ 31,74( 20,87 81,66¢ 20,87
Other Operating Data:
Customers 237,43¢ 210,55t¢ 215,71! 240,99: 210,55t 240,99:
Natural gas volumes (MMBLtt 17,527,25 15,920,80 6,994,62' 6,790,88; 15,920,80 6,790,88;
Electricity volumes (MWh! 2,698,08. 1,829,15 478,42t 382,03! 1,829,15. 382,03!
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(1) Adjusted EBITDA and retail gross margin are #®AAP financial measures. For a definition and aonediation of each of Adjusted EBITDA and retaflogs margin to the
most directly comparable financial measures caledland presented in accordance with GAAP, pleaa“—Non-GAAP Financial Measur” below.

Non-GAAP Financial Measures

Adjusted EBITDA We define “Adjusted EBITDA'as EBITDA less (i) customer acquisition costs imedrin the current period, (ii) r
gain (loss) on derivative instruments, (iii) netrremt period cash settlements on derivative insémis) (iv) noneash compensati
expense and (v) other n@ash operating items. EBITDA is defined as net inedefore provision for income taxes, interest aspean
depreciation and amortization. We deduct all curpariod customer acquisition costs in the AdjudEBITDA calculation because st
costs reflect a cash outlay in the year in whiaytare incurred, even though we capitalize sucts@sd amortize them over 24 montt
accordance with our accounting policies. The deduoaif current period customer acquisition costsassistent with how we manage
business, but the comparability of Adjusted EBITBétween periods may be affected by varying levetsistomer acquisition costs. \
deduct our net gains (losses) on derivative insénis) excluding current period cash settlementsy fihe Adjusted EBITDA calculatit
in order to remove the non-cash impact of net gaimlosses on derivative instruments. Althoughhaee not historically incurred nen
cash compensation expense, we expect that weneillrinoneash compensation expense following the complegfothis offering as
result of equity awards that may be issued undetamg-term incentive plan.

We believe that the presentation of Adjusted EBITprAvides information useful to investors in assessur liquidity and financi
condition and results of operations and that Adid€EBITDA is also useful to investors as a finahtidicator of a company’ ability tc
incur and service debt, pay dividends and fund tahmixpenditures. Adjusted EBITDA is a supplemerftabncial measure tr
management and external users of our combined dialastatements, such as industry analysts, ini@st@mmercial banks and rat
agencies, use to assess the following, among othasures:

» our operating performance as compared to otheigiyltladed companies in the retail energy industrighout regard to financing
methods, capital structure or historical cost he

« the ability of our assets to generate earningscseift to support our proposed cash dividends;
 our ability to fund capital expenditures (includiogstomer acquisition costs) and incur and semyéds.

The GAAP measures most directly comparable to Adfu&BITDA are net income and net cash provideasrating activities. O
non-GAAP financial measure of Adjusted EBITDA shouldt i@ considered as an alternative to net incomeetrcash provided |
operating activities. Adjusted EBITDA is not a pgatation made in accordance with GAAP and has itapbtimitations as an analyti
tool. You should not consider Adjusted EBITDA imlation or as a substitute for analysis of our itesas reported under GAAP. Beca
Adjusted EBITDA excludes some, but not all, iterhattaffect net income and net cash provided byaiipey activities, and is defin
differently by different companies in our industoyr definition of Adjusted EBITDA may not be conmable to similarly titled measut
of other companies.

Management compensates for the limitations of AdpisBITDA as an analytical tool by reviewing themparable GAAP measur
understanding the differences between the meaancemcorporating these data points into managémdatision-making process.
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The following table presents a reconciliation ofjidgled EBITDA to net income (loss) and net castvigied by operating activities 1
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
(unaudited)
Reconciliation of Adjusted EBITDA to Net Income:
Net income $ 26,09: $ 31,41% $14,61: $ 9,691 $ $
Depreciation and amortizatic 22,79¢ 16,21 5,03( 2,95¢ 16,21¢ 2,95¢
Interest expens 3,36: 1,71« 384 31z 1,13: 281
Income tax expens 4€ 56 14 32
EBITDA 52,29° 49,397 20,03¢ 13,00:
Less:
Net gains (losses) on derivative instrume (21,48Y) 6,567 2,24: 5,46( 6,567 5,46(
Net cash settlements on derivative instrum 26,80: 1,04 (2,477 (10,19 1,04 (10,197
Customer acquisition cos 6,32 8,257 22C 5,227 8,251 5,221
Adjusted EBITDA $ 40,65¢ $ 33,53¢ $ 19,04¢ $12,51: $ $
Reconciliation of Adjusted EBITDA to Net Cash Proviled by Operating
Activities:
Net cash provided by operating activit $ 44,07¢ $ 44,48( $ 17,86¢ $ 6,20¢
Amortization and write off of deferred financingsts (919) (67€) (120) (119)
Allowance for doubtful accounts and bad debt exg (2,839 (3,10)) (51%) (565)
Interest expens 3,36: 1,71« 384 31z
Income tax expens 4€ 56 14 32
Changes in operating working capit
Accounts receivable, prepaids, current as (12,73 (27,797 (6,49)) 27,91¢
Inventory (3,449 59¢ (3,41) (4,329)
Accounts payable and accrued liabilit 12,68¢ 7,88( 11,01: (16,989
Other (582) 37E 30€ 31
Adjusted EBITDA $ 40,65¢ $ 33,53¢ $ 19,04¢ $12,51:
Cash Flow Data:
Cash flows from operating activiti $ 44,07¢ $ 44,48( $17,86¢ $ 6,20¢
Cash flows used in investing activiti (1,649 (1,48) 93 (787)
Cash flows used in financing activiti (39,909) (42,369 (22,239 (7,85¢€)

Retail Gross Margin We define retail gross margin as operating inctess (i) depreciation and amortization expensdgdneral an
administrative expenses, (iii) net asset optimizatievenues, (iv) net gains (losses) on derivatisgguments, and (v) net current pe|
cash settlements on derivative instruments. Rgta#s margin is included as a supplemental disodosecause it is a primary performa
measure used by our management to determine tf@mpance of our retail natural gas and electribifginess by removing the impact
our asset optimization activities and net maish income (loss) impact of our economic hedgutiyities. As an indicator of our ret
energy busines®perating performance, retail gross margin shoolche considered an alternative to, or more meémiitigan, operatin
income, as determined in accordance with GAAP.

22



Table of Contents

Reconciliation of Retail Gross Margin to
Operating Income:
Operating incom
Depreciation and amortizatic
General and administratiy
Less:
Net asset optimization revent
Net gains (losses) on retail derivative
instruments
Net cash settlements on retail derivative
instruments

Retail Gross Margil

The following table presents a reconciliation dailegross margin to operating income, its mosediy comparable financial meas
calculated and presented in accordance with GA8Pedich 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
(unaudited)
$ 29,44( $32,82¢ $14,99¢ $ 9,97- $ 32,82¢ $ 9,97:
22,79 16,21t 5,03( 2,95¢ 16,21¢ 2,95¢
47,32: 35,02( 9,27¢ 8,11: 35,02( 8,11:
(1,136 314 (1,157 1,62¢ 314 1,62¢
(19,016 1,42¢ 66(C 11,44¢ 1,42¢ 11,44¢
26,48¢ 655 (1,940 (12,90 652 (12,907
$ 93,21¢ $81,66¢ $31,74( $ 20,87 $ 81,66¢ $ 20,87:
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RISK FACTORS

Investing in our Class A common stock involvessristou should carefully consider the informatiorthis prospectus, including the mati
addressed under “Cautionary Note Regarding Forwambking StatementsAnd the following risks before making an investnuaision. Th
trading price of our Class A common stock couldlidecand our ability to pay dividends on our Classommon stock could be adver:
impacted due to any of these risks, and you maydb®or part of your investment.

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

Our financial results are largely dependent onpttiges at which we can acquire the commoditiesagelt. The prevailing market prices
natural gas and electricity have historically, andy continue to, fluctuate substantially over ieky short periods of time, potentia
adversely impacting our results of operations, rfal condition, cash flows and our ability to pdiyidends to the holders of our Clas
common stock. Changes in market prices for nagmaland electricity may result from many factows #re outside of our control, includ
the following:

* weather conditions

* seasonality

» demand for energy commodities and general econoamditions;

« disruption of natural gas or electricity transmissor transportation infrastructure or other caaists or inefficiencies
 reduction or unavailability of generating capacihgluding temporary outages, mothballing, or estients

« the level of prices and availability of natural gaml competing energy sources, including the impachanges in environmental
regulations impacting suppliet

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

e natural disasters, wars, embargoes, acts of temaaind other catastrophic evel
- federal, state, foreign and other governmentalletigun and legislation; an

» demand side management, conservation, alternatiranewable energy sourct

Additionally, significant changes in the pricing theds in the wholesale markets in which we opecatdd affect our commodity price
Regulatory policies concerning how markets arectired, how compensation is provided for servicel #ne kinds of different services t
can or must be offered, may change and could higwéfisant impacts on our costs of doing busindss. example, the Electric Reliabil
Council of Texas (“ERCOT"has recently considered supplementing the existimgrgy and ancillary service markets with a mandea
purchase installed capacity, which could have tifiece of increasing our supply costs. Similarly, EBT recently adopted a new rese
imbalance market that wilhcrease prices in certain circumstances. Charméset prices we pay to acquire commodities and wheatre nc
able to pass along to our customers could matg@allersely affect our operations, which could tiggly impact our financial results and
ability to pay dividends to the holders of our Gl#scommon stock.

Our financial results may be adversely impacted byveather conditions.

Weather conditions directly influence the demand dod availability of natural gas and electricitpdaaffect the prices of ener
commodities. Generally, on most utility systemsndad for natural gas peaks in the winter and denfi@andlectricity peaks in the summ
Typically, when winters are warmer or summers aveler, demand for energy is lower than expectesltieég in less natural gas ¢
electricity consumption than
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forecasted. When demand is below anticipated lestabs to weather patterns, we may be forced toesaléss supply at prices below
acquisition cost, which could result in reduced ginas or even losses.

Conversely, when winters are colder or summersaamner, consumption may outpace the volumes ofrabgas and electricity agail
which we have hedged, and we may be unable to mestased demand with storage or swing supplyhésé circumstances, we n
experience reduced margins or even losses if weegigred to purchase additional supply at highiares. Our failure to accurately anticip
demand due to fluctuations in weather or to effetyi manage our supply in response to a fluctuatiognmodity price environment cot
negatively impact our financial results and outigbfo pay dividends to the holders of our Class@nmon stock.

Our risk management policies and hedging proceduremay not mitigate risk as planned, and we may faito fully or effectively hedge
our commodity supply and price risk exposure agairntschanges in consumption volumes or market rates.

To provide energy to our customers, we purchasedieeant commodity in the wholesale energy marketsch are often highly volatil
Our commaodity risk management strategy is desigodubdge substantially all of our forecasted volsimoe our fixedprice customer contrac
as well as a portion of the near-term volumes arvadableprice customer contracts. We use both physicaffiaadcial products to hedge ¢
fixed-price exposure. The efficacy of our risk managerpeogram may be adversely impacted by unanticipatests and costs that we are
able to effectively hedge, including abnormal coso attrition and consumption, certain variabletgogssociated with electricity g
reliability, pricing differences in the local matkedor local delivery of commodities, unanticipateeents that impact supply and demand,
as extreme weather, and abrupt changes in the teddteor availability or cost of, financial insments that help to hedge commaodity price.

We are exposed to basis risk in our operations wherommodities we hedge are sold at differeriveisl points from the exposure we
seeking to hedge. For example, if we hedge ourralaias commodity price with Chicago basis but pdaissupply must be delivered to
individual delivery points of specific utility syatis around the Chicago metropolitan area, we gresexl to basis risk between the Chic
basis and the individual utility system deliveryimie. These differences can be significant frometita time, particularly during extren
unforecasted cold weather conditions. Similarlycéntain of our electricity markets, customers gy load zone price for electricity, so if
purchase supply to be delivered at a hub, we mag hasis risk between the hub and the load zomtrieiey prices due to local congestion 1
is not reflected in the hub price. We attempt tddeebasis risk where possible, but hedging instnisn@re sometimes not economically fea:
or available in the smaller quantities that we fexju

In addition, we incur costs monthly for ancillafyazges such as reserves and capacity in the elgcsector by the 1SOs. For instance,
ISOs will charge all retail electricity providersrfmonthly reserves that the ISO determines aressecy to protect the integrity of the grid.
attempt to estimate such amounts but they arecdiffio estimate because they are charged in arlsathe ISOs and are subject to fluctual
based on weather and other market conditions. W lmeaunable to fully pass the higher cost of aanjillreserves and reliability servii
through to our customers, and increases in the afoftese ancillary reserves and reliability sezsicould negatively impact our result:
operations.

Additionally, assumptions that we use in estabtighbur hedges may reduce the effectiveness of edgihg instruments. Considerati
that may affect our hedging policies include, gt mot limited to, human error, assumptions abostamer attrition, the relationship of pri
at different trading or delivery points, assumpsi@out future weather, and our load forecastindetso

Many of the natural gas utilities we serve allocatehare of transportation and storage capacitistas a part of their competitive ma
operations. We are required to fill our allocateatage capacity with natural gas, which createsmodity supply and price risk. Sometimes
cannot hedge the volumes associated with thestsdsszause they are too small compared to the haugér bulk transaction volumes requi
for trades in the wholesale market or it is notrexuically feasible to do so. In some regulatorygpams or under some contracts, this cap
may be subject to recall by the utilities, whiclhukkbhave the effect of us being required to actesspot market to cover such recall.
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In general, if we are unable to effectively manage risk management policies and hedging procedorgsfinancial results and our abil
to pay dividends to the holders of our Class A camrstock could be adversely affected.

We depend on consistent regulation within a particlar utility territory (or state), as well as at the federal level, to permit us to operat
in restructured, competitive segments of the naturagas and electricity industries. If competitive retructuring of the natural gas anc
electricity utility industries is altered, reversed discontinued or delayed, our business prospectsié financial results could be materially
adversely affected.

We operate in the highly regulated natural gaseladtricity retail sales industry. Regulations nimeyrevised or reinterpreted or new |
and regulations may be adopted or become applitahis or our operations. Such changes may haetriangéntal impact on our business.

In certain restructured energy markets, state llgi®s, governmental agencies and/or other intgsarties have made proposals to
or partially reregulate these markets, which would interfere waithr ability to do business. If competitive resturatg of natural gas
electricity markets is altered, reversed, discamih or delayed, our financial results and our gbtid pay dividends to the holders of
Class A common stock could be adversely affected.

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

State, federal and local rules and regulationsctiffg the retail energy business are subject tmgbawhich may adversely impact
business model. Our costs of doing business mayufite based on these regulatory changes. For éxamany electricity markets have 1
caps, and changes to these rate caps by regutaorémpact future price exposure. Similarly, retpa changes can result in new fee
charges that may not have been anticipated whestirxiretail contracts were drafted, which can wrdmancial exposure. For exam|
mandates to purchase a certain quantity or typseafricity capacity can create unanticipated cddts ability to manage cost increases
result from regulatory changes will depend, in panthow the “change in law provisionsf our contracts are interpreted and enforced, @
other factors.

Operators of systems providing for the deliverynatural gas and electricity maintain detailed tarihat are kept on file with regulatc
These tariffs and market rules applicable to opesaare often very long and complex, and oftensaitgect to service provider proposal
change them. We may not be able to prevent adopfiadverse tariff changes. Users of energy defiggstems also have rules and obligal
applicable to them that are established by regrdateor instance, transactions involving a shippeglease of interstate pipeline capacity
subject to regulation at the federal level. Oulufa to abide by tariffs, market rules or otherivily system rules may result in fines, pena
and damages.

We are also subject to regulatory scrutiny in &lber markets that can give rise to compliance,féesnsing fees, or enforcement penal
Regulations vary widely in the markets in which oerate, and these regulations change from tintérte. Failure to follow prescribi
regulatory guidelines could result in customer ctaimgs and regulatory sanctions.

In addition, regulators are continuously examintegtain aspects of our industry. For example, abrrof public utility commissions in t
northeast are investigating the impact of the harshther conditions during the 202814 winter season on consumers in their terrisodie
to the number of consumer complaints attributablbigh bills for the winter season and are urgifiRE to investigate circumstances du
that period in wholesale energy markets. To thergxany of these commissions takes regulatory r¢ticaddress these complaints, suc
imposing limits on products, services, rates otepthusiness limitations, our business prospecthénregion could be materially advers
affected.

In addition, door-tadoor marketing and outbound telemarketing are aifségnt part of our marketing efforts. Each of dkechannels
continually under scrutiny by state and federaltetprs and legislators. Additional regulation estriction of these marketing practices ct
negatively impact our customer acquisition plarg trerefore our financial results and our abildypgy dividends to the holders of our Clas
common stock.
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Our business is dependent on retaining licenses the markets in which we operate.

We generally must apply to the relevant statetytdommission to become a retail marketer of natgaa and/or electricity in the mark
that we serve. Approval by the state regulatoryybigdsubject to our understanding of and compliawdé various federal, state and Ic
regulations that govern the activities of retailrkeders. If we fail to comply with any of these wégtions, we could suffer certain consequer
which may include:

 higher customer complaints and increased unantasipattrition;
« damage to our reputation with customers and regndaanc
 increased regulatory scrutiny and sanctions, inntpuéines and termination of our licen:

In addition, FERC regulates the sale of wholesketecity by requiring us and other companies vgkd into the wholesale market to obt
marketbased rate authority. If that authority were rewhkeur financial results and our ability to payidands to the holders of our Clas
common stock could be materially adversely affected

Our business model is dependent on continuing ticbrsed in existing markets. If we have a liceressoked or are not granted renewe
a license, or if our license is adversely condigidror modified (e.g., by increased bond posting obligations), ourrizial results could t
materially negatively impacted, which could matityiaegatively impact our financial results and @lnility to pay dividends to the holders
our Class A common stock.

Our financial results will fluctuate on a seasonahnd quarterly basis.

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (1) the gpbgranix of our customer base; (2)
concentration of our product mix; (3) the impactwsather conditions on commodity pricing and demdaAjlvariability in market prices f
natural gas and electricity, and (5) changes irct® of delivery of such commodities through egeatglivery networks. These factors can t
material shorterm impacts on monthly and quarterly operatingilteswhich may be misleading when considered datsf the context of o
annual operating cycle. In addition, our accourggable and accounts receivable are impacted bysality due to the timing differenc
between when we pay our suppliers for accountsipayeersus when we collect from our customers aowacts receivable. We typically
our suppliers for purchases on a monthly basis. évew it takes approximately two months from timeetiwe deliver the electricity or natL
gas to our customers before we collect from outarnsrs on accounts receivable attributable to tisogplies. This timing difference co
affect our cash flows, especially during peak cydtethe winter and summer months. Furthermore, r@sult of the seasonality of our busin
we may reserve a portion of our excess cash avaifabdistribution in the first and fourth quardén order to fund our second and third qui
distributions. Because of the seasonal nature obosiness and operating results, it may be diffimr investors to accurately and adeque
value our business based on our interim resultgchivbould materially negatively impact our finandgiesults and our ability to pay dividend:
the holders of our Class A common stock.

Pursuant to our cash dividend policy, we intend talistribute substantially all of our cash availablefor distribution through regular
quarterly dividends, and our ability to grow and make acquisitions with cash on hand could be limited.

Pursuant to our cash dividend policy, we intendistribute substantially all of our cash availafde distribution through regular quarte
dividends to holders of our Class A common stoekdigcussed in more detail in “Cash Dividend Poliés such, our growth may not be
fast as that of businesses that reinvest theilablai cash to expand ongoing operations. To thengxte issue additional equity securitie
connection with any acquisitions or growth cap&gpenditures, the payment of dividends on theséiaddl equity securities may increase
risk that we will be unable to maintain our perreghdividend rate. We may also rely upon externadricing sources, including the issuanc
debt and equity securities and borrowings undemew revolving credit facility to fund our acquisits and growth capital expenditures.
incurrence of bank
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borrowings or other debt to finance our growth tsgg will result in increased interest expense #rel imposition of additional or mc
restrictive covenants, which, in turn, may impagct ability to pay dividends to holders of our Cl#&ssommon stock. We may decide no
pursue otherwise attractive acquisitions if thejgeted shorterm cash flow from the acquisition or investmennot adequate to service
capital raised to fund the acquisition or investimafter giving effect to our available cash ressnSee “Cash Dividend Policy—Generdbu+
Ability to Fund Our Quarterly Dividend and Reinvéstcess Cash Available for Distribution in Our Gtbw

We may have difficulty retaining our existing custaners or obtaining a sufficient number of new custorers.

As of March 31, 2014, approximately 51% of our matgas customers had fixgdice contracts, and the remaining 49% of our rzéhtga:
customers had variable-price contracts. As of M&Lh2014, approximately 43% of our electricity tousers had fixegyrice contracts, and t
remaining 57% of our electricity customers hadafaléprice contracts. A significant decrease in theilrptéce of natural gas or electricity m
cause our customers to switch retail energy sepioeiders during their contract terms to obtainrenfavorable prices. Although we gener
have a right to collect a termination fee from eaabhtomer on a fixegrice contract who terminates their contract follogvsuch an event, \
may not be able to collect the termination feekulhor at all. Our variablgrice contracts typically may be terminated by customers at al
time without penalty.

Furthermore, significant ongoing competition existscustomers in the markets where we operate wandannot guarantee that we will
able to retain our existing customers or obtaimféicsent number of new customers. We anticipatat tive will incur significant costs as
enter new markets and pursue customers by utilizimgriety of marketing methods. In order for usdoover these expenses, we must a
and retain these customers on economic terms argkfended periods. We cannot be certain that wuré efforts to retain our customer:
secure additional customers will generate sufficgnoss margins for us to expand into additionatkeis or that we will be able to prev
customer attrition and attract new customers istaag markets. If our marketing strategy is notcassful, our financial results and our ab
to pay dividends to the holders of our Class A camrstock could be adversely affected.

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

The markets in which we compete are highly comipetitand we may not be able to compete effectivedpecially against establisi
industry competitors and new entrants with grefitemncial resources. We expect significant comjuetifrom local regulated utilities or th
retail affiliates and traditional and new retaileegy providers with greater financial resources|l wstablished brand names and/or le
existing installed customer bases. In most marketsprincipal competitor may be the local regudatiility company or its affiliated retail ar
The local regulated utilities have the advantagleiegstanding relationships with their customers] they may have longer operating histo
better access to data, greater financial and odssEurces and greater name recognition in theiketsithan we do. Convincing customer
switch to a new company for the supply of a crit@m@mmodity such as natural gas or electricity ¢hallenge.

In certain markets, local regulated utilities maglsto decrease their tariffed retail rates totlionito preclude opportunities for retail ene
providers to acquire market share, and otherwisk gBeestablish rates, terms and conditions taltb@dvantage of retail energy providers ¢
that these retail energy providers cannot remampedgitive in that market. Also, in states where thidity service rate is set through
procurement of energy over a period of months argjethe utility service rate will lag behind marleonditions. If energy prices ri
significantly above the utility service rate ovepmlonged period of time, we may be forced to medaur operating margins in order to p
more competitively with the utility service ratecamay experience increased customer attritionpasescustomers may switch to the ser
offer from the utility.

In addition to competition from the local regulatgilities, we face competition from a number dfi@t retail energy providers. We also r
face competition from large corporations with samibilling and customer service capabilities, sastielecommunication service providers
nationally branded providers of consumer produntsservices that have a significant base of exjstirstomers. Many of these competitors ol
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potential competitors are larger than us and haeess to more significant capital resources. Farmple, a larger competitor may be abl
incur more costs to acquire customers if its chstapital is lower than ours. Similarly, marketarish a larger presence in the relevant me
or that have interruptible load as part of theistomer base may benefit from synergies or scaleauies that smaller marketers, or marke
serving only firm customers, cannot obtain. In &iddj product offerings that provide a consumehweit alternative source of energy, such
solar panel, may become more common and indirectlgpete with us. If our marketing strategy is notcessful, it may affect our financ
results and our ability to pay dividends to thedeo$ of our Class A common stock.

The accounting method we use for our hedging actities results in volatility in our quarterly and annual financial results.

We enter into a variety of financial derivative guittiysical contracts to manage commodity price @sid we use mark-tararket accountir
to account for this hedging activity. Under the kati-market accounting method, changes in the fair vafusur hedging instruments that
not qualifying or not designated as hedges undeowatting rules are recognized immediately in easimAs a result of this account
treatment, changes in the forward prices of nafgasl and electricity cause volatility in our quéeitend annual earnings, which we are un
to fully anticipate.

In addition to the volatility described above, wauld incur volatility from quarter to quarter asgded with gains and losses on se!
hedges relating to natural gas held in inventoryéf choose to hedge the summenter spread on our retail allocated storage dapad/e
typically purchase natural gas inventory and siiofr®em April to October for withdrawal from Noverabthrough March. Since a portion of
inventory is used to satisfy delivery obligatiowsaur fixedprice customers over the winter months, we hedgea#isociated price risk us
derivative contracts. Any gains or losses assatiafieh settled derivative contracts are reflectedhie statement of operations as a compt
of cost of goods sold.

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

Our contractual agreements with certain local retgal utilities and our supplier counterparties nexjus to maintain restricted cash balal
or letters of credit as collateral for credit rigsk the performance risk associated with the futleivery of natural gas or electricity. Th
collateral requirements may increase as we growcastomer base. Collateral requirements will inseebased on the volume or cost of
commodity we purchase in any given month and theuasrnof capacity or service contracted for with theal regulated utility. Significa
changes in market prices also can result in fluina in the collateral that local regulated ughkt or suppliers require. The effectiveness o
operations and future growth, and our ability ty davidends to the holders of our Class A commatlstdepend in part on the amount of «
and letters of credit available to enter into orinten these contracts. The cost of these arrangemmay be affected by changes in ci
markets, such as interest rate spreads in theofdgtancing between different levels of creditings. These liquidity requirements may
greater than we anticipate or are able to meetlaréfore could limit our ability to grow our busss or pay dividends to the holders of sk
of our Class A common stock.

Our supply contracts expose us to counterparty credrisk.

We do not independently produce natural gas ardriigy and depend upon third parties for our dupf the counterparties to our sup
contracts are unable to perform their obligatioms,may suffer losses, including as a result of dpeinable to secure replacement supplit
natural gas or electricity on a timely and ceffective basis or at all. If we cannot identifyeahative supplies of natural gas or electricity
secure natural gas or electricity in a timely fashiour financial results and our ability to payidends to the holders of our Class A comi
stock could be adversely affected.

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

We bear direct credit risk related to our custoni@cated in markets that have not implemented P@Rgrams as well as indirect credit |
in those POR markets that pass collection effddsgato us after a
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specified non-payment period. For the year endeck®der 31, 2013, customers in i@@R markets represented approximately 53% c
retail revenues. We generally have the abilityetoninate contracts with customers in the eventoofpayment, but in most states in which
operate we cannot disconnect their natural gateotrieity gas service. In POR markets where tloalloegulated utility has the ability to ret
non-paying customers to us after specified periagsmay realize a loss for one to two billing pdsauntil we can terminate these customer
contracts. We may also realize a loss on figede customers in this scenario due to the faat the will have already fully hedged
customers expected commaodity usage for the life of the i@mtt Even if we terminate service to customers ¥elido pay their bill, we rema
liable to our suppliers of natural gas and eleityrifor the cost of those commodities. Furthermamethe Texas market, we are responsibli
billing the distribution charges for the local régped utility and are at risk for these chargesadidition to the cost of the commaodity, in
event customers fail to pay their bills. Changirmgreomic factors, such as rising unemployment ratesenergy prices also result in a hi
risk of customers being unable to pay their billeew due.

The failure of our customers to pay their billsoorr failure to maintain adequate billing and cdilet procedures could adversely affect
financial results and our ability to pay divideridghe holders of our Class A common stock.

We are subject to credit, operational and financialrisks related to certain local regulated utilitiesthat provide billing services anc
guarantee the customer receivables for their market

In POR markets, we rely on the local regulatedtytio purchase our customer accounts receivabtetarperform timely and accuri
billing. POR markets represented approximately 4f%ur retail revenues for the year ended Decer8beP013. As our business grows,
portion of customers we serve in POR markets cowdtbase. The bankruptcy of a local regulatedtytdould result in a default in such lo
regulated utilitys payment obligations to us, or efforts to rejemitcacts for service that they have with us if thejieve there is a high val
alternative opportunity.

In POR markets where local regulated utilities pase our receivables and in certain other marlatal regulated utilities are respons
for billing services. Local regulated utilities tharovide billing services rely on us for accuratel timely communication of contract rates
other information necessary for accurate billingctstomers. The number of territories within whigh provide natural gas and electri
supply poses a constant challenge that demand#&deoaisle management, personnel and informatioresysésources. Each territory requ
unique and often varied electronic data interfgesns. Rules that govern the exchange of databmajpanged by the local regulated utilit
In certain instances, we must rely on manual pseEeand procedures to communicate data to localategl utilities for inclusion in custorn
bills. In addition, some utilities may experiendéficulty in providing accurate, timely data whehanging metering equipmente(g ., from
manuallyread to telemetry). Failure to provide accurateadat local regulated utilities on a timely basisildoresult in underpayment
nonpayment by our customers, and therefore adyeasfect our financial results and our ability taypdividends to the holders of our Clas
common stock.

Our indebtedness could adversely affect our abilityto raise additional capital to fund our operationsor pay dividends. It could alst
expose us to the risk of increased interest ratesid limit our ability to react to changes in the ecaomy or our industry as well as impac
our cash available for distribution.

In connection with the closing of the offering, e®pect to enter into a new $60.0 million senioused revolving credit facility, which v
refer to as our new revolving credit facility. Wepect to have approximately $10.0 million of indedniess outstanding under our |
revolving credit facility and approximately $15.0llion in issued letters of credit following thidfering. Any debt we incur under our n
revolving credit facility or otherwise could havaportant negative consequences on our financialition, including:

« increasing our vulnerability to general economid ardustry conditions

 requiring cash flow from operations to be dedicadtethe payment of principal and interest on odielstedness, therefore reducing our
ability to pay dividends to holders of our Class@mmon stock or to use our cash flow to fund owarations, capital expenditures and
future business opportunitie
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« limiting our ability to fund operations or futureguisitions;

« restricting our ability to make certain distribut®with respect to our capital stock and the abdftour subsidiaries to make certain
distributions to us, in light of restricted paymemid other financial covenants, including requireta¢o maintain certain financial ratios,
in our credit facilities and other financing agrests;

» exposing us to the risk of increased interest lagesiuse borrowings under our new revolving crfeditity will be at variable rates of
interest; anc

« limiting our ability to obtain additional financinfgr working capital including collateral postingspital expenditures, debt service
requirements, acquisitions and general corporatghar purpose:

Our new revolving credit facility will contain fimezial and other restrictive covenants that may tliour ability to return capital
stockholders or otherwise engage in activities thay be in our longerm best interests. Our inability to satisfy certBnancial covenan
could prevent us from paying cash dividends, andfalure to comply with those and other covenamtsid result in an event of default whi
if not cured or waived, may entitle the lendersdamand repayment or enforce their security interashich could negatively impact ¢
financial results and our ability to pay divideridghe holders of our Class A common stock.

We depend on the accuracy of data in our billing stems. Inaccurate data could have a negative impaoh our results of operations
financial condition, cash flows and reputation withcustomers and/or regulators.

We depend on the accuracy and timeliness of custbiltieg, collections and consumption informationour information systems. We ri
on many internal and external sources for thisrmfation, including:

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

« various local regulated utilities and independegnstem operators (“1SOs”) for volume or meter reafimation, certain billing rates and
billing types (e.g., budget billing) and other fegsl expense

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 customegmaes, gross margin and accounts receivable ¢!
* inaccurate measurement of usage rates, throughgutrédalances

e customer complaints; ar

 increased regulatory scrutir

We may become liable for incorrectly calculatinges, and certain of our charges may become untatilscdue to billing errors. Althou
customers are responsible for the payment of teedased to the sales of natural gas and electyieity estimate the amount of taxes they
and invoice our customers through our billing psséVe subsequently remit those taxes to the mneféaaing authorities. If we were to la
determine that the amount we billed them for tawes insufficient, we would not be able to recovss tlifference from them and wo
ultimately be responsible for those costs. Addaibn some of the markets in which we operate nequs to bill customers within a spec
period of time. If we do not bill our customer wittthat period of time, the customer may not begattéd to pay us.

Regulations in the restructured markets in whichogerate require that meter reading be performeitidyocal regulated utility; and we .
required to rely on the local regulated utilitygmvide us with our customergiformation regarding energy usage. Our inabilityobtain thi
usage information or confirm information receivednfi the utilities could negatively impact our hilli systems and reputation with custor
and, therefore, our financial results and our gbib pay dividends to the holders of our Classofmon stock.
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Information management systems could prove unrelide.

We operate in a high volume business with an ekteragray of data interchanges and market requinésn&Ve are highly dependent on
information management systems to track, monitar @rrect or otherwise verify a high volume of dettaensure the reported financial res
and our forecasting efforts are accurate. Our midion management systems are designed to helpresast new customer enrollments
their energy requirements, which helps ensure Weatare able to supply new customers estimated geeeaergy requirements with
exposing us to excessive commaodity price risk.

We may be subject to disruptions in our informatftow arising out of events beyond our control, lsws natural disasters, epiderr
failures in hardware or software, power fluctuasiptelecommunications and other similar disruptidn@ddition, our information managem
systems may be vulnerable to computer virusesysimms by intruders or hackers and cyber terrodats other similar disruptions. The fall
of our information management systems to perforrardiipated for any reason or any significant bheaf security could disrupt our busin
and result in numerous adverse consequences, ingludduced effectiveness and efficiency of ourrapens, inappropriate disclosure
confidential information and increased overheads;aal of which could impact our financial resuéied our ability to pay dividends to
holders of our Class A common stock.

We depend on local transportation and transmissioracilities of third parties to supply our customers Our financial results may be
adversely impacted if transportation and transmissin availability is limited or unreliable.

We depend on transportation and transmission fi@silowned and operated by local regulated uslitird other energy companies to de
the natural gas and electricity we sell to custemeinder the regulatory structures adopted in juoidictions, we are required to enter
agreements with regulated local regulated utilittesuse of the local distribution systems anddtablish functional data interfaces necesse
serve our customers. Any delay in the negotiatiosuch agreements or inability to enter into reabdm agreements could delay or negati
impact our ability to serve customers in thosespligtions. Additionally, failure to coordinate upsim and downstream receipts and deliv
on an energy transportation network can resuligniicant penalties. Any of these factors coulddan adverse impact on our financial re:
and our ability to pay dividends to the holder®of Class A common stock.

We also depend on local regulated utilities for menance of the infrastructure through which weveelnatural gas and electricity to
customers. We are unable to control the level ofise the utilities provide to our customers, irdihg the timeliness and effectivenes:
upkeep and repairs to infrastructure. Any infrastnee failure that interrupts or impairs deliveryedectricity or natural gas to our custon
could cause customer dissatisfaction, which codieesely affect our business. If transportatioriransmission/distribution is disrupted, ¢
transportation or transmission/distribution capadst inadequate, our ability to sell and deliveogucts may be hindered. Such disrupt
could also hinder our providing electricity or natugas to our customers and adversely impactiskmanagement policies, hedge contr:
our financial results and our ability to pay diuidis to the holders of our Class A common stock.

In addition, the power generation and transmisslistribution infrastructure in the United Statev&y complex. Maintaining reliability
the infrastructure requires appropriate oversightdgulatory agencies, careful planning and degigimed and skilled operators, sophistic
information technology and communication systemmgaing monitoring and, where necessary, improvesiémtvarious components of
infrastructure, including with regard to securityajor electric power blackouts are possible, whaohild disrupt electrical service for exten
periods of time to large geographic regions ofltinéted States. If such a major blackout were tauocewe may be unable to deliver electri
to our customers in the affected region, which wicdve an adverse impact our financial resultscamdbility to pay dividends to the hold
of our Class A common stock.
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The adoption of derivatives legislation by Congreswill continue to have an adverse impact on our abty to hedge risks associated wit
our business.

The Dodd-Frank Wall Street Reform and Consumeredetimn Act (the “Act”),enacted on July 21, 2010, established federal imeranc
regulation of the over-the-counter derivatives nearnd entities, such as us, that participate an iarket. Although we qualify for the end-
user exception to the mandatory clearing requirésnfam swaps to hedge our commercial risks, thdiegtfpn of the mandatory clearing ¢
trade execution requirements to other market ppatts, such as swap dealers, has changed tharmbstvailability of the swaps that we
for hedging. In addition, the Act requires thatukedors establish margin rules for uncleared sw&ps.C Rules that require end users to
initial or variation margin impact liquidity anddace cash available to us.

The full impact of the Act and related regulatoeguirements upon our business will not be knowil the regulations are implemented .
the market for derivatives contracts has adjustéte Act and any new regulations could significanitgrease the cost of derivat
transactions, materially alter the terms of densatontracts, reduce the availability of derivasvto protect against risks that we encou
reduce our ability to monetize or restructure adsting derivative contracts or increase our expeda less creditworthy counterparties. If
reduce our use of derivatives as a result of theahd related regulations, our results of operatiory become more volatile and our «
flows may be less predictable, which could advgrsélect our ability to plan for and fund capitadpenditures. Any of these consequel
could have a material adverse effect our finaneslilts and our ability to pay dividends to thedeos of our Class A common stock.

We may not be able to manage our growth successfyliwhich could strain our liquidity and other resources and lead to poor custome
satisfaction with our services.

The growth of our operations will depend upon dhitity to expand our customer base in our existimykets and to enter new markets
timely manner at reasonable costs. As we expandoparations, we may encounter difficulties impletimen new product offerings
integrating new customers and employees as wealhgdegacy systems of acquired entities.

We may experience difficulty managing the growthagbortfolio of customers that is diverse with mdpto the types of service offerin
applicable market rules and the infrastructure govduct delivery. We also may experience difficuiltyegrating an acquired compaay’
personnel and operations, or key personnel of ¢thaieed company may decide not to work for us. lrenmmnore, if we acquire the residentia
commercial businesses of an incumbent local regdilatility or other energy provider in a particutaarket, the customers of that business
not be under any obligation to use our servicegsetdifficulties could disrupt our ongoing businetistract our management and employ
increase our expenses and adversely affect ourfloagh

Expanding our operations could result in incredspddity needs to support working capital for therchase of natural gas and electr
supply to meet our customerseeds, for the credit requirements of forward ptsissupply and for generally higher operating exas
Expanding our operations also may require contirdeagtlopment of our operating and financial costanid may place additional stress or
management and operational resources. If we arkleiba manage our growth and development succégsthis could affect our financi
results and our ability to pay dividends to thedeo$ of our Class A common stock.

Our success depends on key members of our managerfeghe loss of whom could disrupt our business opations.

We depend on the continued employment and perfazemahkey management personnel. A number of oupbserecutives have substan
experience in consumer and energy markets that hasglergone regulatory restructuring and have ektenssk management and hedc
expertise. We believe their experience is importartur continued success. We do not maintain Keyirlsurance policies for our execut
officers. If our key executives do not continuetheir present roles and are not adequately replazedinancial results and our ability to |
dividends to the holders of our Class A commonlkstmuld be adversely affected.
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We rely on a capable, wellrained workforce to operate effectively. Retentionof employees with strong industry or operatione
knowledge is essential to our ongoing success.

Many of the employee positions within our custoraperations, energy supply, information systemsimg, marketing, risk managem
and finance functions require extensive industperational, regulatory or financial experience kills that may not be easily replaced if
employee were to leave employment with us. Whilmesmormal employee turnover is expected, high weneould strain our ability
manage our ongoing operations as well as inhilgiaic and acquisition growth.

We rely on a third party vendor for our customer billing and transactions platform which exposes us tthird party performance risk.

We have outsourced our back office customer billamgl transactions functions to a third party, ared rely heavily on the continu
performance of that vendor under the outsourcimgergent. Failure of our vendor to operate in acmoecd with the terms of the outsourc
agreement or the venderbankruptcy or other event that prevents it franfgeming under our outsourcing agreement coulcehawnateriz
adverse effect on our financial results and oulitatio pay dividends to the holders of our Class@mmon stock.

The failures or questionable activities of varioudocal regulated utilities and other retail marketers within the markets that we serv
adversely impact us.

A general positive perception on the part of cugtsrand regulators of utilities and retail energyjaers in general, and of us in partict
is essential for our continued growth and succ®@s®stionable pricing, billing, collections, marketior customer service practices on the
of any utility or retail marketer, or unsuccessiimplementation of competitive energy programs camage the reputation of all mar
participants, which could result in lower customemewals and impact our ability to sign-new customers. Any utility or retail marketeai
defaults on its obligations to its customers, sigpp| lenders, hedge counterparties, or employaedave similar impacts on the retail en
industry as a whole and on our operations in pagic Any of these factors could affect our finaleesults and our ability to pay dividend:
the holders of our Class A common stock.

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

As of March 31, 2014, approximately 85% of our oustérs were located in five states. Specifically%225%, 14%, 11% and 6% of «
customers were located in Illinois, California, @8xNew York and Pennsylvania, respectively. Ifase unable to increase our market s
across other competitive markets or enter into wewpetitive markets effectively, we may be subjectcontinued or greater custor
concentration risk. In addition, if any of the s&that contain a large percentage of our customers to reverse regulatory restructurin
change the regulatory environment in a mannerdhases us to be unable to economically operateainstate, our financial results and
ability to pay dividends to the holders of our Gl@&scommon stock could be adversely affected.

Increases in state renewable portfolio standards oan increase in the cost of renewable energy credind carbon offsets may adverse
impact the price, availability and marketability of our products.

Pursuant to state renewable portfolio standardsymust purchase a specified amount of renewableggnaedits, or RECs, based on
amount of electricity we sell in a state in a ydaraddition, we have contracts with certain custsrwhich require us to purchase REC
carbon offsets. If a state increases its renewadnolio standards, the demand for RECs withirt giate will increase and therefore the me
price for RECs could increase. We attempt to fasedhe price for the required RECs and carbon tffs¢ the end of each month .
incorporate this forecast into our customer priaingdels, but the price paid for RECs and carbosetdf may be higher than forecasted.
may be unable to fully pass the higher cost of REfEsugh to our customers, and increases in thee i RECs may decrease our resul
operations and affect our ability to compete withes energy retailers that have not contracted witstomers to purchase RECs or ca
offsets. Further, a price increase for RECs oraaudifsets may require us to decrease the renevpabtion of our energy products, which r
result in a loss of customers. A further reduciiobenefits received
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by local regulated utilities from production taxedits in respect of renewable energy may advergepact theavailability to us, an
marketability by us, of renewable energy under lborands. Accordingly, such decrease may result duaed revenue and may negati
impact our financial results and our ability to pyidends to the holders of our Class A commoulsto

The suppliers from which we purchase our natural ga and electricity are subject to environmental lawsand regulations that impos:
extensive and increasingly stringent requirementsrotheir operations.

The assets of the suppliers from which we purchaseral gas and electricity are subject to numeesussignificant federal, state and Ic
laws, including statutes, regulations, guidelingglicies, directives and other requirements goveynor relating to, among other thin
protection of wildlife, including threatened anddangered species; air emissions; discharges interwaater use; the storage, handling,
transportation and distribution of dangerous goanid hazardous, residual and other regulated mistesiach as chemicals; the preventio
releases of hazardous materials into the envirofintie® prevention, presence and remediation ofridazs materials in soil and groundwe
both on and offsite; land use and zoning mattemnd; @orkers’health and safety matters. Environmental laws a&gtilations have genere
become more stringent over time. Significant coséy be incurred for capital expenditures under remmental programs to keep the as
compliant with such environmental laws and regatadi which could have a material adverse impac¢herbusinesses of our producers, w
may increase the prices they charge us for nagiasnd electricity and have a material adverseedin our financial results and our abilit
pay dividends to the holders of our Class A comstock.

Technological improvements and changing consumer pferences could reduce demand and alter consumptiqratterns.

Technological improvements in energy efficiency Idopotentially reduce the overall demand for ndtgas and electricity. Additionall
increased competitiveness of alternative energycesuor consumer preferences that alter fuel chaioeld potentially reduce the demanc
natural gas and electricity. A prolonged decreasgeimand for natural gas and electricity in thaifetnergy markets would adversely affect
financial results and our ability to pay divideridghe holders of our Class A common stock.

We employ independent contractors to broker salesof which they receive residual commissions. The rigkial commissions paid ti
independent contractors could adversely affect ouoperating margins and financial performance, partialarly if our costs rise and we
do not adjust our pricing strategy.

Some of our independent contractors earn ongosigual commissions. Residual commissions are cledlbased on a fixed percentac
revenues attributable to a custonse€nergy consumption, without regard to our whdéesapply costs. Should our supply costs rise
operating margins, financial results and our abttit pay dividends to the holders of our Class Aown stock could be adversely affected.

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

Our vendors are essential to our telemarketing dout-to-door sales activities. Our ability to increase rawes in the future will depe
significantly on our access to high quality venddfsve are unable to attract new vendors and megaisting vendors to achieve our marke
targets, our growth may be materially reduced. @hman be no assurance that competitive conditiolisallow these vendors and th
independent contractors to continue to successfijy up new customers. Further, if our products reot attractive to, or do not gene
sufficient revenue for, our vendors, we may lose existing relationships, which would have a maieddverse effect on our busin
revenues, results of operations and financial camdias well as our ability to pay dividends te tholders of our Class A common stock
addition, the decline in landlines reduces the nemab potential customers that may be reached byademarketing efforts and as a result
telemarketing sales channel may become less vialbiegh may materially impact our financial resudisd our ability to pay dividends to
holders of our Class A common stock.
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Our vendors may expose us to risks.

We are subject to reputational risks that may aftism the actions of our vendors and their indegemndontractors that are wholly
partially beyond our control, such as violationsoaf marketing policies and procedures as wellrgsfailure to comply with applicable la
and regulations. If our vendors engage in marketirggtices that are not in compliance with localdand regulations, we may be in breac
applicable laws and regulations which may resuiteigulatory proceeding, disadvantageous conditgpoinour energy retailer license, or
revocation of our energy retailer license, whichuldomaterially impact our financial results and aitility to pay dividends to the holders
our Class A common stock. In addition, the indegetdcontractors of our vendors may consider us dotheir employer and se
compensation.

Risks Related to the Offering and our Class A Commmo Stock

We expect to have shortfalls of cash available fatistribution from operating cash flows in certain quarters during the four quarters
following the closing of the offering, and we may ot be able to continue paying our targeted quartest dividend to the holders of ou
Class A common stock in the future.

The amount of our cash available for distributisingipally depends upon the amount of cash we gd#aedrom our operations, which v
fluctuate from quarter to quarter based on, amdhgrahings:

« changes in commaodity prices, which may be drivem lrariety of factors, including, but not limitea, iveather conditions, seasonality
and demand for energy commaodities and general ecicreonditions;

« the level and timing of customer acquisition castsincur;

« the level of our operating and general and adnratise expense:

« seasonal variations in revenues generated by @imdss

« our debt service requirements and other liabiljt

« fluctuations in our working capital neet

« our ability to borrow funds and access capital ratg}

« restrictions contained in our debt agreements(dtiol our new revolving credit facility
« abrupt changes in regulatory policies;

 other business risks affecting our cash flo

As a result of these and other factors, we cannatantee that we will have sufficient cash gendr&t@m operations to pay a specific le
of cash dividends to holders of our Class A comstock.

Consistent with our forecast, due to the seasgnafibur retail natural gas business, we expeaetoerate the substantial majority of
cash available for distribution in the first andufftth quarters of each year. In addition, we andéi@pcontinuing to incur increased custo
acquisition costs over the first nine months of £0dhich is consistent with our growth strategy.asesult of seasonality and our incre:
customer acquisition costs, we may not have sefiictash available for distribution from the thigdarter of 2014 to cover the pratec
quarterly dividend for that period (calculated froine closing date of this offering through and udthg September 30, 2014). For a sumr
of historical unaudited pro forma cash availabledistribution and estimated cash available fotritigtion, including pro forma historical a
anticipated shortfalls, please read “Cash DividBeticy” under “—Unaudited Pro Forma Cash Available for Distribution the Year Ende
December 31, 2013,” “—Estimated Cash Available faistribution for the Twelve Months Ending June 38015” and “—Genere
Considerations and Risks—Cash Available for Disiiiin for the Third Quarter of 2014.”

Furthermore, holders of our Class A common stodukhbe aware that the amount of cash availabl@iktribution depends primarily
our cash flow, and is not solely a function of jaddility, which is affected by nonash items. We may incur other expenses or ligsliduring
a period that could significantly reduce or elimiéaur cash available for distribution and, in tumpair our ability to pay dividends to hold
of our
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Class A common stock during the period. Becausergea holding company, our ability to pay dividematsour Class A common stock
limited by restrictions on the ability of our suthsiries to pay dividends or make other distributido us. We will be entitled to pay ci
dividends to the holders of the Class A commonkstorad Spark HoldCo will be entitled to make casdtriutions to NuDevco and us so i
as: (a) no default exists or would result from sagtayment; and (b) Spark HoldCo, SE and SEG apeariorma compliance with all financ
covenants before and after giving effect to suchnmmnt. Finally, dividends to holders of our Classémmon stock will be paid at t
discretion of our board of directors. Our boarddafectors may decrease the level of or entirelcatisinue payment of dividends. Fa
description of additional restrictions and facttivat may affect our ability to pay cash dividenulsase see “Cash Dividend Policy.”

The assumptions underlying the forecast presentedsewhere in this prospectus are inherently uncertai and subject to significan
business, economic, financial, regulatory and compgve risks that could cause our actual cash avaible for dividends to differ
materially from our forecast.

The forecast presented elsewhere in this prospéctssed on our current business operations asdpvegared using assumptions thai
management believes are reasonable. See “Cashebd/idolicy—Significant Forecast AssumptioriBtiese include assumptions regarding
customer acquisition strategy, the seasonalityuofboisiness, the effectiveness of our hedging pragour natural gas and electricity reven
our operating costs and expenses, interest expease@sset optimization activities, income tax exg@eand regulatory, industry and econc
factors. The forecast assumes that no unexpeatks will materialize during the forecast period.yAone or more of these assumptions
prove to be incorrect, in which case our actualiltesof operations will be different from, and pitbg materially worse than, tho
contemplated by the forecast. There can be noasseithat the assumptions underlying the foreaasepted elsewhere in this prospectus
prove to be accurate. Actual results for the fasepariod will likely vary from the forecasted rétsuand those variations may be material.
make no representation that actual results achievtte forecast period will be the same, in whmlén part, as those forecasted herein or
we will be able to pay dividends on our targetectle or at all.

We are a holding company. Our sole material asseftar completion of this offering will be our equity interest in Spark HoldCo and we
are accordingly dependent upon distributions from $ark HoldCo to pay dividends, pay taxes, make paynmts under the Ta»
Receivable Agreement and cover our corporate and bér overhead expenses under our Management Servickgreement.

We are a holding company and will have no matesisdets other than our equity interest in Spark EoldPlease seeCobrporat
Reorganization.'We have no independent means of generating rev8iwuéhe extent Spark HoldCo has available cashintend to caus
Spark HoldCo to make distributions to its unithekjeincluding us, in an amount sufficient to codividends, if any, declared by us,
applicable taxes at assumed tax rates and paymedé¢s the Tax Receivable Agreement we will entay ith Spark HoldCo, NuDevco Rel
Holdings and NuDevco Retail, and to reimburse usofo corporate and other overhead expenses uhddvianagement Services Agreen
between us and Spark HoldCo. To the extent thateed funds and Spark HoldCo or its subsidiariesrastricted from making su
distributions under applicable law or regulationumder the terms of their financing arrangementsare otherwise unable to provide s
funds, it could materially adversely affect ourdintial results and our ability to pay dividendstte holders of our Class A common stock.

Market interest rates may have an effect on the vak of our Class A common stock.

One of the factors that will influence the pricesbares of our Class A common stock will be theaf¥e dividend yield of such sharesq|
, the yield as a percentage of the then markee mri®our shares) relative to market interest ra@sincrease in market interest rates, whict
currently at low levels relative to historical ratenay lead prospective purchasers of shares o€tass A common stock to expect a hig
dividend yield, and our inability to increase ouvidend as a result of an increase in borrowings;assufficient cash available for distribut
or otherwise, could result in selling pressureamg a decrease in the market price of, our ClassrAmon stock as investors seek altern
investments with higher yield.
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The initial public offering price of our Class A canmon stock may not be indicative of the market prie of our Class A common stoc
after this offering. In addition, an active, liquid and orderly trading market for our Class A common stock may not develop or b
maintained, and our stock price may be volatile.

Prior to this offering, our Class A common stockswmt traded in any market. An active, liquid amdeoly trading market for our Class
common stock may not develop or be maintained dfftisr offering. Active, liquid and orderly tradimparkets usually result in less pt
volatility and more efficiency in carrying out insters’ purchase and sale orders. The market price of tags@ common stock could vi
significantly as a result of a number of factomne of which are beyond our control. In the evedra drop in the market price of our Clas
common stock, you could lose a substantial paatlasf your investment in our Class A common stoEke initial public offering price will k
negotiated between us and the representative® afrtierwriters, based on numerous factors whickisauiss in “Underwriting,’and may nc
be indicative of the market price of our Class Anooon stock after this offering. Consequently, yoaynmot be able to sell shares of
Class A common stock at prices equal to or grehter the price paid by you in this offering.

The following factors could affect our stock price:

» our operating and financial performance and chaimgesr per share distribution leve

« our retail gross margin and our asset optimizaictivities;

« quarterly variations in the rate of growth of oimaicial indicators, such as net income per shateincome and revenue
« the public reaction to our press releases, our ghklic announcements and our filings with the S

 strategic actions by our competito

< changes in revenue or earnings estimates, or ckamgecommendations or withdrawal of research @mes by equity research analy:
« speculation in the press or investment commu

* the failure of research analysts to cover our Chassmmon stock

» sales of our Class A common stock by us, our stolddns, or the perception that such sales may p

« changes in accounting principles, policies, guidanterpretations or standari

« additions or departures of key management persp

 actions by our stockholder

« general market conditions, including fluctuationcommaodity prices

« domestic and international economic, legal andlegguy factors unrelated to our performance;

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

The stock markets in general have experienced ragtreolatility that has often been unrelated to dperating performance of partict
companies. These broad market fluctuations may radle affect the trading price of our Class A conmgiock. Securities class act

litigation has often been instituted against congifollowing periods of volatility in the overatharket and in the market price of a company

securities. Such litigation, if instituted against, could result in very substantial costs, divent managemerg’ attention and resources
negatively impact our financial results and outligbio pay dividends to the holders of our Class@nmon stock.

Our principal shareholder will collectively hold a substantial majority of the voting power of our conmon stock.

Holders of Class A common stock and Class B comstock will vote together as a single class on altters presented to our stockhol
for their vote or approval, except as otherwisaiiegl by applicable law

38



Table of Contents

or our certificate of incorporation and bylaws. Wpoompletion of this offering (assuming no exera$e¢he underwritersbption to purchas
additional shares), NuDevco will own all of our €88B common stock (representing % of our coetbivoting power).

NuDevco is entitled to act separately in its oweiiast with respect to its investment in us. Nulewdl have the ability to elect all of t
members of our board of directors, and therebyaitrol our management and affairs. In addition, Bu& will be able to determine 1
outcome of all matters requiring shareholder applrancluding mergers and other material transasti@nd will be able to cause or preve
change in the composition of our board of directara change in control of our company that cowdrive our stockholders of an opportu
to receive a premium for their Class A common staslpart of a sale of our company. The existen@significant shareholder may also
the effect of deterring hostile takeovers, delayingreventing changes in control or changes inagament, or limiting the ability of our ot}
stockholders to approve transactions that they de&yn to be in the best interests of our company.

So long as NuDevco continues to control a significamount of our common stock, it will continuetie able to strongly influence
matters requiring shareholder approval, regardie¢sghether other stockholders believe that a p@étransaction is in their own best intere
In any of these matters, the interests of NuDevey differ or conflict with the interests of our ethstockholders. Moreover, this concentre
of stock ownership may also adversely affect thditrg price of our Class A common stock to the mixievestors perceive a disadvantag
owning stock of a company with a controlling shaieker.

We will be a “controlled company” under NASDAQ Global Market rules, and as such we a entitled to an exemption from certail
corporate governance standards of the NASDAQ Globdllarket, and you may not have the same protectionafforded to shareholder:
of companies that are subject to all of the NASDA@lobal Market corporate governance requirements.

We will qualify as a “controlled companytithin the meaning of Nasdaq Global Market corpergdvernance standards because NuC
will control more than 50% of our voting power faNing this offering. Under NASDAQ Global Market eg, a company of which more ti
50% of the voting power is held by an individualg@up or another company is a “controlled compaaryd may elect not to comply w
certain corporate governance requirements, inctudipthe requirement that a majority of the boafddirectors consist of independ
directors, (ii) the requirement to have a nomirgiorporate governance committee composed entifelgdependent directors and a wril
charter addressing the commitegiurpose and responsibilities, (iii) the requirat® have a compensation committee composed ntf
independent directors and a written charter adohgshe committees purpose and responsibilities and (iv) the requénet of an annu
performance evaluation of the nominating/corpogateernance and compensation committees.

In light of our status as a controlled company, board of directors has determined to take pastisflantage of the controlled comp
exemption. Our board of directors has determinedtmdiave a nominating and corporate governancerdtiee and that our compensal
committee will not consist entirely of independeiitectors. As a result, nandependent directors may among other things, apgature
members of our board of directors, resolve corgogaivernance issues, establish salaries, incentindsother forms of compensation
officers and other employees and administer owgritice compensation and benefit plans.

Accordingly, in the future, you may not have thensgprotections afforded to shareholders of comsathiat are subject to all of NASD/
Global Market corporate governance requirementsaFescription of our expected corporate goveragmactices, please see “Management
Controlled Company.”

We have engaged in transactions with our affiliateand expect to do so in the future. The terms of st transactions and the resolutio
of any conflicts that may arise may not always beniour or our stockholders’ best interests.

We have engaged in transactions and expect tontentd engage in transactions with affiliated conigs, as described under the car
“Certain Relationships and Related Party Transastfd/Ne will continue to
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enter into back-tdack transactions for the sale of natural gas fesmraffiliate. We will also continue to pay certarpenses on behalf
several of our affiliates for which we will seekmdursement. We will also continue to share oupooate headquarters with certain affilia
We cannot assure that our affiliates will reimbuusefor the costs we have incurred on their betiafferform their obligations under any
these contracts.

Our certificate of incorporation and bylaws, as wdl as Delaware law, contain provisions that could dicourage acquisition bids ¢
merger proposals, which may adversely affect the mket price of our Class A common stock.

Our certificate of incorporation authorizes our twbaf directors to issue preferred stock withouarsholder approval. If our board
directors elects to issue preferred stock, it caaddnore difficult for a third party to acquire Wis.addition, some provisions of our certificat
incorporation and bylaws could make it more diffidor a third party to acquire control of us, eviéthe change of control would be benefi
to our stockholders, including:

« limitations on the removal of directol
« limitations on the ability of our stockholders tallcspecial meetings

« establishing advance notice provisions for shaadrgbroposals and nominations for elections tdotheerd of directors to be acted upon a
meetings of stockholder

« providing that the board of directors is expressiyhorized to adopt, or to alter or repeal our Wwglaand

 establishing advance notice and certain informatiguirements for nominations for election to ooatu of directors or for proposing
matters that can be acted upon by stockholdefsaatsolder meeting

In addition, in our amended and restated certéicdtincorporation, we have elected not to be saligethe provisions of Section 203 of
Delaware General Corporation Law (the “DGCl&gulating corporate takeovers until the date oiclwhNuDevco is no longer the holder o
least 15% of the combined voting power of our Clagommon stock and Class B common stock, votingetiver as a single class. On
after such date, we will be subject to the provisiof Section 203 of the DGCL.

In addition, certain change of control events hthee effect of accelerating the payment due underTex Receivable Agreement, wh
could be substantial and accordingly serve as iaddigtive to a potential acquirer of our compankaBe see Certain Relationships a
Related Party Transactions—Tax Receivable Agreefhent

Future sales of our Class A common stock in the plib market could reduce our stock price, and any aditional capital raised by us
through the sale of equity or convertible securitie may dilute your ownership in us.

Subject to certain limitations and exceptions, Nu@emay exchange its Spark HoldCo units (togethigh & corresponding number
shares of Class B common stock) for shares of Glassmmon stock (on a one-fone basis, subject to conversion rate adjustmentstécl
splits, stock dividends and reclassification arfieosimilar transactions) and then sell those shaf€lass A common stock. Additionally,
may issue additional shares of Class A common stwckonvertible securities in subsequent publiemfigs. After the completion of tt
offering, we will have outstandislgares of Class A common stock, and outstandingestad Class B common stock. Following
completion of this offering, NuDevco will own shares of Class B common stock, repteggmpproximately % (or %if t
underwriters’option to purchase additional shares is exerciséddll) of our total outstanding common stock. Allch shares are restricted fi
immediate resale under the federal securities lavdsare subject to the lockr agreements between such parties and the untasadiescribe
in “Underwriting,” but may be sold into the market in the future. WWpeet that NuDevco Retail Holdings and NuDevco Retdl each be
party to a registration rights agreement with @& thill require us to effect the registration oéithshares in certain circumstances no earlier
the expiration of the lockp period contained in the underwriting agreemenéred into in connection with this offering. Emypées will b
subject to certain restrictions on the sale ofrthkares for 180 days after
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the date of this prospectus; however, after suaiogheand subject to compliance with the Securies or exemptions therefrom, the
employees may sell such shares into the public etaBee “Shares Eligible for Future Sale” am@kftain Relationships and Related P
Transactions—Registration Rights Agreement.”

In connection with this offering, we intend to file registration statement with the SEC on For@ Broviding for the registratic
of shares of our Class A commortlsissued or reserved for issuance under our equintive plan. Subject to the satisfactio
vesting conditions and the expiration of lock-upeggnents, shares registered under the registrsttd@ment on Form &-will be available fc
resale immediately in the public market withoutrietion.

We cannot predict the size of future issuancesuofGlass A common stock or securities convertibte Class A common stock or the eff
if any, that future issuances or sales of sharesioClass A common stock will have on the marketepof our Class A common stock. Sale
substantial amounts of our Class A common stoallding shares issued in connection with an actiogj or the perception that such s,
could occur, may adversely affect prevailing magkétes of our Class A common stock. Our amendedrastated certificate of incorporat
allows us to issue up to an additional shares of equity securities, including seasitianking senior to our Class A common stock.

The underwriters of this offering may waive or release parties to the lockdp agreements entered into in connection with thisffering,
which could adversely affect the price of our Clasé common stock.

Our directors and executive officers have entenéal Iockup agreements with respect to their Class A comstock, pursuant to which th
are subject to certain resale restrictions forrégogdeof 180 days following the effective date oétlegistration statement of which this prospe
forms a part. Please see “UnderwritinR8bert W. Baird & Co. Incorporated at any time avithout notice, may release all or any portio
the Class A common stock subject to the foregobakHup agreements. If the restrictions under thek-lgp agreements are waived, t
Class A common stock will be available for saleitite public markets, which could cause the mapkiee of our Class A common stock
decline and impair our ability to raise capital.

We will be required to make payments under the TaReceivable Agreement for certain tax benefits we nyaclaim, and the amounts ¢
such payments could be significant.

We will enter into a Tax Receivable Agreement witpark HoldCo, NuDevco Retail Holdings and NuDevastadl. This agreement w
generally provide for the payment by us to NuDeef®B5% of the net cash savings, if any, in U.Sefatl state and local income tax
franchise tax that we actually realize (or are degro realize in certain circumstances) in periafisr this offering as a result of (i) any
basis increase resulting from the purchase by Spaekgy, Inc. of Spark HoldCo units from NuDevcadleHoldings prior to or in connecti
with this offering, (ii) any tax basis increasesuiing from the exchange of Spark HoldCo unitsgbares of Class A common stock purs
to the Exchange Right (or resulting from an excleaafSpark HoldCo units for cash pursuant to thehGaption) and (iii) imputed intert
deemed to be paid by us as a result of, and addlttax basis arising from, any payments we maldeuthe Tax Receivable Agreement
addition, payments we make under the Tax ReceivAgieeement will be increased by any interest aatrirem the due date (withc
extensions) of the corresponding tax return.

Spark Energy, Inc. may be required to defer origiyrtdefer any payment due to holders of rightslemthe Tax Receivable Agreemen
certain circumstances during the five-year periothmencing on October 1, 2014. Following the exrabf the fiveyear deferral perio
Spark Energy, Inc. will be obligated to pay anystannding deferred TRA Payments. While this paynahiigation is subject to certe
limitations described elsewhere in this prospectius,obligation may nevertheless be significant eodld adversely affect our liquidity a
ability to pay dividends to the holders of our Glad& common stock. See “Certain Relationships anthtBé Party Transactions¥Fax
Receivable Agreement.”

The payment obligations under the Tax Receivableedgent are our obligations and not obligationSmdirk HoldCo. For purposes of
Tax Receivable Agreement, cash savings in tax gdpere calculated by comparing our actual takility to the amount we would have be
required to pay had we not been able to utilize@frthe tax benefits subject to the Tax Receivélgeeement. The term of the Tax Receivable
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Agreement will commence upon the completion of difering and will continue until all such tax béite have been utilized or expired, unl
we exercise our right to terminate the Tax Recdevélgreement by making the termination payment igelcin the agreement.

The actual increase in tax basis, as well as thmuatrand timing of any payments under the Tax Reddé Agreement, will vary depend
upon a number of factors, including the timing loé £xchanges of Spark HoldCo units, the price as€A common stock at the time of €
exchange, the extent to which such exchangesxable the amount and timing of the taxable incoveegenerate in the future and the tax
then applicable, and the portion of our paymentienthe Tax Receivable Agreement constituting iragumterest or depletable, depreciabl
amortizable basis. We expect that the paymentsatbatill be required to make under the Tax Recde@yreement could be substantial.

The payments under the Tax Receivable Agreemehtnailbe conditioned upon a holder of rights unther Tax Receivable Agreem:
having a continued ownership interest in eitherrpgdoldCo or us. See “Certain Relationships andaiel Party TransactionsFax
Receivable Agreement.”

In certain cases, payments under the Tax Receivablkgreement may be accelerated and/or significantlgxceed the actual benefits,
any, we realize in respect of the tax attributes aject to the Tax Receivable Agreement.

If we elect to terminate the Tax Receivable Agreehearly or it is terminated early due to certaiargers or other changes of control,
would be required to make an immediate paymentldquhe present value of the anticipated futurelianefits subject to the Tax Receiv
Agreement, which calculation of anticipated futtew benefits will be based upon certain assumptintsdeemed events set forth in the
Receivable Agreement, including the assumptionweahave sufficient taxable income to fully utilizech benefits and that any Spark Hol
units that NuDevco or its permitted transferees @mnthe termination date are deemed to be exchaogete termination date. Any ec
termination payment may be made significantly imaaxte of the actual realization, if any, of suctufe benefits.

In these situations, our obligations under the Raxeivable Agreement could have a substantial ivegiElpact on our liquidity and cot
have the effect of delaying, deferring or prevemtiertain mergers, asset sales, other forms ohessicombinations or other changes of ca
due to the additional transaction cost a poterg@@uirer may attribute to satisfying such obligasioFor example, if the Tax Receive
Agreement were terminated immediately after thiferaig, the estimated termination payment would dmproximately $68.4 millic
(calculated using a discount rate equal to the I[RB@lus 200 basis points). The foregoing numbenésely an estimate and the actual payi
could differ materially. There can be no assurahaewe will be able to finance our obligations enthe Tax Receivable Agreement.

Payments under the Tax Receivable Agreement wilbbdmed on the tax reporting positions that we déllermine. The holders of rig
under the Tax Receivable Agreement will not reinslurs for any payments previously made under tikeREgeivable Agreement if such b
increases or other benefits are subsequently oigadl, except that excess payments made to anyhsidbar will be netted against payme
otherwise to be made, if any, to such holder ajterdetermination of such excess. As a resultuagh sircumstances, we could make payn
that are greater than our actual cash tax savifigsly, and may not be able to recoup those paysnewiich could adversely affect «
liquidity.

We may issue preferred stock whose terms could adweely affect the voting power or value of our Clasé& common stock.

Our certificate of incorporation authorizes us g¢suie, without the approval of our stockholders, onenore classes or series of prefe
stock having such designations, preferences, liita and relative rights, including preferencesroour Class A common stock respec
dividends and distributions, as our board of dvextmay determine. The terms of one or more classexeries of preferred stock co
adversely impact the voting power or value of olas€ A common stock. For example, we might gratddrs of preferred stock the right
elect some number of our directors in all eventerothe happening of specified events or the tighteto specified transactions. Similarly,
repurchase or redemption rights or liquidation @refices we might assign to holders of preferreckstould affect the residual value of
Class A common stock.
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We will incur increased costs as a result of being public company.

As a publicly traded company with listed equity wgties, we will need to comply with new laws, régfions and requirements, includ
corporate governance provisions of the Sarb&rdey Act of 2002, and rules and regulations of 8#C and the NASDAQ. Additional or n
regulatory requirements may be adopted in the éutlihe requirements of existing and potential fitules and regulations will increase
legal, accounting and financial compliance costskensome activities more difficult, timensuming or costly and may also place undue :
on our personnel, systems and resources, whichd calersely affect our business, financial conditémd ability to pay dividends to |
holders of our Class A common stock.

For as long as we are an emerging growth company,ewill not be required to comply with certain repotting requirements, including
those relating to accounting standards and disclose about our executive compensation, that apply tother public companies.

In April 2012, President Obama signed into law I@BS Act. We are classified as an “emerging grasatimpany”under the JOBS Act. F
as long as we are an emerging growth company, whiaphbe up to five full fiscal years, unlike othparblic companies, we will not be requi
to, among other things, (i) provide an auditor'testation report on managementissessment of the effectiveness of our systeimterha
control over financial reporting pursuant to Sect#®4(b) of the Sarban&3xley Act, (ii) comply with any new requirementsogpded by th
PCAOB requiring mandatory audit firm rotation orsapplement to the auditsr'report in which the auditor would be requiredptovide
additional information about the audit and the ficial statements of the issuer, (iii) provide certaisclosure regarding execut
compensation required of larger public companiegirhold nonbinding advisory votes on executivempensation. We will remain
emerging growth company for up to five years, altjio we will lose that status sooner if we have nibem $1.0 billion of revenues in a fis
year, have more than $700 million in market valiew Class A common stock held by I-affiliates, or issue more than $1.0 billion of ron
convertible debt over a three-year period.

To the extent that we rely on any of the exemptianailable to emerging growth companies, you veltaive less information about
executive compensation and internal control ovearftial reporting than issuers that are not emgrgiowth companies. If some investors
our common stock to be less attractive as a rethdte may be a less active trading market foroounmon stock and our stock price ma
more volatile.
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USE OF PROCEEDS

We expect the net proceeds from this offering tajpgroximately $ million, assuming an @ipublic offering price of $ per sh
of Class A common stock (the midpoint of the priemge set forth on the cover page of this prosgecimd after deducting estima
underwriting discounts and commissions, structuféep and estimated offering expenses of approrimét million, in the aggregate.

We intend to use net proceeds of this offering dquire Spark HoldCo units representing approxinyatel% of the outstanding Spi
HoldCo units after this offering from NuDevco Rétdbldings and to repay the NuDevco Note. Accorélingve will not retain any of the r
proceeds from this offering. The NuDevco Note hasnitial principal amount of $50,000, bears intrat a rate of 3.0% per annum, and
issued by us as consideration for NuDevco Retaldidgs’ transfer to us of SpatoldCo units as described irPfospectL
Summary—Corporate Reorganization.”

We have granted the underwriters adz@ option to purchase up to an aggregate of additional shares of our Class A comntogks
If the underwriters exercise in full their optiampurchase additional shares of Class A commork $tom us, we estimate that the net proc
will be approximately $ million, after decting underwriting discounts and commissions, sttieg fees and estimated offering expense:s

If the underwriters exercise their option to pussadditional shares of Class A common stock, wenéhto use the net proceeds from
exercise of such option to acquire an additionahloer Spark HoldCo units from NuDevco Retail Holdirgpgual to the number of additio
shares of our Class A common stock purchased bynberwriters. In connection with such acquisitiamgorresponding number of share
Class B common stock owned by NuDevco Retail Hgjgiwill be cancelled. We will not retain any of thet proceeds from the exercise
the underwriters of their option.
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CASH DIVIDEND POLICY

General

We intend to pay a regular quarterly dividend ttdbos of our Class A common stock to the extentasee cash available for distributior
do so. Our targeted quarterly dividend will be $ per share of Class A common stock ($ per share on an annualized basis), w
amount may be increased or decreased in the fufitlmeut advance notice. Our ability to pay the degaguarterly dividend is subject to varit
restrictions and other factors as described below.

We expect to pay a quarterly dividend on or abbet 75th day following the expiration of each fisqalarter to holders of our Clas:
common stock of record on or about the 60th dalpyiohg the last day of such fiscal quarter. Witspect to our first dividend payable or
about December 15, 2014, we intend to pay argted dividend (calculated from the closing datetto§ offering through and includi
September 30, 2014) of $ per share of Gdassmmon stock.

Rationale for Our Dividend

We have established our targeted quarterly dividewel after considering the amount of cash we ekfrereceive from Spark HoldCo a
result of our membership interest in Spark Hold®@erathis offering. Our only casgenerating asset is our membership interest ink
HoldCo. In accordance with its operating agreenasm in our capacity as the sole managing membeiintgad to cause Spark HoldCc
make regular quarterly cash distributions to itsnbers, including us, in an amount sufficient tol#eaus to pay our taxes, make paym
under the Tax Receivable Agreement and to pay alaegjuarterly dividend, to the extent Spark HoldiGas sufficient cash available
distribution (described below) less reserves fa gnudent conduct of its business. We intend to theeamount distributed to us, a
allotments by our board of directors for the paytrafitaxes and for payments under the Tax ReceivAlgkeement, to pay a regular quart
dividend to holders of our Class A common stock. M&y choose to cause Spark HoldCo to retain caattable for distribution in excess
the amount distributed to the members of Spark Boltb fund additional growth in our business. Oaslcdividend policy reflects a bs
judgment that holders of our Class A common stoikhe better served by us distributing all of tbesh distributions we receive from Sg
HoldCo each quarter in the form of a quarterly dérid rather than retaining it.

The amount of cash that Spark HoldCo generates iioperations is likely to fluctuate from quarterquarter, in some cases significar
as a result of the seasonality of consumption petfehe impact of supply cost volatility on ourtumargins, the effectiveness of our hed
program and our ability to enroll new customers arahage customer attrition along with our assahopation activities. Accordingly, durir
quarters in which Spark HoldCo generates cash ahlailfor distribution to us in excess of the amawetessary for us to pay our taxes
targeted quarterly dividend, we may cause it temes a portion of the excess to fund its cashilligions in future quarters. In quarter:
which Spark HoldCo does not generate cash avaifabldistribution to us in an amount sufficientftond our taxes, make payments unde
Tax Receivable Agreement and to pay a quarteriy cigdend, if our board of directors so determjmege may use sources of cash
included in our calculation of cash available fatidbution, such as net cash provided by finan@notivities, all or any portion of cash on h
or, if applicable, borrowings under Spark Hold€aew revolving credit facility, to cause it to neadtistributions to us in an amount sufficier
pay our taxes, make payments under the Tax Redeivalyeement and to pay dividends to holders of @laiss A common stock. Althou
these other sources of cash may be substantiad\aithble to fund a dividend payment in a particpleriod, we exclude these items from
calculation of cash available for distribution besa we consider them naeeurring or otherwise not representative of therafing cash flow
we typically expect to generate on an annualizesisba

Estimate of Future Cash Available for Distribution

We primarily considered forecasted cash availabtedistribution in assessing the amount of caslh W& expect to be available for
purposes of our regular quarterly dividend. Accogtly, we believe that an understanding of cashlalviai for distribution is useful to invest
in evaluating our ability to pay dividends
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pursuant to our stated cash dividend policy. Inegalh we expect that our “cash available for disttion” each quarter will equal Sp:
HoldCo's Adjusted EBITDA for the periodgss:

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 to Change Our Cash Dividend Poalicy

There is no guarantee that we will pay quartershodividends to holders of our Class A common st¥é& do not have a legal obligatior
pay a quarterly dividend of $ per shar€lafss A common stock, at any other amount or aGall cash dividend policy may be change
any time and is subject to certain restrictions ancertainties, including the following:

We may lack sufficient cash to pay dividends tadeod of our Class A common stock due to cash flogvtfalls at Spark HoldCo
attributable to a number of operational, commeraiadther factors, as well as increases in opagatird/or general and administrative
expenses, principal and interest payments on oulistg debt, income tax expenses, working capitalirements or anticipated cash
needs

As the sole managing member of Spark HoldCo, we arcbrdingly, our board of directors will have thghority to establish, or cause
Spark HoldCo to establish, cash reserves for thdgmt conduct of our business and for future cagtehds to holders of our Class A
common stock, and the establishment of or increaieose reserves could result in a reduction shadividends from levels we currently
anticipate pursuant to our targeted cash divideridyp These reserves may account for the factdhatash flows may vary quarterly or
from year to year based on, among other thingsse¢lasonality of consumption patterns, the impasupply cost volatility on unit
margin, the effectiveness of our hedging program,atility to sign-up new customers and manageooust attrition along with our asset
optimization activities

The amount of our quarterly cash available forriistion could be impacted by restrictions on cdgstributions contained in Spark
HoldCo’s new revolving credit facility. Should SgaidoldCo be unable to satisfy these covenants othisrwise in default under such
facility, we may be unable to receive sufficienslealistributions from Spark HoldCo to pay our taeglequarterly cash dividends
notwithstanding our targeted cash dividend pol&ge “Management’s Discussion and Analysis of Fiig@ondition and Results of
Operation—Historical Cash Flow—Credit Facility”

The amount of expenses that Spark HoldCo pays pbehalf under the Management Services Agreemerid égmpact cash available f
distribution.

The amount of tax savings that we recognize urfteiTax Receivable Agreement that must be paid @eVao could impact cash
available for distribution

Section 170 of the DGCL allows our board of direstim declare and pay dividends on the sharesro€tass A common stock eithe
» out of our surplus, as defined in and computedcdoedance with the DGCL; ¢

» in case there shall be no such surplus, out ofnetirprofits for the fiscal year in which the divigkis declared and/or t
preceding fiscal yea

Our Ability to Fund Our Quarterly Dividend and Reinvest Excess Cash Available for Distribution in Our Growth

We intend to grow our business primarily by purguirganic growth opportunities in our existing fenergy markets and throu
expansion into additional competitive markets gfedw opportunities, which, we
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believe, will facilitate the growth of Spark HoldGobusiness. We do not currently intend to increasedividend per share over time, bu
reinvest any cash available for distribution in@s&of amounts required to pay our regular qugrtgvidend in the growth 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 1
additional growth in our businesses over time. Hoevethe determination of the amount of cash divitieto be paid to holders of our Clas
common stock will be made by our board of direcenmd will depend upon our financial condition, desof operations, cash flow, lorigfir
prospects and any other matters that our boardeftdrs deem relevant.

We may also rely on external financing sourcedunling commercial bank borrowings and issuancedett and equity securities, to ft
future growth capital expenditures to the extentdeenot have sufficient excess cash flow from ofi@na after paying our quarterly divide
If external financing is not available to us on gut@able terms, our board of directors may decidéin@ance acquisitions with cash fri
operations, which would reduce or even eliminateaash available for distribution and, in turn, ampour ability to pay dividends to hold
of our Class A common stock. To the extent we isstditional shares of capital stock to fund grow#pital expenditures, the paymen
dividends on those additional shares may increlserisk that we will be unable to maintain our phare dividend level. There are
limitations in our bylaws, and there will not beyalimitations under Spark HoldC®'new revolving credit facility, on our ability tgsut
additional shares of authorized capital stock,udirig preferred stock that would have priority oser Class A common stock with respec
the payment of dividends. Additionally, the incurce of additional commercial bank borrowings oreotebt to finance our growth wo
result in increased interest expense, which mayanpur cash available for distribution and, imtusur ability to pay dividends to holders
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 contemplatethis prospectus on January 1, 2013, our unauditedforma cash available -
distribution for the year ended December 31, 20b8ld/have been approximately $ million. S&@amounts would have been sufficier
pay the full quarterly cash dividend on all of dCilass A common stock to be outstanding immediaaftgr consummation of this offeri
based on our targeted quarterly dividend rate of $ per share of our Class A common stock partgr ($ on an annualized basis).

Our calculation of unaudited pro forma cash avééldor distribution includes incremental externahgral and administrative expenses
we expect to incur as a result of being a publichded company, including costs associated with $&gorting requirements, tax ret
preparation, independent auditor fees, invest@timeis activities, Sarban€&xley compliance, registrar and transfer agent,fdasctor an
officer liability insurance expense and additiodmkector compensation. We estimate that these rimen¢al general and administrative expe
initially will be approximately $3.0 million per ye and will be allocated to Spark HoldCo pursuanthie management services agreer
Such expenses are not reflected in our unauditetbited pro forma financial statements.

Our unaudited pro forma combined financial statel)eéinom which our unaudited pro forma cash avédldor distribution was derived,
not purport to present our results of operations thee transactions contemplated in this prospeatisally been completed as of the d
indicated. Furthermore, cash available for distidiuis a cash accounting concept, while our hissbrcombined financial statements and
pro forma combined financial statements were pegban an accrual basis. We derived the amountsaxidited pro forma cash available
distribution stated above in the manner shown téthble below. As a result, the amount of unaudit@dforma cash available for distribut
should only be viewed as a general indication efalmount of cash available for distribution thatmight have generated had we been fol
and completed the transactions contemplated irptioispectus in earlier periods.

Our unaudited pro forma combined financial stateiemere derived from our audited and unaudited d¢oetb historical financi:
statements included elsewhere in this prospectdsoan accounting records, which are also unaudi@g. unaudited pro forma combir
financial statements and the table below should
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be read together with “Prospectus Summary—Summasyotital and Unaudited Pro Forma Combined Findnaied Operating Data,”
“Selected Historical and Unaudited Pro Forma ComthiRinancial and Operating Data,” “Managemeiscussion and Analysis of Finan
Condition and Results of Operatioraid the audited and unaudited historical combiirehtial statements of SE and SEG included elses
in this prospectus.

The following table illustrates our unaudited poorha cash available for distribution for the yeaded December 31, 2013. The footnote
the table below provide additional information abthe pro forma adjustments and should be readjaloth the table.

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

Year Ended
December 31, 201
(in thousands excer

per share data)

Revenues
Retail electricity revenue $ 191,87.
Retail natural gas revenu 124,90«
Net asset optimization revenues (including asseinggation revenues-affiliates of $0 and assetrotation
revenue-affiliate cost of revenues of $ 314
Total revenue: 317,09(
Operating Expenses
Retail cost of electricity revenu 149,88!
Retall cost of natural gas revent 83,14
Total retail cost of revenut 233,02t
Depreciation and amortizatic 16,21¢
General and administrative( 35,02(
Total operating costs and expen 284,26:
Operating incom 32,82¢
Interest expense(. (1,133
Interest and other incon 358
Income tax expens (56)
Net Income of Spark HoldCo, LLC 31,99
Add:
Depreciation and amortizatic 16,21°¢
Interest expense(. 1,13:
Income tax expens 56
EBITDA of Spark HoldCo, LLC 49,39°
Less:
Net gains (losses) on derivative instrume 6,567
Net cash settlements on derivative instrum 1,04(
Customer acquisition costs paid in the pe 8,251
Non-cash compensation expense —
Adjusted EBITDA of Spark HoldCo, LLC 33,53:
Less:
Cash interest paid( 88:¢
Capital expenditure 1,481
Incremental general and administrative expens 3,00(
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Year Ended
December 31, 201
(in thousands excer

per share data)

Pro forma Cash Available for Distribution to Spark HoldCo, LLC Unitholders $ 28,16¢
Less:
Distributions to NuDevco Retail Holdings, LL
Distributions to NuDevco Retail, LLt
Pro Forma Cash Available for Distribution to Spark Energy, Inc.
Less:
Tax receivable agreement paym
Income tax payable by Spark Energy, |

Pro Forma Cash Available for Distribution to Holders of Class A Common Stocl $
Aggregate annual dividends to holders of our Classmmon stock (based on targeted quarterly divdden
rate of $ per share of our Class A commonlgt{6) $

Excess (Shortfall)

(1) General and administrative expense does naidecnoneash compensation that we expect to incur goingdat pursuant to issuant
of equity awards under our lo-term incentive plar

(2) Our interest expense is based on the followingrapsions: (i) average borrowings under our new wuagktapital facility of $10 millio
with an interest rate of approximately 4.1%; (i)eeage issued letters of credit of $15 million atate of approximately 2.0%; (i
commitment fees payable to the lenders under ouranedit facility of approximately 0.5% on $35 nolh and (iv) twoyear amortizatio
of debt issuance costs of $500,000. Our estimdtdwednterest rates used in these assumptionisaaed upon the term sheet for our
credit facility.

(3) Although we have not historically incurred ncaish compensation expense, we expect that weneilk inoneash compensation expe
following the completion of this offering as a résaf equity awards that may be issued under ongderm incentive plan. Therefore,
have included nc-cash compensation expense as a deduction in aulatbn of Adjusted EBITDA

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

(5) Reflects the incurrence of estimated incrementah axpenses associated with being a publicly tradedpany of approximately $:
million, including costs associated with SEC repagrtrequirements, tax return preparation, indepehdeditor fees, investor relatic
activities, Sarbane®xley compliance, registrar and transfer agent,fd@gsctor and officer liability insurance experesed addition:
director compensation. These costs will be allatateSpark HoldCo pursuant to the management ssnagreement. Our pro for
general and administrative expense does not rafiectncremental expens

(6) Includes the payment of dividends on restricted shares of our Class A common stoeilt tie plan to issue following t
completion of the offering issued pursuant to amc-term incentive plar

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

We forecast that our cash available for distrihutioring the twelve months ending June 30, 2015%chwve refer to as the “forecast period,’
will be approximately $ million. This amdumould be sufficient to pay our targeted regulaamerly dividend of $ per share ($
on an annualized basis) on all of our Class A comstock for the twelve months ending June 30, 2015.

We are providing this financial forecast to suppdetnour historical combined financial statementsupport of our belief that Spark Hold
will have sufficient cash available for distributido make distributions to us in amounts sufficiemtallow us to pay a regular quarte
dividend on all of our outstanding shares of Clagoommon stock immediately after consummation @ tffering for each quarter during -
twelve months ending June 30, 2015, at our targgtedterly dividend rate of $ per sharefor  per share on an annualized b
Please see “—Significant Forecast Assumptidos'further information as to the assumptions weehmade for the financial forecast. Ple
see “Management’s Discussion and Analysis of Firs@ondition and Results of Operations—CriticalcAanting Policies and Estimatefs
information regarding the accounting policies weétollowed for the forecast.
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Our forecast is a forwardoking statement and reflects our judgment asiefdate of this prospectus of the conditions weseiip exist an
the course of action we expect to take during wedvie months ending June 30, 2015. It should bd tegether with our historical combir
financial statements and the accompanying notestthéncluded elsewhere in this prospectus and ‘&gament Discussion and Analysis
Financial Condition and Results of Operation&/é believe that we have a reasonable basis foe thesumptions and that our actual resu
operations will approximate those reflected in farecast, but we can give no assurance that oecésted results will be achieved.
assumptions and estimates underlying the foreaastlescribed below under “—Significant ForecastuAgstions,”are inherently uncerte
and, although we consider them reasonable as afateeof this prospectus, they are subject to & watiety of significant business, econoi
and competitive risks and uncertainties that caaldse actual results to differ materially from fsted results, including, among others
risks and uncertainties described in “Risk Factafgy of the risks discussed in this prospectushto éxtent they occur, could cause ac
results of operations to vary significantly fronogle that would enable Spark HoldCo to generataecsuit cash available for distribution
make distributions to us in amounts sufficient lova us to pay the aggregate annualized quartavigleind on all of our outstanding share
Class A common stock for the twelve months endingeB30, 2015, calculated at the quarterly dividexid of $ per share per quarte
$ per share on an annualized basis). A@oglyd there can be no assurance that the foredg#idie indicative of our future performance
that actual results will not differ materially frothose presented in the forecast. If our forecastsdlts are not achieved, we may not be at
pay a quarterly dividend to holders of our Classofnmon stock at our regular quarterly dividend lereat all. Inclusion of the forecast in t
prospectus should not be regarded as a represenistius, the underwriters or any other persontti@tesults contained in the forecast wil
achieved.

The statement that we believe that we will havdigeht cash available for distribution to allow tes pay distributions at the level sta
above for the twelve months ending June 30, 201dyld not be regarded as a representation by @sirttierwriters or any other person tha
will pay such dividends. Therefore, you are cawgnot to place undue reliance on this information.

We do not, as a matter of course, make public forasts as to future sales, earnings, or other resultg/e have prepared the followin
forecast to illustrate to investors our estimated &sh available for distribution during the forecastperiod. The accompanying foreca:
was not prepared with a view toward complying withthe guidelines established by the American Instit@ of Certified Public
Accountants with respect to prospective financialrformation, but, in our view, was prepared on a reaonable basis, reflects the be
currently available estimates and judgments, and @sents, to the best of managemestknowledge and belief, the expected course
action and our expected future financial performane. However, this information is not necessarily inidative of future results.

Neither our independent auditors, nor any other in&épendent accountants, have compiled, examined, oeqformed any procedure:
with respect to the forecast contained herein, nonave they expressed any opinion or any other formf@ssurance on such informatio
or its achievability, and assume no responsibilitjor, and disclaim any association with, the forecds

We do not undertake to release publicly after thioffering any revisions or updates to the financiaforecast or the assumptions @
which our forecasted results of operations are bade
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The following table illustrates our estimated cashilable for distribution for the twelve monthsdérg June 30, 2015.

Spark Energy, Inc.

Estimated Cash Available for Distribution

(in thousands except per share date
Revenues
Retail electricity revenue
Retail natural gas revenu
Net asset optimization revent
Total revenue
Operating Expenses
Retail cost of electricity revenu
Retail cost of natural gas revent
Total retail cost of revenut
Depreciation and amortizatic
General and administrative(
Total operating costs and expen
Operating income
Interest expense(:
Interest and other incon
Income tax expens
Net Income of Spark HoldCo, LLC
Add :
Depreciation and amortizatic
Interest expense(.
Income tax expens
EBITDA of Spark HoldCo, LLC
Less:
Net gains (losses) on derivative instrume
Net cash settlements on derivative instrum
Customer acquisition costs paid in the pe
Nonr-cash compensation exper
ADJUSTED EBITDA of Spark HoldCo, LLC
Less:
Cash interest paid(:
Nor-customer acquisition capital expenditu
Estimated Cash Available for Distribution to Spark HoldCo, LLC
Unitholders
Less:
Distributions to NuDevco Retail Holdings, LL
Distributions to NuDevco Retail, LL!
Estimated Cash Available for Distribution to Spark Energy, Inc.
Less:
Tax receivable agreement paym
Income tax payable by Spark Energy, |
Estimated Cash Available for Distribution to Holders of Class A Commor
Stock
Aggregate annual dividends to holders of our Clasemmon stock (base
on targeted quarterly dividend rate of $ per share of our Class /
common stock)(4
Excess (Shortfall)

Quarter Ending

September 3C

2014

51

49,98
13,29«

63,27

38,98:
8,774
47,75¢
3,55¢
9,00(

60,31(

2,961
282

3C
2,654

3,55¢
28¢
3C
6,521

4,83¢

1,68t

221
12t

1,33¢

December 31

2014

$

39,65!
48,067

87,71t

30,92¢

31,72:

62,64¢
4,15¢
9,00(

75,80¢

11,91%
282

30

11,59¢

4,15¢
28¢
30

16,07(

4,83¢

11,23«

221
12t

10,88¢

March 31,
2015

$ 43,66!
67,12¢

110,79:

34,05

44,30!

78,35’
4,762
9,00(

92,12(

18,67:
28t

3C
18,35¢

4,762
28¢
3C

23,43«

3,25¢

20,17¢

221
12t

$ 19,83¢

Twelve

Months

June Ending

30, June

2015 30, 201¢

$ 41,59: $174,89:

23,00: 151,48t

64,59¢ 326,37¢

32,430 136,39

15,18: 99,98:

47,61¢ 236,37¢

5,17C 17,64

9,00( 36,00(

61,78¢ 290,02¢

2,80¢ 36,35¢

284 1,13

30 12C

2,491 35,10:

5,17C 17,64

284 1,13¢

30 12C

7,97 54,00(

3,25¢ 16,18:

4,72( 37,81¢

22C 88:¢

12E 50C

$ 4,37t $ 36,43t
$ $
$ $
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(1) Includes the incurrence of estimated incrementsh @xpenses associated with being a publicly tragedpany of approximately $:
million, including costs associated with SEC repagrtrequirements, tax return preparation, indepehdeditor fees, investor relatic
activities, Sarbane®xley compliance, registrar and transfer agent,fd@gctor and officer liability insurance experesed addition:
director compensation. These costs will be allatate Spark HoldCo pursuant to the management sviagreement. General |
administrative expense does not include nash compensation that we expect to incur goingydodt pursuant to issuances of eq
awards under our lo-term incentive plar

(2) Our forecasted interest expense is based on tlwevinh assumptions: (i) anticipated average borngsiunder our new working cap
facility of $10 million with an interest rate of pximately 4.1%; (ii) anticipated average issutkrs of credit of $15 million at a rate
approximately 2.0%; (iii) commitment fees payaldehe lenders under our new credit facility of apqimately 0.5% on $35 million al
(iv) two-year amortization of debt issuance costs of $5@,00r estimates of the interest rates used irethesumptions are based u
the term sheet for our new credit facili

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

(4) Includes the payment of dividends on strieted shares of our Class A common stock thaplae to issue following the completi
of the offering pursuant to our lo-term incentive plar

Significant Forecast Assumptions

In this section, we present in detail the basisfarbelief that we will be able to fully fund otargeted quarterly dividend of $ per s
$ on an annualized basis) on all of ousSIA common stock for the forecast period with digmificant assumptions upon which -
forecast is based.

The forecast has been prepared by and is the reigildp of our management. Our forecast reflects judgment as of the date of t
prospectus of conditions we expect to exist andcitigrse of action we expect to take during the dasé period. While the assumpti
disclosed in this prospectus are notiadllusive, the assumptions listed below are thbs¢ we believe are material to our forecasted resy
operations and any assumptions not discussed hedoes deemed to not be material. We believe we haeasonably objective basis for tr
assumptions. We believe our actual results of digermwill approximate those reflected in our fast but we can give no assurance tha
forecasted results will be achieved. There likeljl e differences between our forecast and actaallts, and those differences coulc
material. If our forecast is not achieved, we may Ibe able to pay our regular targeted quartenyddind of $ per share of Clas
common stock or any other amount.

General Considerations and Risks
Customer Growth

We have estimated that we will increase our custaraent on a gross basis by an average of 15,568@mers per month during the fore:
period. This rate is based upon historic customewth rates during periods of increased customquiaiion spending. For example, throi
the first three months of 2014, we have added aqpately 18,000 customers per month of which apimaxely 11,000 were natural ¢
customers and 7,000 were electricity customerss $hbstantial increase in natural gas customeaiivielto electricity customers is basec
our recent growth in the California gas markethe first quarter of 2014. We expect this enhanoedd on natural gas customers to coni
through the second quarter of 2014. At the endhefdecond quarter we expect our natural gas amtkriely customers to be reasone
equivalent, and we have assumed approximatelydfialie growth in the forecast period will be attriéble to new natural gas customers
half of such growth will be attributable to new@lécity customers.

Customer Acquisition Strategy

Our results of operations are significantly inflaed by our customer acquisition spending, althabghimpact of increasing or reducing
customer counts on our results of operations mayocur until several months after the shift irattgy. While the time required to recoup
costs we expend to acquire new customers varieihgson contract terms and prevailing market cadit we typically recover our custor
acquisition costs within twelve months. In additiare generally begin to recognize margin
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improvements from new customer acquisitions sitvvelve months after the customer acquisition castleen incurred. Similarly, the nega
impact on our results of operations of a shift rategy to decrease customer acquisitions will o@xer time as natural customer attrit
occurs.

In 2011, we invested approximately $24 million mwing and maintaining our customer base. The esipanwas successful in expanc
our customer base by approximately 63% or 123,@@@ocners, net of attrition, in 2011. In 2012, oumer made the determination to in\
excess cash flows from our operations in otheliaffid businesses. As a result, we significantiguoed our customer acquisition cc
including completely discontinuing some marketirftaenels, and focused our efforts on integrating @piiimizing our existing expand
customer base. In addition, we took steps to deerear general and administrative expenses thronglementation of system improveme
and reduced head count to create a more efficihsaalable platform. In the year ended DecembgR312, our increased volumes resul
from the realization of prior efforts to expand awstomer base, combined with reduced customerisittqn and general and administra
costs resulted in significantly increased AdjudEBITDA as compared to prior periods.

In 2013, we continued to evaluate our customer bageigh segmentation and optimization strategidsch resulted in reduced custor
count as certain underperforming segments expextehigher attrition levels. This segmentation aodesponding customer attrition, couy.
with a decreased focus on lower margin commerciatamners in 2013, resulted in lower overall salelsimes and Adjusted EBITDA in ¢
retail segments in 2013, but enhanced gross magginnit sold.

Recognizing the growth opportunities in the retilergy space, beginning in the second quarter @B,2®&e increased our custor
acquisition spending and reactivated certain maryathannels. By the end of 2013, we had grownctietomer base by 8.3% from the
point in August of 2013. This growth trajectory hasreased through the first quarter of 2014, tesylin an increase of approximately 24.
in our customer base as of March 31, 2014 from Atgf 2013. Consistent with our historical expecienwe anticipate seeing the result
this expansion reflected in gross margins six teht& months from the acquisition date of each ¢usto

Additionally, system and process improvements ih228nd 2013 have resulted in a flexible and efficigatform that we believe will |
able to accommodate significant growth with limitttitional fixed general and administrative exgens

In addition, in early 2013, as a result of our @&sed focus on margin optimization, we shifteddtecentration of our marketing effc
from commercial customers to residential custometich we believe should result in higher loegm returns. This strategic shift has
resulted in a number of changes in our operatird) farancial results, which are continuing to belizesl and are reflected in our forec
including:

« lower volumes and revenues per customer as regtleastomers generally consume less natural gdigkctricity as compared to
commercial customer
 higher overall customer count as a result of enbdiriccus and spending on residential customer sitiqui; and

 increases in our gross margin reflecting highet omairgins associated with residential customeaspared to commercial customers,
which generally purchase larger volumes of natgaal and electricity on a lower margin ba

Seasonality of our Business

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (a) the geligranix of our customer base; (b)
relative concentration of our commodity mix; (c)atleer conditions, which directly influence the dewhdor natural gas and electricity ¢
affect the prices of energy commodities; and (djalmlity in market prices for natural gas and #leity. These factors can have material shor
term impacts on monthly and quarterly operatingiliss which may be misleading when considered datsif the context of our anni
operating cycle.
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We experience a lag between paying our accountsbb@ynd collecting on our accounts receivables Tihing difference could affect ¢
cash flows, especially during peak cycles in theteriand summer months.

In addition, natural gas accounted for approxinyad@% of our retail revenues for the year endedebdier 31, 2013, which exposes us
high degree of seasonality in our cash flows amgrme earned throughout the year as a result ofdahgng levels of customer demand.
utilize borrowing capacity to fund working capitathich includes inventory purchases from April tigh October of each year. We sell
natural gas inventory during the months of Noventhesugh March of each year.

Primarily as a result of these seasonal impactgeeeive the substantial majority of our cash ffomm operations during the first and fot
guarter of the year. For example, we generatedoappately 39% and 28% of our annual Retail Grossditain the first and fourth quarter
the year ended December 31, 2013, respectivelyexdect that the significant seasonality impacteuncash flows and income will contir
in future periods. As a result, we may reserve @iguo of our excess cash available for distributiorihe first and fourth quarters in orde
fund our second and third quarter dividends.

Cash Available for Distribution for the Third Quartof 2014

Consistent with our forecast, due to the seasgnafibur retail natural gas business, we expeaetoerate the substantial majority of
cash available for distribution in the first andufth quarters of the year. In addition, we antitépaontinuing to incur increased custo
acquisition costs over the first nine months of £0dhich is consistent with our growth strategy.asesult of seasonality and our incre:
customer acquisition costs, we may not have sefiictash available for distribution from the thagdarter of 2014 to cover the pratec
quarterly dividend for that period (calculated froine closing date of this offering through and inthg September 30, 2014). We believe
risk is mitigated by (i) our ability to borrow undeur working capital facility to pay dividends afid) the occurrence of the first divide
payment date 75 days after the end of the thirdtgquas, due to the seasonality of our operatimsanticipate generating substantial «
receipts during the fourth quarter sufficient toe@oany shortfall in cash available for distributias well as our quarterly dividend paymen
the fourth quarter.

Effectiveness of our Hedging Program

We have assumed for purposes of our forecast thdtawve effectively hedged substantially all of farecasted load, in accordance with
risk policy. While we attempt to hedge substantiall of our forecasted load, the efficacy of oiskrmanagement program may be adve!
impacted by unanticipated events and costs thaar@enot able to effectively hedge, including abrareustomer attrition and consumpti
certain variable costs associated with electrigiti reliability, pricing differences in the locaharkets for local delivery of commoditi
unanticipated events that impact supply and demsunth as extreme weather, and abrupt changes mdheets for, or availability or cost
financial instruments that help to hedge commoglitge. Failures in our hedging strategy could aslraffect our cash flow and our ability
pay dividends.

Revenues

We forecast that our total revenues for the twehamths ending June 30, 2015 will be approximat&ga4 million, as compared to $31
million for the year ended December 31, 2013 orr@afprma combined basis. We estimate that we véllehan average of approximai
308,000 customers during the forecast period, agpaced to an average of 206,194 customers durangdhr ended December 31, 2013 ar
average of 231,725 customers for the three momtsdeMarch 31, 2014. This increase in our custdpase is expected to result from
continued implementation of our strategic shift éo@/ residential customers and increased custonggrisiion spending, as described ab
Except as described below under “—Asset Optimiratiativities,” we have assumed no incremental activity or impacoor results ¢
operation for the forecast period from our asséit@pation activities.
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Retail Electricity Revenues

We forecast that our retail electricity revenuestfie forecast period will be approximately $17dilion, as compared to $191.9 million
the year ended December 31, 2013 on a pro forméioeeh basis. Our retail electricity revenues fostessumes:

« that our average number of retail electricity costos during the forecast period will be approxiryal®4,000, as compared to an
average of 124,029 customers during the year ebéedmber 31, 2013 and an average of 127,541 cusgidorghe three months ended
March 31, 2014. This anticipated increase in retigittricity customers is expected to result framiacreased customer acquisition
spending described belo

* that the average usage for a retail electricityamsr during the forecast period will be 11.0 MVile,compared to 14.7 MWh for the year
ended December 31, 2013. This anticipated decieaserage usage is based on our strategic shifisidential customers who have a
lower expected average consumption than commergsabmers

 that we will deliver approximately 1,673,600 MWhrithg the forecast period, as compared to the 118&19MWh that we delivered for
the year ended December 31, 2013. The anticipaekdse in the delivered MWh is based on our gfiaghift described above and
lower expected consumption of residential custorasrsompared to commercial custom

Retail Natural Gas Revenues

We forecast that our retail natural gas revenueshi forecast period will be approximately $15dn#lion, as compared to $125.2 milli
for the year ended December 31, 2013 on a pro feonined basis. Our retail natural gas revenues&st assumes:

« that our average number of retail natural gas custs during the forecast period will be approxiraté4,000, as compared to an
average of 82,164 customers during the year enéedber 31, 2013 and an average of 104,184 custdoreéhe three months ended
March 31, 2014. This anticipated increase in retailiral gas customers is expected to result fromnzreased customer acquisition
spending described belo

« that the average usage for a retail natural gaswes during the forecast period will be 130 MMB&s,compared to 187.5 MMBtu for
the year ended December 31, 2013. This anticipdgerkase in average usage is based on our strakefgito residential customers who
have a lower expected average consumption than eoomhcustomers

* that we will deliver approximately 20,198,300 MMBduring the forecast period, as compared to 1588Z0MMBtu we delivered for the
year ended December 31, 2013. The anticipatedarerin the delivered MMBtu is due to our expectenldase in customer count whi
is partially mitigated by our expected decreasavierage customer consumpti

Asset Optimization Activities

We have assumed that our asset optimization deswiill generate a sufficient amount of revenuesdver the cost of the demand cha
associated with our two existing nogtail transportation contracts. We estimate that ¢ost associated with these demand chargesd
forecast period will be approximately $2.6 millioks we are unable to predict when other asset dgdiion opportunities may occur, we h

not assumed any other incremental revenues or esstxiated with our asset optimization activitiést additional information, please
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Factors AffegtDur Results of Operations.”

We expect to continue to purchase natural gas menof our affiliates at the same price that SEcikes via the spot and term contrac
enters into with wholesale market participants. Ndge not forecasted any revenues associated vefie tactivities as they have no impac
our net optimization revenues due to the back-tklmature of the contractual arrangements.
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Operating Costs and Expenses

Our costs and operating expenses primarily incthdecost of revenues from natural gas and elettrievenues, general and administre
expenses, and depreciation and amortization expekiée forecast our costs and operating expensé®evaipproximately $286.6 million f
the forecast period, as compared to $284.3 milfamthe year ended December 31, 2013 on a pro faromabined basis. Our forecas
estimates are based on historical costs and opgratpenses and incorporate the following assumgtio

Retail Cost of Electricity Revenues

We estimate that our retail cost of electricityaeues for the forecast period will be approximat&lg6.4 million, as compared to $14
million for the year ended December 31, 2013 omoafprma combined basis. Our forecast is basedigtorical costs and operating expet
per MWh delivered and our estimated delivery ofragjpmately 1,673,600 MWh during the forecast peridtle decrease in the retail cos
electricity revenues is expected to result fromdowolumes of MWh delivered during the forecastigmbras compared to the year en
December 31, 2013.

Retail Cost of Natural Gas Revenues

We estimate that our retail cost of natural gagmees for the forecast period will be approximat&l®0.0 million, as compared to $8
million for the year ended December 31, 2013 omoafprma combined basis. Our forecast is basedigtorital costs and operating expet
per MMBtu delivered and our estimated delivery pp@ximately 20,198,300 MMBtu during the forecastipd. The increase in the retail ¢
of natural gas revenues is expected to result fiyher volumes of MMBtu delivered during the forscperiod as compared to the year el
December 31, 2013.

General and Administrative

We estimate that our general and administrativeeses will be approximately $36.0 million for thwdcast period, as compared to $.
million for the year ended December 31, 2013 omaafprma combined basis. Our forecast reflects agprately $3.0 million of increment
general and administrative expenses that we expeaxtur as a result of being a publicly traded pany, including costs associated with ¢
reporting requirements, tax return preparationgpehdent auditor fees, investor relations actwjt®arbane®xley compliance, registrar a
transfer agent fees, director and officer liabilitgurance expense and additional director compiensa hese costs will be allocated to Sy
HoldCo pursuant to the management services agrdeifiesse increased expenses are offset by redeesdplid to brokers on commer
accounts, which we expect to decrease during tteeést period, and reduced fees to IT contracteestal the completion of the implementa
of an outsourced, hosted billing and transactidagqgrm.

Depreciation and Amortization

We estimate thatur depreciation and amortization expense will jyperaximately $17.6 million for the forecast peri@d, compared to $1¢
million for the year ended December 31, 2013 onr@ fprma combined basis. Forecasted depreciati@h aanortization expense refle
managemen$ estimates, which are based on consistent avetegeciable asset lives and depreciation methodsod\dditionally, ou
forecasted depreciation and amortization expendedes the amortization of our forecasted custoatguisition costs described below.
amortize our customer acquisition costs over twarye

Customer Acquisition Costs

We estimate that customer acquisition costs palidbeiapproximately $16.2 million for the forecgmriod as compared to $8.3 million
the year ended December 31, 2013 on a pro formaiomah basis. The increase in customer acquisitasiscis expected to result from
increased focus on adding residential customermgluhe forecast period. A portion of these cosit be incurred in order to offset ¢
customer attrition for the forecast period. We hassumed average customer attrition for the twaleaths ended June 30, 2015 of 3.9%
month, which is consistent with the average custaatteition for the year ended December 31, 2018 l@storical norms. We have assume
acquisition cost per customer that is consistetti miir costs to acquire customers in 2013.
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I nterest Expense

We estimate that interest expense will be approteipe$1.1 million for the forecast period as congzhto $1.1 million for the year enc
December 31, 2013 on a pro forma combined basis.i@erest expense is based on the following astong (i) anticipated avera
borrowings under our new working capital facility $1.0 million with an interest rate of approximatel.1%; (ii) anticipated average iss!
letters of credit of $15 million at a rate of apgroately 2.0%; (iii) commitment fees payable to feeder under our new credit facility
approximately 0.5% on $35 million and (iv) two-yeamortization of debt issuance costs of $500,000.

Income Tax Expense Payable by Spark Energy, I nc. and Tax Receivable Agreement Payment

We estimate that income tax expense will be appraiely $120,000 for the forecast period as comp&edhs6,000 for the year enc
December 31, 2013 on a pro forma basis. Our indaxexpense is based on a federal income tax fate 0 % and taxable income of $
million. Cash paid for taxes will differ from ouingncial statement provision for income taxes pritpaue to the fact that Spark Energy, |
is entitled to tax depreciation and amortizatiomdgions attributable to amounts paid for the ie¢s in Spark HoldCo and due to o
temporary and permanent differences between ttandial and taxable income of Spark HoldCo. Comgardbpreciation and amortizat
deductions with respect to amounts paid for theradts in Spark HoldCo are not reported in thenfife statements because Spark Enu
Inc.’s acquisition of interests in Spark HoldCo is teglahs a transaction between parties under commoimotdor financial accountir
purposes.

We do not expect any payments to be made undérath&eceivable Agreement during the forecast peAdttiough we expect there to b
tax basis increase from the purchase by us of SfaltCo units from NuDevco Retail Holdings in contien with this offering, we do n
expect any payment to become due as a result sftéx basis increase until December 2015. We ewirtiat this payment will |
approximately $

Regulatory, I ndustry and Economic Factors

Our forecast for the twelve months ending June28d5 is based on the following significant assuoniirelated to regulatory, indus
economic and other factors:

« There will not be any new federal, state or loeglulatory developments regarding the portions efriltural gas or electricity industries
in which we operate, or a new interpretation of8R®g regulations, that will be materially advets®ur busines:

« There will not be any major adverse change in ausirtess, in the portions of the natural gas andriéy industries that we serve, or in
general economic conditions in the geographic atestsve serve

« There will not be any material non-performanceredd issues in relation to our suppliers, custanwerother counterparties that are
inconsistent with historical norm

« There will not be any material accidents, weattedsted incidents, unscheduled downtime or simite@mticipated events with respect to
our facilities or those of third parties on whiclke depend

» There will not be any material weather event oremde market change that would result in signifiéang-term changes to ancillary
service charges, real time prices, basis or othgtisof energy supply that could not be passedigiiréo our customer

» Although we may opportunistically pursue acquisition the future, no acquisitions have been assuorgzlirposes of this foreca:
« That market, insurance and overall economic cammtwill not change substantial
* No material changes in commaodity pricit
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Actual results could vary significantly from therégoing assumptions. Please see “Risk Factors—HRsglated to Our BusinessThe
assumptions underlying the forecast of cash aMailtdy distribution that we include in “Cash Diviug Policy” are inherently uncertain a
subject to significant business, economic, findncegulatory, and competitive risks and uncertagithat could cause our actual cash avai
for distribution to differ materially from our focast.
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CAPITALIZATION

The following table sets forth our cash and cashvedents and capitalization as of March 31, 2014:
* on a historical basis; ar

< on a pro forma, as adjusted basis to give effe(i) the transactions described under “Corporaterganization,” (ii) the sale of shares of
our Class A common stock in this offering at aruassd initial offering price of $  per share (aiis the midpoint of the range set fc
on the cover of this prospectus) and (iii) the agapion of the net proceeds from this offeringhie manner as set forth under “Use of
Proceed?

You should read the following table in conjunctiaith “Managemens Discussion and Analysis of Financial Conditiord &esults ¢
Operations” and our combined financial statementsralated notes appearing elsewhere in this pobspe

March 31, 2014
Pro Forma,
as
Historical adjusted
(in thousands, except shar
and per share data)

Cash and cash equivalel $ 4,75¢ $
Long-term debt (including current portior
Spark HoldCo New Revolving Credit Facility( $ — $ 10,00(
Note Payabl 34,00( —
Total lon¢-term debi 34,00( 10,00(
Membe’s/Stockholder Equity:
Membe’s equity $ 31,25¢ $ —
Class A common stock, par value $0.01 per sharshaces authorized or issued and outstanding
(actual); shares authorized (pronfaras adjusted); shares issued and outstandiodofna,
as adjusted —
Class B common stock, par value $0.01 per sharshares authorized or issued and outstanding
(actual); shares authorized (pronfaras adjusted); shares issued and outstandindofpna,
as adjusted —
Preferred stock, par value $0.01 per share; neestarthorized or issued and outstanding
(actual); shares authorized (pronfaras adjusted); no shares issued and outstafulimg

forma, as adjuster — —
Additional paic-in capital —

Total membe s/stockholder equity 31,25¢
Noncontrolling interes —
Total membe s/stockholder equity attributable to the Compa 31,25¢
Total capitalizatior $ 65,25¢ $

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

The information presented above assumes no exestife option to purchase additional shares byuth@erwriters, and is based on
number of shares of our Class A common stock audgtg as of , 2014, but pro forms adjusted includes restrictedes
of Class A common stock to be issued in conneatigh the closing of this offering under our lotgrm incentive plan. The table does
reflect other shares of Class A common stock reskfor issuance under our lotgrm incentive plan, which we plan to adopt in cectior
with this offering.
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DILUTION

Purchasers of the Class A common stock in thigioffewill experience immediate and substantial titiiu in the net tangible book value
share of the Class A common stock for accountimpgaes. Our net tangible book value as of March2814, after giving pro forma effect
the transactions described under “Corporate Regson,” was approximately $ million, or $  erphare of Class A common stc
Pro forma net tangible book value per share isrdeteed by dividing our pro forma tangible net wofthngible assets less total liabilities)
the total number of outstanding shares of Clasemon stock that will be outstanding immediatelippto the closing of this offering aft
giving effect to our corporate reorganization. Aftgving effect to the sale of the shares in tHfening and further assuming that we will
receive any of the estimated net proceeds, oustatjyro forma net tangible book value as of M&th2014 would have been approxima
$ million, or $ per share. This niegents an immediate increase in the net tangibdk lvalue of $ per share to our exis
shareholders and an immediate dilution (i.e., tifferénce between the offering price and the adjigtro forma net tangible book value ¢
this offering) to new investors purchasing sharethis offering of $ per share. The follogitable illustrates the per share dilution to
investors purchasing shares in this offering (assgrhat 100% of our Class B common stock has leeehanged for Class A common stock):

Assumed initial public offering price per share $
Pro forma net tangible book value per share asarth31, 2014 (after giving effect to our corporate
reorganization

Increase per share attributable to new investotisaroffering

As adjusted pro forma net tangible book value peres (after giving effect to our corporate reorgation and this
offering)

Dilution in pro forma net tangible book value pbeaee to new investors in this offeringi

&+

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

(2) If the initial public offering price were to increa or decrease by $1.00 per share, then dilutigmdrforma net tangible book value
share to new investors in this offering would egbal or $ , respectively. If thederwriters exercise their option to purct
additional shares of our Class A common stock Ih fhie net tangible book value per share afteingj\effect to the offering would |
$ per share. This represents an increasetitangible book value of $ per shareup existing shareholder and dilution in
tangible book value of $ per share to paseins in this offering

The following table summarizes, on an adjusted,fprma basis as of March 31, 2014, the total nundfethares of Class A common st
owned by existing shareholders (assuming that 1608tir Class B common stock has been exchange@liésis A common stock on a one-for
one basis) and to be owned by new investors, tia¢ ¢onsideration paid, and the average price Iparespaid by our existing shareholders
to be paid by new investors in this offering at $ , the midpoint of the range of the idipablic offering prices set forth on the cover ¢
of this prospectus, calculated before deductioastimated underwriting discounts and commissions.

Shares of Class #

Common Stock Total Consideration Average Price
Amount
Number Percent (in thousands Percent Per Share
Existing shareholders(1) % $ % $
New investors in this offerin $
Total % $ % $

(1) The net assets contributed by NuDevco will be rdedrat historical cost. The book value of the adbasition to be provided by NuDey
as of March 31, 2014 was approximately $ lioml Includes restricted shares of €lAscommon stock to be issued
connection with the closing of this offering unaerr lon¢-term incentive plar
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The data in the table includes restdictbares of Class A common stock to be issued imexdion with the closing of this offeri
under our long-term incentive plan but excludes additional shares of Class A common stodially reserved for issuance under our long
term incentive plan, based on an assumed pubkgioff price of $ per share (which is thelpaiint of the price range set forth on the ¢
page of this prospectus).

If the underwriters'option to purchase additional shares is exercisedli, the number of shares held by new investeits be increase
to , or approximately % of tio¢al number of shares of Class A common stock.
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SELECTED HISTORICAL AND UNAUDITED PRO FORMA COMBINE D FINANCIAL AND OPERATING DATA

Spark Energy, Inc. was formed in April 2014 andsloet have any historical financial operating ressuAccordingly, the accompanyi
combined financial statements have been prepamu the combined business and assets of the reastiral gas business and a
optimization activities of SEG and the retail el@ity business of SE.

The following table shows the selected historicahbined financial data as of and for the years @rdecember 31, 2012 and 2013 anc
three months ended March 31, 2013 and 2014. Tleetsel historical combined financial as of Decen#igr2012 and 2013 and for the ye
ended December 31, 2012 and 2013 has been derimedtifie audited combined financial statements &edrélated notes thereto inclu
elsewhere in this prospectus. The selected histiociembined financial data as of March 31, 2014 fimdhe three months ended March
2013 and 2014 has been derived from the unauddedensed combined financial statements and theedefetes included elsewhere in
prospectus.

The selected unaudited pro forma combined finardash presented below has been derived by thecatiph of pro forma adjustments
the historical combined financial statements inetliglsewhere in this prospectus. The selected itedugro forma combined financial d
presented below give effect to (i) our reorganmatin connection with this offering as described“@orporate Reorganization,’liY this
offering and the use of the estimated net procéeds this offering as described in “Use of Procéealsd (iii) other related transactions tc
effected at the closing of this offering, as if Butansactions had taken place on January 1, 201the case of the unaudited pro fo
combined statement of operations for each of ther yaded December 31, 2013 and the three monthsdederch 31, 2014, and as
December 31, 2013 and March 31, 2014, in the cefeanaudited pro forma combined balance sheet Becember 31, 2013 and March
2014, respectively.

You should read these tables in conjunction wittafdgement’s Discussion and Analysis of Financialdition and Results of Operations,”
which includes a discussion of factors materiaffecing the comparability of the information prased, “Organizational Structurefnd thi
historical and pro forma combined financial statetseand notes thereto included elsewhere in thesparctus. The selected unaudited
forma combined financial data is presented forrmfational purposes only. The pro forma adjustmenésbased upon available informa
and certain assumptions that we believe are rebfmriehe selected unaudited pro forma combinechfire data does not purport to repre
what our results of operations or financial positiould have been if we had operated as a publigpemy during the period presented
may not be indicative of our future performance.
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Historical Pro Forma
Three Months
Year Ended Three Months Year Ended Ended
December 31, Ended March 31, December 31 March 31,
2012 2013 2013 2014 2013 2014
(unaudited)
Statement of Income Data (in thousands;
Revenues
Retail revenues (including retail revenuestfifiates of $1,382 and $4,022 for
years ended December 31, 2012 and 2013, respgcive $199 and $1,4¢
for the three months ended March 31, 2013 and 2@%pectively $ 380,19¢ $ 316,77t $ 100,45. $ 106,55: 316,77¢  $ 106,55:
Net asset optimization revenues (including assetnigation revenues-affiliates
of $8,334 and $14,940 for the years ended DeceBhe2012 and 2013, and
$1,500 and $2,500 for the three months ended MatcR013 and 2014,
respectively, and asset optimization revenuesatfilcost of revenues of
$568 and $15,928 for the years ended Decembel032, &hd 2013,
respectively, and less than $0.1 million and $7 f@@@he three months enc
March 31, 2013 and 2014, respective (1,136) 314 (1,157) 1,62¢ 314 1,62¢
Total revenue 379,06: 317,09( 99,29¢ 108,17t 317,09( 108,17t
Operating expense
Retail cost of revenues (including retail costefenues-affiliates of $254 and
$55 for the years ended December 31, 2012 and 26843 ctively, and less
than $0.1 million for the three months ended M&th2013 and 2014,
respectively’ 279,50t 233,02t 69,99: 87,13: 233,02t 87,13:
General and administrati\ 47,32 35,02( 9,27¢ 8,11: 35,02( 8,11:
Depreciation and amortizatic 22,79¢ 16,21¢ 5,03( 2,95¢ 16,21°* 2,95¢
Total operating expens 349,62: 284,26 84,29¢ 98,20 284,26 98,20
Operating incom: 29,44( 32,82¢ 14,99¢ 9,97: 32,82¢ 9,97:
Other (expense)/incom
Interest expens (3,369) (1,719 (3849) (313) (1,139 (281)
Interest income and other incor 62 358 11 70 358 7C
Total other (expenses)/incor (3,30)) (1,367) (379) (243 (780) (211)
Income before income tax exper 26,13¢ 31,46¢ 14,62F 9,72¢ 32,04¢ 9,761
Income tax expens 46 56 14 32
Net income $ 26,09 $ 31,410 14,61: $ 9,69 $
Net income attributable to n- controlling interes
Net income attributable to stockhold: $
Pro forma net income per common st
Basic
Diluted
Weighted average proforma common shares outstal
Basic
Diluted
Balance Sheet Data (in thousands, at period enc
Current assel $ 104,24¢ $ 101,29: $ 120,52 $
Total liabilities 67,97¢ 73,16( 97,38¢
Total liabilities and membe’ equity 129,27¢ 109,07 128,64l
Cash Flow Data (in thousands)
Cash flows from operating activiti $  44,07¢ $  44,48( $ 17,86¢ $  6,20¢
Cash flows used in investing activiti (1,649 (2,48)) (93) (787)
Cash flows used in financing activiti (39,909 (42,369 (22,239 (7,85€)
Other Financial Data (in thousands)(1):
Adjusted EBITDA(1) $  40,65¢ $ 33,53 $ 19,04¢ $ 12,51 $
Retail gross margin(l 93,21¢ 81,66¢ 31,74( 20,87 81,66¢ 20,87:
Other Operating Data:
Customer: 237,43t 210,55¢ 215,71! 240,99: 210,55¢ 240,99.
Natural gas volumes (MMBtt 17,527,25 15,920,80 6,994,62' 6,790,88 15,920,80 6,790,88.
Electricity volumes (MWh' 2,698,08. 1,829,15 478,42¢ 382,03! 1,829,15 382,03!

(1) Adjusted EBITDA and retail gross margin are +@AAP financial measures. For a definition and aonediation of each of Adjusted EBITDA and retailogs margin to their mc
directly comparable financial measures calculatetimesented in accordance with GAAP, pleas¢‘Prospectus Summée—Non-GAAP Financial Measure”
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MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should bedr#aconjunction with the Selected Historical and Unaudited Pro Forma Comd
Financial and Operating Da” and the accompanying combined financial statemantsrelated notes included elsewhere in this progs
The following discussion contains forwaabking statements that reflect our future plangtireates, beliefs and expected performance
forward-looking statements are dependent upon events, aisksincertainties that may be outside our conttlr actual results could diff
materially from those discussed in these forwlaaking statements. Factors that could cause ottrdmute to such differences include, but
not limited to, market prices for retail natural gaand electricity, economic and competitive condgj regulatory changes and ot
uncertainties, as well as those factors discussg#dvb and elsewhere in this prospectus, particulamlyRisk Factors” and “Cautionary Not
Regarding ForwarrLooking Statements,” all of which are difficult poedict. In light of these risks, uncertaintiesdassumptions, the forward-
looking events discussed may not occur. We do mdérteke any obligation to publicly update any fardrlooking statements except
otherwise required by applicable law.

Overview

We are a leading independent retail energy sernvioespany founded in 1999 that provides residergiadl commercial customers
competitive markets across the United States witlalgernative choice for their natural gas andtelety. We purchase our natural gas
electricity supply from a variety of wholesale piders and bill our customers monthly for the delwef natural gas and electricity basec
their consumption at either a fixed or variapkice. Natural gas and electricity are then distiil to our customers by local regulated u
companies through their existing infrastructure.

As of March 31, 2014, we operated in 46 utilityvées territories across 16 states and had appragigna22,500 residential customers
18,500 commercial customers, which translates &r &83,000 residential customer equivalents (“REEA&Hh RCE is an industry stand:
measure of natural gas or electricity usage wittheRCE representing annual consumption of 100 MMiftuatural gas or 10 MWh
electricity.

We operate these businesses in two operating seégmen

» Retail Natural Gas Segme. We purchase natural gas supply through physighfiaancial transactions with market counterpartd
supply natural gas to residential and commerciasamers pursuant to fixed-price, variable-price fieidrate contracts. For the year
ended December 31, 2013, approximately 40% of etailrevenues were derived from the sale of nhgas. We also identify wholesale
natural gas arbitrage opportunities in conjunctigtin our retail procurement and hedging activitiehjch we refer to as asset
optimization. These opportunities can include fimizing the unused portion of storage and trartsgion assets that are allocated to us
by the local regulated utility to support our rétaad; (ii) capturing physical arbitrage opportiigs using short or longerm transportatic
capacity; and (iii) maximizing our credit capadity purchasing gas from affiliates and third partiad selling it at the same location to
counterparties for whom we normally purchase reigiply.

» Retail Electricity Segmel. We purchase electricity supply through physical financial transactions with market counterpartd ISOs
and supply electricity to residential and comméretasumers pursuant to fixed-price and variablegpcontracts. For the year ended
December 31, 2013, approximately 60% of our retaienues were derived from the sale of electri

Spark Energy, Inc.

Spark Energy, Inc. was formed in April 2014 andsloet have any historical financial operating ressurhe following discussion analy:.
our historical combined financial condition anduks of operations, which is the combined businessed assets of the retail natural
business and asset optimization activities of SBE® the retail electricity business of SE. SE an@& Sife the operating subsidiaries thrc
which we have historically operated our retail giyelbusiness and are currently commonly controlledNoDevco Partners, LLC. All of tl
ownership interests in each of SE and SEG willdrgributed to Spark HoldCo prior to the completadrthis offering.
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Spark Energy, Inc. will be a holding company wheske material assets will consist of a managing bership interest in Spark Hold
and approximately of the outstagdBpark HoldCo units with the remaining Spark Hald@hits being held by NuDevco. Sp
Energy, Inc. will be the managing member of Spadtd€o, will be responsible for all operational, mgement and administrative decisi
relating to Spark HoldCo’s business and will coitaik the financial results of Spark HoldCo andsitbsidiaries.

Factors Affecting Our Results of Operations

Our Ability to Grow Our Busines€ustomer growth is a key driver of our operatiohe attempt to grow our customer base by offe
customers competitive pricing, price certainty ogemn product offerings. In addition, we intend ffepbundled products in the third quarte
2014. We manage growth on a marketrbgrket basis by developing price curves in eacthefmarkets we serve and comparing the m
prices to the price the local regulated utilitpféering. We then determine if there is an oppaitiuim a particular market based on our abilit
create a competitive product on economic termsdaasfies our profitability objectives. We develmarketing campaigns using a combina
of sales channels, with an emphasis on doateim- marketing and outbound telemarketing giverr thexibility and historical effectivenes
We identify and acquire customers through a var@tydditional sales channels, including our inlbuwustomer care call center, on
marketing, email, direct mail, affinity programsirett sales, brokers and consultants. Our marketéagn continuously evaluates
effectiveness of each customer acquisition chaanélmakes adjustments in order to achieve desitestly and profitability targets.

A key component in our ability to grow our businégssnanagement of customer acquisition costs, whieltapitalize and amortize ove
24-month period. We attempt to maintain a discipliapgroach to recovery of our customer acquisitiosstcwithin defined periods. We fac
in the recovery of customer acquisition costs itedaining which markets we enter and the pricingaf products in those markets. While
time required to achieve payback relative to thstcaeve expend to acquire new customers varies hgsaa contract terms and prevail
market conditions, we generally realize the ecomobanefits of new customer acquisition in less tbhaa year. Accordingly, our results
operations are significantly influenced by our oasér acquisition spending. For example, increasistbmer acquisition spending in 2011
a factor that led to increased profitability in 20However, our 2013 results were negatively impadiy our strategic initiative in 2012
reduce customer acquisition spending and to opéiroizr customer base, following a determination by @vner to invest excess cash fl
from our retail operations in other affiliated ussses. Similarly, since the third quarter of 288 have spent significant amounts on cust
acquisition costs and we expect to realize the fiteafethis spending beginning in 2014.

Our Ability to Manage Customer AttritionAverage customer attrition for the year endedddduer 31, 2013 and the three months e
March 31, 2014 was approximately 3.6% and 4.1%peaebvely. This attrition was primarily due to: @lustomer initiated switche
(ii) residential moves and (iii) customer paymeefadilts. We evaluate our customers and offer prisdacd pricing to manage our attrit
rates and maximize customer lifetime value.

Market Regulation and OversightWe operate in the highly regulated natural gas electricity retail sales industry. Regulationsynie
revised or reinterpreted or new laws and regulatioray be adopted or become applicable to us opparations. Such changes may ha
detrimental impact on our business either by makingore costly to operate in that state or by iftgaus to shift our focus to other states.

Weather Conditions Weather conditions directly influence the demdad natural gas and electricity and affect the gsiof energ
commodities. Our hedging strategy is based on &mted customer energy usage, which can vary suladiigas a result of weather patte
deviating from historical norms. We are particulaskensitive to this variability because of our emtrsubstantial concentration and focu
growth in the residential customer segment in whédergy usage is highly sensitive to weather camitthat impact heating and cool
demand. The extreme weather patterns during th8 20l 2014 winter season caused commodity demathgpiéres to rise significant
beyond industry forecasts. As a result, the retadrgy industry generally charged higher pricei¢stoariableprice customers and was sub
to decreased margins on fixpdee contracts due to unanticipated increaseslimmetric demand that had to be purchased in tbersprket &
high prices.
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Commodity Price Risk and Effectiveness of our Rlakagement ProgramiVe hedge and procure our energy requirements framouw
wholesale energy markets, including both physical financial markets, through short-term and légign contracts. Our financial results
largely dependent on the difference between pratewhich we purchase and resell natural gas andrieiey. We actively manage ¢
commodity price risk. Our commodity risk managemstrategy is designed to hedge substantially albwf forecasted natural gas .
electricity volumes on our fixed-price customer trants as well as a portion of the near-term volsioe our variablg@rice customer contrac
We are required to deliver our wholesale energyagbus utility load zones for electricity and \@rs city gates for natural gas. We manag
exposure to short-term and loterm movements in wholesale energy prices by hedgaing a variety of derivative instruments. Ouddiac
strategy is based on a number of variables andhatgs, including weather patterns, changes in cafityngrices, assumptions regard
attrition and changes in weathedated volumetric demand. If the actual attritamdemand from our customers differs significarftym oul
projections, we may be exposed to overhedged cedged volumes. If the market price of natural gaslectricity increases or decreases 1
the original hedge price, we may realize a corredpm loss or gain.

We are exposed to basis risk in our operations wherommodities we hedge are sold at differeriveisl points from the exposure we
seeking to hedge. For example, if we hedge ourralaias commodity price with Chicago basis but pdaissupply must be delivered to
individual delivery points of specific utility sysins around the Chicago metropolitan area, we gresex to basis risk between the Chic
basis and the individual utility system deliveryimie. These differences can be significant frometita time, particularly during extren
unforecasted cold weather conditions. Similarlycéntain of our electricity markets, customers gy load zone price for electricity, so if
purchase supply to be delivered at a hub, we mag hasis risk between the hub and the load zomtrieiey prices due to local congestion 1
is not reflected in the hub price. We attempt tddeebasis risk where possible, but hedging instnisnare sometimes not economically fea:
or available in the smaller quantities that we fexju

Because natural gas accounted for approximately @f084r retail revenues for the year ended Decer@8beP013 and is a key componer
the wholesale price of electricity, our operatiegults are heavily impacted by price movementsainnal gas. Price volatility in the natural
market generally exceeds volatility in most eneagg other commodity markets. Changes in markeegrior natural gas and electricity r
result from many factors that are outside of ountad. Please see “Risk Factors—Risks Related to Business—We are subject
commodity price risk.”

We incur monthly ancillary service charges and cépacosts in the electricity sector. For instantes ISOs charge all retail electric
providers for monthly reserves that the ISO deteawiare necessary to protect the integrity of titk §Ve attempt to estimate such amo
but they are difficult to estimate because theydrarged in arrears by the 1SOs and are subjefti¢dtuations based on weather and ¢
market conditions. Many of the utilities we senisoaallocate natural gas transportation and stoeagets to us as a part of their compe
choice program. We are required to fill our allechistorage capacity with natural gas, which createaamodity supply and price ri
Sometimes we cannot hedge the volumes associatedheise assets because they are too small comigatieel much larger bulk transact
volumes required for trades in the wholesale maskétecause it is not economically feasible toa@lo s

In addition to our supply costs, we incur costshsas RECs, ancillary services charges, ISO feesiarsbme markets, transmission cc
which we estimate and incorporate into the pri@hgur offered contracts. To the extent our estésatre incorrect, we may incur costs tha
are unable to pass along to our customers.

SeasonalityOur overall operating results fluctuate substalytiah a seasonal basis depending on: (i) the gpbgramix of our custom:
base; (ii) the relative concentration of our comihodix; (iii) weather conditions, which directhnfluence the demand for natural gas
electricity and affect the prices of energy comrtiedj and (iv) variability in market prices for nedl gas and electricity. These factors can
material shorterm impacts on monthly and quarterly operatingilteswhich may be misleading when considered datsf the context of o
annual operating cycle.
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Our accounts payable and accounts receivable gracted by seasonality due to the timing differermstsveen when we pay our suppl
for accounts payable versus when we collect fromoustomers on accounts receivable. We typically @ar suppliers for purchases o
monthly basis. However, it takes approximately twonths from the time we deliver the natural gaglectricity to our customers to the ti
we collect from our customers on accounts receg@vatttributable to those supplies. This timing ddfece could affect our cash floy
especially during peak cycles in the winter and m@mmonths.

Natural gas accounts for approximately 40% of @tail revenues, which exposes us to a high dedgreeasonality in our cash flows ¢
income earned throughout the year as a resultedfitth concentration of heating load in the wimtemths. We utilize a considerable amout
cash from operations and borrowing capacity to faodking capital, which includes inventory purcha$®mm April through October each ye
We sell our natural gas inventory during the momihdNovember through March of each year. We expleat the significant seasona
impacts to our cash flows and income will continmduture periods. For example, we generated apprately 39% and 28% of our ann
Retail Gross Margin in the first and fourth quaéthe year ended December 31, 2013. As a regelintend to reserve a portion of our ex
cash available for distribution in the first andifth quarters in order to fund our second and tirdrter dividends.

Electricity consumption is typically highest duritige summer months due to cooling demand, howéagrinicrease in volumes does
typically impact our overall profitability as th@st of electricity typically also increases in tianmer months.

Asset Optimization and Certain Long-term Contrag¥e contract for term transportation capacity inreetion with our asset optimizati
activities which obligates us to pay demand chatgdhe relevant counterparty. For 2014, we arégatéd to pay demand charges for ce
transportation assets of approximately $2.6 millidthough these demand payments will decrease tiwe, the related capacity agreem
extend through 2028. Prior to 2013, we entered s®teeral hedging transactions associated withcdgiscity. As a result of weatheztatec
pipeline transportation constraints, our hedgimgtegyy for the winter of 2012 through 2013 on oh#hose transactions involving interrupti
transportation resulted in losses that were re@aghin late 2012 and 2013. We have since revisediskipolicies such that this busines
limited to back-toback purchase and sale transactions, or open@usiiubject to our aggregate net open positionidjmihich are not held f
a period longer than two months. Further, all addé#l capacity procured outside of a utility alldoa of retail assets must be approved by
risk committee, hedges on our firm transportatibligations are limited to two years or less anddiegl of interruptible capacity is prohibited.

Asset optimization opportunities primarily ariseridg the winter heating season when demand forrabgas is the highest. As such,
expect the majority of our asset optimization geofio be made in the winter. Given the opportunistature of these activities we \
experience variability in our earnings from ouredsgptimization activities from year to year. Agsle activities are accounted for using marl
to-market accounting, the timing of our revenueggition may differ from the actual cash settlement

Retail Contract TypesWe offer both fixed-price contracts and variapl&e contracts, which we believe enables us toelse overe
customer lifetime value. Fixegrice contracts provide consumers with price ptiiacagainst increases in natural gas and eletyicices witt
terms of up to three years. Incorporated into thleuation of our fixed prices are also prevailiniging charges, switching fees, volume
conversion rates and other charges. Though wedsisedl in advance of future changes in these itlmosigh tariff filings and notices by t
local regulated utility, changes in these charfgss, rates and other charges could occur beferéetmination date of our current fixgdice
contracts. We cannot pass through those additicosis to customers on fixgutice contracts, which would negatively impact pobgc
margins on those contracts. With respect to ourabbaprice contracts, we are generally able to passutiirancreased costs; howe
customers may terminate these contracts at anyitithey are not satisfied with the current raténgecharged. In addition, we may decide
to pass through the entire cost of significant cardity price increases in a given monthly periocgtoid excessive customer complaints
attrition.

67



Table of Contents

We had approximately 113,000 customers under fptok contracts and 128,000 customers under varafiie contracts as of March .
2014. As of March 31, 2014, approximately 111,0@ercustomers who purchase natural gas and ap@t@timl 30,000 were customers v
purchase electricity.

Timing of Hedge Settlementa. addition to the volatility described above, wauld incur volatility from quarter-tgquarter associated w
gains and losses on settled hedges relating taatagas held in inventory if we choose to hedge shexmerwinter spread on our ret
allocated storage capacity. Inventory is typicallyrchased and stored from April to October and avalwvn from storage from Noveml
through March. Since a portion of the inventoryised to satisfy delivery obligations to our fixedee customers over the winter months
hedge the associated price risk using a combinatffoNYMEX and basis derivative contracts. Any gamrslosses associated with set
derivative contracts are reflected in the staterné&operations for the period in which the contrsettles as a component of cost of revenues.

Customer Credit Riskn many of the utility services territories where wonduct business, POR programs have been eb&hliwhereh
the local regulated utility offers services forlinify the customer, collecting payment from the oostr and remitting payment to us. 1
service results in substantially all of our credik being linked to the applicable utility and riotour enddse customer in these territories.
the year ended December 31, 2013, approximately di7%ur retail revenues were derived from terrgerin which substantially all of ¢
credit risk was directly linked to local regulatetility companies, all of which had investment geadtings as of such date. During the <
period, we paid these local regulated utilitiesedighited average discount of less than 1.0% of teta#nues for customer credit risk. In cet
of the POR markets in which we operate, the wsitiimit their collections exposure by retaining #bility to transfer a delinquent accc
back to us for collection when collections are phst for a specified period. If our collection effoare unsuccessful, we return the accot
the local regulated utility for termination of sem. Under these service programs, we are expaseckdit risk related to payment for serv
rendered during the time between when the cust@rtesinsferred to us by the local regulated utidibd the time we return the customer tc
utility for termination of service, which is genélyaone to two billing periods. We may also realiadoss on fixegyrice customers in tr
scenario due to the fact that we will have alrefdly hedged the customer’expected commodity usage for the life of the et We
recorded accounts receivable from POR markets 2fl$aillion and $25.1 million in accounts receivalbin the combined balance sheets
December 31, 2013 and 2012, respectively.

In nonPOR markets (and in POR markets where we may chtoatieect bill our customers), we manage custoonedit risk through form.
credit review, in the case of commercial customansl credit screening, deposits and disconnectiondnpayment, in the case of resider
customers. Our bad debt expense for each of theeywed December 31, 2013 and the three monthslévidech 31, 2014 was less than 1
of retail revenues. Economic conditions may affaatand our customerability to pay bills in a timely manner, which cduhcrease custonr
delinquencies and may lead to an increase in bhdedpense.

How We Evaluate Our Operations

Adjusted EBITDA We define “Adjusted EBITDA'as EBITDA less (i) customer acquisition costs imedrin the current period, (ii) net g
(loss) on derivative instruments, (iii) net currgrdriod cash settlements on derivative instrumgitnon-cash compensation expense
(v) other noneash operating items. EBITDA is defined as net inedefore provision for income taxes, interest espeand depreciation &
amortization. We deduct all current period customequisition costs in the Adjusted EBITDA calcubatibecause such costs reflect a
outlay in the year in which they are incurred, etlemugh we capitalize such costs and amortize tbeen 24 months in accordance with
accounting policies. The deduction of current pgroustomer acquisition costs is consistent with hog manage our business, but
comparability of Adjusted EBITDA between periodsyntee affected by varying levels of customer acdioisicosts. We deduct our net ge
(losses) on derivative instruments, excluding aurperiod cash settlements, from the Adjusted EBATdalculation in order to remove the non.
cash impact of net gains and losses on derivatisgliments. Although we have not historically imedrnoneash compensation expense,
expect that we will incur nonash compensation expense following the complatiothis offering as a result of equity awards thaty be
issued under our long-term incentive plan.
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We believe that the presentation of Adjusted EBITPwvides information useful to investors in assegur liquidity and financii
condition and results of operations and that A@id€EBITDA is also useful to investors as a finahitidicator of a companyg’ ability to incu
and service debt, pay dividends and fund capitpkegitures. Adjusted EBITDA is a supplemental fitiahmeasure that management
external users of our combined financial statemesutsh as industry analysts, investors, commebeiaks and rating agencies, use to asse
following, among other measures:

< our operating performance as compared to otheighyldaded companies in the retail energy indystrighout regard to financing
methods, capital structure or historical cost he

« 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 sehats.

For a more detailed description of Adjusted EBITD#cluding a reconciliation to its most direct fiv@al measures calculated in accord:
with GAAP, please see “Prospectus Summary—Non-GA&KRncial Measures.”

Retail Gross MarginWe define retail gross margin as operating incoass [(i) depreciation and amortization expensesgéiieral an
administrative expenses, (iii) net asset optimimatievenues, (iv) net gains (losses) on derivatigeruments, and (v) net current period ¢
settlements on derivative instruments. Retail groasgin is included as a supplemental disclosucateee it is a primary performance mea
used by our management to determine the performahoar retail natural gas and electricity businbgsremoving the impacts of our as
optimization activities and net non-cash incomeg)ampact of our economic hedging activities. Asradicator of our retail energy business
operating performance, retail gross margin shootdoe considered an alternative to, or more medmitigan, operating income, as determi
in accordance with GAAP.

General Trends and Outlook
Product Innovation

We expect to see continued innovation in produatsagreater emphasis on bundled offers in thé extargy industry. We intend to be
offering bundled products in the third quarter 6fL2. Many retail energy providers have begun affgtoundled products and utilizing co-
marketing relationships in order to provide custmsneith a variety of services at lower prices anithvihe convenience of a single billi
system. For example, we recently entered into asemgent to offer customers the option to bundlé tergy services with other prodt
such as surge and line protection through ouricgiship with Cross Country Home Services. We alaeeha camarketing relationship wi
DirecTV in which we co-market their services to sustomers. At present, these products and serdwest generate material earnings.

The industry is also seeing an increased intere&distributed generationalternatives, in which end users are able to relytheir owr
generation capabilities for all or a part of thelectricity needs. Home solar programs are a psindiaiver of this trend. Energy efficien
products such as smart thermostats and remote elstatrprogramming that give the consumer the gtiitchange settings during npeal
usage periods are also being integrated into toadit retail energy offerings.

Environmental Awareness

We believe consumer demand for environmentallynfiig alternatives has and will continue to shape direction of the retail ener
industry. For example, we offer renewable and carbeutral (“green”)products in certain markets. Green energy prodamtsa growin
market opportunity and typically provide increasgit margins as a result of improved customer feati|on and less competition. Renew:
electricity products allow customers to chooseteldty sourced from wind, solar, hydroelectric abidfuel sources, through the purchas
renewable energy credits (“RECsQarbon neutral products give customers the optioretluce or eliminate the carbon footprint assec
with their energy usage through the purchase dfarapffset credits. These products typically previdr fixed or variable prices and gener
follow the terms of our other products with the eddbenefit of carbon reduction and reduced enviemtal impact. We currently off
renewable electricity in all of our electricity nkats and carbon neutral natural gas in severaliohatural gas
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markets. We have also begun to partner with soldradher green energy providers in order tarearket our respective green energy serv
We believe increasing consumer demand for greerggmnell continue, and we believe our flexible busss model positions us well to
these demands.

Changes in Regulations

We are subject to regulatory scrutiny in all of anarkets. A number of public utility commissionsthre northeast are investigating
impact of the harsh weather conditions during tB&32014 winter season on consumers in their terrisodee to the number of consul
complaints attributable to high bills for the wintgeason and are urging FERC to investigate cirtaimaes during that period in wholes
energy markets. Several states are evaluating mmhosiure standards for varialpeice products. We anticipate that public utilignemission
in these regions may in the future adopt new oisegl/regulations in response to these customerglatts that could have a negative im|
on our business prospects in these regions.

Customer Growth

According to the EIA, over the last decade, redidématural gas accounts served by competitiverggneetailers have grown frc
approximately 3.8 million to approximately 6.6 rioh (5.6% CAGR) and noresidential electricity accounts have grown fronpragimately
433,944 to approximately 837,365 (4.8% CAGR). Adang to DNV GL, over the last decade, residentiglcicity accounts served
competitive electricity suppliers have grown froppeoximately 2.3 million to approximately 16.2 rolh (21.8% CAGR) and noresidentie
electricity accounts have grown from approximatnhg,000 to approximately 2.8 million (19.6% CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yearoas all competitive energy mark
continues to maintain a substantial pace. Custagnewth and licensing activity is projected to comg experiencing growth, fueled
increased consumer awareness, changing utilitgg@and product innovation, as well as a favoradgilatory policy environment. As a res
management believes there is a significant oppiytdior competitive retailers to gain market shaseoffering consumers innovative prod
options, providing excellent customer service agndiag as a competitive choice for their energypsyp

Fragmentation and Consolidation of Market

We believe that favorable market conditions, inolgdower natural gas and electricity prices and fesidential customer penetration, h
led to an increase in the number of energy retilerthe United States. The vast majority of theee entrants are small regional ent
retailers, which often experience rapid customemgn but have not historically had reliable accessapital or economies of scale to sup
this growth over the longer term or react to chaggiommaodity price environments. According to DNV, ®5 residential electricity retaile
were active as of June 2013, approximately 77% ¢5@yhich had fewer than 300,000 electricity custosy and approximately 55% (36
which had fewer than 100,000 customers.

According to DNV GL, market consolidation among tlaege number of competitive electricity retailarsntinues at a growing pa
Twentytwo acquisitions of electricity retailers, somewdfich also provide natural gas, and similar typlesvenership transfers were comple
from January 1, 2013 to September 30, 2013. Manageipelieves that the current environment of snmallate energy retailers prese
significant acquisition opportunities to consolielamaller retailers into our larger and more sdelptatform and increase market share.

Natural Gas Market

Natural gas prices are driven by a number of vée@micluding demand from the industrial, residaintand electric sectors, producti\
across natural gas supply basins, costs of nagaslproduction, changes in pipeline infrastructarg] the financial and hedging profile
natural gas consumers and producers. In 2013, gevevatural gas prices at Henry Hub were 31% hititear 2012. Although supply contint
to increase, reflecting increased production froainty the shale basins, winter weather and deliggstem constraints in January 2014 ca
natural gas within several northeastern marketsatte in excess of $100/MMbtu for short period$ime. Prolonged or unanticipated incree
natural gas prices can erode our retail gross mangiboth our natural gas and electricity sales.

70



Table of Contents

Factors Affecting Comparability of Historical Financial Results

Tax Receivable Agreemefte Tax Receivable Agreement will provide for tleyment by Spark Energy, Inc. to NuDevco of 85%hefne
cash savings, if any, in U.S. federal, state awdllncome tax or franchise tax that Spark Enehgy, actually realizes (or is deemed to re:
in certain circumstances) in periods after thi®offg as a result of (i) any tax basis increasssltiag from the purchase by Spark Energy,
of Spark HoldCo units from NuDevco Retail Holdirg$or to or in connection with this offering, (&ny tax basis increases resulting fromr
exchange of Spark HoldCo units for shares of Cdeasemmon stock pursuant to the Exchange Rightésulting from an exchange of Sp
HoldCo units for cash pursuant to the Cash Optaom) (i) any imputed interest deemed to be paidi®ys a result of, and additional tax k
arising from, any payments we make under the TaoeRable Agreement. In addition, payments we maildeuthe Tax Receivable Agreernr
will be increased by any interest accrued fromdhbe date (without extensions) of the correspondéxgreturn. We will record 85% of t
estimated tax benefit as an increase to amountabp@ayinder the Tax Receivable Agreement as aitiabfee ‘Certain Relationships a
Related Party Transactions—Tax Receivable Agreefhent

Executive Compensation Programs described in “Executive Compensation—Compensdtollowing this Offering,”concurrently witl
this offering, we expect to grant restricted staoks to certain of our officers and employees gdlat an aggregate of $ million undet
longterm incentive plan. It is expected that the ihitiestricted stock unit awards to our Chief ExeoaitOfficer and our named execul
officers (as well as certain of our employees) wdkt ratably over four years. Accordingly, assugriney all vest in accordance with tt
vesting schedule, this grant of restricted stociksuwill result in a charge to our income statemein$ million in 2014, $ million
each of 2015, 2016 and 2017, and $ ianilin 2018. Although we have not historically pa&iguity compensation, we expect that, g
forward, equity will comprise a portion of our coemsation program. We cannot, however, predict theuat of future equity awards or
effect of any potential equity awards on our odezampensation structure and, as a result, carowoirately predict the effects of future eq
compensation on our financial statements or futeselts of operations.

Asset Optimization Busines®Ve contract for term transportation capacityonmection with our asset optimization activitiesigthobligate
us to pay demand charges to the relevant countgrgaor 2014, we are obligated to pay demand clsafgecertain transportation asset
approximately $2.6 million. Although these demarayments will decrease over time, the related capagreements extend through 2(
Prior to 2013, we entered into several hedgingstations associated with this capacity. As a resfulteatherrelated pipeline transportati
constraints, our hedging strategy for the winteR@12 through 2013 on one of those transactionsiing interruptible transportation resul
in losses that were recognized in late 2012 an®20de have since revised our risk policies such tiia business is limited to back-ack
purchase and sale transactions, or open posititiject to our aggregate net open position limitsiclv are not held for a period longer t
two months. Further, all additional capacity prazlioutside of a utility allocation of retail assetsist be approved by our risk commit
hedges on our firm transportation obligations amétéd to two years or less and hedging of intetihle capacity is prohibited.

Asset optimization opportunities primarily ariseridg the winter heating season when demand forrabgas is the highest. As such,
expect the majority of our asset optimization gsofo made in the winter. Given the opportunistitune of these activities we will experie
variability in our earnings from our asset optintiaa activities from year to year. As these aci@gtare accounted for using markr@arke
accounting, the timing of our revenue recogniticayrdiffer from the actual cash settlement.

Public Company Cost&Ve expect that we will incur incremental generadl administrative (“G&A”)expenses as a result of this offer
Specifically, we will incur certain expenses retht® being a publicly traded company, including tsoassociated with SEC report
requirements, tax return preparation, independadit@ fees, investor relations activities, Sarlsa@&ley compliance, registrar and tran:
agent fees, director and officer liability insurarexpense and additional director compensationsd kests will be allocated to Spark Holc
pursuant to the management services agreement.
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Financing.The total amounts outstanding under our prior ¢riedility as of December 31, 2013 and March 311.£20nclude amounts us
to fund equity distributions to our common contoalner to fund operations of an affiliated compafdg.such, historical borrowings under
prior credit facility may not provide an accuratelication of what we need to operate our naturalagal electricity business.

Historical Financial and Operating Data

The following table shows our summary combineddrisal financial data, for the fiscal years endest®mber 31, 2012 and 2013 and
three months ended March 31, 2013 and 2014. Thanfiolg table should be read in conjunction witelected Historical and Unaudited
Forma Combined Financial and Operating Data.”

Historical

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

2012 2013
(unaudited)
Statement of Operations Data (in thousands’
Revenues
Retail revenues (including retail revenues—affdsmbf $1,382 and $4,022 for the
years ended December 31, 2012 and 2013, respgctrel less than $0.1 millic
and $1,489 for the three months ended March 313 20t 2014, respectivel $ 380,19 $ 316,77¢ $ 100,45: $ 106,55:
Net asset optimization revenues (including assenigation revenues-affiliates of
$8,334 and $14,940 for the years ended Decemb&@032, and 2013, and $1,500
and $2,500 for the three months ended March 313 20 2014, respectively,
and asset optimization revenues affiliate cosewénues of $568 and $15,928 for
the years ended December 31, 2012 and 2013, rasgcand less than $0.1
million and $7,900 for the three months ended M&th2013 and 2014,

respectively’ (1,130 314 (1,15) 1,62¢
Total revenue 379,06 317,09( 99,29¢ 108,17t

Operating expense
Retail cost of revenues (including retail costefenuesffiliates of $254 and $55 f
the years ended December 31, 2012 and 2013, rasgcénd less than $0.1

million for the three months ended March 31, 2048 2014, respectively 279,50t 233,02¢ 69,99: 87,13:
General and administrati\ 47,32 35,02( 9,27t 8,11:
Depreciation and amortizatic 22,79¢ 16,21 5,03( 2,95¢

Total operating expens 349,62. 284,26: 84,29¢ 98,20
Operating incom: 29,44( 32,82¢ 14,99¢ 9,97:
Other (expense)/incom

Interest expens (3,369) (1,719 (389 (313)

Interest income and other incoi 62 358 11 70
Total other (expense)/incon (3,309 (1,367 (379) (247)

Income before income tax exper 26,13¢ 31,46¢ 14,62¢ 9,72¢
Income tax expens 4€ 56 14 32
Net income $ 26,09 $ 31,41 $ 14,61. $ 9,697
Other Financial Data:
Adjusted EBITDA(1) $  40,65¢ $ 33,53¢ $ 19,04¢ $ 12,51
Retail gross margin(1 $ 93,21¢ $ 81,66¢ $ 31,74( $ 20,87:
Other Operating Data:
Customer acquisition cos $ 6,327 $ 8,251 $ 22 $ 5,221
Customer: 237,43( 210,55¢ 215,71! 240,99.
Natural gas volumes (MMBItt 17,527,25 15,920,80 6,994,622 6,790,88.
Electricity volumes (MWh 2,698,08 1,829,15 478,421 382,03!

(1) Adjusted EBITDA and retail gross margin are #®AAP financial measures. For a definition and aonediation of each of Adjusted EBITDA and retailogs margin to their mc
directly comparable financial measures calculatetimesented in accordance with GAAP, pleas¢‘Prospectus Summe—Non-GAAP Financial Measure”
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Combined Results of Operations

Our results of operations are significantly inflaed by our customer acquisition spending, althabghimpact of increasing or reducing
customer counts on our results of operations mayocur until several months after the shift irastgy. While the time required to recoup
costs we expend to acquire new customers variesihgson contract terms and prevailing market cadit we typically recover our custor
acquisition costs within twelve months. In additiere generally begin to recognize margin improvetsiérom new customer acquisitions
to twelve months after the customer acquisitiort é@s been incurred. Similarly, the negative impatbur results of operations of a shit
strategy to decrease customer acquisitions willlooger time as natural customer attrition occurs.

In 2011, we invested approximately $24 million mowing and maintaining our customer base. The esipanwas successful in expanc
our customer base by approximately 63% or 123,0@omers, net of attrition, in 2011. In 2012, oumer made the determination to im
excess cash flows from our operations in otheliaffid businesses. As a result, we significantiguoed our customer acquisition cc
including completely discontinuing some marketirftaenels, and focused our efforts on integrating @piiimizing our existing expand
customer base. In addition, we took steps to deerear general and administrative expenses throoglementation of system improveme
and reduced head count to create a more effictattalsle platform. In the year ended December 31226ur increased volumes resulting fi
the realization of prior efforts to expand our omsér base, combined with reduced customer acauisdaind general and administra
costs resulted in significantly increased AdjudEBITDA as compared to prior periods.

In 2013, we continued to evaluate our customer bageigh segmentation and optimization strategidsch resulted in reduced custor
count as certain underperforming segments expextehigher attrition levels. This segmentation aodesponding customer attrition, coug.
with a decreased focus on lower margin commerceiatamers in 2013, resulted in lower overall sal@simes and Adjusted EBITDA in ¢
retail segments in 2013, but increased gross masgimnit sold.

Recognizing the growth opportunities in the retilergy space, beginning in the second quarter @B,2@e increased our custor
acquisition spending and reactivated certain margathannels. By the end of 2013, we had growrctlsomer base by 8% from the low p
in August of 2013. This growth trajectory has iraged through the first quarter of 2014 resultingrinincrease of approximately 24% in
customer base as of March 31, 2014 from August0df32 Consistent with our historical experience, amticipate seeing the results of
expansion reflected in gross margins six to twehamths from the acquisition date of each customer.

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

Total RevenuesTotal revenues for the year ended December 313 @@re approximately $317.1 million, a decreasappiroximately $62
million, or 16%, from approximately $379.1 millidar the year ended December 31, 2012. This decrgaserimarily due to lower custon
sales volumes, which resulted in a decrease in tet@nues of $93.9 million. This decrease wasedffsy an increase of total revenue
$30.5 million due to increased customer pricing ar&l.4 million increase in net asset optimizatevenues.

Net Asset Optimization Revenulst asset optimization revenues for the year efismbmber 31, 2013 were approximately $0.3 millem
increase of approximately $1.4 million, or 128%nfr $(1.1) million in the same period in the prie@ay. We recognized losses in late 2012
early 2013 on a hedge strategy involving intertptiransportation, partially offset by increasekiteage opportunities in the fourth quarte
2013 in the northeast United States.

Retail Cost of Revenuedotal retail cost of revenues for the year endedember 31, 2013 was approximately $233.0 milleodecrease
approximately $46.5 million, or 17%, from approxielg $279.5 million for the year ended December 31, 2012. TEsrease was primar
due to lower customer sales volumes, which resuft@eddecrease in total retail cost of revenue®/@2 million. This decrease was offbgtar
increase of total retail cost of revenues of $2tilion due to energy supply prices and a $5.4ionlldecrease in net gains on retail derive
instruments, net of cash settlements.
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General and Administrative Expens&eneral and administrative expense for the yade@ December 31, 2013 was approximately §
million, a decrease of approximately $12.3 millmm26%, as compared $17.3 million for the year ended December 31, 2@throximately
$8.0 million of the decrease in our general and inthtnative expenses was due to a companywideatiigé to reduce costs and rea
operational efficiencies in conjunction with ouiifsin focus from increasing our customer base ptimizing our customer base. Additiona
approximately $2.7 million was attributable to Zidm@se in sales and marketing expenses.

Depreciation and Amortization Expens®epreciation and amortization expense for the yealed December 31, 2013 was approxim
$16.2 million, a decrease of approximately $6.6iam| or 29%, from approximately $22.8 million ihe same period in the prior year. 1
decrease was primarily due to the amortization0ih12of a portion of higher customer acquisitiontsdbkat were incurred in 2011.

Interest Expenselnterest expense for the year ended Decembe2@®B was approximately $1.7 million, a decreasapgfroximately $1.
million, or 50%, from approximately $3.4 million ithe same period in the prior year. This decreaas primarily due to reduced intei
expense due to lower average borrowing amountsgldhie year as a result of reduced customer atigni®xpenses in connection with
strategic initiative to optimize our customer bas2012 discussed above.

Customer Acquisition Costustomer acquisition cost for the year ended Deeerdb, 2013 was approximately $8.3 million, an @ase ¢
approximately $2.0 million, or 31%, from approxirigt $6.3 million in the prior year. This increasesvprimarily due to increasing ¢
marketing efforts during the second half of 201grow our customer base.

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

Total RevenuesTotal revenues for the three months ended Matig¢l2314 were approximately $108.2 million, an ire® of approximate
$8.9 million, or 9%, from approximately $99.3 nulfi for the three months ended March 31, 2013. ifilci®ase was primarily due to increa
customer pricing that we effected to capture aiporof increased supply costs from our custometsichvresulted in an increase in t
revenues of $17.2 million, as well as a $2.8 millincrease in net asset optimization revenues. ifibigease was offset by a decrease of §
million due to customer sales volumes which wereelg primarily due to the strategic shift of thencentration of our marketing efforts fr
commercial customers to residential customers.

Net Asset Optimization RevenuelNet asset optimization revenues for the threethmended March 31, 2014 were approximately
million, an increase of approximately $2.8 milliar,240%, from $(1.2) million for the three mon#rsded March 31, 2013. This increase
primarily due to physical gas arbitrage opport@sitin the northeast United States that arose dtleetextreme winter weather condition:
2014 and losses we recognized in 2013 from a hsaigiegy involving interruptible transportation thiéd not repeat in 2014.

Retail Cost of RevenuesTotal retail cost of revenues for the three menthded March 31, 2014 was approximately $87.lianjllar
increase of approximately $17.1 million, or 24%nfr approximately $70.0 million for the three monémled March 31, 2013. This incre
was primarily due to increased supply costs resyfiom the extreme weather conditions experierssadss the United States, which rest
in an increase of total retail cost of revenuesb®4.9 million, as well as an increase of $0.2 willidue to increased net losses on 1
derivative instruments, net of cash settlementss ifltrease was offset by a decrease of $8.0 mitliee to customer sales volumes which
lower, primarily due to the strategic shift of h@ncentration of our marketing efforts from comnigrcustomers to residential customers.

General and Administrative Expens&eneral and administrative expense for the thmeaths ended March 31, 2014 was approxim
$8.1 million, a decrease of approximately $1.2 ioml] or 13%, as compared to $9.3 million for theeéhmonths ended March 31, 2013. "
decrease was primarily due to a $0.7 million desén payroll expenses and a $0.4 million decreasales and marketing expenses.

Depreciation and Amortization ExpenseDepreciation and amortization expense for theghmonths ended March 31, 2014
approximately $3.0 million, a decrease of approxetya$2.0 million, or 41%, from approximately $5n@illion for the three months enc
March 31, 2013. This decrease was primarily duthéoamortization in 2013 of a portion of the higleestomer acquisition costs that w
incurred in 2011.
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Interest Expenselnterest expense for the three months ended Mzitc2014 was approximately $0.3 million, a deceeafsapproximatel
$0.1 million, or 18%, from approximately $0.4 nolfi for the three months ended March 31, 2013.

Customer Acquisition CostCustomer acquisition cost for the three monthdednMarch 31, 2014 was approximately $5.2 milliar
increase of approximately $5.0 million from approately $0.2 million for the three months ended Ma3d, 2013. This increase was prime
due to our increased marketing efforts to growcustomer base.

Operating Segment Results

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

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

Total Revenue $122.7 $125.2 $ 51.¢ $ 65.1
Retail Cost of Revenus 77.C 83.1 35t 49.¢
Less: Net Asset Optimization Revent (1.2 0.3 (1.2 1.€
Less: Net Gains (Losses) on I-trading derivatives, net of cash settleme 6.3 (0.6) (1.9 0.3
Retail Gross Marg—Gas 40.t 42.4 19.: 14.1
Retail Gross Margi-Gas per MMBtL 231 2.66 2.76 2.07
Retail Electricity Segment
Total Revenue $256.4 $191.¢ $ 47. $ 43.C
Retail Cost of Revenue 202.t 149.¢ 34t 37.4
Less: Net Gains (Losses) on I-trading derivatives, net of cash settleme 1.2 2.7 0.t (1.1
Retail Gross Marg—Electricity 52.7 39.2 12.t 6.€
Retail Gross Margi—Electricity per MWh 26.

19.55 21.49 03 17.85

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

Retail revenues for the Retail Natural Gas Segrfarthe year ended December 31, 2013 were appraeiyn$l25.2 million, an increase
approximately $2.5 million, or 2%, from approximigt&122.7 million in the prior year. This increasas primarily due to increased custo
pricing, which resulted in an increase of $12.5ioml as well as an increase of $1.4 million duaéb asset optimization revenue. This incr
was offset by a decrease of $11.4 million due ¥eelocustomer sales volumes.

Retail cost of revenues for the Retail Natural Gagment for the year ended December 31, 2013 wa®xamately $83.1 million, ¢
increase of approximately $6.1 million, or 8%, framproximately $77.0 million in the prior year. $hincrease was primarily due to increz
commodity prices, which resulted in an increas&@®8 million and a $6.9 million decrease in netngaon retail derivative instruments, ne
cash settlements. This increase was offset by @edse of retail cost of revenues of $7.6 millioe tlu lower customer sales volumes.

Retail gross margin for the Retail Natural Gas Segnfior the year ended December 31, 2013 was ajppatedy $42.4 million, an increa
of approximately $1.9 million, or 5%, from approxtely $40.5 million for the year ended DecemberZL3, as indicated in the table be
(in millions).

Decrease in volumes sc $(3.7)
Increase in unit margin per MMBtu resulting frongs®ntatior 5.€
Increase in retail natural gas segment retail gneegin $1.¢
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The volumes of natural gas sold decreased from2¥7252 MMBtu during the year ended December 31226115,920,805 MMBtu durir
the year ended December 31, 2013, due to our h@@sacustomer attrition outpacing natural gasarast acquisition attributable to the shit
our strategic focus, coupled with a decreased foousigher-volume but lower margin commercial costes.

Retail Electricity Segment

Retail revenues for the Retail Electricity Segmfemtthe year ended December 31, 2013 were approeiynd191.9 million, a decrease
approximately $64.5 million, or 25%, from approxielg $256.4 million in the prior year. This decreasas primarily due to lower custor
sales volumes, which resulted in a decrease o6382lion. This decrease was offset by an increazfsetail revenues of $18.1 million due
increased customer pricing.

Retail cost of revenues for the Retail ElectricBggment for the year ended December 31, 2013 waexamately $149.9 million,
decrease of approximately $52.6 million, or 26%nfrapproximately $202.5 million in the prior ye@his decrease was primarily due to lo
customer sales volumes, which resulted in a deensasetail cost of revenues of $65.6 million anfl1a5 million increase in net gains on re
derivative instruments, net of cash settlementds Tecrease was offset by an increase of retall cbsevenues of $14.5 million due
increased commaodity prices.

Retail gross margin for the Retail Electricity Segrhfor the year ended December 31, 2013 was ajppatedy $39.3 million, a decrease
approximately $13.4 million, or 25%, as compare®5@.7 million for the year ended December 31, 2@Kindicated in the table below
millions).

Decrease in volumes sc $(17.0
Increase in unit margin per MWh resulting from segmation 3.€
Decrease in retail electricity segment retail gmossgin $ (139

The volumes of electricity sold decreased from 8,684 MWh during the year ended December 31, 260112829,151 MWh during the ye
ended December 31, 2013, due to our electricityoomsr attrition outpacing electricity customer asgion attributable to the shift in @
strategic focus, coupled with a decreased focusigimer-volume but lower margin commercial customers

Three Months Ended March 31, 2014 Compared to the Three Months Ended March 31, 2013
Retail Natural Gas Segment

Retail revenues for the Retail Natural Gas Segrwerthe three months ended March 31, 2014 werecxppately $65.1 million, an incree
of approximately $13.2 million, or 26%, from appimately $51.9 million for the three months endedréfa31, 2013. This increase v
primarily due to increased customer pricing we @#d to capture a portion of increased supply dosta our customers, which resulted ir
increase of $12.0 million, as well as an increds®208 million due to net asset optimization reventihis increase was offset by a decrea
$1.5 million due to decreased customer sales vadume

Retail cost of revenues for the Retail Natural Gagment for the three months ended March 31, 2@&té approximately $49.8 million,
increase of approximately $14.3 million, or 40%anfr approximately $35.5 million for the three mon#mled March 31, 2013. This incre
was primarily due to increased supply costs ragylfiom the extreme weather conditions experieramedss the United States, which rest
in an increase of $16.7 million. This increase wHset by a $1.5 million decrease due to decreast¢dosses on retail derivative instrume
net of cash settlements, as well as a $0.9 mitliecrease due to decreased customer sales volumes.

Retail gross margin for the Retail Natural Gas Segfor the three months ended March 31, 2014 wasoaimately $14.1 million,
decrease of approximately $5.2 million, or 27%nfrapproximately $19.3 million for the three mon#rsled March 31, 2013, as indicate
the table below (in millions).

Decrease in unit margin per MMBtu, primarily duenoreased supply cos $(4.6)
Decrease in volumes sc (0.6,
Decrease in retail natural gas segment retail grzsgin $(5.2)
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The volumes of natural gas sold decreased from429 MMBtu during the three months ended MarchZ113 to 6,790,882 MMB
during the three months ended March 31, 2014. @ibizease was primarily due to the strategic sliithe concentration of our market
efforts from commercial customers to residentisdtomers, offset by increased customer counts amdttreme weather which resulte
higher volumes per customer.

Retail Electricity Segment

Retail revenues for the Retail Electricity Segmientthe three months ended March 31, 2014 werecaqpately $43.0 million, a decre:
of approximately $4.4 million, or 9%, from approxately $47.4 million for the three months ended MaB1, 2013. This decrease \
primarily due to lower customer sales volumes, Whriesulted in a decrease of $9.6 million. This dase was offset by an increase of r
revenues of $5.2 million due to increased custqmemng that we effected to capture a portion aff@ased supply costs from our customers.

Retail cost of revenues for the Retail Electrictggment for the three months ended March 31, 2Gé approximately $37.4 million,
increase of approximately $2.9 million, or 8%, frapproximately $34.5 million for the three montimsled March 31, 2013. This increase
primarily due to increased supply costs resultimagnfthe extreme weather conditions experiencedsadiee United States, which resulted i
increase in retail cost of revenues of $8.3 millias well as a $1.7 million increase due to deemaret gains on retail derivative instrume
net of cash settlements. This increase was offsatdecrease of $7.1 million due to lower custonsafss volumes.

Retail gross margin for the Retail Electricity Segrhfor the three months ended March 31, 2014 wpsoaimately $6.8 million, a decre:
of approximately $5.7 million, or 45%, as compate&212.5 million for the three months ended Mardéh2)13, as indicated in the table be
(in millions).

Decrease in unit margin per MWh, primarily duertoreased supply cos $(3.2)
Decrease in volumes sc (2.5)
Decrease in retail electricity segment retail gnossgin $(5.7)

The volumes of electricity sold decreased from 428, MWh during the three months ended March 313201382,035 MWh during tl
three months ended March 31, 2014. This decreaserimarily due to lower customer counts and thatatjic shift of the concentration of «
marketing efforts from commercial customers to destial customers, offset by the extreme weathdchvihesulted in higher volumes |
customer.

Liquidity and Capital Resources

Our liquidity requirements arise primarily from omatural gas inventory purchases during April tigloctober, our customer acquisi
costs and our general working capital needs foromg operations. Our credit facility borrowings aebject to material variations ot
seasonal basis due to the timing of commodity paseh to satisfy required natural gas inventory lages and to meet customer dem
during periods of peak usage.

Historically, our sources of liquidity have inclutieash generated from operations, eqintyestments by our owner and borrowings u
credit arrangements. We expect our ongoing sowtdiguidity following this offering to include céisgenerated from operations, avail:
borrowings under Spark HoldGo'new revolving credit facility and issuances otliidnal debt and equity securities. We believet ites!
generated from these sources will be sufficiergustain operations, to finance anticipated expanglans and growth initiatives, and to
quarterly cash dividends on our outstanding Clagsofmmon Stock. However, in the event our liquiditynsufficient, we may be required
limit our spending on future growth plans or othmrsiness opportunities or to rely on external faiag sources, including additiol
commercial bank borrowings and the issuance of detitequity securities, to fund our growth. Morepestimating our liquidity requiremel
is highly dependent on then-current market condgjoncluding forward prices for natural gas aret#lcity, and market volatility.

77



Table of Contents

We have budgeted approximately $21.8 million fastomer acquisition costs for 2014, which repres#rgscosts we expect to incur to
new customers to our portfolio. As of March 31, 20ve have spent approximately $5.2 million on ooer acquisition costs. While we hi
budgeted $21.8 million for the year ending Decen@igr2014, the actual amount of customer acquisitiosts may fluctuate based on
actual marketing and vendor costs we incur. We i@gdigedo not expect to incur significant capitalpexditures. Our 2014 budget inclu
approximately $1.7 million for capital expenditure$ated to information systems improvements, oicwi$1.2 million is specifically related
our outsourced billing project. After 2014, we aigiate our annual capital expenditures budget tagpeoximately $500,000.

Based upon our current plans, level of operationstausiness conditions, we believe that our cashaom, cash generated from operati
and available borrowings under Spark HoldCokw revolving credit facility will be sufficieitb meet our capital requirements and wor
capital needs for the foreseeable future.

The Spark HoldCo LLC Agreement provides, to theeektash is available, for distributions pro ratdahe holders of Spark HoldCo ur
(which unitholders, as of the completion of theeafig, will consist of Spark Energy, Inc. and Nubey for purposes of funding t
unitholders’tax obligations with respect to the income of SpddtdCo allocated to them. Generally, these tatitistions will be compute
based on our estimate of the taxable income ofkSaldCo that is allocable to a holder of Spark dd&d units, multiplied by an assumed
rate equal to the estimated maximum effective & of Spark Energy, Inc.

Following the completion of this offering, we intéto pay a regular quarterly dividend on our Classommon stock at a targeted rat
$ per share, or approximately $ lionilon an annual basis. No dividends on our Chassmmon stock will accrue in arrears. We
only be able to pay dividends from our availablshcan hand, funds received from Spark HoldCo oemslources of liquidity. Spark HoldCGo’
ability to make distributions to us will depend orany factors, including the performance of our bess in the future and restrictions ur
Spark HoldCaos new revolving credit facility. In order to payee dividends to holders of our Class A commonkstae expect that Spe
HoldCo will be required to distribute approximately million on an annualized basis to haddef Spark HoldCo units. This aggre¢
amount would have represented approximately f%uo pro forma net income and % of our pronfarAdjusted EBITDA for the ye
ended December 31, 2013. To the extent that oundss generates cash in excess of the amountseddaipay an annual dividend of $
per share of Class A common stock, we currentlyeekip reinvest any such excess cash flows in osinbss and not increase the distribut
payable to our Class A shareholders. However, auré dividend policy is within the discretion afraboard of directors and will depend u
various factors, including the results of our ofieres, our financial condition, capital requiremeand investment opportunities.

Because we expect that the tax distributions tisam Spark HoldCo will exceed our actual tax ligti#k, we intend to use a portion of th
distributions to fund part of our expected dividehy remaining cash needed to pay the dividendldvdoe funded out of additior
discretionary distributions from Spark HoldCo, whigre in our control subject to the availabilitysoffficient liquidity and restrictions in Sps
HoldCo’s new revolving credit facility. We believe thatrdustorical cash flows would have been, and oyreeted future cash flows will
sufficient to fund the annualized amount of ougéded dividend on our Class A common stock. Seertain Relationships and Related P
Transactions—Spark HoldCo LLC Agreement.”

In addition, in the future, we expect to make pagtagursuant to the Tax Receivable Agreement tleatvill enter into with NuDevco Ret:
Holdings, NuDevco Retail and Spark HoldCo in cortioecwith this offering. Except in cases where vieceto terminate the Tax Receiva
Agreement early, the Tax Receivable Agreementriniteated early due to certain mergers or other gasof control or we have available ¢
but fail to make payments when due, generally wg mlact to defer payments due under the Tax Reblivagreement if we do not he
available cash to satisfy our payment obligationdew the Tax Receivable Agreement or if our comtracobligations limit our ability to mal
these payments. Any such deferred payments undérak Receivable Agreement generally will accruerist. If we were to defer substar
payment obligations under the Tax Receivable Agergrmon an ongoing basis, the accrual of those atidigs would reduce the availability
cash for other purposes but we would not be praddifirom paying dividends on our Class A commorlst&ee “Risk FactorsRisks Relate
to the Offering and our Class A Common Stock—Wae bél required to make
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payments under the Tax Receivable Agreement faaicetax benefits we may claim, and the amountsugh payments could be significant,’
“Risk Factors—Risks Related to the Offering and Glass A Common Stock#r certain cases, payments under the Tax Receivadyeemer
may be accelerated and/or significantly exceedatteal benefits, if any, we realize in respecthef tax attributes subject to the Tax Receiv
Agreement” and “Certain Relationships and Relat@dyPTransactions—Tax Receivable Agreement.”

Historical Cash Flows
Our cash flows were as follows for the respectiggqals (in millions):

Year Ended Three Months
December 31 Ended March 31,
2012 2013 2013 2014
Net cash provided by operating activit $44.1 $44.F $17.¢ $6.2
Net cash used in investing activiti $ 1€ $ 1t $ — $(0.€)
Net cash used in financing activiti $39.¢ $42.2 $(22.2)  $(7.9

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

Cash Flows Provided by Operating ActivitieNet cash provided by operating activities was. $4dillion for the year ended December
2012 and $44.5 million for the year ended Decer8ier2013. Decreases in account receivable levais generally offset by decrease:
accounts payable, resulting in an immaterial impactash flow provided by operating activities. 3balecreases were primarily a resu
lower retail sales volume offset by higher retaidavholesale prices. Net decreases in affiliateivables increased operating cash flov
$21.1 million. Overall increases in commodity paded to decreased operating cash flows, as batmeentory values and deposits require
transact in the wholesale market, which are re@bnd®ther assets, increased with commodity prices.

Cash Flows Used in Investing Activitieblet cash used in investing activities was $1.Bionifor the year ended December 31, 2012
$1.5 million for the year ended December 31, 2018 $0.1 million decrease in cash used in invesictyyities was primarily attributable
decreased capital expenditures.

Cash Flows Used in Financing Activitiedlet cash used in financing activities was $39ilian for the year ended December 31, 2012
$42.4 million for the year ended December 31, 201® increase was primarily attributable to incezamember distributions of $48.9 milli
partially offset by increased borrowings of $40.t#ion on our working capital credit facility.

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

Cash Flows Provided by Operating ActivitieNet cash provided by operating activities was.$iillion for the three months ended Me
31, 2013 and $6.2 million for the three months enlfarch 31, 2014. The decrease in cash flows frperating activities was driven by
increase in accounts receivable of $29 millionyei by higher customer pricing, offset by lowertouser sales volumes. The increas
accounts receivable was offset by the increasecaounts payable of $24 million. Additionally, aceotsi receivableffiliates increased ¢
million and there was a $5 million increase in oos¢r acquisition costs.

Cash Flows Used in Investing Activitiedlet cash used in investing activities was less th0.1 million for the three months ended M.
31, 2013 and $0.8 million for the three months ehlarch 31, 2014. This increase was primarily lattiable to increased capital expenditures

Cash Flows Used in Financing Activitiedlet cash used in financing activities was $22ililan for the three months ended March 31, 2
and $7.9 million for the three months ended Marth2014. This decrease was primarily attributablintreased borrowings on our work
capital credit facility.

Credit Facility

Prior to this offering, SE and SEG were lmorrowers under an $80 million revolving workingpital credit facility with a maturity date
July 31, 2015. The total amounts outstanding utigisrfacility as of December 31, 2012 and 2013udel distributions to the common con
owner to fund unrelated operations of an affiliate.
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We will borrow approximately $10.0 million underromew revolving credit facility at the closing dfis offering to repay in full the portir
of outstanding indebtedness under our current tfadility that SEG and SE have agreed to be resiptenfor pursuant to the interborroy
agreement. The remainder of indebtedness outstndider our current credit facility will be paidwlio by our affiliate with its own funds
connection with the closing of this offering purstito the terms of the interborrower agreementlokohg this repayment, our current cre
facility will be terminated. We expect to have appmately $15.0 million in letters of credit issukdlowing this offering.

Spark HoldCo, SE and SEG (the “Co-Borrowerai)d Spark Energy, Inc., as guarantor, expect terento the new $60.0 million sen
secured revolving working capital credit facilith¢ “Senior Credit Facility”with a maturity of two years from the closing ofstloffering. I
no event of default has occurred, the Barrowers have the right, subject to approval leydbdministrative agent and certain lenders, tceam
the borrowing capacity under the new revolving dréakility to up to $120.0 million. wilact as lead arranger, sole bookrunner
administrative agent under the Senior Credit Rgcivhich will be available to fund expansions, aisitions and working capital requireme
for our operations and general corporate purpaselsiding member distributions.

At our election, interest will be generally detene by reference to:
 the Eurodollar rate plus an applicable margin ofap.0% per annum (based upon the prevailingzation);

« the alternate base rate plus an applicable mafgip to 2.0% per annum (based upon the prevailtiligation). The alternate base rate i

equal to the highest of (i) 's prime rdig,the federal funds rate plus 0.5% per annumnjiprthe reference Eurodollar rate plus
1.0%; or
* the rate quoted by as its cost of fundgte requested credit plus 2.2-2.50% per annun

The interest rate is generally reduced by 25 hasists if utilization under the Senior Credit Fégiis below fifty percent. The Senior Cre
Facility allows us to issue letters of credit, whiceduce availability under Senior Credit Facilit, a cost of 2.0092-50% per annum
aggregate letters of credit issued.

We will pay an annual commitment fee between 0.3#fb 0.5% on the unused portion of the Senior Cirealility depending upon t
unused capacity. The lending syndicate under tmoB€redit Facility is entitled to several addita fees including an upfront fee, anr
agency fee, and fronting fees based on a percenfape face amount of letters of credit payablany syndicate member that issues a le
credit.

The Senior Credit Facility will be secured by ttepital stock of SE, SEG and the Co-Borrowgngsent and future subsidiaries, all of
Co-Borrowers’ and their subsidiariggtesent and future property and assets, includicgunts receivable, inventory and liquid investrs
and control agreements relating to bank accounts.

The Senior Credit Facility also will contain covetsthat, among other things, will require the rtexiance of specified ratios or conditi
as follows:

Maximum Leverage Ratio Spark Energy, Inc. must maintain a consolidatexkimum senior secured leverage ratio, consistingotz
liabilities to tangible net worth of not more tha® to 1.0, as of the last day of each month.

Minimum Net Working CapitalSpark Energy, Inc. must maintain minimum consdbd net working capital at all times equal to gheate
of (i) 20% of the aggregate commitments under th@@& Credit Facility, and (ii) $12,000,000.

Minimum Tangible Net Wortlspark Energy, Inc. must maintain a minimum consaéd tangible net worth at all times equal to teebool
value of property, plant and equipment as of tlosiog date of the Senior Credit Facility plus tmeager of (i) 20% of aggregate commitm
under the Senior Credit Facility and (ii) $12,0@00

The borrowing base is calculated primarily based86®0% of the value of eligible accounts receivable ambilled product sal
(depending on the credit quality of the countelipajtand inventory and other working
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capital assets. The Gmrrowers under the Senior Credit Facility mustppse any amounts outstanding under the Senior CFeaditlity in
excess of the borrowing base (up to the maximuniabitity amount).

In addition, the Senior Credit Facility will contaicustomary affirmative covenants. The covenant$ imtlude delivery of financit
statements and other information (including anindis made with the SEC), maintenance of property iaaurance, maintenance of holc
company status at Spark Energy, Inc., payment>astaand obligations, material compliance with laimspection of property, books &
records and audits, use of proceeds, paymentsrik llacked accounts, notice of defaults and certdirer customary matters. The Se
Credit Facility will also contain additional negaticovenants that will limit our ability to, amonther things, do any of the following:

* incur certain additional indebtedne

e grant certain liens

* engage in certain asset dispositic

* merge or consolidat

* make certain payments, distributions, investmeadguisitions or loan:

* enter into transactions with affiliate

* make certain changes in our lines of business aylatting practices, except as required by GAARLslIcCeSSO
 store inventory in certain locatior

« place certain amounts of cash in accounts not sutgecontrol agreement

< amend or modify billing services agreements andidants;

« amend or modify our risk management and creditcgp

« engage in certain prohibited transactic

« enter into burdensome agreements;

e act as a transmitting utility or as a utili

Certain of the negative covenants listed abovesalpgect to certain permitted exceptions and allaean

Spark Energy, Inc. will be entitled to pay cashidiwds to the holders of the Class A common stoxk 3park HoldCo will be entitled
make cash distributions to NuDevco and us so lendag no default exists or would result from sachayment; and (b) the (Bnrrowers ar
in pro forma compliance with all financial covenauiefore and after giving effect to such paymepark HoldCos inability to satisfy certa
financial covenants or the existence of an evemteddult, if not cured or waived, under the Sei@oedit Facility could prevent us from pay
dividends to holders of our Class A common stock.

The Senior Credit Facility contains certain custogmapresentations and warranties and events autteEvents of default include, amc
other things, payment defaults, breaches of reptaens and warranties, covenant defaults, crefsuits and crosaeceleration to certe
indebtedness, certain events of bankruptcy, ceeteémts under ERISA, material judgments in excé$S® million, certain events with resp
to material contracts, actual or asserted faildreny guaranty or security document supportingSbaior Credit Facility to be in full force a
effect and changes of control. If such an everdeffult occurs, the lenders under the Senior Creatiility would be entitled to take varic
actions, including the acceleration of amounts ulugger the facility and all actions permitted tothken by a secured creditor.
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Summary of Contractual Obligations

The following table discloses aggregate informatibout our contractual obligations and commeraahmitments as of December 31, 2
(in millions):

Less thar More than
Total 1 year 1-3 Years 3-5 Years 5 years
Operating leases(1) $ 2.7 $ 1€ $ 11 $ — $ —
Purchase obligation
Natural gas and electricity related purchase
obligations(2) $19.1 $ 117 $ 74 $ — $ —
Pipeline transportation agreeme 21.2 6.3 5.4 3.7 5.¢
Other purchase obligations( 5.€ 0.8 4.8 — —
Total purchase obligatior $46.C $ 18.t $ 17.€ $ 3.7 $ 5.¢
Debt $27.5 $ 27t $ — $ — $ —

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

(2) The amounts represent the notional value of nagaaland electricity related purchase contractsafeanot accounted for as deriva
financial instruments recorded at fair market vadisethe company has elected the normal purchaseahsale exception, and theref
are not recognized as liabilities on the combingldiice shee

(3) The amounts presented here include contracts forgbservices 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 relatidely in recent years and did not have a materialich@n our results of operations for
years ended December 31, 2013 and 2012 and therttorths ended March 31, 2014. Although the imphutflation has been insignificant
recent years, a high rate of inflation in the fetunay affect our ability to maintain current levelsgross margin and selling, general
administrative expenses as a percentage of reviéme are unable to reflect any increased costeewénue in the prices we charge for
services.

Critical Accounting Policies and Estimates

Our significant accounting policies are describadNote 2 to our audited combined financial stateimdncluded elsewhere in tl
prospectus. We prepare our financial statemergsnformity with accounting principles generally apted in the United States of America
pursuant to the rules and regulations of the SE@chwrequire us to make estimates and assumpti@isaffect the amounts reported in
financial statements and accompanying footnotetuacesults could differ from those estimates. Sdasider the following policies to be
most critical in understanding the judgments thatiavolved in preparing our financial statememntd ¢he uncertainties that could impact
financial condition and results of operations.

Revenue Recognition

Our revenues are derived primarily from the saleatiral gas and electricity to retail customer ss0 record revenues from sale
natural gas and electricity to wholesale countéiggyr including affiliates. Revenues are recognidsd using the following criteri
(1) persuasive evidence of an exchange arrangeexésis, (2) delivery has occurred or services Hasen rendered, (3) the buyeprice i
fixed or determinable and (4) collection is reaspassured. Utilizing these criteria, revenueeisognized when the natural gas or electric
delivered. Similarly, cost of revenues is recogdimgen the commodity is delivered.

Revenues for natural gas and electricity saleseregnized upon delivery under the accrual methadural gas and electricity sales -
have been delivered but not billed by period erelemtimated. Accrued unbilled revenues are basezbtimates of customer usage since
date of the last meter read provided by the utility
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Volume estimates are based on forecasted voluntkestimated customer usage by class. Unbilled teseare calculated by multiplying th
volume estimates by the applicable rate by custatass. Estimated amounts are adjusted when actagk is known and billed.

The cost of natural gas and electricity for saleetail customers is based on estimated supplynvesufor the applicable reporting period
estimating supply volumes, we consider the effe€tsistorical customer volumes, weather factors asage by customer class. Transmis
and distribution delivery fees, where applicable, @stimated using the same method used for saletdil customers. In addition, other I
related costs, such as ISO fees, ancillary sendcebrenewable energy credits are estimated basedustorical trends, estimated sug
volumes and initial utility data. Volume estimatae then multiplied by the supply rate and recoraedetail cost of revenues in the applic
reporting period.

Our asset optimization activities, which primarilyclude natural gas physical arbitrage and othertsterm storage and transporta
opportunities, meet the definition of trading aitites and are recorded on a net basis in the cadbstatements of operations in net ¢
optimization revenues as required by FASB ASC &idyjvatives and Hedging.

Accounts Receivable

We accrue an allowance for doubtful accounts bagmmh estimated uncollectible accounts receivablesidering historical collectior
accounts receivable aging analysis, credit risk ath@r factors. We write off accounts receivabliabees against the allowance for dout
accounts when the accounts receivable is deemeg tocollectible.

We conduct business in many utility service markek®re the local regulated utility is responsibbe billing the customer, collectil
payment from the customer and remitting paymehéoCompany (“POR programs™his POR service results in substantially all of oredi
risk being linked to the applicable utility in theterritories, which generally has an investmeatigrrating, and not to the ende custome
We monitor the financial condition of each utiliynd currently believe that our susceptibility toiadividually significant writeeff as a resu
of concentrations of customer accounts receivaltle those utilities is remote.

In markets that do not offer POR services or whenolhoose to directly bill our customers, certaiccamts receivable are billed ¢
collected by us. We bear the credit risk on thes®ants and record an appropriate allowance fobtfioluaccounts to reflect any losses du
nonpayment by customers. Our customers are indiviguaslignificant and geographically dispersed insthenarkets. We write off custon
balances when we believe that amounts are no lagdiectible and when we have exhausted all measltect these receivables.

Capitalized Customer Acquisition Costs

Capitalized customer acquisition costs consist ariy of hourly and commission based telemarketitmsts, door-taoor ager
commissions and other direct advertising costscatsal with proven customer generation, and aréateggd and amortized over the estimi
two-year average life of a customer in accordandb the provisions of the Financial Accounting Stards Board (“FASB”)Accounting
Standards Codification (“ASC”) Topic 340-20apitalized Advertising Costs

Recoverability of customer acquisition costs isleated based on a comparison of the carrying amolutite customer acquisition costt
the future net cash flows expected to be genetayetie customers acquired, considering specifiaraptions for customer attrition, per t
gross profit, and operating costs. These assungpéionbased on forecasts and historical experience.

Accounting for Derivative and Hedging Activities
We use derivative instruments such as futures, syiapvards and options to manage the commoditepisks of our business operations.

All derivatives, other than those for which an ett@n applies, are recorded in the combined balaieeets at fair value. Derivat
instruments representing unrealized gains are regais derivative assets while derivative instrus@epresenting unrealized losses
reported as derivative liabilities. We have eledted

83



Table of Contents

offset amounts on the combined balance sheetedognized derivative instruments executed withstirae counterparty under a master ne
arrangement. One of the exceptions to fair valumaating, normal purchases and normal sales, hais dlected by us for certain deriva
instruments when the contract satisfies certaiterga, including a requirement that physical delvef the underlying commodity is proba
and is expected to be used in normal course ohbssi Retail revenues and retail cost of revenemdting from deliveries of commodit
under normal purchase contracts and normal satdsacts are included in earnings at the time otreant settlement.

To manage commodity price risk, we hold certainwd@give instruments that are not held for tradinggmses and are not designate
hedges for accounting purposes. However, to thenéxte do not hold offsetting positions for suchidgives, we believe these instrume
represent economic hedges that mitigate our expdsufluctuations in commaodity prices. As part ofr strategy to optimize our assets
manage related commodity risks, we also managetéolie of commodity derivative instruments held fibrading purposes. We use establis
policies and procedures to manage the risks asedcvaith price fluctuations in these energy comrtiesiand use derivative instrument
reduce risk by generally creating offsetting mag@asitions.

Changes in the fair value of and amounts realizaohusettlement of derivative instruments not heldtfading purposes are recogni
currently in earnings in retail revenues or retaits of revenues, respectively.

Changes in the fair value of and amounts realizezhisettlement of derivative instruments held fading purposes are recognized curre
in earnings in net asset optimization revenues.

We have historically designated a portion of ouriwdgive instruments as cash flow hedges for actiognpurposes. For all hedgi
transactions, we formally document the hedgingsiaation and its risk management objective andeglyafor undertaking the hedge,
hedging instrument, the nature of the risk beindgleel, how the hedging instrumenéffectiveness in offsetting the hedged risk bdlassess
prospectively and retrospectively, and a descriptibthe method used to measure ineffectivenessalgéeformally assess, both at the incey
of the hedging transaction and on an ongoing beisther the derivatives that are used in hedgemgstctions are highly effective in offsetl
changes in cash flows of hedged transactions. Eowvative instruments that are designated and fyuak part of a cash flow hedg
transaction, the effective portion of the gainasd on the derivative is reported as a componeothafr comprehensive income and reclass
into earnings in the same period or periods duwhgn the hedged transaction affects earnings. Gaiddosses on the derivative represel
either hedge ineffectiveness or hedge componerdisided from the assessment of effectiveness amgnézed in current earnings. Hel
accounting is discontinued prospectively for deffixes that cease to be highly effective hedge$ thwei occurrence of the forecasted transa
is no longer probable.

Effective July 1, 2013, we elected to discontineede accounting prospectively and began to re¢mraihanges in fair value recognize
the combined statement of operations in the pasfochange. Because the underlying transactions atélgrobable of occurring, the rela
accumulated other comprehensive income was frozeh racognized in earnings as the underlying hedtgd was delivered. As
December 31, 2013, we had no gains or losses dvatiees that were designated as qualifying castv thedging transactions recorded
component of accumulated other comprehensive incaweall previously deferred gains and losses alifging hedge transactions wi
reclassified into earnings during the year endecebwer 31, 2013 when the associated hedged trarsautere recorded into earnings.

Contingencies

In the ordinary course of business, we may becoany po lawsuits, administrative proceedings andegomental investigations, includi
regulatory and other matters. As of March 31, 20eldid not have material outstanding lawsuits, iathtrative proceedings or investigations.

Liabilities for loss contingencies arising from iols, assessments, litigation, fines, penalties athér sources are recorded when
probable that a liability has been incurred andaim®unt can be reasonably estimated.
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Quantitative and Qualitative Disclosures about Marlet Risk

Market risks relating to our operations result @iily from changes in commodity prices and interasés, as well as counterparty cr
risk. We employ established policies and procedtwesmanage our exposure to these risks. For mdoeniation, please see our combi
financial statements and the notes thereto inclaedeelvhere in this prospectus.

Commoadity Price Risk

We hedge and procure our energy requirements framows wholesale energy markets, including bothsptay and financial markets &
through short and long term contracts. Our findn@aults are largely dependent on the margin veeahte to realize between the whole
purchase price of natural gas and electricity pklated costs and the retail sales price we chaugecustomers. We actively manage
commodity price risk by entering into various detive or non-derivative instruments to hedge theatdlity in future cash flows from fixed-
price forecasted sales and purchases of naturahm<lectricity in connection with our retail egyeroperations. These instruments inc
forwards, futures, swaps, and option contractsetlamh various exchanges, such as NYMEX and Intéremtal Exchange, or ICE, as well
over-theeounter markets. These contracts have varying temdsdurations, which range from a few days tova years, depending on 1
instrument. Our asset optimization group utilizewilar derivative contracts in connection with trading activities to attempt to genel
incremental gross margin by effecting transactionsnarkets where we have a retail presence. Géyneraly of such instruments that
entered into to support our retail electricity aratural gas business are categorized as havingdrgered into for notrading purposes, a
instruments entered into for any other purposecategorized as having been entered into for tragimgoses.

We have adopted risk management policies to meamunlelimit market risk associated with our fixpdee portfolio and our hedgil
activities. For additional information regardingramommodity price risk and our risk managementqiedi, please see “Factors Affecting Ot
Results of Operations—Commodity Price Risk andBfiectiveness of our Risk Management Program” a@astness—Risk Management.”

We measure the commodity risk of our noading energy derivatives using a sensitivity gsigl on our net open position. As
December 31, 2013, our Gas Norading Fixed Price Open Position (hedges net @filrlbad) was a short position of 167,740 MMBtun
increase in 10% in the market prices (NYMEX) frdmeit December 31, 2013 levels would have decretheethir market value of our net non-
trading energy portfolio by $0.1 million. Likewise, decrease in 10% in the market prices (NYMEXfriheir December 31, 2013 lev
would have increased the fair market value of an-tvading energy derivatives by $0.1 million. AdDecember 31, 2013, our Electricity Non-
Trading Fixed Price Open Position (hedges net @ilrtbad) was a long position of 30,624 MWhs. Arriease in 10% in the forward mal
prices from their December 31, 2013 levels wouldehamcreased the fair market value of our net trading energy portfolio by $0.3 millic
Likewise, a decrease in 10% in the forward markites from their December 31, 2013 levels wouldehdecreased the fair market valu
our non-trading energy derivatives by $0.3 million.

We measure the commaodity risk of our trading enetggivatives using a sensitivity analysis on our aen position. As of December
2013, our Gas Trading Fixed Price Open Position avleng position of 285,000 MMBtu. A decrease il the market prices (NYME:
from their December 31, 2013 levels would have elsed the fair market value of our trading enemgyetives by $0.1 million. Likewise,
increase in 10% in the market prices (NYMEX) frameit December 31, 2013 levels would have incredisedair market value of our tradi
energy derivatives by $0.1 million.

Credit Risk

In many of the utility services territories where wonduct business, POR programs have been ek&hlishereby the local regulated uti
offers services for billing the customer, collegtipayment from the customer and remitting paymentst This service results in substanti
all of our credit risk being linked to the appliéalutility and not to our endse customer in these territories. For the yeaeémkcember 3
2013, approximately 47% of our retail revenues wkmgved from territories in which substantially aff our
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credit risk was directly linked to local regulatetility companies, all of which had investment geadtings as of such date. During the s
period, we paid these local regulated utilitieseighited average discount of less than 1.0% of tetadnues for customer credit risk. In cet
of the POR markets in which we operate, the wsitimit their collections exposure by retaining #bility to transfer a delinquent accc
back to us for collection when collections are phst for a specified period. If our collection effoare unsuccessful, we return the accot
the local regulated utility for termination of sem. Under these service programs, we are expaseckdit risk related to payment for serv
rendered during the time between when the cust@rtesnsferred to us by the local regulated utidibd the time we return the customer tc
utility for termination of service, which is gen#lyaone to two billing periods.

In nonPOR markets, we manage customer credit risk thréaghal credit review, in the case of commerciastomers, and credit sc
screening, deposits and disconnection for payment, in the case of residential customers. adrdebt expense for each of the year €
December 31, 2013 and the three months ended MdrcR014 was less than 1.0% of retail revenuesn@&oic conditions may affect c
customersability to pay bills in a timely manner, which cduhcrease customer delinquencies and may lead itaceease in bad debt exper

We are exposed to wholesale counterparty creditiniour retail and asset optimization activiti¥®8e manage this risk at a counterp
level and secure our exposure with collateral aargotees when needed. At December 31, 2013, appately 82% of our total exposure
$12.5 million was either with an investment gradstomer or otherwise secured with collateral.

I nterest Rate Risk

We are exposed to fluctuations in interest ratedeurour variable-price debt obligations. Prior histoffering, SE and SEG were co-
borrowers under an $80 million variable rate reirgjvworking capital credit facility with a maturiyate of July 31, 2015, under which $Z
million of variable rate indebtedness was outstagdis of December 31, 2013. Based on the averagardrof our variable rate indebtedr
outstanding during the year ended December 31,,201% percent increase in interest rates woule@ hasulted in additional interest expe
of approximately $275,000 for the year. This pigoedit facility will be terminated in connection twithe closing of this offering and Sp
HoldCo’s entry into the Senior Credit Facility. The Ser@oedit Facility will bear interest at a variable. We do not currently employ intel
rate hedges, although we may choose to do so ifuthee.
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BUSINESS

We are a leading independent retail energy sernvioespany founded in 1999 that provides residergiadl commercial customers
competitive markets across the United States witlalgernative choice for their natural gas andtelkebty. We purchase our natural gas
electricity supply from a variety of wholesale piders and bill our customers monthly for the delwef natural gas and electricity basec
their consumption at either a fixed or variableceriNatural gas and electricity are then distribute our customers by local regulated ut
companies through their existing infrastructure.

As of March 31, 2014, we operated in 46 utilityvées territories across 16 states and had appragigna22,500 residential customers
18,500 commercial customers, which translates &r &83,000 residential customer equivalents (“REEA&Hh RCE is an industry stand:
measure of natural gas or electricity usage wittheRCE representing annual consumption of 100 MMiftuatural gas or 10 MWh
electricity. We added over 30,400 customers, netttfition, during the first quarter of 2014. Fdretyear ended December 31, 2!
approximately 60% of our retail revenues were datifrom the sale of electricity, and the remaindere derived from the sale of natural gas.

We believe our business model is scalable, anabjective is to maximize profitability while proagtly managing the risks inherent in
business. To achieve this objective, we activelynagg our customer base to allocate retail enerigs sstween natural gas and electr
based on existing or developing market dynamicsaddition, the diversity in our customer base azmsography, commodity and proc
offerings allows us to mitigate risk and react bagges in the retail energy environment so thatavequickly shift our focus and redirect
customer acquisition plan towards more profitalgpartunities, resulting in enhanced cash-flow ditgbi

We believe that our management team has developeadfective proprietary customer acquisition antbméon model. We identify ai
acquire customers on a cost-effective basis threugariety of sales channels, including doodtmr vendors, outbound telephone marke
vendors, our inbound customer care call centeromtide marketing. We also use email, direct mdflnay programs, direct sales, brokers .
consultants. Our marketing team continuously evaiithe effectiveness of each customer acquisifi@mnel and makes adjustments in ¢
to achieve our targeted growth and returns. Weesto attract new customers with competitive pradifferings that are tailored to partict
customer demographics. Once a customer is acquie@pply a proprietary evaluation and segmentgiimeess to optimize value both tc
and the customer. We analyze historical usagati@ttrates and consumer behaviors to specificilior competitive products that aim
maximize the total expected return from energysstdea specific customer, which we refer to asaust lifetime value.

We actively manage the commodity price risk inheti@nour business. Our commodity risk managemeratesjy is designed to hec
substantially all of our forecasted natural gas eledtricity volumes on our fixed-price customentracts as well as a portion of the n&anry
volumes on our variable-price customer contracts. i@-house energy supply team, which is comprised afxierienced energy supply ch
professionals, manages our commodity risk by monigomarket activity and engaging in commoditiemactions that are designed to he
to the extent practicable, our commodity price esyre at any given time. The efficacy of our risknagement program may be adver
impacted by unanticipated events and costs thaar@enot able to effectively hedge, including abraroustomer attrition and consumpti
certain variable costs associated with electrigit reliability, pricing differences in the locaharkets for local delivery of commoditi
unanticipated events that impact supply and demsunth as extreme weather, and abrupt changes mdheets for, or availability or cost
financial instruments that help to hedge commogitge. To mitigate these limitations, ourhieuse energy supply team uses historical att
models to estimate customer attrition and propnyeteeather services to estimate forecasted volumésseek to further mitigate the risk
extreme seasonal volume fluctuation by purchasiragivance additional supply for those periods Withhighest potential for volatility.

Our in-house energy supply team also identifies wholesaferal gas arbitrage opportunities in conjunctiotih our retail procurement a
hedging activities, which we refer to as assetroation. These opportunities
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can include (i) optimizing the unused portion afrage and transportation assets allocated to tiseblpcal regulated utility to support our re
load; (ii) capturing physical arbitrage opportuesgtiusing short or lontgrm transportation capacity; and (iii) maximiziogr credit capacity t
purchasing gas from affiliates and third partied aelling it at the same location to counterparfii@svhom we normally purchase retail sup
For additional detail regarding our asset optiniizatctivities, please see “—Our Operations—Asggir@ization.”

We actively manage our customer credit risk throagbariety of strategies. In many of the utilityndees territories where we cond
business, the local regulated utility offers segsifor billing the customer, collecting paymentnfirthe customer and remitting payment tc
This service results in substantially all of ouedit risk being linked to the applicable utilitydanot to our endise customer in these territor
For the year ended December 31, 2013, approximai#¥y of our retail revenues were derived from terigs in which substantially all of c
credit risk was directly linked to local regulatetility companies, all of which had investment geadtings as of such date. During the s
period, we paid these local regulated utilitieseaghited average discount of less than 1.0% of tetednues for customer credit risk. In mar
where the local regulated utilities are not resgmador customer credit risk, we attempt to man#us risk through formal credit review, in-
case of commercial customers, and credit screediggosits and, in some markets, disconnection dofpayment, in the case of resider
customers.

We generated net income of $31.4 million and $26illion and Adjusted EBITDA of $33.5 million and 84 million for the years end
December 31, 2013 and 2012, respectively. For mitleh of Adjusted EBITDA and a reconciliation its most directly comparable financ
measures calculated and presented in accordanceBARP, please see “Prospectus Summary—Non-GAARrEial Measures.Please s¢
“Selected Historical and Unaudited Pro Forma ComdbiRinancial and Operating Data.”

We intend to pay a cash dividend each quarter laeln® of our Class A common stock to the extenhexe cash available for distributior
do so. Our targeted quarterly dividend will be $ per share of Class A common stock, or $ per share on an annualized basis, w
amount may be raised or lowered in the future witlamlvance notice. Please see “Cash Dividend Pblicy

Business Strategies

Our principal business objectives are to maintaale cash flows and to grow our business throwdgting customers and optimizing «
existing customer base. We expect to achieve thigisetives by executing the following strategies:

< Continued focus on operational diversification, gganargin optimization and customer lifetime valWée plan to continue to focus our
efforts on diversification of our customer base aptimization of gross margin and customer lifetinadue in order to maintain stable
cash flows. Maintaining diversity in our customeisb across geography, commodity and product offe@tiows us to mitigate risk,
quickly react to changes in the retail energy emvinent and redirect our customer portfolio towarase profitable and customer value:
enhancing opportunitie

* Pursue growth opportunities in our existing retailergy marketsWe added over 30,400 customers, net of attritioning the first
quarter of 2014. We plan to continue to grow otitenergy customer base within our existing merkesing the full range of
marketing resources available to us. We will cargito adjust our marketing model based on our asitms of cost, customer quality
and market opportunitie

» Expansion into additional competitive markets thisent attractive opportunitieOver the past three years, we have entered five ne\
utility service territories and, as of March 31120we are active in 46 utility service territoresoss 16 states. To complement our
growth in our existing markets, we will selectivelypand into new competitive states and utilitywmerterritories that we believe
present an attractive mix of supply, supportiveutetpry environments, potential customers and ettra customer value propositior

« Focus on creating innovative producWe will continue creating innovative and compettproduct offerings that are responsive to
changing market dynamics and customer demand.|&ible business model enables us to respond quiokthanging market
dynamics and customer needs, enhancini
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profitability of our business. For example, we mtelaunched a successful, green, fiatie natural gas product in several of our mai
that provides the customer with price security wipiteserving the environment as we retire carbtsetsf on the custon’s behalf.

» Expanding our green energy busineéWe are actively developing and offering green puotslthat allow our customers to choose
environmentally conscious options rather than taditional energy supply offered by their localityti Green energy products are a
growing market opportunity and typically provideiaased unit margins as a result of less compatithe currently offer renewable
electricity in all of our electricity markets andrbon neutral natural gas in several of our gaketsu

e Pursue prudent risk management policWe have implemented stringent corporate risk pedigind procedures relating to the purchas
and sale of natural gas and electricity, credit @vitbction functions and general risk managem@nt. management believes that our
risk management policies enable us to operateadithi risk profile and achieve stable operatingiltss

e Pursue opportunistic strategic acquisitioWe intend to pursue growth through strategic adtjpiss of other retail energy providers,
their customer bases or other complementary bustse&iven the current fragmented landscape irethé@ energy industry, we belie
that significant opportunities for consolidationvairise, and we intend to review and opportunahcpursue acquisitions that present
opportunities for long-term accretion to our bussiéNe do not currently have any current plansakerany acquisitions; however, we
continuously evaluate potential acquisition oppoities. We intend to focus on acquisitions thatalus to grow our customer base ¢
cos-effective basis

Competitive Strengths
We believe we can successfully execute our busistestegies because of the following competitiversgths:

< Diversification across customer base, commodity prodiuct offeringsOur diversified business model allows us to mitgask,
quickly react to changes in the retail energy emvinent and redirect our customer portfolio towarase profitable opportunities in
order to enhance cash flow stability and grow aisitess. Specifically, we believe that the divgrisitour business provides the
following benefits as they relate to geography emehmodity and product offering

. Diverse geographic operatiot. Our geographic diversity in 46 utility servicertories across 16 states as of March 31, .
reduces our dependence on any one particular miarkgtowth or profitability. Also, we believe thdie combination of thi
broad footprint and flexible business model enabket quickly react to market opportunities inaatigular area by
accelerating customer acquisition efforts and lagirg existing market knowledge to quickly entdoinew markets as
opportunities arise. We believe that our geograghiersity also provides the following additionarefits:

» reduced risk of material impact from a regulatdmamge in a single jurisdictiol

» reduced risk of material impact from extreme reglomeather pattern:

» reduced concentration of delivery risk associatéd daily balancing gas marke
» reduced concentration of supply price risk in aastipular electricity market; ar

» the ability to leverage natural gas storage amspartation assets in one market against supplyjiregents in
another marke

. Diverse product and commaodity offerinBy offering a range of products, we are able traattcustomers across a breadth
of segments. Our portfolio of product offeringslirdes a variety of commodities (natural gas andtetity), contract types
(variable-price month-to-month or up to 36-monttefi-price) and product features (green energyepéctainty and cost
savings). Our ability to provide customers with tiplé options differentiates us from other indepemidretail energy
services companie
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« Our effective customer acquisition and retentiordei@nables us to optimize customer lifetime vall¥e believe that our management
team has developed an effective proprietary cust@oguisition and retention model that allows usdst-effectively identify and
acquire customers through a variety of marketing) sales channels and quickly make necessary adjnsdrin order to optimize the
value of those customers. We attract new customignscompetitive product offerings that are taildit® particular customer
demographics. Once we acquire a customer, we anhlgiorical usage, attrition rates and consumeavtiers to specifically tailor
competitive products intended to maximize overafitomer lifetime value

e Our in-house energy supply team enables us to gq@imargin by lowering our energy supply costair in-house energy supply team
attempts to achieve lower energy supply costs tiiraffective hedging strategies that leverage l@ng relationships with numerous
creditworthy suppliers. In addition, having an iodise team allows us to optimize our retail allogai®rage and transportation assets il
order to further reduce our cost of supply. Ouh@use energy supply team also seeks to increagpmimyr identifying wholesale
natural gas arbitrage opportunities in conjunctigii our retail procurement and hedging activit

* Adaptable and scalable business mc. Our flexible business model enables us to adaigkly to market changes and capitalize on
opportunities. For instance, if a particular maikgboses costly regulatory burdens that would affer profitability, we can
immediately begin shifting resources into otherkets so that our customer acquisition expenditarespent on higher margin
opportunities. Our business model is also desigoéategrate both organic growth and strategic &itipns efficiently. We are
currently implementing an outsourced, hosted lgjllimd transaction platform that aims to addressfallir back office functions
consistently across all markets. We expect theemphtation to be completed by the end of 2014. @e\e these enhancements will
improve the scalability of our back office procesaad should also allow us to add new custome@narglly or through strategic
acquisitions. It will also allow us to quickly irgeate a wider variety of product offerings withiarexisting portfolio. Given our
flexibility, we believe that we can move quicklydhbring customers and products into our system rooseeffectively than our
competitors

« Conservative balance she€bllowing the consummation of this offering, we egpto have approximately $10.0 million of
indebtedness outstanding under our new $60.0 mitéwolving credit facility, as well as approximit&15.0 million outstanding in
letters of credit. We believe our liquidity will@vide us with the financial flexibility to quicklgnd opportunistically take advantage of
market entry and strategic acquisition opportusi

« Experienced management te. Each member of our executive management tearoveas decade of senior management experiet
core aspects of the retail energy business, inofuenergy risk management, retail energy markeginglic company management and
mergers and acquisitions. Our Chief Executive @ffilNathan Kroeker, has over 10 years of seniorag@ment experience in the retail
energy industry, including four years with SparleEjy, and our Chief Operating Officer, Allison Wdlhs 15 years of experience in
operations, IT, customer care and marketing foessdvetail energy businesses. Our Chief Finar@ffiter, Georganne Hodges, has 11
years of experience in senior finance roles irréteil energy industry

Our Operations
Geographic Diversity

As of March 31, 2014, we operated in 46 utilityvées territories across 16 states and had apprdgignda22,500 residential customers
18,500 commercial customers, which translates ter 883,000 RCEs. We serve natural gas customelfs! intates (Arizona, Californ
Colorado, Connecticut, Florida, lllinois, IndiarMaryland, Massachusetts, Michigan, Nevada, Neweyefdew York and Ohio) and electric
customers in eight states (Connecticut, lllinoigriand, Massachusetts, New Jersey, New York, Bérarda and Texas).

We will continue to explore profitable expansiorpoptunities into new competitive states and contipetiutility service territories that v
believe present an attractive mix of supply, supperegulatory
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environments, potential customers and attractigtarner value propositions. The decision to enter irew competitive markets and/or uti
service territories is governed by several factoduding:

« attractiveness of local regulated utility prograutes, such as billing options and purchases obowst accounts receivab
e competitive landscap:

e regulatory climate

* market location and size; a

e our ability to provide value to custome

Customer Contracts and Product Offerings

Fixed and variable price contracts

We provide our customers with a choice of natuesl gnd electricity products pursuant to a variétgl@rnative pricing structures. For
year ended December 31, 2013, approximately 40%upfretail revenues were derived from the saleatfiral gas, and the remainder v
derived from the sale of electricity.

We offer a variety of fixed-price and variable-griservice options to our natural gas and elegtr@istomers. Under our fixgaFice servic
options, our customers purchase natural gas anttieity at a fixed price over the life of the coster contract, which provides our custon
with protection against increases in natural gas electricity prices. Our fixegrice contracts typically have a term of one to tyears fo
residential customers and up to three years fomoemial customers and most provide for an eariyiation fee in the event that the custo
terminates service prior to the expiration of tlatecact term. Our variable-price service optiongyca month-tomonth term and are pric
based on our forecasts of underlying commoditygsriand other market factors, including the comipetitandscape in the market and
regulatory environment. For instance, in a typitarket, we offer fixegrice electricity plans for 6, 12 and 24 months aatural gas plai
from 12 to 24 months, which may come with or withaumonthly service fee and/or a termination fee. 860 offer variable price natural
and electricity plans that offer an introductoryefil price that is generally applied for a certaimber of billing cycles, typically two billir
cycles in our current markets, then switches t@idable price based on market conditions. Our égiglans may or may not provide fc
termination fee, depending on the market and custdype.

As of March 31, 2014, approximately 51% of our maktgas customers had fixgaice contracts, and the remaining 49% of our ratga:
customers had variable-price contracts. As of M&Lh2014, approximately 43% of our electricity tousers had fixegyrice contracts, and t
remaining 57% of our electricity customers had afale-price contracts.

MNatural Gas Contracts Electricity Contracts

4%

4%

Viriaabli-prics

Green products and renewable energy credits

We offer renewable and carbon neutral (“gregrfducts in certain markets. Green energy prodargtsa growing market opportunity ¢
typically provide increased unit margins as a estimproved customer satisfaction and less coitipet Renewable electricity products all
customers to choose electricity sourced from wandar, hydroelectric and biofuel sources, throdghgurchase of renewable energy credits
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(“RECs"). Carbon neutral products give customers the optioretluce or eliminate the carbon footprint assediatith their energy usa
through the purchase of carbon offset credits. &peeducts typically provide for fixed or varialggdces and generally follow the terms of
other products with the added benefit of carborucédn and reduced environmental impact. We culyasfter renewable electricity in all
our electricity markets and carbon neutral natgeal in several of our gas markets.

In addition to the RECs we purchase to satisfyvmiuntary requirements under the terms of our @mt$rwith our customers, we must i
purchase a specified amount of RECs based on tlirgnof electricity we sell in a state in a yearsuant to individual state renewa
portfolio standards. We forecast the price forréguired RECs at the end of each month and incateahis cost component into our custa
pricing models.

Product Development Process

We identify market opportunities by developing priurves in each of the markets we serve and cangptire market prices and the pi
the local regulated utility is offering. We thenteenine if there is an opportunity in a particutaarket based on our ability to create
attractive product that is also able to enhancepoafitability. The attractiveness of a productrfr@ consumes standpoint is based on a var
of factors, including overall pricing, price statyil contract term, sources of generation and emwirental impact and whether or not
contract provides for termination and other feesdBct pricing is also based on a variety of fagtancluding the cost to acquire custome
the market, the competitive landscape and supplyeis that may affect pricing. We will begin to offeindled products in the third quarte
2014.

Customer Acquisition and Retention
Sales channels and acquisition of new customers

Once a product has been created for a particuldkanave then develop a marketing campaign usingnabination of sales channels, v
an emphasis on door-tisor marketing and outbound telemarketing. We ifleind acquire customers through a variety of toidal sale
channels, including our inbound customer care catiter, online marketing, email, direct mail, atfinprograms, direct sales, brokers
consultants. We typically employ eight to ten versdoinder shorterm contracts and have not entered into any exelumarketin
arrangements with vendors. Our marketing team coatisly evaluates the effectiveness of each custaoguisition channel and mal
adjustments in order to achieve targeted growthcarstbomer acquisition costs. We attempt to mairdailisciplined approach to recovery of
customer acquisition costs within defined periddsr product pricing objectives generally attempathieve a payback period on a custom
twelve months or less, after factoring in anticggatustomer attrition.

Our business model is also designed to integrate drganic growth and strategic acquisitions eéfitfy. We are currently implementing
outsourced, hosted billing and transaction platféinait aims to address all of our back office fumesi consistently across all markets.
expect the implementation to be completed by tle@2014. We believe these enhancements will impithe scalability of our back offi
processes and should also allow us to add newroessoorganically or through strategic acquisitioftse enhancements should also allow 1
quickly integrate a wider variety of product offags within our existing portfolio. Given our flexity, we believe that we can move quic
and bring customers and products into our systemne rast-effectively than our competitors.

Retaining customers and maximizing customer lifetralue

Our management and marketing teams devote signifiattention to customer retention. We have dewsop disciplined renew
communication process, which is designed to effeitireach our customers prior to the end of theremt term, and employ a team dedic
to managing this renewal communications processef@dly, customers are contacted between 45 andb@® prior to the expiration of t
customers contract through a variety of channels, includetters, postcards, telephone calls and electnowait. Through these contacts,
encourage retention and promote renewals.

We also apply a proprietary evaluation and segntientprocess to optimize value both to us and thstamer. We analyze historical us:
attrition rates and consumer behaviors to spedlficailor competitive products that aim to maximithe total expected return from ene
sales to a specific customer, which we refer toussomer lifetime value.
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Asset Optimization

Part of our business includes asset optimizatidiviaes in which we identify opportunities in theatural gas and electricity wholes
marketplace in conjunction with our retail procussthand hedging activities. Many of the competifpigeline choice programs in which
participate require us and other retail energy Bergpto take assignment of and manage naturatrgasportation and storage assets upsi
of their respective citgate delivery points. With respect to our allocaséorage assets, we are also obligated to buy rgedtigas in th
summer season (April through October) and sellwitddraw gas during the winter season (Novembesuh March). These purchase
injection obligations in our allocated storage #&ssequire us to take a seasonal long positionaitural gas. Our asset optimization t
determines whether market conditions justify heddhese long positions through additional derivatiansactions.

Our asset optimization group utilizes these alleddtansportation and storage assets, to the maxiextent possible, for retail custor
usage, and utilizes the remainder of these alldcassets to effect transactions in the wholesalkehaOur asset optimization group ¢
contracts with third parties for transportation astdrage capacity in the wholesale market. We aspansible for reservation and denr
charges attributable to both our allocated andi{party contracted transportation and storage agSetsasset optimization group utilizes tr
allocated and third-party transportation and steragsets in a variety of ways to either improvefifataility or optimize supplyside
counterparty credit lines.

We frequently enter into spot market transactionwhich we purchase and sell natural gas at thes ggimt or we purchase natural ga
one point or pool and ship it using our pipelinserations for sale at another point or pool, icheegase if we are able to capture a margin
view these spot market transactions as low rislabge we enter into the buy and sell transactionslgneously, on a back-tzack basis. W
will also act as an intermediary for market papi#its who need assistance with sherta procurement requirements. Consumers and su
will contact us with a need for a certain quantifynatural gas to be bought or sold at a spedfiation. We are able to use our contacts i
wholesale market to source the requested suppty wenwill capture a margin in these transactiong Wéw these transactions as low
because of their back-to-back nature.

The asset optimization group historically entergd iongterm transportation and storage transactions. Ryi@013, we entered into seve
hedging transactions associated with this capag&gya result of weathaelated pipeline transportation constraints, owtgieg strategy for tt
winter of 2012 through 2013 on one of those trati@as involving interruptible transportation regdtin losses that were recognized in
2012 and 2013. We have since revised our risk igslisuch that this business is limited to backdok purchase and sale transactions, or
positions subject to our aggregate net open posltioits, which are not held for a period longeaithtwo months. Further, all additio
capacity procured outside of a utility allocatiohretail assets must be approved by our risk cotemiithedges on our firm transporta
obligations are limited to two years or less anddieg of interruptible capacity is prohibited. Wdlwontinue to enter into these opportuni
transactions after the offering subject to strithierence to our revised risk policies.

We also enter into back to back wholesale transiastio optimize our credit lines with third-partyeegy suppliers. With each of our third-
party energy suppliers, we have certain contractedit lines, within which we are able to purchasergy supply from these counterpartie
we desire to purchase supply beyond these crediis|liwe are required to post collateral, in therfef either cash or letters of credit. As
begin to approach the limits of our credit linelwitne supplier, we may purchase energy supply &oather supplier and sell that supply tc
original counterparty in order to reduce our net pasition with that counterparty and open up addél credit to procure supply in the futt
We also perform certain gas marketing servicesufoaffiliate, whereby we take title to natural g&sn the tailgate of the affiliate’'natural ge
processing plant, sell the natural gas to tipagties and remit payment to the affiliate in aroant equal to that at which we sold the natura
to third parties. Our sales of gas pursuant togtadivities also enable us to optimize our créidés with thirdparty energy suppliers
decreasing our net buy position with those supgplier

Commoadity Supply

We hedge and procure our energy requirements framows wholesale energy markets, including bothsptay and financial markets &
through short and long term contracts. Ouhduse energy supply team is responsible for magagin commodity positions (including ene
procurement, capacity, transmission,
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renewable energy, and resource adequacy requirg)neithin risk tolerances defined by our risk magm@mgnt policies. We procure our nati
gas and electricity requirements at various tradinbs, city gates and load zones. When we procomemmdities at trading hubs, we
responsible for delivery to the applicable locajutated utility for distribution.

We purchase physical natural gas supply from mioae 200 counterparties in the wholesale naturahgaget. We periodically adjust ¢
portfolio of purchase/sales contracts based upatiragal analysis of our forecasted load requiremeNatural gas is then delivered to the |
regulated utility citygate or other specified delivery points where theal regulated utility takes control of the natugak and delivers it
individual customers’ locations.

In most markets, we typically hedge our electriggposure with financial products and then purchiasephysical power directly from t
ISO for delivery. From time to time, we use a comaltion of physical and financial products to hedge electricity exposure before buy
physical electricity in the day ahead real time keaifrom the ISO. Our physical and financial elieity supply is purchased at market pri
from more than 17 suppliers.

We are assessed monthly for ancillary charges asglaserves and capacity in the electricity sdmydhe ISOs. For instance, the 1SOs
charge all retail electricity providers for monthigserves that the 1ISO determines are necessargtict the integrity of the grid. We attemg
estimate such amounts but they are difficult tinestie because they are charged in arrears by the &8d are subject to fluctuations base
weather and other market conditions. Many of thigies we serve also allocate natural gas trartspion and storage assets to us as a p
their competitive choice program. We are requiredilt our allocated storage capacity with natugak, which creates commodity supply
price risk. Sometimes we cannot hedge the voluressciated with these assets because they are mbcgmmpared to the much larger b
transaction volumes required for trades in the wsale market or it is not economically feasibleacso.

Risk Management

Our management team operates under a set of ctepaiapolicies and procedures relating to theepase and sale of electricity and nal
gas, general risk management and credit and dolfectunctions. Our ifrouse energy supply team is responsible for magagin commodit
positions (including energy procurement, capadignsmission, renewable energy, and resource adggaquirements) within risk tolerant
defined by our risk management policies. We atteimpicrease the predictability of cash flows bideing our various hedging strategies.

The risk committee has control and authority oveofour risk management activities. The risk coittee establishes and oversees
execution of our credit risk management policy andcommodity risk policy. The risk management giek are reviewed at least annually
the risk committee typically meets quarterly toumeshat we have followed its policies. The risknroittee also seeks to assure the applic
of our risk management policies to new products Wwemay offer. The risk committee is comprisedof Chief Executive Officer, our Ch
Financial Officer and our risk manager who meetorgular basis as to the status of the risk manageactivities and positions. We emplc
risk manager who reports directly to our Chief Exee Officer and whose compensation is unrelatetiading activity. Commodity positio
are typically reviewed and updated daily basedndorimation from our customer databases and pricifagmation sources. The risk policy <
volumetric limits on intraday and end of day longdashort positions in natural gas and electriditiith respect to specific hedges, we F
documented a formal delegation of authority deliegaproduct type, volumetric, tenor and timing saation limits to the energy sup
managers. The risk manager reports to the risk dtieerany hedging transactions that exceed thdsgated transaction limits.

Commodity Price and Volumetric Risk

Because our contracts require that we delivemfalural gas or electricity requirements to manguwfcustomers and because our custome
usage can be impacted by factors such as weatleemay periodically purchase more or less commottign our aggregate custor
volumetric needs. In buying or selling excess vaamwe may be exposed to commaodity price volatilityorder to address the poter
volumetric variability of our monthly deliveries fdixed-price customers, we implement various hedging esgias to attempt to mitigate ¢
exposure.
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Our commodity risk management strategy is desigededge substantially all of our forecasted volsnee our fixedprice custome
contracts, as well as a portion of the near-tertardes on our variablprice customer contracts. We use both physicalffiaadcial products 1
hedge our fixegrice exposure. The efficacy of our risk managenpeogram may be adversely impacted by unanticipetetits and costs tl
we are not able to effectively hedge, including@bmal customer attrition and consumption, certanable costs associated with electri
grid reliability, pricing differences in the localarkets for local delivery of commodities, unamiatied events that impact supply and den
such as extreme weather, and abrupt changes imahleets for, or availability or cost of, financiaktruments that help to hedge commc
price.

Customer demand is also impacted by weather. Weutil#tg-provided historical and/or forward projected customolumes as a basis
our forecasted volumes and mitigate the risk ofseal volume fluctuation for some customers by pasing excess fixegrice hedges with
our volumetric tolerances. Should seasonal demawdeel our weatharermalized projections, we may experience a negatiwpact o
financial results.

In addition to our forward price risk managemerprapch, described above, we may take further meagarreduce price risk and optirr
our returns by (i) maximizing the use of storageour daily balancing market areas in order to gigethe flexibility to offset volumetr
variability arising from changes in winter demalfig);entering into daily swing contracts in our lyabalancing markets over the winter mot
to enable us to increase or decrease daily volufm@smand increases or decreases; and (iii) punohasut-of-themoney call options f
contract periods with the highest seasonal volumeisk to protect against steeply rising pricesifr customer demands exceed our fore
Being geographically diversified in our deliveryeas also permits us, from time to time, to emplesets not being used in one area to 1
areas, thereby mitigating potential increased prfoe natural gas that we otherwise may have hatquire at higher prices to meet increi
demand.

We utilize NYMEX-settled financial instruments tdfset price risk associated with volume commitmeamtsler fixedprice contracts. Tt
NYMEX-based financial instruments are settled againsh @@onth’s last trading day’closing price for natural gas listed on the NYN
Henry Hub futures contract.

Basis Risk

We are exposed to basis risk in our operations wherommodities we hedge are sold at differenteil points from the exposure we
seeking to hedge. For example, if we hedge ourralaias commodity price with Chicago basis but pdaissupply must be delivered to
individual delivery points of specific utility syais around the Chicago metropolitan area, we gresexl to basis risk between the Chic
basis and the individual utility system deliveryimie. These differences can be significant frometita time, particularly during extren
unforecasted cold weather conditions. Similarlycéntain of our electricity markets, customers gagyload zone price for electricity, so if
purchase supply to be delivered at a hub, we mag basis risk between the hub and the load zomtrieiey prices due to local congestion 1

is not reflected in the hub price. We attempt tddeebasis risk where possible, but hedging instnisn@re sometimes not economically fea:
or available in the smaller quantities that we rexju

Customer Credit Risk

Our credit risk management policies are designdiiio customer credit exposure. Credit risk is raged through participation in purch
of receivables (“POR”programs in utility service territories where symbgrams are available. In these markets, we mothitocredit rating
of the local regulated utilities and the parent pamies of the utilities that purchase our custoaemounts receivable. We also periodic
review payment history and financial informatiorr tbe local regulated utilities to ensure that wenitify and respond to any deteriora
trends. In norPOR markets, we assess the creditworthiness ofapphlcants, monitor customer payment activities addhinister an acti
collections program. Using risk models, past cregjierience and different levels of exposure irheddhe markets, we monitor our aging,
debt forecasts and actual bad debt expenses atidually adjust as necessary.

In many of the utility services territories where wonduct business, POR programs have been ek&hlishereby the local regulated uti
offers services for billing the customer, collegtimayment from the
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customer and remitting payment to us. This serkésailts in substantially all of our credit risk bgilinked to the applicable utility and not
our enduse customer in these territories. For the yeae@mkecember 31, 2013, approximately 47% of ouiilretaenues were derived frc
territories in which substantially all of our credsk was directly linked to local regulated utilicompanies, all of which had investment g
ratings as of such date. During the same periodpawe these local regulated utilities a weightedrage discount of less than 1.0% of 1
revenues for customer credit risk. In certain @ BOR markets in which we operate, the utilitigstltheir collections exposure by retaining
ability to transfer a delinquent account back tdarscollection when collections are past due fapacified period. If our collection efforts
unsuccessful, we return the account to the loaqalleged utility for termination of service. Unddrese service programs, we are expos
credit risk related to payment for services rendetering the time between when the customer issfeared to us by the local regulated ut
and the time we return the customer to the utibtytermination of service, which is generally dogwo billing periods. We may also realiz
loss on fixed-price customers in this scenario wuthe fact that we will have already fully hedgld customes expected commodity use
for the life of the contract.

In nonPOR markets (and in POR markets where we may choatieect bill our customers), we manage custoonedit risk through form.
credit review, in the case of commercial customars] credit score screening, deposits and disctionefor nonpayment, in the case
residential customers. Generally, new applicantsoinPOR markets are subject to credit screening poi@cteptance as a customer. We
maintain an allowance for doubtful accounts, whiepresents our estimate of potential credit lossseciated with accounts receivable {
customers within noROR markets. We assess the adequacy of the allewfancoubtful accounts through review of the agifigcustome
accounts receivable and general economic conditionthe markets that we serve. Our bad debt expémseach of the years enc
December 31, 2013 and 2012 was less than 1.0%ailf nevenues.

We have limited exposure to high concentrationsatés volumes to individual customers. For the gedled December 31, 2013, our lar
customer accounted for less than 1% of total retargy sales volume.

Counterparty Credit Risk in Wholesale Market

We are exposed to wholesale counterparty creditimiur retail and asset optimization activitigée do not independently produce nat
gas and electricity and depend upon third parte®@r supply, which exposes us to counterpartgitresk. If the counterparties to our sup
contracts are unable to perform their obligatioms,may suffer losses, including as a result of dpeinable to secure replacement supplit
natural gas or electricity on a timely and ceffective basis or at all. At December 31, 201Fragimately 82% of our total exposure of $1
million was either with an investment grade custooreotherwise secured with collateral.

Competition

The markets in which we operate are highly comipetitin markets that are open to competitive chaiteetail energy suppliers, ¢
primary competition comes from the incumbent ytiihd other independent retail energy companiethdrelectricity sector, these competi
include larger, welkapitalized energy retailers such as Direct Endrgy, FirstEnergy Solutions Inc., Just Energy Grénc. and NRG Energ
We also compete with small local retail energy pitexs in the electricity sector that are focusediesively on certain markets. Each ma
has a different group of local retail energy previgl With respect to natural gas, our national atitgys are primarily Direct Energy a
Constellation Energy. Our national competitors galfe have diversified energy platforms with mulépmarketing approaches and br
geographic coverage similar to us. Competitionachecase is based primarily on product offering;gpand customer service.

The competitive landscape differs in each utiligrvice area and within each targeted customer seigmer the last several year:
number of utilities have spun off their retail metikg arms as part of the opening of retail contioetiin these markets. For the mithrke
commercial customer, competitive challenges comenfthe local regulated utility and its affiliatedarketing company, as well as ot
independents. However, this segment is still tlastleargeted segment among our competition prigndrile to the difficulty in estimatit
customer usage and obtaining sufficient margin. [ahge commercial, institutional and industrial
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segments are very competitive in most markets wihrly all customers having already switched awaynfthe local regulated utility to
alternate provider. National affiliated utility nkeaters, energy producers and other independerit egtargy companies often compete
customers in this segment. Historically, we havefocused on this segment.

Our ability to compete by increasing our marketrshdepends on our ability to convince customerswitch to our products and servic
Many local regulated utilities and their affiliatesay possess the advantages of name recogniting, dperating histories, longtanding
relationships with their customers and accessranttial and other resources, which could pose gettive challenge to us. As a resul
these advantages, many customers of these loaalated utilities may decide to stay with their l6ntge energy provider if they have b
satisfied with their service in the past.

Markets that offer POR programs are generally noomapetitive than those markets in which retail gggsroviders bear customer cre
risk. Market participants are significantly shieddigom bad expense, thereby allowing easier emity the market. In these markets, we
additional competition as barriers to entry ars l@serous.

Seasonality of our Business

Our overall operating results fluctuate substalytiah a seasonal basis depending on: (i) the gebgranix of our customer base; (ii)!
relative concentration of our commodity mix; (Weather conditions, which directly influence therdmd for natural gas and electricity
affect the prices of energy commodities; and (afiability in market prices for natural gas andctiieity. These factors can have mate
shortterm impacts on monthly and quarterly operatingilteswhich may be misleading when considered datsif the context of our anni
operating cycle.

Our accounts payable and accounts receivable gracted by seasonality due to the timing differertmetsveen when we pay our suppl
for accounts payable versus when we collect fromoustomers on accounts receivable. We typically @ar suppliers for purchases o
monthly basis. However, it takes approximately twonths from the time we deliver the electricitynattural gas to our customers before
collect from our customers on accounts receivatiféatable to those supplies. This timing diffecencould affect our cash flows, especi
during peak cycles in the winter and summer months.

Natural gas accounts for approximately 40% of @tail revenues, which exposes us to a high dedgrseasonality in our cash flows ¢
income earned throughout the year as a resultedfitth concentration of heating load in the wimtemths. We utilize a considerable amout
cash from operations and borrowing capacity to faodking capital, which includes inventory purcha$®mm April through October each ye
We sell our natural gas inventory during the momihdNovember through March of each year. We expleat the significant seasona
impacts to our cash flows and income will contimuéuture periods.

Regulatory Environment

We operate in the highly regulated natural gasedacdtricity retail sales industry in all of our pestive jurisdictions. We must comply w
the legislation and regulations in these jurisditsi in order to maintain our licensed status andotttinue our operations, and to obtain
necessary licenses in jurisdictions in which wenpta compete. Licensing requirements vary by sthtd, generally involve regul:
standardized reporting in order to maintain a lggeim good standing with the state commission mesipte for regulating retail electricity a
gas suppliers. There is potential for changeséte degislation and regulatory measures addredis@gsing requirements that may impact
business models in the applicable jurisdiction.abidition, as further discussed below, our marketiegvities and customer enrollm
procedures are subject to rules and regulatioriseastate and federal level, and failure to compityh requirements imposed by federal
state regulatory authorities and, in at least aniediction, state utilities could impact our ligdmg in a particular market.

Our marketing efforts to consumers, including bat limited to telemarketing, door-teor sales, direct mail and online marketing,
subject to consumer protection regulation includstgte deceptive trade practices acts, FederaleT@@mmission (“FTC”)marketing
standards, and state utility commission rules gumercustomer solicitations and enroliments, amathgrs. By way of example, telemarke
activity is
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subject to federal and state do-not-call regulatod certain enrollment standards promulgated bie stegulators. Door-tdeor sales a
governed by the FTC’s “Cooling Off” Rule as well statespecific regulation in many jurisdictions. In matkén which we conduct custon
credit checks, these checks are subject to therezgents of the Fair Credit Reporting Act. Violat®of the rules and regulations governing
marketing and sales activity could impact our |leero operate in a particular market, result irpsasion or otherwise limit our ability
conduct marketing activity in certain markets, gulentially lead to private actions against us. dbwer, there is potential for change
legislation and regulatory measures applicableutonmarketing measures that may impact our busimestels.

Our participation in natural gas and electricityoldsale markets to procure supply for our retastemers and hedge pricing risk is suk
to regulation by the Commodity Futures Trading Cassion, including regulation pursuant to the Ddédnk Wall Street Reform a
Consumer Protection Act. In order to sell electmergy, capacity and ancillary services in the wbale electricity markets, we are require
have market-based rate authorization from FERC (RvBithorization”).We are required to make status update filings tBEHo disclose ar
affiliate relationships and quarterly filings to RE regarding volumes of wholesale electricity salesorder to maintain our MB
Authorization.

The transportation and sale for resale of natuaalig interstate commerce have been regulated daycas of the U.S. federal governm
primarily FERC under the Natural Gas Act of 1938 Natural Gas Policy Act of 1978 and regulatiossieéd under those statutes. Fi
regulates interstate natural gas transportatiesrahd service conditions, which affects our abilit procure natural gas supply for our re
customers and hedge pricing risk. Since 1985, FBERLendeavored to make natural gas transportative accessible to natural gas bu
and sellers on an open and non-discriminatory bAstisough FERCS orders do not attempt to directly regulate naiaa retail sales, they
intended to foster increased competition withinpddhses of the natural gas industry. As a shippaeatural gas on interstate pipelines, we
subject to those interstate pipelines’ tariff regmients and FERC regulations and policies appkctbshippers.

On December 26, 2007, FERC issued Order 704, &rite on the annual natural gas transaction ragpntequirements, as amendec
subsequent orders on rehearing. Under Order 70dlesdle buyers and sellers of more than 2.2 militMBtus of physical natural gas in
previous calendar year, including natural gas gatseand marketers, are now required to reporiMan 1 of each year, aggregate volume
natural gas purchased or sold at wholesale intiloe galendar year to the extent such transactititize, contribute to, or may contribute to
formation of price indices. It is the responsilyilaf the reporting entity to determine which indival transactions should be reported base
the guidance of Order 704. Order 704 also requirtagket participants to indicate whether they repaoites to any index publishers, and if
whether their reporting complies with FER(Jolicy statement on price reporting. As a whdiebayer and seller of natural gas, we are su
to the reporting requirements of Order 704.

Changes in law and to FERC policies and regulatimay adversely affect the availability and relidgpilof firm and/or interruptibl
transportation service on interstate pipelines, wadcannot predict what future action FERC willeakVe do not believe, however, that
regulatory changes will affect us in a way thatenatly differs from the way they will affect oth@atural gas marketers and local regul
utilities with which we compete.

Employees

We employed 143 people as of March 31, 2014. Wenatea party to any collective bargaining agreememtd have not experienced
strikes or work stoppages. We consider our relatiatith our employees to be satisfactory. From timeime we utilize the services
independent contractors and vendors to perfornouarservices.

Facilities

Our corporate headquarters is located in Houstera3. We believe that our facilities are adequate@r current operations. We share
corporate headquarters with certain of our afééatSpark Energy Ventures is the lessee undeeése lagreement covering these facilities
pay the entire lease payment on behalf of Sparkdyridentures and we are reimbursed by our afféidte their share of the leased space.
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Legal Proceedings

From time to time, we are a party to ongoing lggalceedings in the ordinary course of business.d&/@ot believe the results of th
proceedings, individually or in the aggregate, Wilve a material adverse effect on our businesandial condition, results of operation:
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 condu
by local, publiclyfunded companies that had no competition in theipective markets. In the 1980s and 1990s, swgitddtures began pass
laws designed to create competitive retail salessapply in the natural gas markets, and the catiyeetestructuring of electricity markets
the United States followed approximately a decader! According to DNV GL, electricity sales in cpatitive markets have increased fi
259 TWh in 2003 to 757 TWh in 2013, representind &183% compounded annual growth rate (“CAGR”") aherlast decade.

The graph below from DNV GL highlights the increaseelectricity sales in competitive markets in ttrited States from 2003 throt
2013.

U.S. Competitive Electricity Sales Market Size (2082013)

Bl

B Mon-Residential Fesadentin

= Too
-
= o B
=) ) 154 50
> Gl
*’: 00 ”3
E Ll
£ 400 e
z
al g
- 10 564
e
-; o0
E 4
£ oo k1]
“

1l

I3 ZiW4 2005 2006 0 2007 ZME 2009 20100 2011 200 24013

Source: DNV GL Q4 2013 Retail Energy Outlook.

As of December 31, 2013, 20 states and the DistficZolumbia allow some form of customer choice étectricity supply (according
DNV GL) and 21 states and the District of Columb&ve passed legislation or adopted programs tleat @ustomers to purchase natural
from retail energy companies other than the loegjulated utility (according to the EIA). In statead service territories where re
competition is allowed, customers may choose frieenked providers of the energy commodity. The aitipn among retail energy suppli
provides a variety of service plans that give restil and commercial consumers flexibility in thenergy purchases. The availability
characteristics of product offerings by retail @yecompanies vary widely.
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The following map identifies the states that haassed legislation to create competitive markets ghamit energy retailers to sell natt
gas and/or electricity.

United States Electricity and Natural Gas Deregulabn

B etueal Gas
[ ectriciy
RN ot

[ meioher

SourceDNV GL, EIA.

Energy retailers typically provide customers witlhvagiety of fixed-price and variablgrice service options for varying periods of tinhe
general, large commercial and industrial custonaeesserviced by more complex, structured energplgumntracts with terms of up to fi
years. By contrast, residential and small commEkctistomers are typically serviced by sl-term, month-to-month variablerice contracts «
fixed-term, fixed-price contracts with terms of tpthree years. Some energy retailers focus on améycustomer segmene ., residential’
while others focus on the full spectrum of custané&mnergy retailers can sell both natural gas éxdrécity to the same customers in states
allow retail energy sales for both commodities aetre they are licensed to sell both products.

Unlike local regulated utility companies whose satge regulated and approved by the state puhlity dommissions, or PUCs, enel
retailers’ rates for retail natural gas and electricity supiplyrestructured markets are determined by a waétfactors, including, but n
limited to, wholesale commodity costs, transpootatand storage costs, charges by the independsténsyoperator (“ISO”)jndividual
customer consumption profiles, competitive forggsplicable rules and regulations and the businkfgxtives of market participants.

Natural Gas Industry
Overview

The natural gas industry provides for the sourcslgpping, storage and distribution of natural gagnduse customers. There are tt
primary components of the natural gas industry:

Production and ProcessingNatural gas is produced from domestic and inteonali natural gas and crude oil wells, processedther
transported across North America, typically viatomental and intercontinental pipelines. Most natgas that is consumed in North Americ
also produced in North America, although a smaiteetage is imported in the form of liquefied natugas (“LNG”). Natural gas produce
sell natural
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gas to large endsers such as power generators (for conversionofiiex uses), natural gas local regulated utilitegergy retailers and oth
(for direct consumption).

Transportation and Storagé North America, natural gas is shipped througtional and local pipeline systems and contineniaglmnes t
downstream markets. Natural gas can be storedcifities located at or near the production sit@nagl the transmission line or at deliv
points. The storage facilities can either be retgdlas part of the utility’s rate base or unregadadand owned by noutility supply aggregator
In addition to utilities that own storage facilgiesupply aggregators also play a wholesale madtetbetween producers and end usel
providing natural gas storage services, backstgpgénvices and operational services.

Distribution and DeliveryMost natural gas utilities do not own their ownurat gas wells, and typically operate as distrifmtinly entities
buying natural gas from multiple suppliers over tiplg pipelines to service their customers. Natgas local regulated utility companies
and distribute natural gas in their franchise atbasugh their own distribution networks pursuamtat variety of upstream and downstr
transmission pipeline, storage and distributioreagrents. Local regulated utilities manage natwuaalflpws and are responsible for operati
considerations and system expansions under trgitaied mandate to deliver natural gas. The tdlerged by local regulated utilities for
transportation of natural gas through their pipeliystems are regulated by government agencieararnghssed through to customers. In <
with competitive natural gas supply, energy retailare entities that market and sell natural gasnabusers, allowing customers to cho
between purchasing natural gas from the energyleetar from a local regulated utility. Energy rid¢as buy wholesale natural gas fror
variety of sources including, but not limited tataral gas producers, financial institutions andrgn companies that actively trade natural
Energy retailers resell the natural gas to eser customers at unregulated rates, in an attengaipture the margin between the wholesale
and the price at which they sell natural gas taaasrs.

Natural gas energy retailers are responsible fbvatg of the natural gas to the local regulatetitytcity gate (e.g., the point at which t
pipeline meets the local regulated utilgylocal distribution network) for their customerage. The following chart illustrates the vari
components and processes of the natural gas igdagtre 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 generafitrtansmission and delivery of electricity to #reduse consumer. There are three prir
components of the electricity industry:

Generation.Electricity is generated at a power plant or statiBower is generated through variety of traditionathods, such as therr
(coal, natural gas and oil) and nuclear power, e as through the use of renewable resourcesydiy, wind, water, sunlight, biofuels &
wood waste. Historically, government and privateestor-owned utility companies have controlled eletricity generation component.
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TransmissionAfter generation, high voltage transmission linasrg the electricity throughout the power systenelectrical substations.
many markets, regional transmission organizatitiR$ ©s”) and Independent System Operators (“IS@sdhage the electricity flows, maint
reliability and administer transmission accesstf@ electric transmission grid in a defined regiBT.Os and 1SOs coordinate and mor
communications among the generator, distributorematgy retailer. Additionally, RTOs and 1SOs man#ue reakime electricity supply ar
demand. The transmission system is regulated by(0FER

Distribution and Delivery.Once electricity has been transmitted through tigen lvoltage power grid, local regulated utilitiesedt the
electricity to lower voltage distribution networkshich ultimately connect to the customer. Thessvaeks are comprised of lines of varit
voltage levels, substations, transformers and metdrese lines are regulated by PUCs and are mahggie local regulated utilities.

In states that have authorized retail competitemergy retailers market and sell electricity to -esdrs providing customers with
alternative to purchasing their electricity froneithlocal regulated utility. Energy retailers typlly do not generate electricity and instead
wholesale electricity from a variety of sourcegluding, but not limited to, directly from a gentoa facility, from financial institutions, fro
the 1ISOs and RTOs, or from energy companies thiated trade power. Energy retailers then resedl #bectricity to endiser customers
unregulated rates, in an attempt to capture thgimaetween the wholesale cost and the price attwihiey sell the electricity to customers.

Energy retailers that sell electricity are respblesfor delivery of electricity to the local regtdd utility load zone, which is an aggrega
of points on the transmission system at which glzenergy is received or furnished at a specificepfor any given hour, for their custor
usage. The following chart illustrates the varioamponents and processes of the electricity ingusthe United States.

Retail Energy Market Opportunities
Low Focus of Competitors on Natural Gas

We believe that the retail energy industry hasohisally concentrated its efforts on the electyicside of the business with relatively |
capital investment and market research being ddvot¢he development of retail natural gas busemsAs of December 31, 2013, only 11
of the eligible residential natural gas customac@rding to the EIA) in the states where we opevedre served by an energy retailer ¢
than the local regulated utility. We believe thisgents market entry opportunities that we intenchpitalize on by focusing our marketing
sales channels efforts on increasing our naturalcgatomer base in markets where we believe stichisewill increase the profitability of o
business.

Low Penetration

In most competitive energy markets, the majorityesfidential and commercial customers have notchett to a retail energy company
continue to be served by the local regulated wtilks of December 31, 2013, only 11.2% of the blgiresidential natural gas custon
(according to the EIA) and only 32.9% of the ellgilbesidential electricity customers (accordingXdV GL) in the states where we opel
were served by an energy retailer other than tbal leegulated utility or its retail affiliate. Magament believes these underserved resid
markets provide an opportunity for further penétrabver the foreseeable future as more custormeasrbe aware of their option to choos:
energy retailer other than the local regulatedtytil
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Existing Addressable Market in Which Spark Currently Operates
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Customer Growth

Notwithstanding the low current penetration rateertergy retailers compared to local regulatedtigtdl, according to the EIA, over the |
decade, residential natural gas accounts servezbimpetitive energy retailers have grown from appnately 3.8 million to approximate
6.6 million (5.6% CAGR) and noresidential natural gas accounts have grown fropraimately 433,944 to approximately 837,365 (4
CAGR). According to DNV GL, over the last decadesidential electricity accounts served by competitlectricity suppliers have gro
from approximately 2.3 million to approximately 2@nillion (21.8% CAGR) and noresidential electricity accounts have grown f
approximately 473,000 to approximately 2.8 millid®.6% CAGR).

According to DNV GL, licensing activity for mass rkat retail electric suppliers over the last yearoas all competitive energy mark
continues to maintain a substantial pace. Custagnewth and licensing activity is projected to comg experiencing growth, fueled
increased consumer awareness, changing utilitep@and product innovation, as well as a favoragdelatory policy environment. As a res
management believes there is a significant oppitytdior competitive retailers to gain market shaseoffering consumers innovative prod
options, excellent customer service and serving @smpetitive choice for their energy supply.
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Electricity Accounts Switched by a Competitive Supfier
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U.S. Competitive Electricity Market Size (2003-2013
Fragmentation and Consolidation

We believe that favorable market conditions, inglgdower natural gas and electricity prices and tesidential customer penetration, h
led to an increase in the number of energy retilerthe United States. The vast majority of theew entrants are small regional ent
retailers, which often experience rapid customervgn but have not historically had reliable accmssapital or economies of scale to sup
this growth over the longer term or react to chaggiommaodity price environments. According to DNV, ®5 residential electricity retaile
were active as of June 2013, approximately 77% ¢50)hich had fewer than 300,000 electricity custosy and approximately 55% (36
which had fewer than 100,000 electricity customers.

According to DNV GL, market consolidation among tlaege number of competitive electricity retailersntinues at a growing pa
Twenty{wo acquisitions of electricity retailers, somewdfich also provide natural gas, and similar typesvenership transfers were comple
from January 1, 2013 to September 30, 2013. Maneagefvelieves that the current environment of snmilvate energy retailers prese
significant acquisition opportunities to consolielamaller retailers into our larger and more sdelptatform and increase market share.

Retail Energy Systems
Purchase of Receivables Programs

In many of the competitive markets in the Unitedt&¢, the local regulated utilities provide a smrvo the retail energy providers wher
the local regulated utility bills the retail energyovider's customer, collects payment from the customerramdts the payment to the re
energy provider, less a POR discount for custormeicrisk. This type of program, in which the lbcegulated utility takes on some or al
the collection risk, is known as a “purchase okreables” or “POR’program, and the programs vary from market to masith respect to tf
amount of coverage provided. Depending on the miatke retail energy providers pay the local retpdautilities a POR discount of up
3.5% of revenue. In some markets, the utilitied lviit their collections exposure through theirila to transfer a delinquent account to
retail energy provider when collections are past fitw a specified period, allowing the retail enepgovider to pursue its own collection effc
or return the account to the utility default seevitn many markets, a dual billing system is usedsyant to which the local regulated uti
bills the customer for natural gas and electrigitypply. The local regulated utility generally doest provide collections assistance in «
billing systems.
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Regulatory Environment

Energy retailers are governed by state and fedgmhcies including FERC and PUCs. Energy retadpesate as public utilities under
Federal Power Act and, if they engage in wholeaatévities, they are required to have market-basses (“MBR”) authorization from FER
in order to sell electricity in the wholesale markeBR authorization is related to wholesale salé&lectric energy, capacity and ancill
services and relates to mitigating horizontal aedizal market power.

Energy retailers are required to make quarteringd to FERC regarding volumes of wholesale eleityri(and after certain volun
thresholds, natural gas) sold and to disclose #iliate relationships. Energy retailers are geitgricensed under state regulation to pro
natural gas and electricity to ende customers. The term of the license variesdig.sin states where licenses expire, the enetgjjeehas t
apply for a renewal of its license. The state PW@utations define customer protection standardsrdsidential and small commer
customers. Energy retailers are required to respmmady customer complaints received from the PWU@ustomers and to update licenses
information on an annual or as needed basis.
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MANAGEMENT

Directors and Executive Officers
The following sets forth information regarding alirectors, director nominees and executive officers

Name Age Position
W. Keith Maxwell 111 49  Chairman of the Board of Directors, Direc
Nathan Kroeke 40  Director, President and Chief Executive Offi
Allison Wall 41  Chief Operating Office
Georganne Hodge 48  Chief Financial Office
Gil Melman 48  Vice President, General Counsel and Corporate &ey|
James G. Jones 45  Director Nominee
John Ead: 64  Director Nominee
Kenneth M. Hartwick 51  Director Nominee
W. Keith Maxwell 111. Mr. Maxwell serves as noexecutive Chairman of the Board of Directors, arasvappointed to this position

connection with the offering. Mr. Maxwell serves ¢ Chief Executive Officer of Spark Energy Vemesir Mr. Maxwell also serves
Chairman of the board of directors and Chief ExigeuOfficer of Marlin Midstream GP, LLC, and as €hExecutive Officer of NuDew(
Partners, LLC and Associated Energy Services, Beh ef which is affiliated with us. Prior to foundi the predecessor of Spark Energ
1999, Mr. Maxwell was a founding partner in WickddEnergy, an oil and natural gas services compar994. Wickford Energy was sold
Black Hills Utilities in 1997. Prior to Wickford Ergy, Mr. Maxwell was a partner in Polaris Pipelimenatural gas producer services
midstream company sold to TECO Pipeline in 19942040, Mr. Maxwell was named Ernst & Young Entremner of the Year in the Enert
Chemicals and Mining category. A native of Houstbaxas, Mr. Maxwell earned a BachekiDegree in Economics from the Universit
Texas at Austin in 1987. Mr. Maxwell has severallatthropic interests, including the Special Olyo®iChild Advocates, Salvation Arn
Star of Hope and Helping a Hero. We believe that WMaixwell's extensive energy industry background, leaderskgerience developed wk
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 semgesur President and Chief Executive Officer. Modker has served
President since April 2012, and was appointed a<bief Executive Officer in connection with thiffering in April 2014. Prior to serving
our President and Chief Executive Officer, Mr. Kkeeserved as our Chief Financial Officer from JABAO to April 2012 and as the Ct
Financial Officer of Marlin Midstream Partners, L.R midstream energy company that is affiliatethwis, from July 2010 to January 2C
Prior to his employment by Spark Energy and Makliidstream, Mr. Kroeker was Senior Vice PresideimaRce, for Macquarie Energy,
global energy supply, trading and logistics divisiof Macquarie Bank, from December 2009 to July®@hd was employed as the C
Financial Officer of the retail business divisioh@irect Energy, a retail energy service provideom March 2006 to August 2009, anc
various other management roles in Direct Enexgyhance group from March 2004 until March 2006t. Kroeker holds a Bachelor
Commerce degree from the University of Manitoba &na licensed Chartered Accountant in Canada abdrafied Public Accountant in t
state of Texas. Mr. Kroeker was selected to sesva director because of his management expertsdiarextensive financial backgrounc
the retail energy business.

Allison Wall . Ms. Wall serves as our Chief Operating Officepagition she has held since joining Spark Enengyainuary 2013. Prior
joining Spark Energy, she served as the Executive Yresident and Chief Operating Officer at StarPPewer, a retail electricity provid
from September 2010 through October 2012 afterisgras Vice President, Residential at Champion g@n&ervices from September 200!
September 2010. Ms. Wall served as Vice Presid@merations and Vice President, Customer Care asdi&gialMarketing at Gexa Enen
from 2004 to 2009. Ms. Wall holds a Bachelor ofebcie degree from Clarksdgniversity, a Master of Science from University érth
Carolina—Chapel Hill and a Master of Business Adstmtion from Tulane University.
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Georganne Hodges . Ms. Hodges serves as our Chief Financial Offiagupsition she has held since November 2013. Ryifmining Spar
Energy, she served as the Chief Financial Officerfirect Energys retail energy business from August 2009 to Ogt@942 and in variot
other senior financial managerial roles from Jan2&06 to July 2009. Ms. Hodges holds a Bacheldusiness Administration in Accounti
from Baylor University and is a licensed certifipgblic accountant in the state of Texas.

Gil Melman . Mr. Melman serves as our Vice President, Gen@mlnsel and Corporate Secretary, a position henblssince Februa
2014. Prior to joining Spark Energy, Mr. Melmanvaat as the General Counsel to Madagascar Oil Limia oil and gas exploration ¢
production company, from August 2008 to OctoberRrior to joining Madagascar Oil Limited, Mr. Mehn acted as general counsel and i
house counsel to several energy companies andaatgrivate equity fund. Mr. Melman began hisesarpracticing corporate law with
law firm of Vinson & Elkins LLP, where he represedtpublic and private companies, investment funi$ iavestment banking firms
numerous mergers and acquisitions and capital retlensactions, primarily in the energy induslty. Melman holds a Bachelor of Busin
Administration degree in Accounting from The Unisi¢y of Texas at Austin and a Doctor of Jurisprudefrom the University of Texas
Austin School of Law.

James G. Jones || . Mr. Jones will be appointed to our board of dioes in connection with this offering. Prior to shoffering, Mr. Jone
worked at Ernst & Young LLP from 1998 to March 20i¥here he most recently served as a tax partneesluly 2011. Mr. Jones hold
Doctor of Jurisprudence from Louisiana State Ursitgrand a Bachelor of Science in Accounting frdra University of Louisiana at Monrc
Mr. Jones was selected as a director nominee beaduss extensive tax and financial backgroungvall as his management expertise. U
his appointment, we anticipate that Mr. Jones sélive as the Chairman of the Audit Committee.

John Eads . Mr. Eads will be appointed to our board of diogstin connection with this offering. Mr. Eads @ntly serves as Presiden
Sierra Resources, LLC, a privatdigld oil and gas company, a position he has halktes2002, where he directly supervises the negmiiainc
closing of all of Sierra Resources, LLgCacquisitions and exploratory projects. Mr. Eaals heen an independent producer in the oil andal
gas industry for over 37 years. Mr. Eads holds ehBkor of Science in Mechanical Engineering fromutBern Methodist University anc
Masters of Business Administration from the Uniutgr®f Texas. Mr. Eads was selected as a directoninee because of his substal
knowledge of the natural gas industry and his mssinleadership and management expertise.

Kenneth M. Hartwick . Mr. Hartwick will be appointed to our board ofettors in connection with this offering. Priorttas offering, Mr
Hartwick served in various roles for Just Energp@r Inc., a retail natural gas and electricity ey, most recently serving as President
Chief Executive Officer from 2004 through 2014. Miartwick also served for Just Energy Group Ind?eesident from 2006 to 2008, as C
Financial Officer from 2004 to 2006 and as a doedtom 2008 to 2014. Mr. Hartwick also servedfss Chief Financial Officer of Hydro Or
Inc., an energy distribution company, from 20026®4. Mr. Hartwick currently serves as a directbAtiantic Power Corporation, a pow
generation plant operator, a position he has hielces2004. Mr. Hartwick holds an Honours of Bussidégiministration degree from Tre
University. Mr. Hartwick was selected as a diregtominee because of his extensive knowledge ofettaél natural gas and electricity busir
and his leadership and management expertise.

Composition of Our Board of Directors
We anticipate that our board of directors will dshsf five members upon the completion of thiseofig.

In evaluating director candidates, we will assebether a candidate possesses the integrity, judgrkeowledge, experience, skills ¢
expertise that are likely to enhance the baagadility to manage and direct our affairs and messs, including, when applicable, to enhanc
ability of committees of the board to fulfill theduties.
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Director Independence

We anticipate that our board of directors will dehf five members upon the completion of thiseoffig. We have reviewed 1
independence of our directors using the indeperelstandards of the NASDAQ Global Market and, basethis review, determined that I
Jones, Mr. Eads and Mr. Hartwick are independetitivthe meaning of the NASDAQ Global Market stamidacurrently in effect and Rt
10A-3 of the Exchange Act.

Controlled Company

Because NuDevco will control more than 50% of outstanding voting power following this offering, well qualify as a ‘tontrollec
company”as that term is defined under the corporate govemaules of the NASDAQ Global Market. Therefores may elect not to comg
with certain NASDAQ corporate governance requiretmemcluding (i) the requirement that a majoritfytbe board of directors consist
independent directors, (ii) the requirement to haveominating/corporate governance committee coetpesitirely of independent direct
and a written charter addressing the commist@elrpose and responsibilities, (iii) the requiratte have a compensation committee comp
entirely of independent directors and a writtenrtdraaddressing the committegpurpose and responsibilities and (iv) the requéinet of a
annual performance evaluation of the nominatingfomate governance and compensation committees.

In light of our status as a controlled company, baard of directors has determined to take pasiiblantage of the controlled comp
exemption. Our board of directors has determinedtmdiave a nominating and corporate governanceratiee and that our compensai
committee will not consist entirely of independeiitectors. As a result, nandependent directors may among other things, apgature
members of our board of directors, resolve corgogaivernance issues, establish salaries, incentindsother forms of compensation
officers and other employees and administer owgritice compensation and benefit plans.

Committees of the Board of Directors
Audit Committee

We will establish an audit committee prior to thempletion of this offering. Our Audit Committee Whe comprised of at least th
directors who meet the independence and otherrergants of the NASDAQ and the SEC.

SEC rules also require that we disclose wheth@obour audit committee has an “audit committeariitial expert” as a member. Aaudit
committee financial expertis defined as a person who, based on his or hegriexjge, possesses the attributes outlined in sulel. Wt
anticipate that at least one of our independemictiirs will satisfy the definition of “audit comrtée financial expert.\We anticipate that ea
member of our audit committee will meet the requieats of financial literacy under the requiremaritthhe NASDAQ Global Market and St
rules and regulations.

The Audit Committee will assist the board of diggstin its oversight of the integrity of our finaalcstatements and our compliance \
legal and regulatory requirements and corporateipsland controls. The Audit Committee will habe sole authority to retain and termir
our independent registered public accounting fapprove all auditing services and related feesth@derms thereof, and pre-approve any no
audit services to be rendered by our independgigtezed public accounting firm. The Audit Committeill also be responsible for confirmi
the independence and objectivity of our independegistered public accounting firm. Our independegiistered public accounting firm v
be given unrestricted access to the Audit Committee

Compensation Committee

We will establish a compensation committee priocampletion of this offering. We anticipate tha¢ tompensation committee will con
of at least one director who will be “independeas”such term is defined under the rules of the &&lCthe NASDAQ Global Market as well
directors who do not satisfy the definition of “emkndent."This committee will establish salaries, incentie@sl other forms of compensat
for officers and other employees. Our compensat@nmittee will also administer our incentive comgetion and benefit plans.
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Compensation Committee Interlocks and Insider Partipation

None of our executive officers serve on the bodrdieectors or compensation committee of a compiduay has an executive officer t
serves on our board or compensation committee. Bimlver of our board is an executive officer of a pany in which one of our execut
officers serves as a member of the board of dire@bcompensation committee of that company.

Code of Business Conduct and Ethics

Our board of directors will adopt a code of businesnduct and ethics applicable to our employeaesctdrs and officers, in accordance v
applicable U.S. federal securities laws and thea@te governance rules of NASDAQ. Any waiver a$ tode may be made only by our bc
of directors and will be promptly disclosed as rieggh by applicable U.S. federal securities laws #mel corporate governance rules
NASDAQ.
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EXECUTIVE COMPENSATION

Overview

We are currently considered an emerging growth @mor purposes of the SECéxecutive compensation disclosure rules. In aeoun
with such rules, we are required to provide a Surgn@mpensation Table and an Outstanding Equity rAe/at Fiscal Year End Table,
well as limited narrative disclosures. Further, mporting obligations extend only to the indivithiaerving as our chief executive officer
our two other most highly compensated executivieef§. For fiscal year 2013, our named executifieers (“NEOs”)were W. Keith Maxwe
I, our Chief Executive Officer, Nathan KroekemroPresident and Allison Wall, our Chief Operati@fficer. Mr. Kroeker was appointed
our President and Chief Executive Officer in AR@14.

Summary Compensation Table

The following table summarizes the compensation utsexpensed by us for our NEOs for the fiscak yealed December 31, 20
During 2013, there were no stock awards or optivards.

All Other
Name and Principal Position Year Salary ($) Bonus ($) Compensation ($ Total ($)
W. Keith Maxwell 11, 201z $ — $ — $ — $ —
Chief Executive Officel)
Nathan Kroeke 201z 408,41 183,24: 16,49:(2) 608,15(
President
Allison Wall 201z 252,16 50,00( 9,67((4) 311,83

Chief Operating Office

(1) We did not pay or accrue any amounts in relationdmpensation for Mr. Maxwell for 2013. However, .NMidaxwell is employed ar
compensated by NuDevco Partners, LLC, and receiveztiditional compensation for services renderadst

(2) Includes $10,192 of matching contributionshte Company’s 401(k) plan made by the Company farkvioekers benefit, and $6,300
life insurance premiums paid by the Company offeaiisurance policy for Mr. Kroek’s benefit.

(3) Includes $9,607 of matching contributions te thompany’s 401(k) plan made by the Company for\WMall's benefit, and $63 of li
insurance premiums paid by the Company on a |garance policy for Ms. W¢'s benefit.

Narrative Disclosure to the Summary Compensation Tile

Mr. Maxwell devoted only a portion of his workinigne to our business in 2013 and is employed by Nebéartners, LLC. We did not
or accrue any amounts in relation to compensatiotr. Maxwell in 2013, and Mr. Maxwell received additional compensation for servi
rendered to us. For 2013, the principal elementoaipensation provided to the NEOs other than Maxwell were base salaries, annual
bonuses, and retirement, health, welfare and additibbenefits.

Base Salary Base salaries are generally set at levels deemregssary to attract and retain individuals withesior talent commensur:
with their relative expertise and experience.

Annual Cash BonusesAnnual cash incentive awards are used to motigate reward our executives. Annual cash incentivards ar
determined on a discretionary basis and are géypd@ded on individual and company performanceesbtherwise determined, awards |
historically been subject to an individual's congénl employment through the date of payment of werc

All Other Compensation In addition to the compensation discussed abweealso provide other benefits to the NEOs, ineigdihe
following:

« retirement benefits to match competitive practioesur industry, including participation in a 40} {dan; anc
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* benefits, including medical, dental, vision, flekilspending accounts, paid time off, life insuraand disability coverage, which are also
provided to all other eligible employe¢

Outstanding Equity Awards at 2013 Year End

Although we intend to grant equity awards underlfitP (as described below) in connection with thifering, as of year end 2013, noni
the NEOs held outstanding equity awards.

Employment, Severance and Change in Control Arrangaents

We have not entered into any employment, severatange in control or similar agreements with ahguwr NEOs, nor are we otherw
currently responsible for any payment upon the teation of any of our NEOs or upon our change intoa.

Compensation Following this Offering

In connection with this offering we intend to addape Spark Energy, Inc. Long-Term Incentive Pldme (tLTIP”) for the employee
consultants and the directors of our company amaffiliates who perform services for us. The diggion of the LTIP set forth below is
summary of the material features of the plan. Bhimmary is qualified in its entirety by referenoahie LTIP, a copy of which has been files
Exhibit 10.3 to this registration statement. Thepmse of the LTIP is to provide a means to atteaud retain individuals to serve as
directors, employees and consultants who will pdeservices to us by affording such individualsemns to acquire and maintain ownersh
awards, the value of which is tied to the perforoaaf our Class A common stock. We have not yetentitisions regarding the type of av
or the amounts of equity-based awards that withtamted to our employees, consultants or dired¢tdi®wving this offering.

The LTIP will provide for potential grants of: {fjcentive stock options qualified as such under. BeBeral income tax laws iffcentive
options™); (ii) stock options that do not qualifys ancentive stock options (“nonstatutory optionayid together with incentive optio
“options”); (iii) restricted stock awards (“restiéal stock awards”); (iv) restricted stock unitse§iricted stock units” or “RSUs")v) bonu:
stock (“bonus stock awards”); (vi) performance a¥gaf‘performance awards”); and (vii) annual inceatawards (“annual incentive awarjls”
(collectively referred to as “awards”).

Administration

The compensation committee of our board of directatl administer the LTIP pursuant to its termslail applicable state, federal or ot
rules or laws, except in the event that our boddirectors chooses to take action under the LTHe LTIP administrator will have the pov
to determine to whom and when awards will be gndetermine the amount of awards (measured in @ashshares of our common stor
proscribe and interpret the terms and provisionsawh award agreement (the terms of which may vaoggelerate the exercise terms o
option, delegate duties under the LTIP and exeallitather responsibilities permitted or requiredlenthe LTIP. The LTIP administrator st
be limited in its administration of the LTIP onlg the event that a performance award or annuahtivee award intended to comply w
section 162(m) of the Code requires the compensatonmittee to be composed solely of “outsideéctors at a time when not all direct
are considered “outsidedirectors for purposes of section 162(m) of the €aak such time any director that is not qualifiedgrant o
administer such an award will recuse himself froie ¢ompensation committee’s actions with regarttiab award.

Securities to be Offered

The maximum aggregate number of shares of comnuwrk shat may be issued pursuant to any and all dgsvander the LTIP shall r
exceed shares, subject to adjudtihae to recapitalization or reorganization, oatedl to forfeitures or the expiration of award:
provided under the LTIP.

If common stock subject to any award is not issoiettansferred, or ceases to be issuable or traidéefor any reason, including (but
exclusively) because shares are withheld or suerenkin payment of taxes or any exercise or puechase relating to an award or becaus
award is forfeited, terminated, expires unexergisedettled in cash in lieu of common stock ootiserwise terminated without a delivery
shares, those shares of common stock will agaiavladable for issue, transfer or exercise purstardawards under the LTIP to the ex
allowable by law.
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Options. We may grant options to eligible persons inclgdifi) incentive options (only to our employeegluose of our subsidiaries) wh
comply with section 422 of the Code; and (ii) nastory options. The exercise price of each opgiamted under the LTIP will be stated in
option agreement and may vary; however, the exemrige for an option must not be less than thenfairket value per share of common s
as of the date of grant (or 110% of the fair maxkadtie for certain incentive options), nor may tipgion be re-pricedvithout the prior approv
of our stockholders. Options may be exercised astimpensation committee determines, but not thter ten years from the date of gr
The compensation committee will determine the madhend form of payment for the exercise price obption (including, in the discretion
the compensation committee, payment in common stattler awards or other property) and the methodsfarms in which common sto
will be delivered to a participant.

Stock appreciation rights (“SARsthay be awarded in connection with an option (0BARs that stand alone, as discussed below). .
awarded in connection with an option will entitleetholder, upon exercise, to surrender the relapgiin or portion thereof relating to 1
number of shares for which the SAR is exercisece $trrendered option or portion thereof will thexage to be exercisable. Such SA
exercisable or transferable only to the extenttivatrelated option is exercisable or transferable.

SARs A SAR is the right to receive a share of Classofamon stock, or an amount equal to the excedsediair market value of one sh
of the Class A common stock on the date of exerois® the grant price of the SAR, as determinedhgy compensation committee. -
exercise price of a share of Class A common stabjest to the SAR shall be determined by the corsgiéion committee, but in no event s
that exercise price be less than the fair markktevaf the Class A common stock on the date oftgfEme compensation committee will h
the discretion to determine other terms and caomlitiof a SAR award.

Restricted stock awardsA restricted stock award is a grant of share€lags A common stock subject to a risk of forfatyverformanc
conditions, restrictions on transferability and antler restrictions imposed by the compensationnoittee in its discretion. Restrictions n
lapse at such times and under such circumstancgstasnined by the compensation committee. Excejpttaerwise provided under the te
of the LTIP or an award agreement, the holder ifstricted stock award will have rights as a Clagsommon stockholder, including the ri
to vote the Class A common stock subject to th&ricssd stock award or to receive dividends on @lass A common stock subject to
restricted stock award during the restriction peribhe compensation committee shall provide, inréstricted stock award agreement, whe
the restricted stock will be forfeited and reacqdiby us upon certain terminations of employmentleks otherwise determined by
compensation committee, Class A common stock Higied in connection with a stock split or stockidénd, and other property distributec
a dividend, will be subject to restrictions andisk rof forfeiture to the same extent as the restdicstock award with respect to which s
Class A common stock or other property has bednhlised.

Restricted stock unitsRSUs are rights to receive Class A common stcagh, or a combination of both at the end of aifpdgeriod. Th
compensation committee may subject RSUs to restngtwhich may include a risk of forfeiture) to ggecified in the RSU award agreem
and those restrictions may lapse at such timesrdieted by the compensation committee. Restrictedkstinits may be settled by delivery
Class A common stock, cash equal to the fair marékte of the specified number of shares of Clagemimon stock covered by the RSU:s
any combination thereof determined by the comp@nsatommittee at the date of grant or thereaftévidend equivalents on the specit
number of shares of Class A common stock covere®®Ys may be paid on a current, deferred or coatingpasis, as determined by
compensation committee on or following the datgraint.

Bonus stock awards The compensation committee will be authorizedgtant Class A common stock as a bonus stock awkre
compensation committee will determine any terms @ndlitions applicable to grants of Class A comrstmtk, including performance critel
if any, associated with a bonus stock award.

Performance awards and annual incentive awardfie compensation committee may designate thédineawards granted under the L'
constitute “performanceéwards. A performance award is any award the geadrcise or settlement of which is subject to onemore
performance standards. An annual incentive award is
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an award based on a performance period of thel figaza, and is also conditioned on one or moregoethnce standards. One or more o
following business criteria for the company, on ansolidated basis, and/or for specified subsidsarieay be used by the compense
committee in establishing performance goals fothsperformance awards or annual incentive awarfl&€a¢nings per share; (ii) increast
revenues; (iii) increase in cash flow; (iv) increas cash flow from operations; (v) increase inhcfilsw return; (vi) return on net asst
(vii) return on assets; (viii) return on investme(ix) return on capital; (x) return on equity; Joeconomic value added; (xii) operating mar
(xiii) contribution margin; (xiv) net income; (xwjet income per share; (xvi) pretax earnings; ({Migtax operating earnings after inte
expense and before incentives, service fees anmoedinary or special items; (xviii) pretax earrsngefore interest, depreciation .
amortization; (xix) total stockholder return; (>d¢bt reduction; (xxi) market share; (xxii) changethe fair market value of the Class
common stock; (xxiii) operating income; (xxiv) leasoperating expenses; (xxv) Adjusted EBITDA; (xdRptail Gross Margin; 1
(xxvii) Margin under Contract. The compensation caittee may exclude the impact of any of the follogvievents or occurrences which
compensation committee determines should apprepyise excluded: (i) asset writkywns; (ii) litigation, claims, judgments or seftients
(iii) the effect of changes in tax law or other lsuaws or regulations affecting reported resultg; dccruals for reorganization and restructu
programs; (v) any extraordinary, unusual or nonméeg items as described in the Accounting Stansl&ddification Topic 225, as the s¢
may be amended or superseded from time to timeafyi change imccounting principles as defined in the Accountéigndards Codificatic
Topic 250, as the same may be amended or super$exhedime to time; (vii) any loss from a disconted operation as described in
Accounting Standards Codification Topic 360, as $hene may be amended or superseded from time #& (wii) goodwill impairmen
charges; (ix) operating results for any businesgiged during the calendar year; (x) third partpexses associated with any acquisition k
or any subsidiary; and (xi) to the extent set farith reasonable particularity in connection witte testablishment of performance goals,
other extraordinary events or occurrences identifig the compensation committee. The compensatiomittee may also use any of
above goals determined on an absolute or relatigéstor as compared to the performance of a p@dish special index deemed applicabl
the compensation committee including, but not kdito, the Standard & Poor’s 500 stock index oroaug of comparable companies.

Tax withholding At our discretion, subject to conditions that tmenpensation committee may impose, a particisanthimum statutory te
withholding with respect to an award may be sasty withholding from any payment related to araaiwor by the withholding of shares
Class A common stock issuable pursuant to the abasdd on the fair market value of the shares.

Merger, recapitalization or change in controlf any change is made to our capitalization, sasha stock split, stock combination, st
dividend, exchange of shares or other recapitézamerger or otherwise, which results in an iasgeor decrease in the number of outstar
shares of common stock, appropriate adjustmentbwimade by the compensation committee in theeshgubject to an award under the L
We will also have the discretion to make certaijusithents to awards in the event of a change itrabrsuch as accelerating the exercisat
of options or SARs, requiring the surrender of s, with or without consideration, or making asther adjustment or modification to
award we feel is appropriate in light of the spiedifansaction.

Director Compensation

We did not award any compensation to our ramployee individual directors during 2013. Goingwfard, our board of directors belie’
that attracting and retaining qualified nemployee directors will be critical to the futurelwe growth and governance of our company.
board of directors also believes that the compé@rsgiackage for our noemployee directors should require a significantiporof the tote
compensation package to be equity-based to alginthrest of these directors with our stockholders

We are currently considering our nemployee director compensation program, includimgual payments, meeting fees and awards |
our LTIP, and expect to have one in place pridghtoclose of this offering.

Directors who are also our employees will not reeeiny additional compensation for their servicemonboard of directors.

114



Table of Contents

As the Chairman of the Board of Directors, Mr. Matwwill be paid annual director fees of $250,0@éifective upon the closing of tl
offering. As indicated above, Mr. Maxwell is empéay and compensated by NuDevco Partners, LLC andidenot receive addition
compensation for services provided as a direct@0i33.

We expect that each director will be reimbursed rtravel and miscellaneous expenses to atteadtimgs and activities of our boarc
directors or its committees; (ii) travel and misaeéous expenses related to such direstpdrticipation in general education and orienh
program for directors; and (iii) travel and miseekous expenses for each dired@pouse who accompanies a director to attend mysedin:
activities of our board of directors or any of @ammittees.
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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 208gdark HoldCo, LLC was formed
Spark Energy Ventures as a Delaware limited lighdompany in April 2014. Spark Energy Venturesried NuDevco in May 2014 to hold
investment in Spark Energy, Inc. and Spark Hold@aconnection with the completion of this offeriagd following the transactions rela
thereto that are described below, (i) Spark Enefgy, will be a holding company whose sole matedatet will consist of a manag
membership interest in Spark HoldCo and (ii) SpgadtdCo will own all of the outstanding membershipeirests in each of SEG and SE,
operating subsidiaries through which we operateerAthe consummation of this offering and the teatisns described in this prospec
Spark Energy, Inc. will be the sole managing mendfe3park HoldCo, will be responsible for all op#aal, management and administra
decisions relating to Spark HoldCo’s businesseswahaonsolidate the financial results of Sparkltoo and its subsidiaries.

Prior to the completion of this offering, the falang have occurred or will occur:
e SEG and SE were converted from limited partnersimigslimited liability companies

e SEG, SE and an affiliate will enter into an intaroaver agreement, pursuant to which such affilailbagree to be solely responsible
for $ million of outstanding indebtedseaunder our current credit facility, under whidbGg SE and the affiliate are co-
borrowers, and SEG and SE will agree to be sokgdpansible for the remaining $ millimiindebtedness outstanding under our
current credit facility

* NuDevco Retail Holdings will contribute all of isterests in SEG and SE to Spark HoldCo in exchémgell of the outstanding uni
of Spark HoldCo (th* Spark HoldCo unif") and will transfer 1% of those Spark HoldCo unitd\ttDevco Retalil

* NuDevco Retail Holdings will transfer Spark HoldQoits having a value of $50,000 to Spark Energg, iimexchange for a promissc
note from Spark Energy, Inc. in the principal amoef$50,000 (the “NuDevco Note”), and the limitégbility company agreement of
Spark HoldCo will be amended and restated to a8péirk Energy, Inc. as its sole managing member

e Spark Energy, Inc. will issue share€lass B common stock to Spark HoldCo, 99% of Wwispark HoldCo will distribute to
NuDevco Retail Holdings, and 1% of which Spark Haddwill distribute to NuDevco Retal

Immediately prior to the consummation of the offigriand following the transactions described ab@y@&uDevco will own Spa
HoldCo units and all of the outstanding shares la€B common stock of Spark Energy, Inc., (ii)8danergy, Inc. will own the managi
member interest in Spark HoldCo and rispoldCo units, and (iii) Spark HoldCo will wholigwn SEG and SE. Spark Energy, Inc.
offer newlyissued shares of Class A common stock hereby tqubéc (or shares if the underwritessrcise their option
purchase additional shares in full) and will use ttet proceeds from this offering to purchase  Spark HoldCo units (or St
HoldCo units if the underwriters exercise theirioptto purchase additional shares in full) from MwPo Retail Holdings and to repay
NuDevco Note. In connection with any exercise & timderwriter option to purchase additional shares of Class Amomstock and our u
of the proceeds from the exercise of that optiopucchase additional Spark HoldCo units from NuleRetail Holdings, a correspond
number of shares of Class B common stock owned uiyeNco Retail Holdings will be cancelled. After gig effect to these transactions
this offering, Spark Energy, Inc. will own an apyiroate % interest in Spark HoldCo (or %thE underwriters’option to purchas
additional shares is exercised in full), NuDevcaaieHoldings will own an approximate % interés Spark HoldCo and 99% of 1
outstanding shares of Class B common stock (or%4 interest in Spark HoldCo and % of the @utding shares of Class B common sto
the underwritersbption to purchase additional shares is exercisddli) and NuDevco Retail will own a 1% interest$park HoldCo and 1
of the outstanding shares of Class B common stoick (L% interest in Spark HoldCo and % of thstanding
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shares of Class B common stock if the underwritepion to purchase additional shares is exercisefll). See “Use of Proceedsinc
“Principal Stockholders.Following the offering, Spark Energy Ventures wdiktribute its 100% interest in NuDevco to NuDe\Rartner
Holdings, LLC.

In connection with the closing of the offering, eepect to enter into a new $60.0 million seniomsed revolving credit facility, which v
refer to as our new revolving credit facility. Wellvioorrow approximately $ million under ooew revolving credit facility at the closi
of this offering to repay in full the portion of tatianding indebtedness under our current credilitfathat SEG and SE have agreed tc
responsible for pursuant to an interborrower agerdrbetween SEG, SE and an affiliate. The remainfisrdebtedness outstanding under
current credit facility will be paid down by ourfiliite with its own funds in connection with thosing of this offering pursuant to the term
the interborrower agreement. Following this repagtneur current credit facility will be terminateBor more information regarding our n
revolving credit facility, please see “Managemeimiscussion and Analysis of Financial Condition &w®bsults of OperationsHistorical Cas
Flows—Credit Facility.”

Each share of Class B common stock, all of whidhimitially be held by NuDevco, has no economighis but entitles its holder to one v
on all matters to be voted on by shareholders gélgeHolders of Class A common stock and ClassoBimon stock will vote together a
single class on all matters presented to our sbéters for their vote or approval, except as otlsewequired by applicable law or by
certificate of incorporation. Please see “Desanipidf Capital Stock.” We do not intend to list Gld common stock on any stock exchange.

NuDevco will have the right to exchange (the “Exat@ Right”)all or a portion of its Spark HoldCo units (togathégth a correspondir
number of shares of Class B common stock) for Gdassmmon stock (or cash at Spark Energy, Inc.’Spark HoldCo’s election (theCast
Option™)) at an exchange ratio of one share of Class A constamk for each Spark HoldCo unit (and correspogpdimare of Class B comm
stock) exchanged, as described under “Certain iBe$dtips and Related Party Transactions—Spark HplHIOC Agreement.”In addition
NuDevco will have the right, under certain circuamgtes, to cause us to register the offer and redate shares of Class A common st
obtained pursuant to the Exchange Right as destrilmgler “Certain Relationships and Related Pargn3actions—Registration Righ
Agreement.”

We will enter into a Tax Receivable Agreement witpark HoldCo, NuDevco Retail Holdings and NuDevataR. This agreement w
generally provide for the payment by Spark Enetgg, to NuDevco of 85% of the net cash savinggany, in U.S. federal, state and Ic
income tax or franchise tax that Spark Energy, bBatually realizes (or is deemed to realize inairtircumstances) in periods after
offering as a result of (i) any tax basis increa®ssilting from the purchase by Spark Energy, dficSpark HoldCo units from NuDevco Re
Holdings prior to or in connection with this offieg, (ii) any tax basis increases resulting fromekehange of Spark HoldCo units for share
Class A common stock pursuant to the Exchange Rihtesulting from an exchange of Spark HoldCafor cash pursuant to the C
Option) and (iii) any imputed interest deemed tgph&l by us as a result of, and additional taxsassing from, any payments we make u
the Tax Receivable Agreement. Spark Energy, Inlt.retain the benefit of the remaining 15% of thése savings. Spark Energy, Inc. may
required to defer or partially defer any paymenrd ttuthe holders of rights under the Tax Receivalgleement in certain circumstances du
the five-year period commencing on October 1, 2@kt “Certain Relationships and Related Party Betitns—Tax Receivable Agreement.”

The following diagrams indicate our simplified owsleip structure immediately following this offeriragnd the transactions related the
(assuming that the underwriters’ option to purchedditional shares is not exercised).
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Organization Structure Following this Offering

Offering

Only Class A common stock will be sold to investgarsuant to this offering. Immediately followindpig offering, there wi
shares of ClassmAmon stock reserved for exchanges of £

be

shares of Class A common stock ésung outstanding and
HoldCo units and a corresponding number of shar@ass B common stock pursuant to the Spark HoldiG® Agreement.

We estimate that our net proceeds from this oftenvill be approximately $
commissions and estimated offering expenses. lfittterwriters exercise in full their option to piase additional shares of Class A com
stock, we estimate that the proceeds to us wilifiroximately $
structuring fees
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and estimated offering expenses. We intend to es@moceeds of this offering of approximately $ million (or approximately $
million if the underwriters exercise in full thedption to purchase additional shares of Class Amomstock) to acquire Spark HoldCo u
representing approximately % (or approximatel$s if the underwriters exercise in full theirtigm to purchase additional shares of Cla
common stock) of the outstanding Spark HoldCo uaiter this offering, from NuDevco and to repay tNaDevco Note. SeeUse o
Proceeds.”

As a result of the corporate reorganization andffering described above (and prior to any excleargf Spark HoldCo units):

e the investors in this offering will collectively aw shares of Class A common stock (or  shares of Class A common stock if
the underwriters exercise in full their option targhase additional shares of Class A common st

e Spark Energy, Inc. will hold SpatkldCo units (or Spark HoldCo uriftthe underwriters exercise in full their
option to purchase additional shares of Class Amomstock);

¢ NuDevco will hold shares of Class B eoom stock and a corresponding number of Spark Hwla@ts (or shares
Class B common stock and Spark HoldAitsuf the underwriters exercise in full their gt to purchase additional shares of

Class A common stock); at

< the investors in this offering will collectively b % of the voting power in us (or % of thating power in us if the underwriters
exercise in full their option to purchase additiostzares of Class A common stock); ¢

« NuDevco will hold % of the voting power in us (% of the voting power in us if the undenerg exercise in full their option
purchase additional shares of Class A common st

Holding Company Structure

Our posteffering organizational structure will allow NuDev¢o retain its equity ownership in Spark HoldCqaatnership for U.S. fede
income tax purposes. Investors in this offering,vay contrast, hold their equity ownership in foem of shares of Class A common stoc
us, and we are classified as a domestic corporétiod.S. federal income tax purposes. We beliénag NuDevco finds it advantageous to t
its equity interests in an entity that is not tdeats a corporation for U.S. federal income taxppees. The ultimate owner of NuDevco
generally incur U.S. federal, state and local inedaxes on its proportionate share of any taxaigleme of Spark HoldCo.

In addition, pursuant to our certificate of incorgiion and the Spark HoldCo LLC Agreement, our dtructure and the capital struct
of Spark HoldCo will generally replicate one anethad will provide for customary antidilution mectisms in order to maintain the one-for-
one exchange ratio between the Spark HoldCo undwar Class A common stock, among other things.

The holders of Spark HoldCo units, including ud] génerally incur U.S. federal, state and localime taxes on their proportionate shai
any taxable income of Spark HoldCo and will be edked their proportionate share of any taxable ¢dsSpark HoldCo. The Spark Hold
LLC Agreement provides, to the extent cash is abdd, for distributions pro rata to the holdersSpiark HoldCo units if we, as the manag
member of Spark HoldCo, determine that the taxaddeme of Spark HoldCo will give rise to taxabledme for a unitholder. Generally, th
tax distributions will be computed based on ouimeste of the taxable income of Spark HoldCo thadliscable to a holder of Spark Hold
units, multiplied by an assumed tax rate equahéoestimated maximum effective tax rate of Spar&rgy, Inc.

We may accumulate cash balances in future yeatstings from distributions from Spark HoldCo excemgliour tax liabilities and o
obligations to make payments under the Tax Reckivagreement. To the extent we do not distributehstash balances as a dividend or
Class A common stock and instead decide to hol@@ntribute such cash balances to Spark HoldCaderin our operations, Spark Holc
unitholders who
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exchange their Spark HoldCo units for Class A comnstock in the future could also benefit from amslue attributable to any st
accumulated cash balances.

We will enter into a Tax Receivable Agreement wiNilDevco Retail Holdings, NuDevco Retail and Spamdd€o. This agreeme
generally provides for the payment by Spark Enehgy, to NuDevco of 85% of the net cash savingsnif, in U.S. federal, state and Ic
income tax or franchise tax that Spark Energy, bBatually realizes (or is deemed to realize inamrtircumstances) in periods after
offering as a result of (i) any tax basis increa®ssilting from the purchase by Spark Energy, déficSpark HoldCo units from NuDevco Re
Holdings prior to or in connection with this offeg, (ii) the tax basis increases resulting fromdakehange of Spark HoldCo units for share
Class A common stock pursuant to the Exchange Riyhtesulting from an exchange of Spark HoldCafor cash pursuant to the C
Option) and (iii) imputed interest deemed to beddai us as a result of, and additional tax bassnay from, any payments we make undel
Tax Receivable Agreement. In addition, paymentsna&e under the Tax Receivable Agreement will beciased by any interest accrued f
the due date (without extensions) of the correspanthx return. Spark Energy, Inc. will retain thenefit of the remaining 15% of these ¢
savings. Spark Energy, Inc. may be required tordefepartially defer any payment due to the holdefrgsights under the Tax Receiva
Agreement in certain circumstances during the Jjigar period commencing on October 1, 2014. &srtain Relationships and Related P
Transactions—Tax Receivable Agreement.”

120



Table of Contents

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S
Spark HoldCo LLC Agreement

The Spark HoldCo LLC Agreement is filed as an eikhibthe registration statement of which this pestus forms a part, and the follow
description of the Spark HoldCo LLC Agreement iglified in its entirety by reference thereto.

In accordance with the terms of the Spark HoldC&lAgreement, NuDevco will generally have the rightexchange its Spark Hold
units (and a corresponding number of shares ofZtass B common stock) for shares of our Class Amomstock at an exchange ratio of
share of Class A common stock for each Spark Hold@iv (and corresponding share of Class B commonk¥texchanged, subject
conversion rate adjustments for stock splits, stigldends and reclassifications. At Spark Hold€Coption, Spark HoldCo may give NuDe'
cash in an amount equal to the Cash Election Valuke shares of Class A common stock instead. iWehbligated to facilitate an excha
for shares of Class A common stock through a doution of shares of Class A common stock to SparkdBo LLC or, alternatively, we ha
the right to acquire the subject Spark HoldCo uaitd corresponding shares of Class B common stook NuDevco by paying, at our optir
either (x) the number of shares of Class A comntooksNuDevco would have received in the proposecharge or (y) cash in an ama
equal to the Cash Election Value of such shareSlags A common stock. “Cash Election Valuegans, with respect to the shares of Cle
common stock to be delivered to NuDevco by SparldBo pursuant to the Spark HoldCo LLC Agreementif @ur Class A common stock
then admitted to trading on a national securiti@hange, the amount that would be received if tmalrer of shares of Class A common s
to which NuDevco would otherwise be entitled weokdsat a per share price equal to the trailingda@-volume weighted average price
share of Class A common stock on such exchangéi) an the event shares of Class A common stoak raot then admitted to trading o
national securities exchange, the value that wbeldbtained in an armlength transaction for cash between an inforrmedvélling buyer an
an informed and willing seller, neither of whomuisder any compulsion to purchase or sell, respalgtiand without regard to the partict
circumstances of the buyer and the seller, asmé@ted by us. As NuDevco exchanges its Spark Holal@its, our membership interest in Sg
HoldCo will be correspondingly increased, and tlnher of shares of Class B common stock held by éveb will be corresponding
reduced.

Under the Spark HoldCo LLC Agreement, we have thbtrto determine when distributions will be madethie holders of Spark Hold!
units and the amount of any such distributionsldvahg this offering, if we authorize a distributipsuch distribution will be made to -
holders of Spark HoldCo units on a pro rata basecicordance with their respective percentage ashifeof Spark HoldCo units.

The holders of Spark HoldCo units, including ud] génerally incur U.S. federal, state and localime taxes on their proportionate shai
any taxable income of Spark HoldCo and will be edlked their proportionate share of any taxable ¢dsSpark HoldCo. Net profits and |
losses of Spark HoldCo generally will be allocatecholders of Spark HoldCo units on a pro rata da@siaccordance with their respec
percentage ownership of Spark HoldCo units, extegit certain non-pro rata adjustments will be resfito be made to reflect buiit-gain:
and losses and tax depletion, depreciation andtaraton with respect to such buil-gains and losses. The Spark HoldCo LLC Agree
provides, to the extent cash is available, forritistions to the holders of Spark HoldCo units &,vas the managing member of Spark Hol
determine that the taxable income of Spark Hold@bgive rise to taxable income for a unitholderertrally, these tax distributions will
computed based on our estimate of the taxable iacofSpark HoldCo that is allocable to a holdeiSpark HoldCo units, multiplied by
assumed tax rate equal to the estimated maximusstafé tax rate of Spark Energy, Inc. In additidrihe cumulative amount of U.S. fede
state and local taxes payable by us exceeds theranod the tax distribution to us, Spark HoldColwilake advances to us in an ame
necessary to enable us to fully pay these taxlili@lsi Such advances will be repayable, withotériest, solely from (i.e., by offset agai
future distributions by Spark HoldCo to us.

The Spark HoldCo LLC Agreement will provide thaxcept as otherwise determined by us, at any timdsause a share of our Clas
common stock or any other equity security, thepmeteeds received by us with respect to such isgydiany, shall be concurrently inves
in Spark HoldCo, and Spark HoldCo shall issue
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to us one Spark HoldCo unit or other economicatjyiealent equity interest. Conversely, if at anydj any shares of our Class A comi
stock are redeemed, repurchased or otherwise adgBpark HoldCo shall redeem, repurchase or otseracquire an equal number of Sy
HoldCo units held by us, upon the same terms anth®same price, as the shares of our Class A @mstock are redeemed, repurchast
otherwise acquired.

Spark HoldCo will be dissolved only upon the fitgtoccur of (i) the sale of substantially all of @ssets or (ii) an election by us to diss
the company. Upon dissolution, Spark HoldCo willligeiidated and the proceeds from any liquidatiah ke applied and distributed in t
following manner: (a) first, to creditors (includjrio the extent permitted by law, creditors who members) in satisfaction of the liabilities
Spark HoldCo, (b) second, to establish cash resdimecontingent or unforeseen liabilities andtfd)d, to its members in proportion to
number of Spark HoldCo units owned by each of them.

Tax Receivable Agreement

As described in “—Spark HoldCo LLC Agreemenmtove, in the future, NuDevco (and its permittethsferees) may exchange its S
HoldCo units (together with a corresponding numifeshares of Class B common stock) for shares a§<CA common stock (on a one-fuome
basis, subject to conversion rate adjustments tiimkssplits, stock dividends and reclassificatiord ather similar transactions or for ¢
pursuant to the Cash Option). Spark HoldCo intdndsiake an election under Section 754 of the Chdewill be effective for each taxal
year in which an exchange of Spark HoldCo unitgl (eorresponding shares of Class B common stockjtares of Class A common st
pursuant to the Exchange Right (or an exchang@afk3HoldCo units for cash pursuant to the Cashd@pbccurs. Pursuant to the Section
election, each future exchange of Spark HoldCaosufioit shares of Class A common stock (as well gseaichange of Spark HoldCo units
cash) is expected to result in an adjustment taakdasis of the tangible and intangible asseSpafrk HoldCo, and these adjustments wi
allocated to us. Adjustments to the tax basis ef tdmgible and intangible assets of Spark HoldCscrileed above would not have b
available absent these exchanges of Spark Hold@se. Urhe anticipated basis adjustments are expectadcrease (for tax purposes)
depreciation, depletion and amortization deductiand may also decrease our gains (or increaseosses) on future dispositions of cer
capital assets to the extent tax basis is allocmt¢dose capital assets. Such increased deducmh$osses and reduced gains may reduc
amount of tax that we would otherwise be requicegday in the future.

We will enter into a Tax Receivable Agreement wpark HoldCo, NuDevco Retail Holdings and NuDevoetdR. This agreeme
generally provides for the payment by us to NuDewt®5% of the net cash savings, if any, in U.Slefal, state and local income ta
franchise tax that we actually realize (or are degito realize in certain circumstances) in periafier this offering as a result of (i) any
basis increases resulting from the purchase bykSBaergy, Inc. of Spark HoldCo units from NuDevcet&l Holdings prior to or i
connection with this offering, (ii) the tax basieieases resulting from the exchange of Spark Holgdts for shares of Class A common s
pursuant to the Exchange Right (or resulting fromeachange of Spark HoldCo units for cash purstmtite Cash Option) and (iii) impul
interest deemed to be paid by us as a result af,aallitional tax basis arising from, any payments make under the Tax Receive
Agreement.

The payment obligations under the Tax Receivableedgent are our obligations and not obligationSmdirk HoldCo. For purposes of
Tax Receivable Agreement, cash savings in tax gdpere calculated by comparing our actual takility to the amount we would have be
required to pay had we not been able to utilize afntyre tax benefits subject to the Tax Receivétgeeement. The term of the Tax Receivi
Agreement will commence upon the completion of tffering and will continue until all such tax bdite have been utilized or have expil
unless Spark HoldCo exercises its right to ternaitiaé Tax Receivable Agreement.

In certain circumstances, Spark Energy, Inc. maseljeired to defer or partially defer any paymeu ¢b the holders of rights under the
Receivable Agreement, which will initially be, afak purposes of this disclosure we have assumeldbejl NuDevco Retail Holdings a
NuDevco Retail. A
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described elsewhere in this prospectus, no TRA Raywill be made during 2014, and any future TRArRants due with respect to a gr
taxable year are expected to be paid in Decembitiecubsequent calendar year.

During the fiveyear period commencing October 1, 2014, Spark Bnéng. will defer all or a portion of any TRA Paymt owed pursua
to the Tax Receivable Agreement to the extent 8pmrk HoldCo does not generate sufficient Cash |Abkd for Distribution (as defin
below) during the fouguarter period ending September 30th of the apgkcgear in which the TRA Payment is to be madariramount thi
equals or exceeds 130% (the “TRA Coverage Ratib'the Total Distributions (as defined below) paidsuch fourguarter period by Spa
HoldCo. For purposes of computing the TRA Coverdgéo:

« “Cash Available for Distribution” is generally deéd as the Adjusted EBITDA of Spark HoldCo for &pplicable period, less (i) cash
interest paid by Spark HoldCo, (ii) capital expeudis of Spark HoldCo (exclusive of customer adtjaiscosts) and (iii) any taxes
payable by Spark HoldCo; al

« “Total Distributions” are defined as (i) aggregdtstributions necessary to return the yield implgdour initial targeted quarterly
distribution to the weighted average number of Bpéoldco units outstanding during the applicablerfquarter period, plus (ii)
aggregate quarterly tax distributions payable uiSpark HoldCo's limited liability company agreemeniring such four-quarter period,
plus (iii) expected distributions of Spark Hold@oeffect the TRA Payment payable during the calegdar for which the TRA Covera
Ratio is being testel

In the event that the TRA Coverage Ratio is noisBatl in any calendar year, Spark Energy, Incl défer all or a portion of the Tk
Payment to NuDevco under the Tax Receivable Agreemoethe extent necessary to permit Spark HoldCsatisfy the TRA Coverage Ra
If the TRA Coverage Ratio is satisfied in any cd@nyear, Spark Energy, Inc. will pay NuDevco thé &mount of the TRA Payment. Sp
Energy, Inc. shall also cause Spark HoldCo to itliste any such excess Cash Available for Distrirutio its members, which cash shal
used by Spark Energy, Inc. to pay, to the extepliegible, any previously deferred TRA Payments.

Subject to certain limitations described below)daing the fiveyear deferral period, Spark Energy, Inc. will bdigdted to pay ar
outstanding deferred TRA Payments to NuDevco. Assgrthat NuDevco does not exercise its ExchangétRigring the fiveyear deferre
period, such outstanding deferred TRA Paymentsnwimmbined with the pro rata share received by Nubef any distribution made
Spark HoldCo to effect the payment of such outstapdieferred TRA Payments, will be limited to $2hidlion (the “CatchUp Paymer
Limitation”). Notwithstanding the foregoing, in no event will Sp&nergy, Inc. be required to pay total outstagdieferred TRA Paymer
following the deferral period in excess of such antoas would require Spark HoldCo to make distidng to its members (in order to fu
Spark Energy, Incs payment of such deferred TRA Payments) in exaE®e cumulative Cash Available for Distributioargerated during tl
deferral period less all distributions made by &pgénldCo during such period, and shall not pay taunding deferred TRA Payments follow
the deferral period to the extent Spark Energy, Iacunable to make the distribution with respectstich quarter at the initial targe
distribution level.

Estimating the amount of payments that may be mautker the Tax Receivable Agreement is by its naiomerecise, insofar as t
calculation of amounts payable depends on a vadétiactors. The actual increase in tax basis, ab as the amount and timing of ¢
payments under the Tax Receivable Agreement, wily Wepending upon a number of factors, includiregtiming of the exchanges, the p
of Class A common stock at the time of each exchatite extent to which such exchanges are taxtii#eamount and timing of the taxa
income we generate in the future and the tax fa¢@ @pplicable, and the portion of our paymentseurtde Tax Receivable Agreem
constituting imputed interest or depreciable or dgirable basis. We expect that the payments thatvilébe required to make under the -
Receivable Agreement could be substantial. Assumimgnaterial changes in the relevant tax law, wpeek that if the Tax Receival
Agreement were terminated immediately after thieraig, the estimated termination payment (as dlesdrbelow) would be approximat
$68.4 million (calculated using a discount rateada the LIBOR plus 200 basis points). The
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foregoing amounts are merely estimates and thealapayments could differ materially. It is possilhat future transactions or events ct
increase or decrease the actual tax benefits eeladind the corresponding Tax Receivable Agreemamnpnts as compared to these estir
Moreover, there may be a substantial negative itnpaour liquidity if, as a result of timing disgancies or otherwise, (i) the payments u
the Tax Receivable Agreement exceed the actualfibemee realize in respect of the tax attributebjeat to the Tax Receivable Agreen
and/or (i) distributions to us by Spark HoldCo awat sufficient to permit us to make payments urtderTax Receivable Agreement after
have paid our taxes and other obligations. PleaséRisk Factors—Risks Related to the Offering andClass A Common Stocks-certair
cases, payments under the Tax Receivable Agreemayte accelerated and/or significantly exceedatttaal benefits, if any, we realize
respect of the tax attributes subject to the TaxeRmble Agreement. The payments under the Tax Receivable Agreemertnail be
conditioned upon a holder of rights under the Taxdtvable Agreement having a continued ownershgrést in either Spark HoldCo or us.

In addition, although we are not aware of any istha would cause the Internal Revenue ServiceS*JRo challenge potential tax ba
increases or other tax benefits covered under theReceivable Agreement, holders of rights underTthx Receivable Agreement will |
reimburse us for any payments previously made utideiTax Receivable Agreement if such basis ine®as other benefits are subseque
disallowed, except that excess payments made tsuaety holder will be netted against payments otlserto be made, if any, to such ho
after our determination of such excess. As a resulsuch circumstances, we could make paymentsatigagreater than our actual cast
savings, if any, and may not be able to recoupetipayments, which could adversely affect our liguid

The Tax Receivable Agreement provides that in tlenethat we breach any of our material obligationder it, whether as a result of (i)
failure to make any payment when due (includingaees where we elect to terminate the Tax Recevaipleement early, the Tax Receivi
Agreement is terminated early due to certain margeother changes of control or we have availabih but fail to make payments when
under circumstances where we do not have the taghliect to defer the payment, as described beigvaur failure to honor any other mate
obligation under it, including the restriction onroability to make distributions to holders of Gla& common stock in excess of the in
targeted quarterly distribution while any TRA Payrmis due and payable but unpaid, or (iii) by ogieraof law as a result of the rejectior
the Tax Receivable Agreement in a case commenceeruhe United States Bankruptcy Code or othervitsen all our payment and ot
obligations under the Tax Receivable Agreementbéllaccelerated and will become due and payablgiagpghe same assumptions descr
above. Such payments could be substantial and exaleed our actual cash tax savings under the €aritRable Agreement.

Additionally, we have the right to terminate the<TReceivable Agreement. If we elect to terminateThax Receivable Agreement early «
is terminated early due to certain mergers or othanges of control, we would be required to makaranediate payment equal to the pre
value of the anticipated future tax benefits subfjedhe Tax Receivable Agreement, which calcutatb anticipated future tax benefits will
based upon certain assumptions and deemed evémtstean the Tax Receivable Agreement, includthg assumption that we have suffic
taxable income to fully utilize such benefits ahdttany Spark HoldCo units that NuDevco or its paeu transferees own on the termina
date are deemed to be exchanged on the termindaien Any early termination payment may be madeifsigintly in advance of the actt
realization, if any, of such future benefits amgh#ficantly exceed our realized tax savings.

Decisions we make in the course of running ourress, such as with respect to mergers, asset ettles,forms of business combinati
or other changes in control, may influence the rignand amount of payments that are received by Me®ender the Tax Receiva
Agreement. For example, the earlier dispositioassets following an exchange of Spark HoldCo uniy accelerate payments under the
Receivable Agreement and increase the present walsiech payments, and the disposition of assdtsdan exchange of Spark HoldCo u
may increase NuDevco’s tax liability without givinige to any rights of NuDevco to receive paymemtser the Tax Receivable Agreement.
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Payments are generally due under the Tax Receivedreement within 30 days following the finalizatiof the schedule with respec
which the payment obligation is calculated, althoumterest on such payments will begin to accroenfthe due date (without extensions
such tax return until the payment is made at aeqtel to the LIBOR plus 200 basis points. Exceptases where we elect to terminate the
Receivable Agreement early, the Tax Receivable &gent is terminated early due to certain mergesthogr changes of control or we h
available cash but fail to make payments when deeerally we may elect to defer payments due uthdefax Receivable Agreement if we
not have available cash to satisfy our paymengahtins under the Tax Receivable Agreement orrifoamtractual obligations limit our abili
to make these payments. Any such deferred paynuentsr the Tax Receivable Agreement generally vaitirae interest at a rate of LIB(
plus 500 basis points; provided, however, thatr@gewill accrue at a rate of LIBOR plus 200 bgsisnts if we are unable to make s
payment as a result of limitations imposed by éxstredit agreements. In addition, as describesv@abwe may be required to defel
partially defer payments under the Tax ReceivaldeeAment in certain circumstances during the yiwar period commencing on Octobe
2014.

Because we are a holding company with no operatidrir own, our ability to make payments under Tlax Receivable Agreement
dependent on the ability of Spark HoldCo to malstritiutions to us in an amount sufficient to cowar obligations under the Tax Receiv:
Agreement; this ability, in turn, may depend on #imlity of Spark HoldC@ subsidiaries to make distributions to it. Theligbbdf Spark
HoldCo and its subsidiaries to make such distrdngiwill be subject to, among other things, theliapple provisions of Delaware law tl
may limit the amount of funds available for distrilon and restrictions in relevant debt instrumeissied by Spark HoldCo and/or
subsidiaries. To the extent that we are unable dkenpayments under the Tax Receivable Agreemerarfprreason, such payments will
deferred and will accrue interest until paid.

The form of the Tax Receivable Agreement is filedaa exhibit to the registration statement of whilib prospectus forms a part, and
foregoing description of the Tax Receivable Agreetie qualified by reference thereto.

Registration Rights Agreement

In connection with the closing of this offering, wal enter into a registration rights agreementhailluDevco Retail Holdings and NuDey
Retail. We expect that the agreement will contaovisions by which we will agree to register unttez federal securities laws the sale of
shares of our Class A common stock received by NuDer certain of its affiliates pursuant to theckBange Right. These registration ri
will be subject to certain conditions and limitaig We will generally be obligated to pay all région expenses in connection with tF
registration obligations, regardless of whethezgistration statement is filed or becomes effective

Indemnification Agreements

We intend to enter into indemnification agreemenith each of our current and future directors ardcetive officers. These agreem
will require us to indemnify these individuals teetfullest extent permitted under Delaware law ragjdiabilities that may arise by reasot
their service to us, and to advance expenses edwas a result of any proceeding against them agtch they could be indemnified. \
believe that the limitation of liability provisiothat will be in our amended and restated certiéoait incorporation and the indemnificat
agreements will facilitate our ability to contintgeattract and retain qualified individuals to seas directors and officers.

Management Services Agreement

Spark Energy and Spark HoldCo will enter into a agggment services agreement in connection withffieeirng (the ‘Management Servic
Agreement”). Under the Management Services Agregéngpark HoldCo will pay certain of Spark Energgxpenses attributable to its st
as a public company. Such expenses include, buiarimited to, accounting and legal fees, indejeer director compensation, director
officer liability insurance expense, Sarbanes-Oxiempliance, transfer agent and registrar fees;etaxn
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preparation, investor relations expense, SEC an®&D¥Q compliance fees and the fees and expensethef service providers that prov
services to Spark Energy in connection with itdgdilons as a publically-traded company.

Interborrower Agreement

Prior to the completion of this offering, SEG, SEI&AES will enter into an interborrower agreemeut;suant to which AES will agree to
solely responsible for and repay at the closinghas offering $ million of outstandingdebtedness under our current credit fac
under which SEG, SE and AES aretmmyowers, and SEG and SE will agree to be soktpansible for the remaining $ milliof
indebtedness outstanding under our current cradiitfy.

Historical Transactions with Affiliates

W. Keith Maxwell, 11, one of our directors, is ttsmle member of NuDevco Partners, LLC (“NuDevcotfas”), which is in turn the so
member of NuDevco Partners Holdings, LLC (“NuDeWRartners Holdings")which is the sole member of Spark Energy Venturebwaill be
the sole member of NuDevco after giving effecthis bffering. Spark Energy Ventures is also the snémber of Associated Energy Servi
LP (“AES”).

NuDevco Partners Holdings also owns NuDevco MidstrédDevelopment, LLC (“NuDevco Midstream Developnignivhich is the sol
member of Marlin Midstream GP, LLC, the generaltpar of Marlin Midstream Partners, LP (“Marlin”)publicly-traded limited partnersk
that completed its initial public offering on J8{, 2013. NuDevco Midstream Development holds 1%34% common units and 8,724,
subordinated units of Marlin, which represent aprapimate 59.4% limited partner interest in Markmd indirectly owns 100% of the gen
partner interest and incentive distribution rigimsMarlin. Marlin operates through its two operatisubsidiaries, Marlin Midstream, LLC &
Marlin Logistics, LLC.

The paragraphs below describe historical transastithat existed between us, Marlin and other aféé during the years en
December 31, 2013, 2012 and 2011.

Transactions with Marlin

Prior to Marlin’s IPO on July 31, 2013, we provided natural gastamlin, who is a processing service provider, whgrdlarlin gathere
natural gas from us and other third parties, exthdNGLS, and redelivered the processed naturat@as and other third parties. Ma
replaced energy used in processing due to theotixineof liquids, compression and transportatiomatfural gas, and fuel by making a payr
to us at market prices. Revenwsdfliates, recorded in net asset optimization rewes in our combined statements of operationstectla
Marlin’s payments to us for replaced energy for the yeaded December 31, 2013, 2012 and 2011 were $3i6m8.3 million and $16.
million, respectively.

Beginning on August 1, 2013, the Marlin processaiggeement was terminated and we and AES enteredaimtagreement whereby
purchased natural gas from AES at the tailgatehef Marlin gas processing facility. Cost of revena#giates, recorded in net as
optimization revenues in the combined statementspefrations for the year ended December 31, 208etkbto this agreement were $1
million. During the period from August 2, 2013 te@ember 30, 2013, we purchased natural gas uhddrparty contracts and sold 1
processed natural gas to AES at the Marlin tailgdtdée AES worked to have the thihrty contracts assigned to it. We ceased provithiie
service to Marlin after September 30, 2013. Revsiaffiates, recorded in net asset optimization raes in the combined statement:
operations, for the year ended December 31, 20acketo these sales were $11.9 million.

Additionally, on February 28, 2008, we entered iatoatural gas transportation agreement with MadtnMarlin’s pipeline, whereby v
transport retail natural gas and pay the highdii)af minimum monthly payment or (ii) a transpodatfee per MMBtu times actual volur
transported. The current transportatagreement was set to expire on February 28, 2Qit3yéas extended for three additional years atec
rate per MMBtu without a minimum monthly paymemicluded in our results are cost of revenaf#iates, recorded in retail cost of reven
in the combined statements of operations relatetiisoactivity of $100,000, $300,000 and $300,000the years ended December 31, 2
2012 and 2011, respectively.
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Acknowledgement Agreement

As of December 31, 2013 and 2012, we recorded mugecounts receivable from Marlin in the amourft$800,000 and $4.0 millio
respectively, and noadrrent accounts receivable from Marlin of $14.7lion as of December 31, 2012, for various direilinys, cos
allocations and other services. On April 8, 2018, and Marlin entered into an Acknowledgement andeAment, whereby we and Ma
agreed that: (i) $14.7 million of our accounts reable—affiliate balance attributable to Marlin aé March 31, 2013 (the Outstandin
Amount”) was not required to be paid sooner than March 8142(ii) the Outstanding Amount or any future agus receivable affiliate
balances owed by Marlin would not accrue interast] (iii) payment of the Outstanding Amount by Ntagrior to March 31, 2014 was t
precluded. Accordingly, $14.7 million was reclagsifto long-term accounts receivable-affiliate®BBecember 31, 2012.

On April 26, 2013, Marlin paid $3.0 million of th@utstanding Amount, reducing the Outstanding Amdar11.7 million (the Remaininy
Outstanding Amount”)On June 3, 2013, the Company and Marlin enteredl antevised Acknowledgement and Agreement, whethE
Company and Marlin agreed that (i) the Remainings@nding Amount was not required to be paid sodhan July 31, 2014, (i) tl
Remaining Outstanding Amount or any future accoumtseivable affiliates balances owed by Marlin vebulot accrue interest, &
(iii) payment of the Remaining Outstanding Amounibpto July 31, 2014 is not precluded. In July 20in connection with the closing
Marlin’s initial public offering, NuDevco Midstream Devploent assumed the Remaining Outstanding Amountl&f7$million accoun
payable affiliates balance and Marlin was reledsech such obligation. As of December 31, 2013, tbeeivable due to the Company fr
NuDevco Midstream Development related to the assiompf the Remaining Outstanding Amount was $3ilion and is recorded in curre
accounts receivable-affiliates.

Cost allocations

We have historically paid certain expenses on letfateveral of our affiliates (specifically, AE&mpegy, LLC (“Ampegy”), Marlin,
ENOW, LLC (“ENOW") and NuDevco Partners), for which we are reimburssduding costs that can be specifically identfi@end certai
allocated overhead costs associated with generdl aministrative services, including executive nggmaent, employee benefit p
administration, banking arrangements, professife®d, insurance, information services, human ressuand other support departments t
affiliates. Where costs incurred on behalf of tffidiae could not be determined by specific idéietition for direct billing, the costs we
primarily allocated to the affiliated entities bdsen percentage of departmental usage, wages dcdwat. The total amount direct billed i
allocated to affiliates for the years ended Decem3fie 2013, 2012 and 2011 was $7.4 million, $4.llioniand $3.3 million, respectively.

Office Lease

We share our corporate headquarters with MarlinSARuDevco Partners and ENOW. Spark Energy Ventsridee lessee under the le
agreement covering these facilities. We pay thérestdéase payment on behalf of Spark Energy Vestamed we are reimbursed by tF
affiliates for their share of the leased space.

Sale of Equipment

In 2012, we sold a field office facility, vehiclesd computer equipment to Marlin and NuDevco Pastfar a total of $600,000. The as:
were sold at our historical cost basis at the tifine sale, as the transactions were betweemnfl

ENOW

During the years ended December 31, 2013, 201226amd, we purchased electricity for, and sold eieityrto, ENOW. During the yea
ended December 31, 2013, 2012 and 2011, sales@/\Eddtaled $4.0 million, $1.4 million and $100,008spectively.

In April and May of 2014, we took assignments oprgximately 3,600 customer accounts in Texas fradOB/ in connection with tf
departure by ENOW from the Texas retail energyrmes. We agreed to manage these accounts andopaisideration for the assignment.
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In April and May of 2014, we took assignments oprgximately 3,600 customer accounts in Texas fradOB/ in connection with tf
departure by ENOW from the Texas retail energyriess. We agreed to manage these accounts andapedshsideration for the assignment.

ENOW is indirectly wholly owned by W. Keith Maxwelll.
Agent and Management Services Agreements

SE, SEG and Ampegy are parties to an agent agréetatu February 26, 2011 pursuant to which Amptgpugh its subagents, is entit
to market natural gas and electricity on our belmlfetail customers in several states. Ampegyivesea commission for all customers
enroll with us, which is paid monthly for so long the customer remains with us. For the years eBéedmber 31, 2013, 2012 and 2011
total commission paid under this agreement werel& $760,434 and $194,362, respectively. Ampsggni affiliate of SE and SEG ant
indirectly wholly owned by W. Keith Maxwell, our émder.

In connection with this relationship, SE and Ampedso entered into a management services agreesnefébruary 1, 2011 pursuan
which SE provided certain management servicesudhat) office space, accounting and informationalises to Ampegy management.
charged Ampegy $56,071, $145,736 and $240,00théye¢ars ended December 31, 2013, 2012 and 2GEatévely, for these services un
this agreement. Both the agent agreement and tinageanent services agreement will be terminatechbyparties immediately prior to
completion of this offering and all of our ongoirgsidual commission payment obligations will beuassd by Spark Energy Ventures.

Derivative Activities

We have entered into derivative transactions withrlvi and AES in connection with our asset optirtica activities. There was a |
contract value paid to us of $1.8 million, a nemtcact value paid by us of $600,000 and a net aohtralue paid to us of $500,000 relate
these financial derivatives transactions for thergeended December 31, 2013, 2012 and 2011, resggct

Policies and Procedures for Review of Related Parfjransactions

A “Related Party Transaction$ a transaction, arrangement or relationship inciwlwe or any of our subsidiaries was, is or wil &
participant, the amount of which involved excee@2G000, and in which any related person had, hagliohave a direct or indirect mater
interest. A “Related Person” means:

e any person who is, or at any time during the applie period was, one of our executive officersroe of our directors
e any person who is known by us to be the benefaialer of more than 5.0% of our Class A common st

e any immediate family member of any of the foreggiegsons, which means any child, stepchild, pastepparent, spouse, sibling,
mother-in-law, father-in-law, son-in-law, daughteslaw, brother-in-law or sister-in-law of a direct executive officer or a beneficial
owner of more than 5.0% of our Class A common stackl any person (other than a tenant or emplsfe)ng the household of such
director, executive officer or beneficial ownermbére than 5.0% of our Class A common stock;

e any firm, corporation or other entity in which aofythe foregoing persons is a partner or princgzah a similar position or in which
such person has a 10.0% or greater beneficial ahigeinterest

Our board of directors will adopt a written relafgakty transactions policy prior to the completminthis offering. Pursuant to this poli
our audit committee will review all material facfall Related Party Transactions and either appavdisapprove entry into the Related F
Transaction, subject to certain limited exceptidnsdetermining whether to approve or disapprovieyeinto a Related Party Transaction,
audit committee shall take into account, among rofhetors, the following: (i) whether the Relatedrfy Transaction is on terms no |
favorable than terms generally available to an filizéd thirdparty under the same or similar circumstances anthé extent of the Relat
Persons interest in the transaction. Further, the palexyuires that all Related Party Transactions reguio be disclosed in our filings with -
SEC be so disclosed in accordance with applicas, 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 owm stock and Class B common si
that, upon the consummation of this offering arahsactions related thereto, and assuming the unitensvdo not exercise their option

purchase additional common units, will be owned by:

each person or group known to us to beneficially omore than 5% of any class of our outstandingngosiecurities
each member of our board of directors and any giremminee

each of our named executive officers; i

all of our directors, director nominees and exe®utifficers as a grou,

All information with respect to beneficial ownerghias been furnished by the respective 5% or muwaieeholders, directors or execu
officers, as the case may be. Unless otherwisedntite mailing address of each listed beneficiahemis 2105 CityWest Blvd., Suite 1

Houston, Texas, 77042.

We have granted the underwriters the option tolmse up to an additional shareSlass A common stock.
Class A common stock to b Class B common stock to b
beneficially owned following the beneficially owned following the Combined voting
offering(1) offering(1)
Name of beneficial ownel Number Percentage Number Percentage power(2)
Five percent stockholders:
NuDevco Partners, LLC(¢ % % %

Directors, director nominees and
named executive officers:

W. Keith Maxwell 111(3) % % %

Nathan Kroeke % — — %

Allison Wall % — — %

James G. Jones % — — %

John Ead: % — — %

Kenneth M. Hartwick % — — %
Directors, director nominees and

current executive officers as a

group (8 total) % % %

*

(1)

(2)

Less than one perce
NuDevco will have the right to exchange all or atjpm of its Spark HoldCo units (together with arresponding number of shares

Class B common stock) for Class A common stockcémh at Spark Energy, Inc.’s or Spark HoldCelection) at an exchange ratic
one share of Class A common stock for each SpatldGtounit (and corresponding share of Class B comstock) exchanged. F
additional information, please see “Certain Reladtups and Related Party Transactions—Spark HolHO©® Agreement.” Share
include the following number of restricted shardsGdass A common stock to be issued under our LiARconnection with th
consummation of this offering: wwm to Mr. Kroeker; shares to Medges; shares to Ms. W
shares to Mr. Jones; shares to Mr. Eads; and shirddr. Hartwick.

Represents the percentage of voting power of cassCA common stock and Class B common stock vobigether as a single class. E
share of Class B common stock entitles its hold@mte vote on all matters to be voted on by shddeh® generally
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(3)

NuDevco Partners, LLC, a Texas limited liabilityngpany, is the sole member of NuDevco Partners HgkJiLLC, a Texas limite
liability company, which is the sole member of Nwbe Retail Holdings, LLC, which owns a 100% interi@sNuDevco Retail, LLC, ar
may therefore be deemed to beneficially own theeshaf Class A common stock and Class B commork steld by NuDevco. W. Kei
Maxwell 11l is the sole member of NuDevco PartndesC and may therefore be deemed to beneficiallyn aive shares of Class
common stock and Class B common stock held by Nabelf the underwriters exercise their option taghase additional Class
common stock in full and we use the net proceedseffom to purchase additional Spark HoldCo unitd eancel the correspond
number of shares of Class B common stock, the numabeshares of Class A common stock and Class Bnommstock owned
NuDevco Partners, LLC would be ( %)and ( %), respectively, resulting in a donmed voting power of NuDevco Partne
LLC of %.
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DESCRIPTION OF CAPITAL STOCK

Upon completion of this offering, the authorizedpital stock of Spark Energy, Inc. will consist of shares of Class A comr
stock, $0.01 par value per share, of which shares will be issued and outstanding, shares of Class B common stock, $0&
value per share, of which shardslvel issued and outstanding and aresh of preferred stock, $0.01 par value per shud

which no shares will be issued and outstanding.

The following summary of the capital stock and ifiegite of incorporation and bylaws of Spark Enertne. does not purport to be comp
and is qualified in its entirety by reference te firovisions of applicable law and to our certificaf incorporation and blaws, which are file
as exhibits to the registration statement of wiiis prospectus is a part.

Class A Common Stock

Voting Rights Holders of shares of Class A common stock ar#lemto one vote per share held of record on aliters to be voted upon
the shareholders. The holders of Class A commark sto not have cumulative voting rights in the gtecof directors.

Dividend Rights Holders of shares of our Class A common stockeatiled to ratably receive dividends when andetlared by our boa
of directors out of funds legally available for thprpose, subject to any statutory or contraatestrictions on the payment of dividends ar
any prior rights and preferences that may be agiplécto any outstanding preferred stock.

Liquidation Rights. Upon our liquidation, dissolution, distributio assets or other winding up, the holders of CRag®ommon stock al
entitled to receive ratably the assets availabi@ligtribution to the shareholders after paymeritadiilities and the liquidation preference of .
of our outstanding shares of preferred stock.

Other Matters. The shares of Class A common stock have no priéempr conversion rights and are not subject taher calls ¢
assessment by us. There are no redemption or gifikid provisions applicable to the Class A commtwtk. All outstanding shares of
Class A common stock, including the Class A comistoigk offered in this offering, are fully paid andn-assessable.

Class B Common Stock

Generally. In connection with the reorganization and thieifg, NuDevco will receive one share of Classdtnmon stock for each Spi
HoldCo unit that it holds. Accordingly, NuDevco Wilave a number of votes in Spark Energy, Inc. etushe aggregate number of Sg
HoldCo units that it holds.

Voting Rights. Holders of shares of our Class B common stockeatiled to one vote per share held of record lbmatters to be vote
upon by the shareholders. Holders of shares ofGdass A common stock and Class B common stock together as a single class or
matters presented to our shareholders for the@ soapproval, except with respect to the amendmogrtain provisions of our certificate
incorporation that would alter or change the powprsferences or special rights of the Class B comstock so as to affect them adver:
which amendments must be by a majority of the vetgitled to be cast by the holders of the shafiexted by the amendment, voting ¢
separate class, or as otherwise required by ajppdidaw. The holders of Class B common stock dohase cumulative voting rights in 1
election of directors.

Dividend and Liquidation RightsHolders of our Class B common stock do not hawe right to receive dividends, unless the divic
consists of shares of our Class B common stock dgbts, options, warrants or other securitiesvestible or exercisable into or exchange
for shares of Class B common stock paid proportipieith respect to each outstanding share of olas€ B common stock and a divid
consisting of shares of Class A common stock aigifts, options, warrants or other securities cotiie or exercisable into or exchange:
for shares of Class A common stock on the samestégreimultaneously paid to the holders of Clasofmon stock. Holders of our Clas
common stock do not have any right to receive tildigion upon a liquidation or winding up of Spdtkergy, Inc.
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Preferred Stock

Our certificate of incorporation authorizes our fabaf directors, subject to any limitations prebed by law, without further sharehol
approval, to establish and to issue from timertetone or more classes or series of preferred gackvalue $0.01 per share, covering up 1
aggregate of shares of preferredkstEach class or series of preferred stock wider the number of shares and will have the po
preferences, rights, qualifications, limitationglaestrictions determined by the board of diregtadsich may include, among others, divid
rights, liquidation preferences, voting rights, eersion rights, preemptive rights and redemptigjihts. Except as provided by law or i
preferred stock designation, the holders of prefkatock will not be entitled to vote at or receigice of any meeting of shareholders.

Anti-Takeover Effects of Provisions of Our Certificate of Incorporation, our Bylaws and Delaware Law

Some provisions of Delaware law, and our certificat incorporation and our bylaws described belawil, contain provisions that cou
make the following transactions more difficult: adsitions of us by means of a tender offer, a proaptest or otherwise; or removal of
incumbent officers and directors. These provisioay also have the effect of preventing changesuimneanagement. It is possible that tt
provisions could make it more difficult to accongblior could deter transactions that shareholdessatterwise consider to be in their k
interest or in our best interests, including tratisas that might result in a premium over the reagkice for our shares.

These provisions, summarized below, are expectelistwurage coercive takeover practices and inatedakeover bids. These provisi
are also designed to encourage persons seekinggtore control of us to first negotiate with us. \Welieve that the benefits of increa
protection and our potential ability to negotiatiéwthe proponent of an unfriendly or unsolicitedosal to acquire or restructure us outw
the disadvantages of discouraging these proposatsuse, among other things, negotiation of theggosals could result in an improvemer
their terms.

Delaware Law

In our amended and restated certificate of incaon, we have elected not to be subject to theigians of Section 203 of the DG
regulating corporate takeovers until the date oficlwiNuDevco is no longer the holder of at least 1&8fthe combined voting power of ¢
Class A common stock and Class B common stockngdtigether as a single class. On and after sueh wa will be subject to the provisic
of Section 203 of the DGCL.

In general, those provisions prohibit a Delawargoration, including those whose securities artedigor trading on the NASDAQ Glot
Market, from engaging in any business combinatidtin \eny interested shareholder for a period ofgéhyears following the date that
shareholder became an interested shareholdersunles

* the transaction is approved by the board of dirsdvefore the date the interested shareholdenatdhat status

* upon consummation of the transaction that resiitt¢de shareholder becoming an interested sharehdtte interested shareholder
owned at least 85% of the voting stock of the caapon outstanding at the time the transaction cemred; ol

« on or after such time the business combinatiopjs@ed by the board of directors and authorizesiraeeting of shareholders by at
least twe-thirds of the outstanding voting stock that is oanhed by the interested shareholc

Certificate of Incorporation and Bylaws

Provisions of our certificate of incorporation ahglaws, which will become effective upon the clasiof this offering, may delay
discourage transactions involving an actual or jise change in control or change in our managemimciuding transactions in whi
shareholders might otherwise receive a premiunihfeir shares, or transactions that our shareholdégkt otherwise deem to be in their |
interests. Therefore, these provisions could adWeedffect the price of our Class A common stock.
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Among other things, our certificate of incorporatiand bylaws will:

e permit our board of directors to issue up to shares of preferred stock, with any sgpreferences and privileges as it may
designate

» provide that the authorized number of directors t@yghanged only by resolution of the board ofadies;

« provide that all vacancies, including newly cread@dctorships, may, except as otherwise requiseld, be filled by the affirmative
vote of a majority of directors then in office, evéless than a quorur

» eliminate the personal liability of our directors fnonetary damages resulting from breaches of figeiciary duty to the extent
permitted by the DGCL and indemnify our directonsl @fficers to the fullest extent permitted by $@ttl45 of the DGCL

» provide that shareholders seeking to present pedpbgfore a meeting of shareholders or to nomicemtelidates for election as direct
at a meeting of shareholders must provide notiaeriting in a timely manner, and also specify regments as to the form and content
of a sharehold’s notice;

* not provide for cumulative voting rights, therefaléowing the holders of a majority of the sharé€ass A common stock entitled to
vote in any election of directors to elect all lo¢ directors standing for election, if they shagddchoose; an

» provide that our bylaws can be amended or repeslady regular or special meeting of shareholdelsyyahe board of director
Limitation of Liability and Indemnification Matters

Our certificate of incorporation limits the lialliof our directors for monetary damages for breafctineir fiduciary duty as directors, exc
for liability that cannot be eliminated under th&OL. Delaware law provides that directors of a campwill not be personally liable f
monetary damages for breach of their fiduciary digydirectors, except for liabilities:

« for any breach of their duty of loyalty to us or@hareholders

» for acts or omissions not in good faith or whictidlve intentional misconduct or a knowing violatiohlaw;

« for unlawful payment of dividend or unlawful stockpurchase or redemption, as provided under Set#drof the DGCL; o
« for any transaction from which the director deriadimproper personal bene

Any amendment, repeal or modification of these @ions will be prospective only and would not affany limitation on liability of
director for acts or omissions that occurred ptooany such amendment, repeal or modification.

Our certificate of incorporation and bylaws alseypde that we will indemnify our directors and offis to the fullest extent permitted
Delaware law. Our certificate of incorporation amdaws also permit us to purchase insurance onlbehany officer, director, employee
other agent for any liability arising out of tharpons actions as our officer, director, employee omagegardless of whether Delaware
would permit indemnification. We intend to entetoinndemnification agreements with each of our entrrand future directors and office
These agreements will require us to indemnify thadesiduals to the fullest extent permitted und@laware law against liability that m
arise by reason of their service to us, and to mclvaxpenses incurred as a result of any proceedjamst them as to which they coulc
indemnified. We believe that the limitation of libdy provision in our certificate of incorporatioand the indemnification agreements
facilitate our ability to continue to attract aretain qualified individuals to serve as directand afficers.
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Transfer Agent and Registrar
The transfer agent and registrar for our Class iroon stock is
Listing
We intend to apply to list our Class A common stémkquotation on the NASDAQ Global Market undeg tymbol “SPKE.”
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no publickeafor our Class A common stock. Future salesusfClass A common stock in the pul
market, or the availability of such shares for dal¢he public market, could adversely affect tharket price of our Class A common st
prevailing from time to time. As described below/yoa limited number of shares will be available $ale shortly after this offering due
contractual and legal restrictions on resale. Needgss, sales of a substantial number of sharesio€lass A common stock in the pu
market after such restrictions lapse, or the peimeghat those sales may occur, could adversdctithe prevailing market price of «
Class A common stock at such time and our abilityaise equity-related capital at a time and prieedeem appropriate.

Sales of Restricted Shares

Upon the closing of this offering, we will have stainding an aggregate of shar&ads A common stock. All share
our Class A common stock sold in this offering (or shares of Class A common stockéf inderwriters exercise in full their optior
purchase additional shares of Class A common stoitkpe freely tradable without restriction or fher registration under the Securities Ac
persons other than our “affiliates’s defined in Rule 144 under the Securities Acticiwivould be subject to the limitations and resiits
described below under “—Rule 144.”

In addition, subject to certain limitations and egtions, pursuant to the terms of the Spark HoldOB Agreement, NuDevco will have t
right to exchange all or a portion of its Spark ¢Hod units (together with a corresponding numbeshares of Class B common stock)
Class A common stock (or cash pursuant to the Ogudion) at an exchange ratio of one share of Gdassmmon stock for each Spark Holc
unit (and corresponding share of Class B commock}texchanged, subject to conversion rate adjudsrfen stock splits, stock dividends
reclassifications. Upon consummation of this offgri NuDevco will hold Spark HoldGmits, all of which (together with
corresponding number of shares of our Class B camstock) will be exchangeable for shares of ours€l common stock. Se€eértair
Relationships and Related Party Transactions—SpatiCo LLC Agreement.'The shares of Class A common stock we issue upoh
exchanges would be “restricted securitias”defined in Rule 144 described below. Howeveonugine closing of this offering, we intenc
enter into a registration rights agreement with Muéb Retail Holdings and NuDevco Retail that wéltjuire us to register under the Secut
Act these shares of Class A common stock. See d{DeRelationships and Related Party TransactionsgisRation Rights Agreement.”

Lock-up Agreements

We, all of our executive officers, directors andtaim affiliates, including NuDevco, have agreed twosell or transfer any shares of Clas
common stock or securities convertible into, excjeatle for, exercisable for, or repayable with €lAascommon stock, for 180 days after
date of this prospectus, subject to certain exoaptand extensions. See “Underwriting” for a dggizn of these lock-up provisions.

Rule 144

In general, under Rule 144 under the Securitiesascturrently in effect, a person (or persons wiabsges are aggregated) who is
deemed to have been an affiliate of ours at ang tilaring the three months preceding a sale, and helsobeneficially owned restrici
securities within the meaning of Rule 144 for askesixth months (including any period of conse@ittwnership of preceding naffiliated
holders) would be entitled to sell those sharebjesti only to the availability of current publicfamnmation about us. A noaffiliated perso
(who has been unaffiliated for at least the pastetimonths) who has beneficially owned restricemligties within the meaning of Rule 144
at least one year would be entitled to sell thdsees without regard to the provisions of Rule 144.

A person (or persons whose shares are aggregatealismdeemed to be an affiliate of ours and who teseficially owned restricti
securities within the meaning of Rule 144 for atskenine months would be entitled to sell withiry &reemonth period a number of sha
that does not exceed the greater of one percetiteothen outstanding shares of our Class A comnaek ©or the average weekly trad
volume of our
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Class A common stock reported through the NASDAQbWa@l Market during the four calendar weeks preagdire filing of notice of the sa
Such sales are also subject to certain mannetepsavisions, notice requirements and the avditglmf current public information about us.

Stock Issued Under Employee Plans
We intend to file a registration statement on F&+8® under the Securities Act to register stockab&iunder our Longerm Incentive Pla
This registration statement on Forn83s expected to be filed following the effectivatel of the registration statement of which thisspextu

is a part and will be effective upon filing. Accardly, shares registered under such registratiatestent will be available for sale in the o
market following the effective date, unless suchreh are subject to vesting restrictions with utherock-up restrictions described 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.€&al income tax and, to a limited extent, estate ¢ansequences related to the purcl
ownership and disposition of our Class A commortlstoy a nond.S. holder (as defined below), that holds our €scommon stock as
“capital asset” generally property held for investment). This sumynia based on the provisions of the Internal Reee€ode of 1986,
amended (the “Code”)).S. Treasury regulations and administrative rdiagd judicial decisions, all as in effect on tlagechereof, and all
which are subject to change, possibly with retrivaceffect. We have not sought any ruling from IR& with respect to the statements n
and the conclusions reached in the following sunymemd there can be no assurance that the IR®aurawill agree with such statements
conclusions.

This summary does not address all aspects of Ederél income or estate taxation that may be rateganony.S. holders in light of the
personal circumstances. In addition, this summamscdhot address the Medicare tax on certain invadtincome, U.S. federal gift tax la
any state, local or foreign tax laws or any tasties. This summary also does not address taxdenasions applicable to investors that ma
subject to special treatment under the U.S. fedecalme tax laws, such as (without limitation):

« banks, insurance companies or other financialtiigins;

e tax-exempt or governmental organizatio

e dealers in securities or foreign currenc

e traders in securities that use the n-to-market method of accounting for U.S. federal incaenepurposes

e persons subject to the alternative minimum

« partnerships or other pithrough entities for U.S. federal income tax pugsosr holders of interests there
» persons deemed to sell our Class A common stoc&ruthd constructive sale provisions of the Cc

« persons that acquired our Class A common stockigirdhe exercise of employee stock options or atiseras compensation or throt
a ta>-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 integrated investment or mgluction transactiot

PROSPECTIVE INVESTORS ARE ENCOURAGED TO CONSULT THEIR 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 PURCHASE, OWNERSHIP AND DISPOSITION OF OUR CLASS A COMMON STOCK
ARISING UNDER THE U.S. FEDERAL GIFT TAX LAWS OR UND ER THE LAWS OF ANY STATE, LOCAL, NON- U.S. Ok
OTHER TAXING JURISDICTION OR UNDER ANY APPLICABLE T AX TREATY.

Non-U.S. Holder Defined

For purposes of this discussion, a “non-U.S. héldea beneficial owner of our Class A common stdek is not for U.S. federal income
purposes any of the following:

* anindividual who is a citizen or resident of theildd States

* acorporation (or other entity treated as a cotpmmdor U.S. federal income tax purposes) createorganized in or under the laws of
the United States, any state thereof or the Distfi€olumbia;

* an estate the income of which is subject to U.@erfal 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 control all substantiatidions of the trust or (ii) which has made adralection under applicable U.S.
Treasury regulations to be treated as a UnitectS{agrson
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If a partnership (including an entity treated gsaatnership for U.S. federal income tax purposediidour Class A common stock, the
treatment of a partner in the partnership genenaily depend upon the status of the partner andnughe activities of the partnerst
Accordingly, we urge partners in partnerships (idahg entities treated as partnerships for U.Seff@dincome tax purposes) considering
purchase of our Class A common stock to consult tias advisors regarding the U.S. federal income t¢onsiderations of the purchz
ownership and disposition of our Class A commoglstay such partnership.

Distributions

Distributions of cash or property on our Class Ancoon stock will constitute dividends for U.S. fealeincome tax purposes to the ex
paid from our current or accumulated earnings arafitp, as determined under U.S. federal income feRrciples. To the extent thc
distributions exceed our current and accumulatedirgs and profits, the distributions will be tredtas a nomaxable return of capital to t
extent of the non-U.S. holdertax basis in our Class A common stock and thenea$ capital gain from the sale or exchange ol iass /
common stock. See “—Gain on Disposition of Clas€dmmon Stock.” Any distribution made to a ndrs. holder on our Class A comn
stock generally will be subject to U.S. withholditax at a rate of 30% of the gross amount of tils&rilution unless an applicable income
treaty provides for a lower rate. To receive thedji of a reduced treaty rate, a nors. holder must provide the withholding agent véithIR<
Form W-8BEN (or other appropriate form) certifyiggalification for the reduced rate.

Dividends paid to a non-U.S. holder that are effety connected with a trade or business condubtethe nonl.S. holder in the Unite
States (and, if required by an applicable inconxetrimaty, are treated as attributable to a permagstablishment maintained by the ndrs
holder in the United States) generally will be @@ a net income basis at the rates and in thenenagenerally applicable to United St:
persons (as defined under the Code). Such effégtomnected dividends will not be subject to Uaithholding tax if the nord.S. holde
satisfies certain certification requirements byvuling the withholding agent with a properly exesmitRS Form WBECI certifying eligibility
for exemption. If the not).S. holder is a foreign corporation, it may alssdubject to a branch profits tax (at a 30% ratsuch lower rat
specified by an applicable income tax treaty) ereftectively connected earnings and profits (gssaeld for certain items).

Gain on Disposition of Class A Common Stock

A nonU.S. holder generally will not be subject to U.8ddral income tax on any gain realized upon the salother disposition of o
Class A common stock unless:

« the non-U.S. holder is an individual who is presarthe United States for a period or periods agatieg 183 days or more during the
calendar year in which the sale or disposition ogend certain other conditions are n

« the gain is effectively connected with a trade wsibess conducted by the non-U.S. holder in theedrtates (and, if required by an
applicable tax treaty, is attributable to a pernmimstablishment maintained by the -U.S. holder in the United States);

e our Class A common stock constitutes a U.S. regbgnty interest by reason of our status as a Uigitates real property holding
corporation “USRPHC(") for U.S. federal income tax purpos

A non-U.S. holder described in the first bullet point ebawvill be subject to U.S. federal income tax at& of 30% (or such lower r:
specified by an applicable income tax treaty) anamount of such gain, which generally may be offigdJ.S. source capital losses.

A non-U.S. holder whose gain is described in the secatidttpoint above generally will be taxed on a imeome basis at the rates an
the manner generally applicable to United Statesqmes (as defined under the Code) unless an apfdigacome tax treaty provides otherw
If the nonU.S. holder is a corporation, it may also be sukige@ branch profits tax (at a 30% rate or suetelorate specified by an applica
income tax treaty) on its effectively connectech@ags and profits (as adjusted for certain itemisictv will include such gain.
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Generally, a corporation is a USRPHC if the fairke& value of its U.S. real property interests égjoa exceeds 50% of the sum of the
market value of its worldwide real property intéseand its other assets used or held for useradg or business. We believe that we curr
are not a USRPHC for U.S. federal income tax purp@sd we do not expect to become a USRPHC fdptheeeable future. However, in
event that we become a USRPHC, as long as our 8lassnmon stock is considered to be regularly ttaoie an established securities mau
only a non-U.S. holder that actually or construgliivowns or owned at any time during the shorteheffiveyear period ending on the date
the disposition or the non-U.S. holdetholding period for the Class A common stock, nmibim 5% of our Class A common stock will
taxable on gain recognized on the disposition of@ass A common stock as a result of our statuis WSRPHC. If our Class A common st
were not considered to be regularly traded on teibkshed securities market, all nohS. holders generally would be subject to U.Sefa
income tax on a taxable disposition of our Clagsofmon stock, and a 10% withholding tax would applyhe gross proceeds from the sa
our Class A common stock by such non-U.S. holders.

Non-U.S. holders should consult their tax advisors wétspect to the application of the foregoing rutetheir ownership and disposition
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 citibemesident of the United States
defined for U.S. federal estate tax purposes)atithe of death generally will be includable in thexedens gross estate for U.S. federal e
tax purposes and thus may be subject to U.S. fedstate tax, unless an applicable estate tax/tpravides otherwise.

Backup Withholding and Information Reporting

Any dividends paid to a non-U.S. holder must beoregal annually to the IRS and to the Adrs. holder. Copies of these information ret
may be made available to the tax authorities incinentry in which the no).S. holder resides or is established. Paymentividends to
non-U.S. holder generally will not be subject techgp withholding if the nod.S. holder establishes an exemption by propenitifgiag its
non-U.S. status on an IRS Form W-8BEN or other ajpiate version of IRS Form W-8.

Payments of the proceeds from a sale or other siigo by a nonJ.S. holder of our Class A common stock effectecbbyhrough a U.{
office of a broker generally will be subject todnfhation reporting and backup withholding (at tipplacable rate) unless the nahS. holde
establishes an exemption by properly certifyinghde-U.S. status on an IRS Form W-8BEN or otheragmpate version of IRS Form \@-anc
certain other conditions are met. Information réipgrand backup withholding generally will not appb any payment of the proceeds fro
sale or other disposition of our Class A commorlsteffected outside the United States by a foreiffice of a broker. However, unless s
broker has documentary evidence in its recordstti@aholder is a non-U.S. holder and certain otloeditions are met, or the n&hS. holde
otherwise establishes an exemption, informatioronépy will apply to a payment of the proceeds loé tisposition of our Class A comrn
stock effected outside the United States by sumtoker if it has certain relationships within theitéd States.

Backup withholding is not an additional tax. Rathtee U.S. income tax liability (if any) of persosgbject to backup withholding will
reduced by the amount of tax withheld. If withheolgliresults in an overpayment of taxes, a refund beagbtained, provided that the requ
information is timely furnished to the IRS.

Additional Withholding Requirements

Sections 1471 through 1474 of the Code, and thaslmry regulations and administrative guidance wsiereunder, impose a 3
withholding tax on any dividends on our Class A coom stock and on the gross proceeds from a digpogif our Class A common stock
each case if paid to a “foreign financial instituti or a “non-financial foreign entity"each as defined in the Code) (including, in sonses
when such foreign financial institution or entity acting as an intermediary), unless (i) in theecasa foreign financial institution, su
institution enters into an agreement with the W8vernment to withhold on certain payments, anddlbect and provide to the U.S.
authorities substantial information regarding Lh&ount
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holders of such institution (which includes certagquity and debt holders of such institution, a#l @& certain account holders that are for
entities with U.S. owners), (ii) in the case of @nffinancial foreign entity, such entity certifiisat it does not have angubstantial Unite
States owners”as defined in the Code) or provides the withholdaggnt with a certification identifying the direghd indirect substant
United States owners of the entity, or (iii) theeign financial institution or nofinancial foreign entity otherwise qualifies for amemptiol
from these rules. Foreign financial institutionsdted in jurisdictions that have an intergovernmkrigreement with the United Ste
governing these rules may be subject to differatdgs: Under certain circumstances, a holder migheliible for refunds or credits of st
taxes.

Payments subject to withholding tax under this emerally include dividends paid on Class A comrmatotk of a U.S. corporation af
June 30, 2014, and gross proceeds from sales er digpositions of such Class A common stock diecember 31, 2016. Ndd-S. holder
are encouraged to consult their tax advisors régguttie possible implications of these withholdmigs.

THE FOREGOING DISCUSSION IS FOR GENERAL INFORMATIOQNLY AND SHOULD NOT BE VIEWED AS TAX ADVICE
INVESTORS CONSIDERING THE PURCHASE OF OUR CLASS ®MMON STOCK ARE URGED TO CONSULT THEI®WN TAX
ADVISORS REGARDING THE APPLICATION OF THE U.S. FEBRRAL INCOME AND ESTATE TAX LAWS TO THEIR PARTICULAF
SITUATIONS AND THE APPLICABILITY AND EFFECT OF U.SFEDERAL GIFT TAX LAWS AND ANY STATE, LOCAL OF
FOREIGN TAX LAWS AND TAX TREATIES.
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UNDERWRITING (CONFLICTS OF INTEREST)

Robert W. Baird & Co. Incorporated and Stifel, Naes & Company, Incorporated are acting as reptatees of each of the underwrit
named below. Subject to the terms and conditionsasth in an underwriting agreement among us, thderwriters and NuDevco Re
Holdings and NuDevco Retail, we have agreed totedlthe underwriters, and each of the underwrit@s agreed, severally and not jointly
purchase from us, the number of shares of Classmon stock set forth opposite its name below.

Number
Underwriters of Share
Robert W. Baird & Co. Incorporate
Stifel, Nicolaus & Company, Incorporat
Total

Subject to the terms and conditions set forth i timderwriting agreement, the underwriters haveeyr severally and not jointly,
purchase all of the shares of Class A common stolkkunder the underwriting agreement if any obéhehares are purchased. If an underv
defaults, the underwriting agreement provides that purchase commitments of the nondefaulting wmdiers may be increased or
underwriting agreement may be terminated.

We and NuDevco have agreed to indemnify the undimsragainst certain liabilities, including liabigs under the Securities Act, or
contribute to payments the underwriters may beireduo make in respect of those liabilities.

The underwriters are offering the Class A commartist subject to prior sale, when, as and if issieednd accepted by them, subjec
approval of legal matters by their counsel, inahgdithe validity of the Class A common stock, anfieotconditions contained in 1
underwriting agreement, such as the receipt byuttderwriters of legal opinions and officer®rtificates from us and affiliated entities. -
underwriters reserve the right to withdraw, camrehodify offers to the public and to reject ordersvhole or in part.

Commissions and Discounts

The representative has advised us that they prdpigaly to offer the Class A common stock to theblic at the public offering price :
forth on the cover page of this prospectus andeeds at that price less a concession not in exce$ per share. After the ini
offering, the public offering price, concessionamry other term of the offering may be changed.

The following table shows the public offering priasnderwriting discount and proceeds before expemseaus. The information belc
assumes either no exercise or full exercise bytigerwriters of their option to purchase additicstadres of Class A common stock.

Per Share Without Option With Option
Public offering price $ $ $
Underwriting discount(1 $ $ $
Proceeds, before expenses, to us(l $ $ $

(1) Includes a structuring fee equal to 0.50% of thesgproceeds of this offering payable to RoberBaird & Co. Incorporated and Stif
Nicolaus & Company, Incorporate
(2) None of the net proceeds from this offering willreéained by Spark Energy, Inc. Please“Use of Proceec”

The expenses of the offering, not including theamdliting discount or the structuring fee, are restied at $ million. Robert
Baird & Co. Incorporated and Stifel, Nicolaus & Cpamy, Incorporated will receive a structuring fegia to 0.50% of the gross proceed
this offering (including any proceeds from the of the option of purchase additional shareSlags A common stock) for the evaluat
analysis and structuring of the Company. The undtrg will also be reimbursed for certain experatsgbutable to filings with the Financ
Industry Regulatory Authority, or FINRA.
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Option to Purchase Additional Shares of Class A Comon Stock

We have granted an option to the underwriters, cisable for 30 days after the date of this prospecto purchase up to an additic

shares of Class A common stockatgublic offering price, less the underwritingatiant. If the underwriters exercise this opt

each will be obligated, subject to conditions corgd in the underwriting agreement, to purchasaraber of additional shares proportionat
that underwriter’s initial amount reflected in thieove 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 Clas
common stock or securities convertible into, excjeable for, exercisable for, or repayable with €lascommon stock, for 180 days after
date of this prospectus without first obtaining thetten consent of Robert W. Baird & Co. Incorpmich Specifically, we and these ot
persons have agreed, with certain limited exceptsat forth below, not to directly or indirectly:

- offer, pledge, sell or contract to sell any sharfe€lass A common stoc

» sell any option or contract to purchase any shafr€lass A common stoc

* purchase any option or contract to sell any shafr€lass A common stoc

e grant any option, right or warrant for the salen¥ shares of Class A common stc

* lend or otherwise dispose of or transfer any shaf&ass A common stoc

* request or demand that we file a registration state related to the Class A common stock

e enter into any swap or other agreement that tramsfewhole or in part, the economic consequeriamership of any shares of
Class A common stock whether any such swap oradrtios is to be settled by delivery of shares @fsSIA common stock or other
securities, in cash or otherwis

The restrictions set forth in the preceding sergesttall not apply to the following transfers, sadaas, among other things, the transi
does not voluntarily effect any public filing om@rt regarding such transfers and agrees to bedbloyithe terms of the lock-up agreement:

* abona fide gift or gifts

» atransfer to any trust for the direct or indirbenefit of such transferor or the immediate faroilyhe transferor

e adistribution to limited partners or stockholdefshe transferor

e atransfer to the transfe’s affiliates or to any investment fund or othetlitgrdontrolled or managed by the transferor

« the issuance of restricted shares of Class A constamk in connection with this offering, and thinfy of a registration statement on
Form &8 to register stock issuable under our L-Term Incentive Plar

This lockup provision applies to Class A common stock andetcurities convertible into or exchangeable orasgable for or repayak
with Class A common stock. It also applies to skas€ Class A common stock owned now or acquiredr lay the person executing
agreement or for which the person executing theeagent later acquires the power of disposition.

Robert W. Baird & Co. Incorporated may, in its sdiscretion and at any time or from time to timelease all or any portion of the Clas
common stock or other securities subject to th&-lgr agreement. Any determination to release anysCdasommon stock would be ba:
upon a number of factors at the time of determimativhich may include the market price of the Classommon stock, the liquidity of tl
trading market of the Class A common stock, generatket conditions, the number of shares of Clasommon stock or other securit
proposed to be sold or otherwise transferred aadithing, purposes and terms of the proposed sat¢her transfer. Robert W. Baird & (
Incorporated does not have any present intentigreeanent or understanding, implicit or explicit, redease any of the shares of Clas
common stock or other securities subject to thk-lge agreements prior to the expiration of the fapkperiod described above.
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NASDAQ Global Market Listing
We intend to apply for listing of the Class A conmrsiock on the NASDAQ Global Market under the syhiB&KE.”

Before this offering, there has been no public reaflar our Class A common stock. The initial pubdiering price will be determine
through negotiations between us and the represesgatn addition to prevailing market conditiotise factors to be considered in determil
the initial public offering price are:

» the valuation multiples of publicly traded companikat the representative believes to be compatahis;

« our financial information

< the history of, and the prospects for, the Compmarythe industry in which we compe

e an assessment of our management, its past andpogsrations, and the prospects for, and timinguwf future revenue:

e the present state of our developm

< the recent market prices of, and demand for, piyiiaded equity securities of generally comparaigmpanies; an

< the above factors in relation to market values\aribus valuation measures of other companies egegactivities similar to our:

An active trading market for the Class A commorcktmay not develop. It is also possible that afteroffering the Class A common st
will not trade in the public market at or above thidial public offering price.

The underwriters do not expect to sell more thandi%he Class A common stock in the aggregate towts over which they exerc
discretionary authority.

Price Stabilization, Short Positions and Penalty Ris

Until the distribution of the Class A common staslcompleted, SEC rules may limit underwriters aetling group members from biddi
for and purchasing our Class A common stock. Howethe representatives may engage in transactlwatsstabilize the share price of
Class A common stock, such as bids or purchasesgofix or maintain that price.

In connection with the offering, the underwriteraympurchase and sell shares of our Class A comramk $n the open market. The
transactions may include short sales, purchasébeonpen market to cover positions created by saes and stabilizing transactions. S
sales involve the sale by the underwriters of atgrenumber of shares of Class A common stock thay are required to purchase in
offering. “Covered” short sales are sales madenimmount not greater than the underwriteqgtion to purchase additional shares of Cla
common stock described above. The underwriters ol@se out any covered short position by either @serg their option to purcha
additional shares of Class A common stock or pugicigashares of Class A common stock in the operkeham determining the source
Class A common stock to close out the covered gtwsition, the underwriters will consider, amongestthings, the share price of Clas
common stock available for purchase in the operketars compared to the price at which they maythmasge shares of Class A common s
through the option granted to them. “Nakestiort sales are sales in excess of such option.umterwriters must close out any naked ¢
position by purchasing shares of Class A commoiksto the open market. A naked short position isrenlikely to be created if tl
underwriters are concerned that there may be dowhyweessure on the share price of our Class A camstock in the open market ai
pricing that could adversely affect investors whoghase in the offering. Stabilizing transactionsgist of various bids for or purchase:
shares of Class A common stock made by the underaiin the open market prior to the completiothef offering.

The underwriters may also impose a penalty bids Tducurs when a particular underwriter repays o uhderwriters a portion of t
underwriting discount received by it because tipgagentatives have repurchased
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shares of Class A common stock sold by or for twmant of such underwriter in stabilizing or shoovering transactions.

Similar to other purchase transactions, the undesi purchases to cover the syndicate short sales meg the effect of raising
maintaining the market price of our Class A comnstock or preventing or retarding a decline in tharket price of our Class A commr
stock. As a result, the share price of our Clag®mimon stock may be higher than the share pridenifght otherwise exist in the open mar
The underwriters may conduct these transactionth@NASDAQ Global Market, in the over-the-counteariet or otherwise.

Neither we nor any of the underwriters make anyresgntation or prediction as to the direction orgnitade of any effect that t
transactions described above may have on the shimee of our Class A common stock. In addition,timei we nor any of the underwrit
make any representation that the representativhsengage in these transactions or that these acdiosis, once commenced, will not
discontinued without notice.

Electronic Distribution

In connection with the offering, certain of the endriters or securities dealers may distribute pectuses by electronic means, such as
mail.

Conflicts of Interest

Some of the underwriters and their affiliates hamgaged in, and may in the future engage in, inv@st banking and other commer
dealings in the ordinary course of business withousur affiliates. They have received, or may le future receive, customary fees
commissions for these transactions. Specifically or their affiliates are lenders undmr existing credit facility. In additio

will be sole lead arranger and dmlekrunner under our new credit facility and &dfibs of certain of the underwriters may be ac
and lenders under our new credit facility.

In addition, in the ordinary course of their busiseactivities, the underwriters and their affilat@ay make or hold a broad array
investments and actively trade debt and equity ritexsi (or related derivative securities) and ficiah instruments (including bank loans)
their own account and for the accounts of theitamgrs. Such investments and securities activitiag involve securities and/or instrument
ours or our affiliates. The underwriters and ttedfiliates may also make investment recommendatardor publish or express indepen:
research views in respect of such securities @nfiral instruments and may hold, or recommendientd that they acquire, long and/or s
positions in such securities and instruments.

Selling Restrictions
Notice to Prospective I nvestorsin the European Economic Area

This prospectus has been prepared on the basiththatansactions contemplated by this prospecty Member State of the Europ
Economic Area which has implemented the Prospebivsctive (each, a “Relevant Member Statedther than Germany) will be me
pursuant to an exemption under the Prospectus tidesitom the requirement to publish a prospectrsoffers of securities. Accordingly, @
person making or intending to make any offer int tRelevant Member State of the securities which thee subject of the transactic
contemplated by this prospectus, may only do sdrizumstances in which no obligation arises foousny of the underwriters to publis
prospectus pursuant to Article 3 of the Prospebiusctive in relation to such offer. Neither we rasty of the underwriters have authorized,
do they authorize, the making of any offer of sémg or any invitation relating thereto in circuiaisces in which an obligation arises for u
any of the underwriters to publish a prospectustmh offer or invitation.

In relation to each Relevant Member State, othen 8ermany, with effect from and including the datewhich the Prospectus Directivi
implemented in that Relevant Member State (the éRat Implementation Date"jjo offer to the public of the securities subjectthé
supplement has been or will be made in that ReteM@mber State other than:

(@) to any legal entity which is a qualified investardefined in the Prospectus Directi* Qualified Investor”);
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(b) to fewer than 100 or, if the Relevant Member Steis implemented the relevant provision of the 2BD0Amending Directive, 15
natural or legal persons (other than Qualified #eEs), as permitted under the Prospectus DirediNgect to obtaining our pri
consent for any such offer;

(c) in any other circumstances falling within Articlé2} of the Prospectus Directiv

provided that no such offer or invitation shallugg us or any of the underwriters to publish aspextus pursuant to Article 3 of the Prospe
Directive.

For the purposes of this provision, the expressinrt‘offer to the public’'means the communication in any form and by any sesd
sufficient information on the terms of the offerdathe securities to be offered so as to enablenastor to decide to purchase the securitie
the same may be further defined in that Relevaninbtr State by any measure implementing the Prasp&itective in that Member Ste
The expression “Prospectus Directiveeans Directive 2003/71/EC (and amendments theratiuding the 2010 PD Amending Directive
the extent implemented in the Relevant Member Jtated includes any relevant implementing measureach Relevant Member State,
the expression “2010 Amending Directive” means Etikee 2010/73/EU.

We have not authorized and do not authorize theingaif any offer of securities through any finathérermediary on their behalf, ott
than offers made by the underwriters with a vievihie final placement of the securities as contetadlén this prospectus. Accordingly,
purchaser of the securities, other than the undemsy is authorized to make any further offer bé tsecurities on behalf of us or
underwriters.

Notice to Prospective I nvestorsin the United Kingdom

This prospectus is only being distributed to andns$y directed at (1) persons who are outside théed Kingdom or (2) to investme
professionals falling within Article 19(5) of tharancial Services and Markets Act of 2000 (FinanBimmotion) Order 2005, which we re
to as the Order, or (30 high net worth entities] ather persons to whom it may lawfully be commated, falling within Article 49(2)(a)
(d) of the Order, all such persons together werrgfeas relevant persons. The securities are ovdylable to, and any invitation, offer
agreement to subscribe, purchase or otherwise recguch securities will be engaged in only withevant persons. Any person who is n
relevant person should not act or rely on this duet or any of its contents.

Notice to Prospective I nvestorsin Switzerland

The distribution of our Class A common stock in &eiland will be exclusively made to, and directdd regulated qualified invest
(“Regulated Qualified Investors”ps defined in Article 10(3)(a) and (b) of the Swsllective Investment Schemes Act of 23 June 26¢
amended (“CISA”). Accordingly, we have not, andlwibt be, registered with the Swiss Financial M&i®apervisory Authority (“FINMAY)
and no Swiss representative or paying agent has beaill be appointed for us in Switzerland. Tipigspectus and/or any other offel
materials relating to our Class A common stock tm@ynade available in Switzerland solely to Regdl&®ealified Investors.

Notice to Prospective I nvestorsin Germany

This prospectus has not been prepared in accordgititehe requirements for a securities or salespectus under the German Secul
Prospectus Act (Wertpapierprospektgesetz), the @erésset Investment Act (Vermdgensanlagengesetzjheo German Investment /
(Investmentgesetz). Neither the German FederalnEinhServices Supervisory Authority (Bundesandiiadt Finanzdienstleistungsaufsieht
BaFin) nor any other German authority has beerfiadtof the intention to distribute our Class A aoon stock in Germany. Consequently,
Class A common stock may not be distributed in Gennby way of public offering, public advertisemantin any similar manner and t
prospectus and any other document relating to flegirng, as well as information or statements ciorgd therein, may not be supplied to
public in Germany or used in connection with anfeiofor subscription of our Class A common stockhe public in Germany or any otl
means of public marketing. Our Class A common siedieing offered and sold in Germany only to diediinvestors which are referred tc
Section 3, paragraph 2 no. 1 in connection withti8e@ no. 6 of the German Securities Prospectus $ection 2 no. 4 of the German At
Investment
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Act, and in Section 2 paragraph 11 sentence 2 obthe German Investment Act. This prospectusristht for use of the person who
received it. It may not be forwarded to other pessor published in Germany.

The offering does not constitute an offer to sellh@ solicitation or an offer to buy our Class @dmmon stock in any circumstances in wi
such offer or solicitation is unlawful.

Notice to Prospective I nvestors in the Netherlands

Our Class A common stock may not be offered or ,sdidectly or indirectly, in the Netherlands, oth#ran to qualified investo
(gekwalificeerde beleggers) within the meaning didde 1:1 of the Dutch Financial Supervision A¢tét op het financieel toezicht).

Notice to Prospective I nvestorsin Hong Kong

Our Class A common stock may not be offered or soltHong Kong by means of this prospectus or amemotlocument other than
(a) professional investors as defined in the Stéearand Futures Ordinance of Hong Kong (Cap. k&tys of Hong Kong) (“SFO”and an
rules made under the SFO or (b) in other circuncgtsnvhich do not result in this prospectus beirgnt to be a “prospectus$ defined i
the Companies Ordinance of Hong Kong (Cap. 32, LaiMdong Kong) (“CO”),or which do not constitute an offer to the publithin the
meaning of the CO or the SFO; and no person hasdssr had in possession for the purposes of igsugill issue or has in possession for
purposes of issue, whether in Hong Kong or elsegleaty advertisement, invitation or document retato our Class A common stock wh
is directed at, or the contents of which are likiedybe accessed or read by, the public of Hong Kexgept if permitted to do so under
securities laws of Hong Kong) other than with respe our Class A common stock which are or arerided to be disposed of only to per:
outside Hong Kong or only to professional invesesgefined in the SFO.
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LEGAL MATTERS

The validity of our Class A common stock offeredthis prospectus will be passed upon for us by &fin& Elkins L.L.P., Houston, Tex:
Certain legal matters in connection with this dffgrwill be passed upon for the underwriters by daves Kurth LLP, Houston, Texas.

EXPERTS

The combined financial statements of Spark Enelryy, as of and for each of the years in the fw@ar period ended December 31, 3
have been included herein (and in the registrasittiement) in reliance upon the report of KPMG LliRjependent registered pul
accounting firm, appearing elsewhere herein, armhupe authority of said firm as experts in accownand auditing.

The balance sheet of Spark Energy, Inc. as of 2&il2014, has been included herein (and in thistragon statement) in reliance upon
report of KPMG LLP, independent registered pubticaunting firm, appearing elsewhere herein, anchipe authority of said firm as expe
in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statemmmtForm St (including the exhibits, schedules and amendm#greto) under tt
Securities Act, with respect to the shares of das€A common stock offered hereby. For furtheoiimfation with respect to us and the Cla:
common stock offered hereby, we refer you to thgisteation statement and the exhibits and schedilégstherewith. Statements containe:
this prospectus as to the contents of any contemggement or any other document are summariebeofiaterial terms of this contre
agreement or other document. With respect to eddhese contracts, agreements or other documdats ds an exhibit to the registrat
statement, reference is made to the exhibits fooee complete description of the matter involvedcopy of the registration statement, anc
exhibits and schedules thereto, may be inspectdobuticharge at the Public Reference Room of the &EL00 F Street N.E., Washington,
20549. Copies of these materials may be obtaireed fuch office, upon payment of a duplicating félease call the SEC at 1-800-SB83(
for further information on the operation of the RatReference Room. The SEC maintains a websitevat.sec.gov that contains repo
proxy and information statements and other inforomategarding registrants that file electronicailgh the SEC.

As a result of this offering, we will become subjexfull information requirements of the Exchanyet. We will fulfill our obligations witt
respect to such requirements by filing periodicoré&pand other information with the SEC. We intéadurnish our shareholders with anr
reports containing financial statements certifigcabh independent public accounting firm.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This prospectus contains forwdabking statements that are subject to a numbeisk$ and uncertainties, many of which are beyom
control. All statements, other than statementsistiohical fact included in this prospectus, regagdour strategy, future operations, finan
position, estimated revenues and losses, projexisi$, prospects, plans and objectives of manageaneriorwardiooking statements. Wh
used in this prospectus, the words “could,” “bedigv'anticipate,” “intend,” “estimate,” “expect,”ay,” “continue,” “predict,” “potential,”
“project” and similar expressions are intendeddentify forward-looking statements, although ndtfatwardlooking statements contain st
identifying words.

Forward-looking statements appear in a number atgd in this prospectus, including “Prospectus Samysh “Risk Factors,” Casl
Dividend Policy,” “Management’s Discussion and Argaé of Financial Condition and Results of Operadioand “Businessand may includ
statements about, among other things:

e our business strategy and prospects for gro
e our ability to pay cash dividend
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« our cash flows and liquidity

< our financial strategy, budget, projections andrafieg results
« the availability and terms of capit:

e competition and government regulations; .

e general economic conditior

Although we believe that the expectations refleégteduch forwardeoking statements are reasonable, we cannot giyeaasurance tt
such expectations will prove correct. The forwhrdking statements involve risks and uncertaintiggortant factors that could cause ac
results to differ materially from our expectationsluded, but are not limited to, the following:

e commodity prices

« weather conditions

« the sufficiency of our risk management policies aedging procedure
e customer concentratio

- federal, state and local regulatic

e our ability to retain licenses in the markets iniethwe operate

« our ability to retain existing customers and obtaéw customers

« collateral requirements in connection with suppitiaties;

» credit risk, including with respect to our suppdi@nd customer.

e our level of indebtednes

< the accuracy of our hilling systen

e third party transportation and transmission faetit

e competition from regulated local regulated utibtignd other competitors; a

« other factors discussed in “Risk Factors,” “Managatis Discussion and Analysis of Financial Conditand Results of Operations”
and elsewhere in this prospect

All forward-looking statements speak only as of the date of phospectus; we disclaim any obligation to updhése statements unl
required by law and we caution you not to placeugnckliance on them. It is not possible for our agggment to predict all risks, nor can
assess the impact of all factors on our busineskeoextent to which any factor, or combinationfadtors, may cause actual results to d
materially from those contained in any forward-loak statements that we make. These cautionarynsésis qualify all forwardeoking
statements attributable to us or persons actinguomehalf.
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SPARK ENERGY, INC.
UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

Introduction

The following unaudited pro forma combined finahat@tements of Spark Energy, Inc. (the “Comparag)of March 31, 2014, and for
year ended December 31, 2013 and the three momttesieMarch 31, 2014, are derived from the histbgoanbined financial statements of
combined business and assets of the retail nagasabusiness and asset optimization activitiepaflSEnergy Gas, LLC (“SEG’gnd the reta
electricity business of Spark Energy, LLC (“SE” atmhether with SEG, the “Operating Subsidiaries) forth elsewhere in this prospectus
are qualified in their entirety by reference tofsiistorical combined financial statements andteelanotes contained therein. These unau
pro forma combined financial statements have beepaped to reflect the Compasyformation and reorganization in connection wiifs
offering, initial public offering (the “Offering”and use of proceeds therefrom and other relatedactions.

The unaudited pro forma combined balance sheettendnaudited pro forma combined statements ofatipers (together with the notes
the unaudited pro forma combined financial statesjehe “pro forma financial statementsiere derived by adjusting the historical auc
combined financial statements of the Company, endase of the unaudited pro forma combined stateofeoperations for the year enc
December 31, 2013, and the unaudited combineddiabstatements of the Company as of and for theetmonths ended March 31, 201«
the case of the unaudited pro forma combined filadustatements of the Company as of and for theetinonths ended March 31, 2014.
adjustments are based upon currently availablerimdton and certain estimates and assumptions.afefiects of the transactions may di
from the pro forma adjustments. Management belielvewever, that the assumptions provide a reasertzddis for presenting the signific
effects of the transactions as contemplated andtileapro forma adjustments are factually suppdetamd give appropriate effect to th
assumptions and are properly applied in these@rod financial statements.

The pro forma adjustments have been preparedths Dffering and the related transactions had tgik@ce on March 31, 2014, in the ¢
of the unaudited pro forma combined balance slaet as if the Offering and the related transactimat taken place as of January 1, 201
the case of the unaudited pro forma combined sexienf operations. The pro forma combined finansiatements have been prepared as
Company will be treated as a corporation for fedareome tax purposes. The pro forma combined fir@nstatements should be reac
conjunction with the notes accompanying such pron# combined financial statements and with ourohisal audited combined financ
statements, as well as “Use of Proceeds” and “Mamagt's Discussion and Analysis of Financial Canditand Results of Operationgact
included elsewhere in this prospectus.

The unaudited pro forma combined financial statemgive pro forma effect to the following adjustrteramong others:

* NuDevco Retail Holdings, LL’s (“NuDevco Retail Holdings”) contribution of alif its membership interest in the Operating
Subsidiaries to Spark HoldCo, LLC (“Spark HoldCat),exchange for Spark HoldCo membershipsu(*Spark HoldCo Units”)
and its transfer of 1% of such units to NuDevcoaRet LC (“NuDevco Retail” and, together with NuD&w Retail Holdings,
“NuDevc(’);

* NuDevco Retail Holdin¢' transfer of Spark HoldCo Units to therqmany in exchange for a $50,000 note issued b tmpany
to NuDevco Retail Holdings (the “NuDevco Note”),\asll as the amendment of Spark HoldCo LLC Agreemedmit the Company
as its sole managing memb

« theissuance of shares of the Compa@iass B common stock to Spark HoldCo, and theesyent distribution by Spark
HoldCo to NuDevco Retail Holdings and NuDevco Retéi and shares of CIBssommon stock, respectively, received
from the Company
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the adjustments associated with the change intéénssto a corporatiol
the issuance of shares of the Comr’s Class A common stock to the public in connecivith the Offering;

the purchase by the Company of arisploldCo Units from NuDevco Retail Holdings usithg net proceeds raised in
connection with the Offering, and the repaymenti®syCompany of the NuDevco No

an estimate of the liability associated with the Reeceivable Agreement (see “Certain RelationshipsRelated Party Transactions—
Tax Receivable Agreement”) the Company will enteo ias part of the reorganization (see “ProspeBtusmary—Corporate
Reorganization”) and the corresponding deferrechpet (assuming the underwriters do not exereesefttion to purchase additional
shares of Class A common stock from the Companytlaer@ are no future exchange

Spark HoldCo'’s entry into a new $60 million revalgicredit facility, borrowing of $10 million and &wp into $15 million in letters of
credit under the new revolving credit facility, atiné amortization of deferred financing costs andsed commitment fee associated
with the revolving credit facility

the repayment by the Company of the $10 milliod@bt outstanding under the existing credit faciiith the proceeds of the
Company’s new credit facility borrowings and thewsption pursuant to an interborrower agreememrigyof the Company’s
affiliates, who is also a co-borrower under theeagnent, of the remaining $24 million of debt outdiag under the existing credit
facility; and

the recognition of nc-controlling interests in Spark HoldCo held by NubbeRetail Holdings and NuDevco Ret:

The unaudited pro forma combined financial inforimratpresented assumes the underwriters do notisgeite option to purchase
shares of Class A common stock from NuDevco.

The pro forma financial statements do not giveaffe an estimated $3.0 million in incremental gahand administrative expenses thal
Company expects to incur annually as a result ofgoa separate publiclyaded company. The pro forma financial statemargspresented f
illustrative purposes only and do not purport tdiégate the financial condition or results of openag that actually would have been real
had the Offering, and the related transactionsn lseesummated on the dates or for the periods prese

The pro forma combined financial statements cartstiforwardlooking information and are subject to certain siglhd uncertainties tt
could cause actual results to differ materiallynirthose anticipated. See “Risk Factors” and “Cauatip Note Regarding Forwaltdsoking
Statements.”
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SPARK ENERGY, INC.

Unaudited Pro Forma Combined Balance Sheet as of Neh 31, 2014

(in thousands)

Spark
Energy, Inc.
Pro Forma
Historical Adjustments
Assets
Current assetl
Cash and cash equivale $ 475 $ (a)(c)(e)()
Accounts receivable, net of allowance for doubgfetounts 89,56¢ —
Accounts receivab-affiliates 7,32¢ —
Fair value of derivative asse 4,07t —
Customer acquisition cos 7,521 —
Prepaid asse 2,01¢ —
Other current asse 5,254 (b)(e)
Total current asse 120,52
Property, plant and equipment, | 4,61¢ —
Fair value of derivative asse 2 —
Customer acquisition cos 3,40¢ —
Deferred tax asse — 4)
Other asset 89 (d)(e)
Total asset $128,64( $
Liabilities and Member’s / Stockholder’ Equity
Current liabilities:
Accounts payabl $ 5345( $ —
Accrued liabilities 7,34 —
Fair value of derivative liabilitie 2,50t —
Note payable 34,00( (24,000 (d)
Total current liabilities 97,30: (24,000
Long term liabilities:
Tax receivable agreement liabili — )
Fair value of derivative liabilitie 84 —
Total liabilities 97,38¢
Membe’s / Stockholder equity:
Membe’s equity 31,25 €)
Class A common stock, par value $0.01 per sharshaces authorized or
issued and outstanding (actual); areb authorized (pro forma, as
adjusted); shares issued and oudstg (pro forma, as adjuste
Class B common stock, par value $0.01 per sharehares authorized or
issued and outstanding (actual); aret authorized (pro forma, .
adjusted); shares issued and oudstg (pro forma, as adjuste —
Preferred stock, par value $0.01 per share; nestarthorized or issued and
outstanding (actual); shares autledr(pro forma, as adjusted);
no shares issued and outstanding (pro forma, asted) — —
Additional paic-in capital — (c)(®)(9)
Total membe's / stockholder equity 31,25
Non-controlling interes — (b)(d)(9)
Total membe's / stockholder equity and no-controlling interes 31,25¢
Total liabilities and member’s / stockholders’ d@guand Non-controlling
interest $128,64( $

The accompanying notes are an integral part of these pro forma financial statements
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SPARK ENERGY, INC.
Unaudited Pro Forma Combined Statements of Operatios for the Three Months Ended March 31, 2014
(in thousands)

Spark
Energy, Inc. Pro Forma
Pro Forma Spark
Historical Adjustments Energy Inc.
Revenue:
Retail revenues (including retail reven—affiliates of $1,489 $106,55: $ — $106,55:
Net asset optimization revenues (including assttnigation revenues-affiliate:
of $2,500, and asset optimization revenues—afifiatosts of revenues
of $7,900) 1,624 — 1,62¢
Total revenue 108,17t — 108,17t
Operating expense
Retail cost of revenues (including retail cost@fanues-affiliates of less than
$0.1 million) 87,13: — 87,13
General and administrati 8,11: — 8,11:
Depreciation and amortizatic 2,95¢ — 2,95¢
Total operating expens: 98,20: — 98,20
Operating incom: 9,97 — 9,97:
Other (expense)/incorn
Interest expens (313 32(g)(h)(i) (2817)
Interest and other incon 70 — 7C
Total other (expenses)/incor (249 32 (211
Income before income tax exper 9,72¢ 32 9,761
Income tax expens 32 0]
Net income $ 9691 $ $
Less: Net income attributable to r-controlling interes — (K)
Net income attributable to stockhold: $ 9,69i $ $
Pro forma net income per common sh
Basic (I) $ $ $
Diluted (1)
Weighted average pro forma common shares outstgu
Basic (1)
Diluted (1)

The accompanying notes are an integral part of these pro forma financial statements
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SPARK ENERGY, INC.
Unaudited Pro Forma Combined Statements of Operatias for the year ended December 31, 2013
(in thousands)

Revenue:
Retail revenues (including retail reven—affiliates of $4,022
Net asset optimization revenues (including asstinigation revenues-
affiliates of $14,940 for 2013, and asset optimaratevenues—
affiliates costs of revenues of $15,9:
Total revenue
Operating expense
Retail cost of revenues (including retail costafanue-affiliates of $55)
General and administrati
Depreciation and amortizatic
Total operating expens
Operating incom:
Other (expense)/incorn
Interest expens
Interest and other incon
Total other (expenses)/incor
Income before income tax exper
Income tax expens
Net income
Less: Net income attributable to r-controlling interes
Net income attributable to stockhold:

Pro forma net income per common sh
Basic (l)
Diluted (1)
Weighted average pro forma common shares outstg
Basic (1)
Diluted (1)

Spark Energy,

Inc. Historical

$ 316,77t

314
317,09(

233,02¢
35,02(
16,21!

284,26
32,82¢

(1,712
352
(1,36
31,46¢
56

$ 31,41

$ 31,41

Pro Forma

Adjustments

$

581(i)(h)

581
581
0,

(k)

The accompanying notes are an integral part of these pro forma financial statements.
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NOTES TO THE UNAUDITED PRO FORMA FINANCIAL STATEMEN TS

(a) Represents the net pro forma adjustment to castcastu equivalents related to the sources and dggeaeeds of the Offering and
borrowings under our new credit facility and paymemder our existing credit facilit

Gross proceeds from Offerit $ see note
Underwriting discount, structuring fees and othgremses and costs of the Offer see note
Repayment of the $50,000 due to Spark Energy Vestunder the NuDevco Nc see note
Pro forma adjustment to Stockholders eq see note
Deferred financing costs pa see note
Borrowings under new credit facili see note
Repayment of borrowings under existing credit fac see note
$

(b) Reflects the elimination of Memk’s equity in connection with its reclassificationStockholder equity.
(c) Represents the net adjustment to Additional -in-capital from the offering proceeds and the repayroéthe NuDevco Note

Gross proceeds from the Offeri $
Underwriting discount, structuring fees and othgremses and costs of the Offer
Repayment of the $50,000 due to NuDevco under tiieeNco Note

Pro forma net adjustment to Additional p-in-capital $

(d) Reflects the Comparg/borrowing of $10 million under its new revolviogedit facility to be executed at the closing o tbffering, th
repayment of $10 million of borrowings under thésérg credit facility with proceeds from borrowisginder the new credit facility a
assumption pursuant to an interborrower agreemiettteoremaining $ million of borrowings standing under the existing cre
facility by one of the Company'’s affiliates, whodkso a cdhorrower under the agreement, and the write ofetzted deferred financil
costs upon the termination of our existing crealdilfty.

As of
March 31,

2014
(in thousands’

Assumption of borrowings by affilia
Other current ass«—deferred financing cost (existin
Other asse—deferred financing cost (existin

Pro forma net adjustment to N-controlling interest in Spark HoldC

&*A|H BB

(e) Reflects deferred financing cost paid in cotivecwith a new twoyear revolving credit facility to be executed updosing of th

Offering.
As of
March 31,
2014
(in thousands
Other current asse—deferred financing cost (ne\ $
Other asse—deferred financing cost (ne\ $
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(H Reflects adjustments to give effect to the Receivable Agreement (see “Certain Relationshipgh Related Party Transactiongax
Receivable Agreeme”) based on the following assumptio

(9)

(h)

an increase of $ in Deferred tax assetdHerestimated income tax effects of the increastax basis resulting from t
purchase by the Company of Spark HoldCo Units fdubDevco Retail Holdings prior to or in connectioitwthe offering, base
on an effective income tax rate of % (whichuiles a provision for U.S. federal, state and laoadme taxes)

the recognition of a $ Tax Receivable Agreat liability, representing 85% of the estimated cash savings, if any, in U
federal, state and local income tax or franchise tteat the Company actually realizes (or is deertedealize in certal
circumstances) in periods after the Offering assalt of (i) any tax basis increases resulting ftompurchase by the Compan
Spark HoldCo Units from NuDevco Retail Holdingsgprio or in connection with the Offering, (ii) thax basis increases result
from the exchange of Spark HoldCo units for shafeéSlass A common stock pursuant to the ExchangétRor resulting from &
exchange of Spark HoldCo Units for cash pursuatttieéacash option), and (iii) certain other tax B#seelated to entering into t
Tax Receivable Agreement, including tax benefitstattable to imputed interest deemed to be paithbyCompany as a result
and additional tax basis arising from, any paymémsCompany makes under the Tax Receivable Agneeimed

an increase to Stockholdeegjuity of $ , which is an amount equal te dlifference between the increase in Deferred sagt
and the recognition of Tax Receivable Agreemethilitf due to NuDevco

Reflects the purchase by the Company of a  coftrolling interest in Spark Hold(®

Impact to Additional pai-in-capital $
Impact to No-controlling interes $

Pro forma adjustment to Stockholc’ equity $

(1) Following the consummation of this offering, NuDewwill hold Spark HoldCo Units presenting a % econot
interest in Spark HoldCo, and we will hold Spark HoldCo Units, as well the managingmber interest, representin

% economic interest in Spark HoldCo. Wd wdintrol Spark HoldCo through our ownership of thanaging member inter:
and hence consolidate Spark Hold€d&ihancial position and results of operations. #a purposes of these pro forma finar
statements we have assumed the underwriters dexeotise their option to purchase ahaf Class A common stock fri
the Company

Reflects amortization of deferred financingtomger a twoyear period and unused commitment fees of apprdrimn8.5% related to ti
new revolving credit facility to be entered intotla¢ closing of the Offering

Three Months

Year Ended Ended March 31
December 31
2013 2014
(in thousands’ (in thousands)
Amortization of deferred financing cost (ne $ 25(C $ 63
Unused commitment fees (ne $ 17t $ 43

Reflects the adjustment to Interest expense, imufutetter of credit fees, on the existing creditifity and amortization of historic
deferred financing cost, assuming the settlemeiflirof the existing credit facility on January 2013, and estimated interest expt
associated with the new revolving credit facility he executed at the closing of the Offering bagedhe current interest rate
approximately 4.1%. The Company has assumed thecramlit facility was drawn in the amount of $10 lroit for the pro forma peric
presented. The Company has also assumed outstaletiews of credit of $15 million for the pro formmeriod presented at a rate
approximately 2%. Interest expense would increask=orease b
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0

(k)
()

approximately $71,000 and $18,000 if the interat and letter of credit fees increased or decdelag®5 basis points for the year en
December 31, 2013 and the three months ended N84rc2014, respectivel

Three Months

Year Ended Ended March 31
December 31
2013 2014
(in thousands’ (in thousands)
Interest expense and amortization of deferred Gimancost (existing $ (1,719 $ (319)
Estimated interest expense associated with thereesling credit facility $ 70€ $ 17t
Reflects an increase of $ and $ for the year ended December 31, 2013 and htreetmonths ended March 31, 2(

respectively in income tax expense resulting frbm impact of the conversion from a disregardedyefur federal and state income
purposes to a C corporation, including the tax iohjpé pro forma adjustmer

Reflects the net income attributable to the-oontrolling interest in Spark HoldCo of $ and $ for the year ended Decel
31, 2013 and the three months ended March 31, 288gectively

Reflects basic and diluted income per common stwaissuance of shares of common stock in the catpaeorganizatior
Year endec

Three months
ended March 31 December
31,
2014 2014

Pro Forma Earnings Per Share

Basic EPS
Numerator:
Basic net income attributable to stockholc $ $

Denominator:

Basic weighted average shares outstan

Basic EPS attributable to stockhold $ — $ —
Diluted EPS

Numerator:

Net income attributable to stockhold: $ $
Effect of conversiol

Diluted net income attributable to stockhold $ — $ —
Denominator:

Basic weighted average shares outstan
Effect of conversiol

Diluted weighted average shares outstan
Diluted EPS attributable to stockhold: $ — $ —
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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 balameets of Spark Energy, Inc. (the Company) as ofeber 31, 2013 and 2012, i
the related combined statements of operations amghiehensive income, member’s equity, and cashsfloweach of the years in the tweal
period ended December 31, 2013. These combineddizastatements are the responsibility of the Camyfs management. Our responsib
is to express an opinion on these combined findstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightBo(United States). Thc
standards require that we plan and perform thet daodibtain reasonable assurance about whethdimntecial statements are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the combined financial statememtfenmred to above present fairly, in all materiagdpects, the financial position of Sp
Energy, Inc. as of December 31, 2013 and 2012 tlemdesults of its operations and its cash flowsefich of the years in the twear perio
ended December 31, 2013, in conformity with U.Segally accepted accounting principles.

/sl KPMG LLP
Houston, Texas
April 25, 2014
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SPARK ENERGY, INC.
Combined Balance Sheets as of December 31, 2013 &0d2
(in thousands)

2013 2012
Assets
Current asset:
Cash and cash equivale $ 7,18¢ $ 6,55¢
Accounts receivable, net of allowance for doub#fttounts 62,67¢ 72,11¢
Accounts receivab-affiliates 6,79¢ 5,471
Inventory 4,32; 3,72¢
Fair value of derivative assets (including derivatasset- affiliates of $292 as of December 31, 20 8,071 1,84
Customer acquisition cos 4,77¢ 8,831
Prepaid asse 1,032 1,14¢
Other current asse 6,43( 4,54t
Total current asse 101,29: 104,24t
Property and equipment, r 4,817 9,42
Fair value of derivative asse 6 6
Customer acquisition cos 2,901 70¢
Other asset 58 20z
Accounts receivab-affiliate — 14,69:
Total Assets $109,07: $129,27¢
Liabilities and Member’s Equity
Current liabilities:
Accounts payabl $ 36,97: $ 44,19t
Accrued liabilities 6,83¢ 7,49:
Fair value of derivative liabilities (including deative liabilities—affiliates of $21 as of December 31, 20 1,83: 5,091
Note payable 27,50( 10,00(
Other current liabilitie: 51¢
Total current liabilities 73,14: 67,297
Long-term liabilities:
Fair value of derivative liabilitie 18 67¢
Total liabilities 73,16( 67,97¢
Member! equity:
Accumulated other comprehensive | — (2,536
Membe’s equity 35,91: 63,83¢
Total membe's equity 35,918 61,30:
Total Liabilities and Memb('s Equity $109,07: $129,27¢

The accompanying notes are an integral part of the combined financial statements.

F-11



Table of Contents

SPARK ENERGY, INC.
Combined Statements of Operations and Comprehensiiacome for the
years ended December 31, 2013 and 2012
(in thousands)

Revenues
Retail revenues (including retail reven—affiliates of $4,022 and $1,382 for 2013 and 2G&8pectively’
Net asset optimization revenues (including asseinggation revenues-affiliates of $14,940 and $8,8%
2013 and 2012, respectively, and asset optimizadeanues—affiliates costs of revenues of $15,92
and $568 for 2013 and 2012, respectivi
Total Revenue
Operating Expense
Retail cost of revenues (including retail costafanues-affiliates of $55 and $254 for 2013 and2201
respectively’
General and administrati
Depreciation and amortizatic
Total Operating Expensi
Operating incom:
Other (expense)/incom
Interest expens
Interest and other incon
Total other (expenses)/incor
Income before income tax exper
Income tax expens
Net income

Other comprehensive income (los
Deferred gain (loss) from cash flow hed;
Reclassification of deferred gain (loss) from cfistv hedges into net income (Note

Comprehensive incorr

The accompanying notes are an integral part of the combined financial statements.
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2013

$316,77¢

314
317,09(

233,02¢
35,02(
16,21¢
284,26.
32,82¢

(1,719
35¢

(1,367)
31,46¢
56

$ 31,41%

2,62(

(84
$ 33,94¢

2012

$380,19¢

(1,13¢)
379,06:

279,50¢
47,32
22,79¢
349,62.
29,44(

(3,369
62
(3,309
26,13¢
__ 46

(10,249
17,94
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SPARK ENERGY, INC.

Combined Statements of Member’s Equity for the
years ended December 31, 2013 and 2012

(in thousands)

Balance—December 31, 2011
Capital contributions from Memb:
Distributions to membe
Net income
Deferred loss from cash flow hedc
Reclassification of deferred gain from cash flow¢es into net incom

Balanc—December 31, 201
Capital contributions from Memb:
Distributions to membe
Net income
Deferred gain from cash flow hedc
Reclassification of deferred loss from cash flowldees into net incom

Balanc—December 31, 201

Accumulated

other

comprehensivi
Member’'s

equity income (loss)

$ 48,18( $ (10,23Y
10,06( —
(20,495 -
26,09: —

— (10,249

— 17,94

$ 63,83¢ $ (2,536
12,40( —
(71,73) —
31,410 —

— 2,62(

— (84)
$ 35,918 $ —

The accompanying notes are an integral part of the combined financial statements.
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10,06(
(20,499
26,09:
(10,247
17,94
$ 61,30:
12,40(
(71,73)
31,41
2,62(
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SPARK ENERGY, INC.
Combined Statements of Cash Flows for the
Years ended December 31, 2013 and 2012
(in thousands)

2013 2012
Cash flows from operating activities:
Net income $ 31,41 $ 26,09:
Adjustments to reconcile net income to net cash fles provided by operating activities:
Depreciation and amortization expel 16,21¢ 22,79
Amortization and write off of deferred financingsts 67¢ 91¢
Allowance for doubtful accounts and bad debt exe: 3,101 1,83t
(Gain) loss on derivatives, net (including (gaiwgd on derivatives, net—affiliates of $1,509 and&mor
2013 and 2012, respective (6,567) 21,48t
Current period cash settlements on derivatives (1,040 (26,80:)
Changes in assets and liabilities
(Increase) decrease in accounts receiv 6,33¢ 12,01¢
(Increase) decrease in accounts recei+—affiliates 13,36¢ (7,78%)
(Increase) decrease in inventt (599 3,44:
(Increase) decrease in customer acquisition (8,257%) (6,327)
(Increase) decrease in prepaid and other curreets (1,917 8,50¢
(Increase) decrease in other as 144 34E
Increase (decrease) in accounts pay (7,224 (13,737
Increase (decrease) in accrued liabili (655) 2,33¢
Increase (decrease) in accounts pay—affiliates — (1,295
Increase (decrease) in other liabilit (51¢) 237
Net cash provided by operating activities 44,48( 44,07¢
Cash flows from investing activities:
Purchases of property and equipr (1,487 (2,220
Sale of property, plant and equipm—affiliates — 577
Net cash used in investing activities (1,487 (1,649
Cash flows from financing activities:
Borrowings on notes payak 80,00( 39,50(
Payments on notes payal (62,500 (68,529
Deferred financing cos (532) (447
Member contributions (distributions), r (59,33) (10,439
Net cash used in financing activities (42,369 (39,909
Increases in cash and cash equivalen 63C 2,52¢
Cash and cash equivalen—beginning of period 6,55¢ 4,03(
Cash and cash equivalen—end of period $ 7,18¢ $ 6,55¢
Cash paid during the period fc
Interest $ 8¢ $ 2,68¢
Income taxe: $ 19t $ 31t

The accompanying notes are an integral part of the combined financial statements.
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SPARK ENERGY, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS

1. Formation and Organization

The accompanying combined financial statementspafiSEnergy, Inc. (the “Companyfave been prepared in connection with the i
public offering (the “Offering”) of shares of itsl&s A common stock, par value $0.01 per share“@less A common stock”)The Compan
is a Delaware corporation formed on April 22, 2@4Spark Energy Ventures, LLC (“Spark Energy Veesllyfor the purpose of succeed
to Spark Energy Ventures’ ownership in Spark EngtdyC (“SE”) and Spark Energy Gas, LLC (“SEG”) whiare Spark Energy Ventures’
operating subsidiaries for its retail natural gasl asset optimization and retail electricity busses. Prior to the Offering, Spark Ene
Ventures will contribute SE and SEG to NuDevco Rétaldings, LLC (“NuDevco”),a single member Texas limited liability companynfec
by Spark Energy Ventures on May 19, 2014 undeiT#aeas Business Organizations Code. NuDevco wasefbioy Spark Energy Ventures
hold the investment in Spark HoldCo and the ComgahBOC"). Spark Energy Ventures is a single member limitadility company forme
on October 8, 2007 under the TBOC. NuDevco is wholined by Spark Energy Ventures. Spark Energy Vestis wholly owned t
NuDevco Partners Holdings, LL(‘NuDevco Holdings”),which is wholly owned by NuDevco Partners, LLC, atiis wholly owned by V
Keith Maxwell 1ll. This Offering will be implementkthrough a series of exchanges and transfergarfests in entities all under the comr
control of W. Keith Maxwell 111.

The contribution of the interest in SE and SEGhe €ompany is not considered a business combinatoounted for under the purch
method, as it will be a transfer of assets andaimrs under common control and, accordingly, badarwill be transferred at their histori
cost. The Company’s combined financial statememiewrepared using SE’s and SE@istorical basis in the assets and liabilities] mclude
all revenues, costs, assets and liabilities atteithtio the retail natural gas and asset optimiaadind retail electricity businesses of SE and
for the periods presented.

SEG is a retail natural gas provider and assetmpdiion business competitively serving residenttammercial and industrial customer
multiple states. SEG is independent from utilitgl quipeline affiliates. SEG was formed on January2001 under the Texas Revised Lim
Partnership Act (as recodified by the TBOC) and we@sverted to a Texas limited liability companyMay 21, 2014.

SE is a licensed retail electric provider in mu#igtates. SE provides retail electricity servimeenduse retail customers, ranging fr
residential and small commercial customers to lamg@mercial and industrial users. SE was formed-ebruary 5, 2002 under the Te
Revised Limited Partnership Act (as recodified ly TBOC) and was converted to a Texas limitedlitgtitompany on May 21, 2014.

2. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying combined financial statements len prepared in accordance with accounting mlieeigenerally accepted in
United States of America (“GAAP”) and pursuant te trules and regulations of the Securities and &xgh Commission (“SEC™AI
significant intercompany transactions and balahee® been eliminated in the combined financiakstaints.

The accompanying combined financial statements bae& prepared in accordance with Regulation S+K¢la 3, General Instructions ¢
to Financial Statementand Staff Accounting Bulletin (“SAB”) Topic 1-BAllocations of Expenses and Related DisclosureFimancial
Statements of Subsidiaries, Divisions or Lesseir@gss Components of Another Entity a stand-alone basis and are derived frons @At
SEG's historical basis in the assets and liabilities] anclude all revenues, costs, assets and ligsildttributable to the retail natural gas
asset optimization and retail electricity busineseé SE and SEG for the periods presented thasjpeeifically identifiable or have be
allocated to the Company. Management has madedrcagaumptions and estimates in order to allocatasonable share of expenses t
Company, such that the Compasigombined financial statements reflect substdntal of its costs of doing business. The Compaisc
enters into transactions with and pays certainscmstbehalf of affiliates under common control ider to reduce risk, create strategic allia
and supply goods and services to these relatetepafthe Company direct bills certain expensesriecuon behalf of affiliates or alloca
certain overhead expenses to affiliates associated
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with general and administrative services basedemmices provided, departmental usage, or headceuhith are considered reasonable
management. The allocations and related estimai@sissumptions are described more fully in Not& @&risactions with Affiliates"Thest
costs are not necessarily indicative of the coat the Company would have incurred had it operat@n independent staatbne entity
Affiliates have also relied upon Spark Energy Veesuas a participant in the credit facility for fheriods presented as described more fu
Note 4“Long-Term Debt”. As such, the Company’s combinethiicial statements do not fully reflect what then@hanys financial positior
results of operations and cash flows would havenbesl the Company operated as an independent akane-company during the peric
presented. As a result, historical financial infation is not necessarily indicative of what the @amy’s results of operations, financ
position and cash flows will be in the future.

Cash and Cash Equivalents

Cash and cash equivalents consist of all unresttidemand deposits and funds invested in highlydiqnstruments with original maturiti
of three months or less. The Company periodicadlseases the financial condition of the institutiomere these funds are held and beli
that its credit risk is minimal with respect to skednstitutions.

Accounts Receivable

Trade accounts receivable are recorded at theaadaamount and do not bear interest. Accountsvabks in the combined balance sh
are net of allowance for doubtful accounts of $hilion and $0.6 million as of December 31, 2018 2012, respectively.

The Company accrues an allowance for doubtful attsobased upon estimated uncollectible accountsiviaale considering historic
collections, accounts receivable aging analysisgitrisk and other factors. The Company writesauffounts receivable balances agains
allowance for doubtful accounts when the accoueteivable is deemed to be uncollectible. Allowafaredoubtful accounts and bad d
expense of $3.1 million and $1.8 million was reeatdn general and administrative expense in thebooed statements of operations for
years ended December 31, 2013 and 2012, respgc

The Company conducts business in many utility servharkets where the local regulated utility ispoessible for billing the custom:
collecting payment from the customer and remitpagment to the Company (“POR programdfis POR service results in substantially a
the Company’s credit risk being linked to the apatile utility, which generally has an investmerdetg rating, and not to the ende custome
The Company monitors the financial condition ofleatility and currently believes that its suscetiitipto an individually significant writesff
as a result of concentrations of customer accowgtisivable with those utilities is remote. Tradeamts receivable that are part of a |
regulated utilitys POR program are recorded on a gross basis inaisceeceivable in the combined balance sheetsdidmeunt paid to tt
local regulated utilities is recorded in generad administrative expense in the combined statenwdriperations.

In markets that do not offer POR services or whe €ompany chooses to directly bill its customeestain receivables are billed ¢
collected by the Company. The Company bears thditaiek on these accounts and records an apptepaifowance for doubtful accounts
reflect any losses due to non-payment by custonfdrs.Companys customers are individually insignificant and geqdically dispersed
these markets. The Company writes off customemioalwhen it believes that amounts are no londézatible and when it has exhaustec
means to collect these receivables.

I nventory

Inventory consists of natural gas used to fulfildlananage seasonality for fixed and varigliee retail customer load requirements ar
valued at the lower of weighted average cost orketaiPurchased natural gas costs are recogniztiteinombined statements of operati
within retail cost of revenues, when the naturad gasold and delivered out of the storage facilithere were no inventory impairme
recorded for the years ended December 31, 2013284d. When natural gas is sold costs are recogriizédle combined statements
operations, within retail cost of revenues, atwleighted average cost value at the time of the sale
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Customer Acquisition Costs

The Company has retail natural gas and electratistomer acquisition costs, net of $4.8 million &8d8 million recorded in current ass
and $2.9 million and $0.7 million recorded in norreat assets representing direct response adwerteists as of December 31, 2013
2012, respectively. Amortization of customer acijiois cost, recorded in depreciation and amorttoratin the combined statements
operations, was $10.1 million and $16.4 million the years ended December 31, 2013 and 2012, tesbecCapitalized direct respor
advertising costs consist primarily of hourly anohumission based telemarketing costs, doadegor agent commissions and other di
advertising costs associated with proven custoreaeigtion, and are capitalized and amortized dwerestimated twgear average life of
customer in accordance with the provisions of timakcial Accounting Standards Board (“FASB”) Accting Standards Codification (“AS¢”
Topic 340-20Capitalized Advertising Costs

Recoverability of customer acquisition costs isleated based on a comparison of the carrying amolutite customer acquisition costt
the future net cash flows expected to be genetayetie customers acquired, considering specifiaraptions for customer attrition, per
gross profit, and operating costs. These assungtom based on forecasts and historical experififege were no impairments of custo
acquisition costs for the years ended Decembe2@®3 and 2012.

Deferred Financing Costs

Costs incurred in connection with the issuanceoofjiterm debt are capitalized and amortized torésteexpense using the straidihe
method over the life of the related long-term diie to the variable nature of the Company’s lomgitdebt.

Property and Equipment

The Company records property and equipment at idstocost. Depreciation expense is recorded orraightline method based
estimated useful lives. When assets are placedserdce, management makes estimates with respesteful lives and salvage values of
assets.

When items of property and equipment are sold lnemwtise disposed of, any gain or loss is recordeckotly in the combined statement:
operations.

The Company capitalizes costs associated withriatarse software projects in accordance with FASBCATopic 350-40|nternal-Use
Software. Capitalized costs are the costs incurred dutiegapplication development stage of the inteusa-software project such as softv
configuration, coding, installation of hardware andting. Costs incurred during the preliminarypost-implementation stage of the internal
use software project are expensed in the periodried. These types of costs include formulationidefas and alternatives, training .
application maintenance. After internsde software projects are completed, the assoctafgithlized costs are depreciated over the estn
useful life of the related asset. Interest costsiired while developing internalke software projects are capitalized in accordavitte FASE
ASC Topic 835-20Capitalization of Interest Capitalized interest costs for the years endetkBéer 31, 2013 and 2012 were not material.

Segment Reporting

The FASB ASC Topic 2805egment Reportingestablished standards for entities to reportrinfdion about the operating segments
geographic areas in which they operate. The Comppayates two segments, retail natural gas anil edatricity, and all of its operations i
located in the United States.

Revenues and Cost of Revenues

The Companys revenues are derived primarily from the sale atfiral gas and electricity to retail customers. Thepany also recor
revenue from sales of natural gas and electrioitiholesale counterparties, including affiliatesvBnues are recognized by the Company |
the following criteria: (1) persuasive evidenceawnf exchange arrangement exists, (2) delivery hasrmmd or services have been rende
(3) the buyers price is fixed or determinable and (4) collectisreasonably assured. Utilizing these crite®enue is recognized when
natural gas or electricity is delivered. Similartpst of revenues is recognized when the commdslitlivered.
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Revenues for natural gas and electricity salegemegnized upon delivery under the accrual methadural gas and electricity sales -
have been delivered but not billed by period erelemtimated. Accrued unbilled revenues are basezbtimates of customer usage since
date of the last meter read provided by the utitglume estimates are based on forecasted volamesstimated customer usage by c
Unbilled revenues are calculated by multiplyingseh@olume estimates by the applicable rate by meste@lass. Estimated amounts are adjt
when actual usage is known and billed.

The Company records gross receipts taxes on a gasss in retail revenues and retail cost of reesnDuring the years ended Decembe
2013 and 2012, the Companytetail revenues and retail cost of revenues derugross receipts taxes of $3.5 million and $5itliom,
respectively.

Costs for natural gas and electricity sales aregeized as the commodity is delivered to the custommder the accrual method. Natural
and electricity costs that have not been billeth®o Company by suppliers but have been incurregddnipd end are estimated. The Comg
estimates volumes for natural gas and electricijvdred based on the forecasted revenue volumsémated transportation cost volumes
estimation of other costs associated with retadldlavhich varies by commodity utility territory. Tée costs include items like ISO fe
ancillary services and renewable energy creditSmased amounts are adjusted when actual usagwisrkand billed.

The Companys asset optimization activities, which primarilyclinde natural gas physical arbitrage and othertstesm storage at
transportation opportunities, meet the definitidrirading activities and are recorded on a netsmsthe combined statements of operatiol
net asset optimization revenues pursuant to FASE &%5, Derivatives and Hedging. The net asset apdition revenues of the Comps
recorded asset optimization revenues, primarilgtesl to physical sales or purchases of commodie$192.4 million and $248.6 million f
the years ended December 31, 2013 and 2012, resggcand recorded asset optimization costs oemneres of $192.1 million and $24
million for the years ended December 31, 2013 d&iP2respectively, which are presented on a né$ baasset optimization revenues.

Natural Gas | mbalances

The combined balance sheets include natural gaalambe receivables and payables, wigidmarily results when customers consume t
or less gas than has been delivered by the Comipalogal distribution companies (“LDCs"The settlement of natural gas imbalances v
by LDC, but typically the natural gas imbalances aettled in cash or in kind on a monthly, quaytesemiannual or annual basis. 1
imbalances are valued at an estimated net readiaaille. The Company recorded an imbalance redeia$0.7 million and $0.6 millic
recorded in other current assets on the combinkahta sheets as of December 31, 2013 and 2012 ctesgy.

Fair Value

FASB ASC 820, Fair Value Measurement, establishethgle authoritative definition of fair value, smit a framework for measuring f
value, and requires disclosures about fair valuasmements. The standard clarifies that fair v exit price, representing the amount
would be received to sell an asset or paid to fearssliability in an orderly transaction betweennket participants. The standard utilizes a
value hierarchy that prioritizes the inputs to tiaduation techniques used to measure fair valuiethree broad levels based on quoted pric
active market, observable market prices, and umeabke market prices.

When the Company is required to measure fair valond,there is not a quoted or observable markee for a similar asset or liability, t
Company utilizes the cost, income, or market vadumaapproach depending on the quality of informatiwvailable to support management’
assumptions.

Derivative | nstruments

The Company uses derivative instruments such asefsit swaps, forwards and options to manage thencality price risks of its busine
operations.

All derivatives, other than those for which an ett@n applies, are recorded in the combined balaieeets at fair value. Derivat
instruments representing unrealized gains are regars derivative assets while derivative instrusi@rpresenting unrealized losses
reported as derivative liabilities. The Company has
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elected to offset amounts in the combined balaheets for derivative instruments executed withshme counterparty under a master ne
arrangement. One of the exceptions to fair valw®aating, normal purchases and normal sales, hes dlected by the Company for cer
derivative instruments when the contract satisfer$ain criteria, including a requirement that gbgkdelivery of the underlying commodity
probable and is expected to be used in normal eoofdbusiness. Retail revenues and retail coseweénues resulting from deliveries
commodities under normal purchase contracts anthasales contracts are included in earnings diirthee of contract settlement.

To manage commodity price risk, the Company holeidain derivative instruments that are not held tfading purposes and are
designated as hedges for accounting purposes. Howevthe extent the Company does not hold offgetiositions for such derivatives, tt
believe these instruments represent economic hdtgemitigate their exposure to fluctuations imeoodity prices. As part of the Compaay’
strategy to optimize its assets and manage retaipunodity risks, it also manages a portfolio of condity derivative instruments held
trading purposes. The Company uses establishecigmind procedures to manage the risks assodiéttegrice fluctuations in these ene
commodities and uses derivative instruments toaedisk by generally creating offsetting marketiposs.

Changes in the fair value of and amounts realizaohusettlement of derivative instruments not heldtfading purposes are recogni
currently in earnings in retail revenues or retaits of revenues, respectively.

Changes in the fair value of and amounts realizezhisettlement of derivative instruments held fading purposes are recognized curre
in earnings in net asset optimization revenues.

The Company has historically designated a portiaitsalerivative instruments as cash flow hedgesafounting purposes. For all hed¢
transactions, the Company formally documents thdgimg transaction and its risk management objeciind strategy for undertaking
hedge, the hedging instrument, the nature of #iebeing hedged, how the hedging instrunseaffectiveness in offsetting the hedged risk
be assessed prospectively and retrospectively aatescription of the method used to measure inéfeswess. The Company also form
assesses, both at the inception of the hedgingaction and on an ongoing basis, whether the demgthat are used in hedging transact
are highly effective in offsetting changes in célsiwvs of hedged transactions. For derivative instents that are designated and qualify as
of a cash flow hedging transaction, the effectioetipn of the gain or loss on the derivative isaepd as a component of other comprehel
income (OCI) and reclassified into earnings inghene period or periods during when the hedgeddcdios affects earnings. Gains and lo
on the derivative representing either hedge inéffesess or hedge components excluded from thessment of effectiveness are recognize
current earnings. Hedge accounting is discontimredpectively for derivatives that cease to be Iigififective hedges or if the occurrenct
the forecasted transaction is no longer probable.

Effective July 1, 2013, the Company elected to @isinue hedge accounting prospectively and begaredord the changes in fair va
recognized in the combined statement of operafiotise period of change. Because the underlyingstetions were still probable of occurri
the related accumulated OCI was frozen and recedriiz earnings as the underlying hedged item whwgeded. As of December 31, 2013,
Company has no gains or losses on derivativeswhet designated as qualifying cash flow hedgingsaations recorded as a componel
accumulated OCI, as all previously deferred gaims lasses on qualifying hedge transactions werkassiied into earnings during the y
ended December 31, 2013 when the associated h&dgesdctions were recorded into earnings.

Income Taxes

SE and SEG are not taxable entities for U.S. fédecame tax purposes or for the majority of statest impose an income tax. Theref
income taxes are not levied at the entity levet,rather on the individual owners of SE and SEGcdkdingly, the accompanying combit
financial statements do not include a provisionfémteral income taxes. The Company is subjectdéoRbvised Texas Franchise TaXd€xa:
Margin Tax"). The Texas Margin Tax is computed on modified grassgin and is recorded in income tax expense irctimebined statemer
of operations. The Company does not do businessmiynother state where a similar tax is applied.oA®ecember 31, 2013 and 2012,
Company had no liability reported for unrecognitaxi benefits.
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Net Income per Unit

The Company has omitted earnings per share be¢hes€ompany has operated under a sole member esjuiigture for the perio
presented.

Commitments and Contingencies

The Company enters into various firm purchase ahel @@mmitments for natural gas, storage, tranaport, and electricity that do not m
the definition of a derivative instrument or for iafh the Company has elected the normal purchaseranal sales exception. Management
not anticipate that such commitments will resulaity significant gains or losses based on curremket conditions.

Liabilities for loss contingencies arising from iofs, assessments, litigation, fines, penalties a@thér sources are recorded when
probable that a liability has been incurred and #meount can be reasonably estimated. Legal costgrred in connection with lo
contingencies are expensed as incurred.

Transactions with Affiliates

The Company enters into transactions with and gcartain costs on behalf of affiliates that anmewnly controlled by NuDevco Holdin
in order to reduce administrative expense, creatv@@mies of scale and supply goods and servicHsege related parties. These transac
include, but are not limited to, certain servicesttie affiliated companies associated with the Camyjs debt facility, employee bene
provided through the Compamsybenefit plans, insurance plans, leased officeespand administrative salaries for accounting, kagal, o
technology services. As such, the accompanying cmdlfinancial statements include costs that haenbncurred by the Company and |
directly billed or allocated to affiliates and aezorded net in general and administrative expense combined statements of operations
a corresponding accounts receivabbfitiates recorded in the combined balance shefdslitionally, the Company enters into transact
with certain affiliates for sales or purchases afunal gas and electricity, which are recordedetail revenues, retail cost of revenues, an
asset optimization revenues in the combined statesma# operations with a corresponding accountsivable—affiliate or accounts payable
affiliate in the combined balance sheets. Pleasgé Mote 8 “Transactions with Affiliates” for furthdiscussion.

Use of Estimates and Assumptions

The preparation of the Compasytombined financial statements requires estimabglsassumptions that affect the reported amoul
assets and liabilities and disclosure of contingasets and liabilities at the date of the combfirehcial statements and the reported amc
of revenues and expenses during the reporting ghefiotual results could materially differ from tlsstimates. Significant items subjec
such estimates by the Compasmymnanagement include provisions for uncollectil#eeivables, valuation of customer acquisition ¢
estimated useful lives of property and equipmealijation of derivatives, and reserves for contirign

Subsegquent Events

The Company evaluated subsequent events, if aay,wbuld require adjustment to or disclosure in @@mpanys combined financi
statements and notes to the combined financiabrsts through the date the combined financiakstants are issued. See Note
“Subsequent Events” for further discussion.

Recent Accounting Pronouncements

In February 2013 the FASB issued Accounting Stagelaipdate (“ASU”) No. 2013-04,iabilities (Topic 405): Obligations Resulting fri
Joint and Several Liability Arrangements for Whitie Total Amount of the Obligation is Fixed at fReporting Date(*ASU 2013-04),
regarding accounting for obligations resulting frgpint and several liability arrangements. ASU 2@Wis effective for interim and anni
periods beginning January 1, 2014. Early adopt®mpermitted with retrospective application. The @amy adopted this standard u
issuance and has applied the requirements to it8 a6d 2012 combined financial statements. Plezae Note 4 “Long-Term Debtb the
combined financial statements for further discussio

In December 2011, the FASB issued ASU No. 2011Bi4¢losures about Offsetting Assets and Liabiliff#&sSU 2011-11"). ASU 20111
retains the existing offsetting requirements antheces the disclosure
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requirements to allow investors to better comparanicial statements prepared under GAAP with thpyspared under International Finan
Reporting Standards (“IFRS”). On January 31, 20@t8,FASB issued ASU No. 2013-0Clarifying the Scope of Disclosures about Offsg
Assets and Liabilitie(*ASU 2013-01"). ASU 20131 limits the scope of the new balance sheet diffigetlisclosures to derivatives, repurct
agreements and securities lending transaction1 §ahdards are effective for interim and annudbgs beginning January 1, 2013 and sh
be applied retrospectively. The Company adoptezidtiindard upon issuance and has applied the eewgrits to its 2013 and 2012 combi
financial statements. Please read Note 6 “Accogrftn Derivative Instruments” to the combined fica statements for further discussion.

In February 2013, the FASB issued Accounting Stedsl&/pdate ASU No. 2013-OReporting Amounts Reclassified Out of Accumu
Comprehensive InconftASU 2013-02"),related to the reporting of amounts reclassifiedafccumulated other comprehensive income.
guidance requires an entity to provide informatimimout the amounts reclassified out of accumulatérocomprehensive income
component. In addition, an entity is required tegent, either on the face of the financial statémenin the related notes, significant amo
reclassified out of accumulated other comprehenisiveme by the respective line items of net incoing, only if the amount reclassifiec
required to be reclassified in its entirety in #@ne reporting period. For amounts that are natired to be reclassified in their entirety to
income, an entity is required to cragderence to other disclosures that provide aduilidetails about those amounts. The guidancdestafe
for annual reporting periods, and interim periodthin those years, beginning after December 15220he Company adopted this stant
upon issuance and has applied the requirements 2013 and 2012 combined financial statements.

3. Property and Equipment
Property and equipment consist of the followinggbBecember 31, (in thousands):

Estimated usefu

lives (years) 2013 2012
Information technology 2-5 $ 22,52¢ $ 21,04¢
Leasehold improvemen 2-5 4,56¢ 4,56¢
Furniture and Fixture 2-5 99¢ 99¢
Total 28,09t 26,61«
Accumulated depreciatic (23,279 (17,190
Property and equipme—net $ 4,81 $ 9,42/

Information technology assets include software eodsultant time used in the application, developnaam implementation of vario
systems including customer billing and resource agament systems. As of December 31, 2013 and 20fb2mation technology includ
$1.3 million and $0.1 million of costs associateithvassets not yet placed into service.

Depreciation expense recorded in the combinedrstates of operations was $6.1 million and $6.4 wnillfor the years ended Decembel
2013 and 2012, respectively.

4. Long-Term Debt

In October 2007, Spark Energy Ventures and altsofuibsidiaries (collectively, the “Borrowerséntered into a credit agreement, consit
of a working capital facility, a term loan and aokving credit facility (the “Credit Agreement”),ith SE and SEG as dwerrowers under whic
they were jointly and severally liable for amousrrowers borrowed under the Credit Agreement. Thedit Agreement was secured
substantially all of the assets of Spark EnergytMess and its subsidiaries.

The Credit Agreement was amended on May 30, 20@8awide for a $177.5 million working capital fatl, a $100.0 million term loan, a
a $35.0 million revolving credit facility. On Jamye24, 2011, the Borrowers amended and restate@tbdit Agreement (theFifth Amende:
Credit Agreement”Yo decrease the working capital facility to $15Milion, to increase the term loan to $130.0 milliand to eliminate tt
revolving credit facility.
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On December 17, 2012, the Borrowers amended artatedshe Fifth Amended Credit Agreement to de@e¢hs working capital facility -
$70.0 million, to decrease the term loan to $126il0on and to reinstate the revolving credit fégilin the amount of $30.0 million (theSixth
Amended Credit Agreement”). The Sixth Amended QrAdreement was scheduled to mature on Decembe&Qll 4.

On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was formerly wholl
owned by Spark Energy Ventures, the Sixth Amendesti€ Agreement was amended and restated to ireibasworking capital facility -
$80.0 million and eliminated the term loan and tewg credit facility (the “Seventh Amended Credigreement”)and to remove Marlin as
party to the Credit Agreement. The Seventh Amendestit Agreement matures on July 31, 2015. The i€/&greement continues to
secured by the assets of Spark Energy Venturegsasdbsidiaries.

Although SE and SEG, as wholly owned subsidiarfeSgark Energy Ventures, were jointly and severhfible for Marlin's borrowing
under the Credit Agreement prior to the Marliniaippublic offering, SE and SEG did not historigatlave access to or use the term loar
the revolving credit facility utilized by Marlin.ESand SEG were the primary recipients of the prdsdéem the working capital facility.

The Company adopted ASU 2003, which prescribes the accounting for joint aedesal liability arrangements. The Company hastet
to early adopt ASU 20184 and has applied the accounting guidance retttisply to its 2013 and 2012 combined financiakestaents ¢
required by the standard. This guidance requiresrdity to measure its obligation resulting froninjoand several liability arrangements
which the total amount under the arrangement isdfiat the reporting date, as the sum of the amtbenteporting entity agreed to pay on
basis of its arrangement among its co-obligorsamdadditional amount the reporting entity expéstpay on behalf of its cobligors. Base
on the Sixth Amended Credit Agreement prior to Merlin initial public offering and understanding ang the Borrowers, the term loan .
the revolving credit facility were assigned spexifiy to Marlin. The Company has recognized thecpeals from the working capital facility
its combined balance sheets, which representechti@unts the Company with the other Borrowers agteegay, and the amounts
Company 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 mill
on December 17, 2012 under the Sixth Amended Chsglitement. On July 31, 2013 and in conjunctiorhwiite Seventh Amended Cre
Agreement the working capital facility was incredise $80.0 million and is scheduled to mature dg 3a, 2015.

The working capital facility is available for usg Bpark Energy Ventures and its affiliates to ficathe working capital requirements rel:
to the purchase and sale of natural gas, elegtrimitd other commodity products not related tor#tail natural gas and asset optimization
retail electricity businesses of the Company. Then@anys combined financial statements include the tosabunts outstanding under
working capital facility of $27.5 million and $10million as of December 31, 2013 and 2012, respelsti and are classified as current in
combined balances sheets as the working capitditfais drawn on and repaid on a monthly basidund working capital needs. The tc
amounts outstanding under the facility as of Decem34, 2013 and 2012 include amounts used to fgodyedistributions to the sole mem!
of the Company to fund unrelated operations of fiiade under the common control of the sole membeéhich was a cdorrower under tt
facility.

Further, through the issuance of letters of cretiit, Company is able to secure payment to suppldwosobligation is recorded for st
outstanding letters of credit unless they are drapon by the suppliers and in the event a supdliaws on a letter of credit, repayment is
by the earlier of demand by the bank or at theraxipn of the Credit Agreement. As of December&113 and 2012, the Company did
have any amounts outstanding related to outstardtiagn letters of credit. Letters of credit isswadl outstanding as of December 31, ¢
and 2012 were $10.0 million and $26.2 million, estjvely.

Under the working capital facility, the Company pay fee with respect to each letter of credit idsared outstanding. For the years er
December 31, 2013 and 2012, the Company incuresida letters of credit
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issued and outstanding totaling $0.5 million ands$illion, respectively, which is recorded in irgst expense in the combined statemer
operations.

Under the Fifth Amended Credit Agreement, the Comgpmay elect to have loans under the credit fgcliéar interest either (i) al
Eurodollar-based rate plus a margin ranging fro60% to 3.25% depending on the Compangdnsolidated funded indebtedness ratio th
effect, or (ii) at a base rate loan plus a margimging from 1.50% to 2.25% depending on the Comgaognsolidated funded indebtedr
ratio then in effect. The Company also pays a ribration fee equal to 0.50% per annum.

Under the Sixth Amended Credit Agreement, the Cawipaay elect to have loans under the credit fgchiear interest either (i) a
Eurodollar-based rate plus a margin ranging fro8®% to 3.75% depending on the Compangodnsolidated funded indebtedness ratio th
effect, or (ii) at a base rate loan plus a margimging from 2.00% to 2.75% depending on the Commaognsolidated funded indebtedr
ratio then in effect. The Company also pays a ribration fee equal to 0.50% per annum.

Under the Seventh Amended Credit Agreement, thegaommay elect to have loans under the workingtabfacility bear interest (i) at
Eurodollar-based rate plus a margin ranging frod®% to 3.25%, depending on the Spark Energy Vestaggregate amount outstanding t
in effect, (ii) at a base rate loan plus a marginging from 2.00% to 2.25%, depending on Spark d@néfentures’aggregate amou
outstanding then in effect or (iii) a cost of fundge loan plus a margin ranging from 2.50% to %o78epending on Spark Energy Ventures
aggregate amount outstanding then in effect. Eawlking capital loan made as a result of a drawindewn a letter of credit bears interest or
outstanding principal amount thereof from the dateled at a floating rate per annum equal to tls ebfunds rate plus the applicable ma
until such loan has been outstanding for more thanbusiness days and, thereafter, bears intereteooutstanding principal amount the
at a floating rate per annum equal to the baseptatethe applicable margin, plus two percent 2@oannum. The Company incurred inte
expense of $0.3 million and $1.3 million for theay@ended December 31, 2013 and 2012, respectivkigh is recorded in interest expens
the combined statements of operations.

The Company also pays a commitment fee equal @0 aer annum. The Company incurred commitmentti@asing $0.2 million and $0
million for the years ended December 31, 2013 abit2 respectively, which is recorded in interegpezse in the combined statement
operations.

Deferred Financing Costs

Deferred financing costs were $0.5 million and $@iBion as of December 31, 2013 and 2012, respelsti Of these amounts, $0.4 milli
and $0.4 million are recorded in other current &ssethe combined balance sheets as of Decemb&03B and 2012, respectively, and ¢
million and $0.2 million are recorded in other dssa the combined balance sheets as of Decemh&03B and 2012, respectively, base
the term of the working capital facility.

Amortization of deferred financing costs was $0.diom and $0.7 million for the years ended Decemb®, 2013 and 2012, respectiv:
which is recorded in interest expense in the costbstatements of operations.

In conjunction with executing the Sixth Amended @régreement in 2012, the Company paid $0.4 millaf financing costs, all of whi
were capitalized, and the Company wrote off $0.Bioni of existing unamortized deferred financingstorelated to the Fifth Amended Cr
Agreement, which is recorded in interest expenshércombined statements of operations for the geded December 31, 2013.

In conjunction with executing the Seventh Amendedd@ Agreement in 2013, the Company paid $0.5iamllof financing costs, all
which were capitalized. Simultaneously, the Compemgte off $0.1 million of existing unamortized éefed financing costs related to
Sixth Amended Credit Agreement, which is recordadiriterest expense in the combined statements efatipns for the year enc
December 31, 2013.
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5. Fair Value Measurements

Fair value is defined as the price that would heeireed to sell an asset or paid to transfer alitghiexit price) in an orderly transacti
between market participants at the measurement Batevalues are based on assumptions that mpak#tipants would use when pricing
asset or liability, including assumptions abouk @sd the risks inherent in valuation techniques #ire inputs to valuations. This includes
only the credit standing of counterparties involvadd the impact of credit enhancements but alsoirtigact of the Compang’ owr
nonperformance risk on its liabilities.

The Company applies fair value measurements toomsmodity derivative instruments based on the Yalhg fair value hierarchy, whi
prioritizes the inputs to valuation techniques utetheasure fair value into three broad levels:

e Level 1—Quoted prices in active markets for ideadtssets and liabilities. Instruments categorimdcevel 1 primarily consist of
financial instruments such as exche-traded derivative instrumen

e Level 2—Inputs other than quoted prices recordddceivel 1 that are either directly or indirectly ebgble for the asset or liability,
including quoted prices for similar assets or litibs in active markets, quoted prices for idealtior similar assets or liabilities in
inactive markets, inputs other than quoted pribas are observable for the asset or liability, enpdits that are derived from observable
market data by correlation or other means. Instnimeategorized in Level 2 primarily include noreleange traded derivatives such as
ovel-the-counter commodity forwards and swaps and opti

« Level 3—Unobservable inputs for the asset or lighiincluding situations where there is little aifiy, observable market activity for the
asset or liability

As the fair value hierarchy gives the highest piyaio quoted prices in active markets (Level 1) dlne lowest priority to unobservable ¢
(Level 3), the Company maximizes the use of obd#evaputs and minimizes the use of unobservalpatsywhen measuring fair value.
some cases, the inputs used to measure fair vafyie fall in different levels of the fair value machy. In these cases, the lowest level i
that is significant to a fair value measuremeritdrentirety determines the applicable level infdie value hierarchy.

Non-Derivative Financial | nstruments

The carrying amount of cash and cash equivalertsoumts receivable, accounts receivadffdiates, accounts payable, and acci
liabilities recorded in the combined balance shaetgroximate fair value due to the shiatm nature of these items. The carrying amou
long-term debt recorded in the combined balancetshapproximates fair value because of the variatenature of the Company’s loter
debt.

Derivative | nstruments

The following table presents assets and liabiliiesasured and recorded at fair value in the Conmipaogmbined balance sheets ¢
recurring basis by and their level within the featue hierarchy as of (in thousands):

Level 1 Level 2 Level 2 Total

December 31, 201.

Non-trading commodity derivative asst $— $ 4,672 $— $ 4,67
Trading commodity derivative asst — 3,40¢ — 3,40¢
Total commodity derivative asse $— $ 8,07i $— $ 8,07
Non-trading commodity derivative liabilitie $(56%) $ (859 $— $(1,417)
Trading commodity derivative liabilitie 147 (581) — (439
Total commodity derivative liabilitie $(41€)  $(1,43H) $— $(1,85))
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Level 1 Level 2 Level & Total

December 31, 201:
Non-trading commodity derivative asst $ 45¢ $ 3C $— $ 48¢
Trading commodity derivative assets (including iingccommodity derivative assets—

affiliates of $292 721 64€ — 1,367
Total commodity derivative asse $1,171 $ 67¢€ $— $ 1,85:
Non-trading commodity derivative liabilitie $ (17  $(2,21¢) $— $(2,237)
Trading commodity derivative liabilities (includingading derivative liabilities—affiliates of

$21) (94) (3,449 — (3,537)
Total commaodity derivative liabilitie $ (111)  $(5,659) $— $(5,770)

The Company had no financial instruments measusadjuevel 3 at December 31, 2013 and 2012. Thepgaoy had no transfers of as:
or liabilities between any of the above levels dgrihe years ended December 31, 2013 and 2012.

The Company’s derivative contracts include exchanaged contracts fair valued utilizing readily é&ble quoted market prices and non
exchange-traded contracts fair valued using mapkiee quotations available through brokers or dhercounter and olire exchanges.
addition, in determining the fair value of the Camp’s derivative contracts, the Company applies a tresk valuation adjustment to refl
credit risk which is calculated based on the Comgjganr the counterpartg’ historical credit risks. As of December 31, 2@l 2012, th
credit risk valuation adjustment was not material.

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdhtons in the price of electricity and naturas gad basis costs, storage and anc
capacity charges from independent system operaldre. Company uses derivative instruments to mareg®sure to these risks,
historically designated certain derivative instrumtseas cash flow hedges for accounting purposeasdé&iivatives designated in a qualify
cash flow hedging relationship, the effective portof the change in fair value is recognized inuatglated OCI and reclassified to earning
the period in which the hedged item affects eamigqy ineffective portion of the derivativeethange in fair value is recognized current
earnings.

The Company also holds certain derivative instruséhat are not held for trading purposes but d&e not designated as hedges
accounting purposes. These derivative instrumeaggsesent economic hedges that mitigate the Compasyposure to fluctuations
commodity prices. For these derivative instrumetthsinges in the fair value are recognized currentgarnings in retail revenues or retail «
of revenues.

As part of the Company’ strategy to optimize its assets and manage detadks, it also manages a portfolio of commodibriative
instruments held for trading purposes. The Comparoommodity trading activities are subject to Isnivithin the Compang' Rist
Management Policy. For these derivative instrumertianges in the fair value are recognized currantlearnings in net asset optimizai
revenues.

Derivative assets and liabilities are presentedimé¢ie Companys combined balance sheets when the derivativeumsints are execut
with the same counterparty under a master nettirapgement. The Comparsyterivative contracts include transactions thatexecuted bo
on an exchange and centrally cleared as well astbheeounter, bilateral contracts that are transacteettly with a third party. To the exte
the Company has paid or received collateral reladdte derivative assets or liabilities, such amswvould be presented net against the re
derivative asset or liabilitg' fair value. As of December 31, 2013 and 2012QGbmpany had not paid or received any collateraliarts Thi
specific types of derivative instruments the Compiauay execute to manage the commodity price riskuite the following:

» 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®elimmodity or financial instrumet
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* Swap agreements, which require payments to or mumterparties based upon the differential betweerprices for a predetermined
contractual, or notional, quantity; a

»  Option contracts, which convey to the option holidher right but not the obligation to purchase dir&seommodity.

The Company has entered into other eneedgted contracts that do not meet the definitibra aerivative instrument or qualify for t
normal purchase or normal sale exception and arefibre not accounted for at fair value includihg following:

» Forward electricity and natural gas purchase cotdr@r retail customer load, al
* Natural gas transportation contracts and storaggeatgnts
Volumetric Underlying Derivative Transactions

The following table summarizes the net notionaluvaé buy/(sell) of the Compars/open derivative financial instruments accountedal
fair value, broken out, by commodity as of Decentier

Non-trading
Commodity Notional 2013 2012
Designated as hedge
Natural Gas MMBtu — 59¢
Electricity MWh — 377
Not qualifying or not designated as hed¢
Natural Gas MMBtu 3,51 1,892
Natural Gas Basi MMBtu 373 714
Electricity MWh 46E 36€
Trading
Commodity Notional 2013 2012
Not qualifying or not designated as hed
Natural Gas MMBtu 2,25¢ 2,98¢
Natural Gas Basi MMBtu  1,44: 23¢
Electricity MWh — —

Gains (Losses) on Derivative | nstruments

Gains (losses) on derivative instruments, net amdent period settlements on derivative instrumavase as follows for the years en
December 31 (in thousands):

2013 2012
Gain (loss) on non-trading derivatives—cash flowldes, net $ 84 $(17,94)
Gain (loss) on nc-trading derivatives, ne 1,34t (1,079
Gain (loss) on trading derivatives, net (includgain (loss) on trading derivatives—affiliates, né%1,509 and

$506 for 2013 and 2012, respective 5,13¢ (2,469)
Gain (loss) on derivatives, n $ 6,56 $(21,485)
Current period settlements on r-trading derivative—cash flow hedge $(1,180) $ 18,70°
Current period settlements on -trading derivative: 1,83: 7,78
Current period settlements on trading derivatiwesl{ding current period settlements on tradingwddives—

affiliates of ($1,780) and $87 for 2013 and 20E3pectively’ 387 312

Total current period settlements on derivati $1,04( $ 26,80:
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Gains (losses) on trading derivative instrumenésracorded in net asset optimization revenues aints dlosses) on namading derivativ
instruments are recorded in retail revenues oil igat of revenues on the combined statementgefations.

Fair Value of Derivative | nstruments

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

December 31, 201

Cash
Gross Amounts Collateral Net Amount
Description Gross Asset Offset Net Assets Offset Presented
Non-trading commodity derivatives $ 11,56¢ $ (6,899 $  4,66¢ $ — $ 4,66¢
Trading commodity derivative 3,94¢ (549 3,40¢ — 3,40¢
Total Current Derivative Asse $ 15,51 $ (7,449 $ 8,07 — $ 8,071
Non-trading commodity derivative $ 10C $ (94) $ 6 $ — $ 6
Trading commodity derivative 14 (14 — — —
Total Nor-current Derivative Asse! $ 114 $ (10¢) $ 6 — $ 6
Total Derivative Asset $ 15,62 $ 7,550) $ 8,07 $ — $ 8,07i
December 31, 201
Cash
Gross Amounts Collateral Net Amount
Gross
Description Liabilities Offset Net Liabilities Offset Presented
Non-trading commodity derivatives $ (8,289 $ 6,89¢ $ (1,39) $ — $ (1,39)
Trading commodity derivative (986) 544 (442 — (442
Total Current Derivative Liabilitie $ (9,279 $ 7,442 $ (1,839 $ — $ (1,839
Non-trading commodity derivative $ (120 $ 94 $ (26) $ — $ (2€)
Trading commodity derivative (6) 14 8 — 8
Total Nor-current Derivative Liabilitie! $ (126 $ 10€ $ 18) $ — $ 18)
Total Derivative Liabilities $ (9,40) $ 7,55( $ (1.85) $ — $ (1,85)
December 31, 201,
Cash
Gross Amounts Collateral Net Amount
Description Gross Asset Offset Net Assets Offset Presented
Non-trading commodity derivatives—cash flow
hedges $ 1,29t $ (1,197) $ 10¢ $ — $ 10z
Non-trading commodity derivative 3,22: (2,846 377 — 377
Trading commodity derivatives (including tradin
commodity derivative-affiliates of $292' 2,57( (1,209 1,36 — 1,367
Total Current Derivative Asse $ 7,08¢ $ (5,247 $ 184 $ — $ 1,84
Non-trading commodity derivatives—cash flow
hedges $ 58 $ (58) $ — $ — $ —
Non-trading commodity derivative 464 (45¥) 6 — 6
Trading commodity derivative 39 (39 — — —
Total Nor-current Derivative Asse! $ 561 $ (555 $ 6 $ — $ 6
Total Derivative Asset $ 7,64¢ $ (5,799 $ 1,858 $ — $ 1,85¢
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December 31, 201,

Gross
Amounts Cash Collatera Net
Gross Net Amount

Description Liabilities Offset Liabilities Offset Presente(
Non-trading commodity derivatives—cash flow hedc $ (2,237) $1,192 $(1,04%) $ — $(1,045)
Non-trading commodity derivative (3,465 2,84¢ (619) — (619)
Trading commodity derivatives (including trading

commodity derivative-affiliates of $21) (4,630 1,20¢ (3.42)) — (3,42)

Total Current Derivative Liabilitie $(10,33)) $5,241 $(5,09) $ — $(5,09))
Non-trading commodity derivativ—cash flow hedge $ (196 $ 58 $ (139§ $ — $ (139
Non-trading commodity derivative (889) 45¢ (431) — (431
Trading commodity derivative (149 39 (110 — (110

Total Nor-current Derivative Liabilitie! $ (1,239 $ b55E $ (679 $ — $ (679
Total Derivative Liabilities $(11,566) $5,79¢ $(5,770 $ = $(5.770

Accumulated Other Comprehensive | ncome

The following table summarizes the effects on them@anys accumulated OCI balance attributable to cash flmege derivativ
instruments, for the years ended December (in truls):

2013 2012
Accumulated OCI balance, beginning of period $(2,53¢6) $(10,23%)
Deferred gain (loss) on cash flow hedge derivatigseruments 2,62( (10,243
Reclassification of accumulated OCI net to incc (84) 17,94:
Accumulated OCI balance, end of per $ — $ (2,536

The amounts reclassified from accumulated OClimtome and any amounts recognized in income framrteffective portion of cash flc
hedges are recorded in retail cost of revenuedume 2013, the Company elected to discontinue ftmsthedge accounting.

Credit Risk Related Contingent Features

Certain of the Compang’derivative instruments contain provisions thgune the Company to post collateral if the coypaety determine
that there has been deterioration in credit quadjgnerally termed “adequate assurangaier the agreements. The collateral requirednies:
derivative instruments was $10.0 million as of Deber 31, 2013, which included only outstandingelettof credit as discussed in Nof
“Long-Term Debt”.

7. Commitments and Contingencies

The Company’s minimum required payments for certaing-term agreements and unconditional purchase oldigmtare as follows as
December 31, 2013 (in thousands):

Off-Balance Sheet Arrangements and Contractuz
Obligations by Year

Total 2014 2015 2016 2017 2018 >5 Years
Natural gas and electricity related purchase cot# $19,10: $11,68¢ $ 3,70¢ $3,70¢ $ — $ — $ —
Pipeline transportation agreeme 21,31 6,32¢ 2,78¢ 2,62¢ 2,62¢ 1,05(C 5,891
Other purchase obligatiol 5,59z 781 2,44 2,36t — — —
Operating lease 2,731 1,61¢ 1,07¢ 33 — — —
Total commitment: $48,73¢ $20,41: $10,02: $8,73t  $2,62¢ $1,05(C $5,891
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Natural Gas and Electricity Purchase Contracts

The Company is party to numerous natural gas aadrality related purchase contracts that haveimgrguantity and price terms as wel
varying durations which are not accounted for asvd#ve financial instruments at fair value as thempany has elected the normal purc
exception for such derivative financial instruments

Pipeline Transportation Agreements

The Company is party to various natural gas pipetiansportation agreements which require the paymiereservation fees or dem:
charges whether or not the pipeline transportat®mntilized. Future commitments of $17.3 million rielated to pipeline transportat
agreements with two individual counterparties whagpire in 2018 and 2028, respectively.

Other purchase obligations
The Company is party to certain agreements foinbilservices and software agreements.
Operating leases

The Company is party to naancelable operating leases for office space amipegnt expiring at various dates. Total lease Bs¢
recorded for the years ended December 31, 2012@t@Iwas $1.8 million and $2.0 million, respectyel

Legal Matters

From time to time, the Company may be involved egal, tax, regulatory and other proceedings indtdinary course of busine
Management does not believe that we are a pargnyolitigation that will have a material impact tme Companys combined financi
condition or results of operations.

8. Transactions with Affiliates

The Company enters into transactions with and pay&in costs on behalf of affiliates that are camiy controlled in order to redu
administrative expense, create economies of scalesapply goods and services to these relatedepaithe Company also sells and purct
natural gas and electricity with affiliates. ThenGmany presents receivables and payables withaaéfion a net basis on the combined ba
sheets as all affiliate activity is with partiesden common control.

Accounts Receivable-Affiliates

The Company recorded current accounts receivabféhiates of $6.8 million and $5.5 million as ofebember 31, 2013 and 20
respectively, for certain direct billings and calibcations for services the Company provided fiiaks and sales or purchases of natura
and electricity to affiliates.

The Company also recorded non-current accountévedde—affiliate of $14.7 million, including a ndnterest bearing loan of $1.1 millic
as of December 31, 2012 for such goods and serv@esApril 8, 2013, the Company and Marlin entemetb an Acknowledgement a
Agreement, whereby the Company and Marlin agread () $14.7 million of the Company’s accountsawable—affiliate balance attributak
to Marlin as of March 31, 2013 (the “Outstanding dumt”) was not required to be paid sooner than March 8142(ii) the Outstandir
Amount or any future accounts receivable affilia@dances owed by Marlin would not accrue interasg (iii) payment of the Outstand
Amount by Marlin prior to March 31, 2014 was notgluded. Accordingly, $14.7 million was reclasdglfi® long-term accounts receivable
affiliate as of December 31, 2012.

On April 26, 2013, Marlin paid $3.0 million of th@utstanding Amount, reducing the Outstanding Amdar11.7 million (the Remaininy
Outstanding Amount”)On June 3, 2013, the Company and Marlin enteredl antevised Acknowledgement and Agreement, whethE
Company and Marlin agreed that (i) the Remainings@nding Amount was not required to be paid sodhan July 31, 2014, (i) tl
Remaining Outstanding Amount or any future accoumtseivable affiliates balances owed by Marlin vebulot accrue interest, a
(iii) payment of the Remaining Outstanding Amouribpto July 31, 2014 was not precluded. In Jult20in connection with the closing
Marlin’s initial public offering, NuDevco Midstream Devploent assumed the Remaining Outstanding Amountl&f7$million accoun
payable affiliates balance and Marlin
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was released from such obligation. As of December2®13, the receivable due to the Company from ¢ Midstream Developme
related to the assumption of the Remaining Outstgnéimount was $3.4 million and is recorded in emtraccounts receivable-affiliates.

Revenues and Cost of Revenues-Affiliates

Prior to Marlin’s IPO on July 31, 2013, the Company provided nhgasa to Marlin, who is a processing service prewvidvhereby Marli
gathered natural gas from the Company and othet farties, extracted NGLs, and redelivered thegssed natural gas to the Company
other third parties. Marlin replaced energy usefriscessing due to the extraction of liquids, cagspion and transportation of natural gas
fuel by making a payment to the Company at markieep. Revenuesffiliates, recorded in net asset optimization rawes in the combin
statements of operations, related to Maslipayments to the Company for replaced energyh®ryears ended December 31, 2013 and
were $3.0 million and $8.3 million , respectively.

Beginning on August 1, 2013, the Marlin processaggeement was terminated and the Company and anaffilate entered into ¢
agreement whereby the Company purchases naturélayaghe affiliate at the tailgate of the Marlifapt. Cost of revenueaffiliates, recorde
in net asset optimization revenues in the combsgtattments of operations for the year ended Dece®ih@013 related to this agreement v
$17.7 million. However, from August 2, 2013 to Sepber 30, 2013 the Company purchased natural gier tinirdparty contracts and sc
the processed natural gas to the affiliate at tregliM tailgate while the affiliate worked to havieet thirdparty contracts assigned to
Revenuesffiliates, recorded in net asset optimization rewes in the combined statements of operationghéoyear ended December 31, 2
related to these sales were $11.9 million.

Additionally, the Company entered into a natura$ geansportation agreement with Marlin, at Masirgipeline, whereby the Compe
transports retail natural gas and pays the high&j a minimum monthly payment or (ii) a transpion fee per MMBtu times actual volun
transported. The current transportation agreemastset to expire on February 28, 2013, but wasdgtkfor three additional years at a fi
rate per MMBtu without a minimum monthly paymentcluded in the Company’s results are cost of regsaffiliates, recorded in retail cc
of revenues in the combined statements of opemtielated to this activity of $0.1 million and $08llion for the years ended December
2013 and 2012, respectively.

The Company also purchases electricity for aniaffiland sells the electricity to the affiliatettaé same market price that the company
to purchase the electricity. Sales of electricgythie affiliate were $4.0 million and $1.4 millidar the years ended December 31, 2013
2012, respectively, which is recorded in retailenewes-affiliate in the combined statements of dera.

Also included in the Company’s results are costedenuesaffiliates related to derivative instruments, relma in net asset optimizati
revenues in the combined statements of operatiensg,gain of $1.8 million and loss of $0.6 milli@s of December 31, 2013 and 2(
respectively. The Company has no outstanding dér&vanstruments with affiliates as of December 3013.

Cost allocations

The Company paid certain expenses on behalf dfaaéfs, which are reimbursed by the affiliateshte Company, including costs that cai
specifically identified and certain allocated owsail costs associated with general and adminigraéwices, including executive managen
facilities, banking arrangements, professional ,féesurance, information services, human resoueses other support departmento the
affiliates. Where costs incurred on behalf of tifiiate could not be determined by specific idéiction for direct billing, the costs we
primarily allocated to the affiliated entities bdsen percentage of departmental usage, wages dcdwat. The total amount direct billed i
allocated to affiliates for the years ended Decariie 2013 and 2012 was $7.4 million and $4.1 onllrespectively, and is recorded :
reduction in general and administrative expenséisarcombined statements of operations.

The Company pays residual commissions to an aéifier all customers enrolled by the affiliate wbay their monthly retail gas or rer
electricity bill. Commission paid to the affiliateas $0.1 million and $0.8 million for the years eddDecember 31, 2013 and 2(
respectively, which is recorded in general and adstrative expense in the combined statements efadions.
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Member Distributions and Contributions

During the years ended December 31, 2013 and 26&2Company made net capital distributions to WittKBlaxwell Il of $59.3 millior
and $10.4 million, respectively. In contemplationtile Companys Offering, in April 2014, the Company entered iafo agreement with
affiliate to permanently forgive all net outstangliaccounts receivable balances from the affilide.such, the accounts receivable bala
from the affiliate have been eliminated and presgats a distribution to W. Keith Maxwell 111 for 28 and 2012.

Property and Equipment Sold

In 2012, the Company sold a field office facilityehicles and computer and other equipment to @i for $0.6 million. The assets w
sold at the Company'’s historical cost basis atithe of the sale, as the transactions were betw##iates under common control.

9. Segment Reporting

The Companys determination of reportable business segmentsidens the strategic operating units under which @ompany mak
financial decisions, allocates resources and assggsformance of its retail and asset optimizahasinesses.

The Companys reportable business segments are retail natasahigd retail electricity. The retail natural gagment consists of natural |
sales to, and natural gas transportation and ldigioin for, residential and commercial customersset optimization activities, considerec
integral part of securing the lowest price natgas to serve retail gas load, are part of thelratdural gas segment. The retail electr
segment consists of electricity sales and transoms® residential and commercial customers. Catgoand other consists of expenses
assets of the retail natural gas and retail el@tgtrsegments that are managed at a consolidated &ich as general and administre
expenses.

To assess the performance of the Compamperating segments, the chief operating decisiaker analyzes retail gross margin.
Company defines retail gross margin as operatimgnre less (i) depreciation and amortization expgnée general and administrat
expenses, (iii) net asset optimization revenue$,ngt gains (losses) on derivative instruments, @) net current period cash settlement
derivative instruments. The Company deducts netsgdosses) on derivative instruments, excludingesu period cash settlements, from
retail gross margin calculation in order to remtve non-cash impact of net gains and losses oualfe instruments.

Retail gross margin is a primary performance measged by our management to determine the perfa@nahour retail natural gas ¢
electricity business by removing the impacts of asset optimization activities and net nzash income (loss) impact of our economic hec
activities. As an indicator of our retail energysmess’operating performance, retail gross margin shooldbe considered an alternative tc
more meaningful than, operating income, as detexchin accordance with GAAP. Below is a reconcitiatdf retail gross margin to incoi
before income tax expense.

2013 2012

Reconciliation of Retail Gross Margin to Income befre taxes

Income before income tax exper $31,46¢ $ 26,13¢
Interest and other incon (359 (62
Interest expens 1,714 3,36:

Operating Incom: 32,82¢ 29,44(
Depreciation and amortizatic 16,21¢ 22,79¢
General and administrati 35,02( 47,32:
Less:
Net asset optimization reven 314 (1,13¢)
Net, Gains (losses) on derivative instrume 1,42¢ (19,016
Net, Cash settlements on derivative instrum 652 26,48¢

Retail Gross Margin $81,66¢ $ 93,21¢
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The accounting policies of the business segmemtster same as those described in the summary mifiségt accounting policies. T
Company uses gross margin and net asset optimizagicenues as the measure of profit or loss fobuisiness segments. This mea
represents the lowest level of information thairisvided to the chief operating decision makerdiar reportable segments.

Financial data for business segments are as fofmikousands):

Corporate
Retail Retail Spark
Year ended December 31, 201 Electricity Natural Gas and Other Eliminations Retail
Total Revenues $191,87: $125,21¢ $ — $ — $317,09(
Retail cost of revenue 149,88t 83,14: — — 233,02t
Less:
Net asset optimization revent — 314 — — 314
Gains (losses) on retail derivative instrume 1,33¢ 93 — — 1,42¢
Current period settlements on -trading derivative: 1,34¢ (696 — — 653
Retail gross margi $ 39,30: $ 42,36¢ $ — $ — $ 81,66¢
Total Asset: $ 41,87¢ $ 87,98¢ $ 95: $ (21,749 $109,07:
Corporate
Retail Retail Spark
Year ended December 31, 201 Electricity Natural Gas and Other Eliminations Retail
Total revenues $256,35' $122,70! $ — $ — $379,06:
Retail cost of revenue 202,44( 77,06¢ — — 279,50t
Less:
Net asset optimization revent — (1,136 — (1,136
Gains (losses) on retail derivative instrume (17,400 (1,61€) — (19,016
Current period settlements on -trading derivative: 18,571 7,912 — — 26,48¢
Retail gross margi $ 52,74( $ 40,47¢ $ — $ — $ 93,21¢
Total Asset: $ 51,03¢ $100,43. $ 99¢ $ (23,18)) $129,27!

Significant Customers

For the year ended December 31, 2013 and 2012,adeohe significant customer that individually aauid for more than 10% of t
Company’s combined net asset optimization revenues.

Significant Suppliers

For the year ended December 31, 2013 and 2012,ageohe significant supplier that individually acoted for more than 10% of t
Company’s combined net asset optimization revenues.

For the year ended December 31, 2013, the Compadyohe significant supplier that individually acoted for more than 10% of t
Company’s combined retail electricity retail cobt@venues. There were no significant suppliergétail electricity in 2012.

10. Subsequent Events
Subsequent to December 31, 2013, the Company nedaapital distributions to W. Keith Maxwell Il §&1.0 million.
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SPARK ENERGY, INC.

Condensed Combined Balance Sheets as of March 3012 and December 31, 2013

Assets

Current assett
Cash and cash equivalel

(in thousands)
(unaudited)

Accounts receivable, net of allowance for doub#ftitounts

Accounts receivab-affiliates

Inventory

Fair value of derivative asse

Customer acquisition cos

Prepaid asse

Other current asse

Total current asse

Property and equipment, r
Fair value of derivative asse
Customer acquisition cos
Other asset

Total Asset:
Liabilities and Member’s Equity

Current liabilities:
Accounts payabl
Accrued liabilities
Fair value of derivative liabilitie
Note payable
Total current liabilities
Long-term liabilities:
Fair value of derivative liabilitie
Total liabilities
Member! equity:
Membe’s equity
Total membe's equity

Total Liabilities and Membr's Equity

March 31,

December 31

2014 2013
$ 4,75t $  7.18¢
89,56¢ 62,67
7,32¢ 6,79
— 4,322
4,07 8,071
7,52 4,77t
2,01¢ 1,03
5,25 6,43
120,52 101,29
4,61 4,811
2 6
3,40¢ 2,901
89 58
$128,64( $ 109,07
$ 53,45( $ 36,97
7,34 6,83¢
2,50¢ 1,83
34,00 27,50
97,30: 73,14
84 18
97,38 73,16(
31,25 35,91
31,25 35,91
$128,64( $ 109,07

The accompanying notes are an integral part of the condensed combined financial statements.
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SPARK ENERGY, INC.
Condensed Combined Statements of Operations and Camehensive Income for the
Three Months Ended March 31, 2014 and 2013
(in thousands)

(unaudited)
March 31,
2014 2013
Revenues
Retail revenues (including retail revenues—affdsbf $1,489 and $199 for the three months endedhvia
31, 2014 and 2013, respective $106,55: $100,45:
Net asset optimization revenues (including asseinigation revenues-affiliates of $2,500 and $1,500

the three months ended March 31, 2014 and 2013gc#sely, and asset optimization revenues—

affiliates costs of revenues of $7,900 and less $tal million for the three months ended March 31,

2014 and 2013, respective 1,62¢ (1,15%
Total Revenue 108,17t 99,29¢
Operating Expense

Retall cost of revenues (including retail cost@fenues-affiliates of less than $0.1 million foe three
months ended March 31, 2014 and 2013, respecti 87,13: 69,99:
General and administrati 8,11: 9,27t
Depreciation and amortizatic 2,95¢ 5,03(
Total Operating Expens: 98,20 84,29¢
Operating incom 9,97 14,99¢
Other (expense)/incom
Interest expens (319 (389
Interest and other incon 70 11
Total other (expenses)/incor (249 (379
Income before income tax exper 9,72¢ 14,62¢
Income tax expens 32 14
Net income $ 9,69i $ 14,61
Other comprehensive income (los
Deferred gain (loss) from cash flow hed; — 3,211
Reclassification of deferred gain (loss) from cistv hedges into net income
(Note 6) — (282)
Comprehensive incorn $ 9,69i $ 17,54(

The accompanying notes are an integral part of the condensed combined financial statements.
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SPARK ENERGY, INC.

Condensed Combined Statements of Member’'s Equity fahe
Three Months Ended March 31, 2014
(in thousands)
(unaudited)
Member’'s
equity

Balance—December 31, 2013 $ 35,91
Capital contributions from memb 19,70:
Distributions to membe (34,059
Net income 9,691
Balanc—March 31, 201« $ 31,25/

The accompanying notes are an integral part of the condensed 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)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash fles provided by operating activities:
Depreciation and amortization expel
Amortization and write off of deferred financingsts
Allowance for doubtful accounts and bad debt exe:
(Gain) loss on derivatives, n
Current period cash settlements on derivatives
Changes in assets and liabilities
(Increase) decrease in accounts receiv
(Increase) decrease in accounts recei+—affiliates
Decrease in inventot
Increase in customer acquisition cc
(Increase) decrease in prepaid and other curremts
(Increase) decrease in other as
Increase (decrease) in accounts pay
Increase (decrease) in accrued liabili
Decrease in other liabilitie
Net cash provided byoperating activities
Cash flows from investing activities:
Purchases of property and equipmr
Net cash used in investing activitie
Cash flows from financing activities:
Borrowings on notes payak
Payments on notes payal
Member contributions (distributions), r
Net cash used in financing activitie:

Decreasesdn cash and cash equivalent
Cash and cash equivalen—beginning of period

Cash and cash equivalen—end of period

Cash paid during the period fc
Interest

March 31,

2014 2013
$ 9,69 $ 14,61
2,95¢ 5,03(
112 12C
56& 51:
(5,46() (2,242
10,19; 1,471
(27,45¢) 2,60¢
(53¢ 4,42(
4,32z 3,411
(5,227) (220)
76 (532)
(31) 31
16,47¢ (8,339
51C (2,672
— (337)
6,20¢ 17,86¢
787) (93
(787) (99
24,50( 9,50(
(18,000 (17,500
(14,356 (14,239
(7,856 (22,239
(2,432) (4,462)
7,18¢ 6,55¢
$ 4,75¢ $ 2,09t
$ 267 $ 21¢

The accompanying notes are an integral part of the condensed combined financial statements.
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SPARK ENERGY, INC.
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS
(UNAUDITED)

1. Formation and Organization

The accompanying interim unaudited condensed casmdfinancial statements of Spark Energy, Inc. {@@mpany”)have been prepared
connection with the initial public offering (the ffering”) of shares of its Class A common stockr palue $0.01 per share (th€lass /£
common stock”). The Company is a Delaware corponaformed on April 22, 2014 by Spark Energy VensureLC (“Spark Energ
Ventures”) for the purpose of succeeding to Spankr§y Ventures’ ownership in Spark Energy, LLC ("pBnd Spark Energy Gas, LI
(“SEG”) which are Spark Energy Venturesperating subsidiaries for its retail natural gasl asset optimization and retail electri
businesses. Prior to the Offering, Spark Energytives will contribute SE and SEG to NuDevco Rdthildings, LLC (“NuDevco”),a single
member Texas limited liability company formed bya8pEnergy Ventures on May 19, 2014 under the Té&w@siness Organizations Cc
(“TBOC"). NuDevco was formed by Spark Energy Ventures to tiwddinvestment in Spark HoldCo and the CompanwriSgEnergy Venture
is a single member limited liability company formed October 8, 2007 under the TBOC. NuDevco is Wholvned by Spark Ener
Ventures. Spark Energy Ventures is wholly owned\lpevco Partners Holdings, LLC, which is wholly aa¢hby NuDevco Partners, LL
which is wholly owned by W. Keith Maxwell lll. Thi®ffering will be implemented through a series fleanges and transfers of interes
entities all under the common control of W. Keitlauvell 111.

The contribution of the interest in SE and SEGhe €ompany is not considered a business combinatoounted for under the purch
method, as it will be a transfer of assets andaifmrs under common control and, accordingly, badarwill be transferred at their histori
cost. The Company’s interim unaudited condensedbomed financial statements were prepared using 8&%SEGS historical basis in tl
assets and liabilities, and include all revenuests; assets and liabilities attributed to theilre@ural gas and asset optimization and t
electricity businesses of SE and SEG for the perpdsented.

SEG is a retail natural gas provider and asseitnigdition business competitively serving residentaimmercial and industrial customer
multiple states. SEG is independent from utility goipeline affiliates. SEG was formed on January2001 under the Texas Revised Lim
Partnership Act (as recodified by the TBOC) and we@sverted to a Texas limited liability companyMay 21, 2014.

SE is a licensed retail electric provider in mu#igtates. SE provides retail electricity servimeenduse retail customers, ranging fr
residential and small commercial customers to largmmercial and industrial users. SE was formed-ebruary 5, 2002 under the Te
Revised Limited Partnership Act (as recodified ly TBOC) and was converted to a Texas limitedlitgtitompany on May 21, 2014.

2. Basis of Presentation and Summary of Significarkccounting Policies

The accompanying interim unaudited condensed cagdbinancial statements (“interim statementsthe Company have been prepare
accordance with accounting principles generallyepted in the United States (“GAAPTdr interim financial information and with t
instructions to Form 10-Q and Article 10 of RegiaatS-X issued by the U.S. Securities and Exchange CosiomnisAccordingly, they do n
include all of the information and footnotes regdihy GAAP for annual financial statements. In dpéion of management, all adjustme
and disclosures necessary for a fair presentafighese interim financial statements have beerudedl. The results reported in these int
statements are not necessarily indicative of thaltethat may be reported for the entire year.

The preparation of the financial statements in confty with GAAP requires management to make es®and assumptions that affect
reported amounts of assets and liabilities andalisce of contingent liabilities at the date of firencial statements and the reported amc
of revenues and expenses during the reporting ghedictual results could differ from those estimates

The accompanying interim unaudited condensed caedbfinancial statements have been prepared in @acoe with Regulation %;
Article 3, General Instructions as to Financial Statements Staff
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Accounting Bulletin“SAB”) Topic 1-B, Allocations of Expenses and RethDisclosures in Financigtatements of Subsidiaries, Division:
Lesser Business Components of Another Eon a stand-alone basis and are derived from SEISSHGS historical basis in the assets
liabilities, and include all revenues, costs, asseid liabilities attributable to the retail natugas and asset optimization and retail elect:
businesses of SE and SEG for the periods presémitdre specifically identifiable or have beemedited to the Company. Management
made certain assumptions and estimates in ordaldmate a reasonable share of expenses to the &@ymguch that the Compasycombine
financial statements reflect substantially alltsfégosts of doing business. The Company also emt@rsransactions with and pays certain ¢
on behalf of affiliates under common control in @rdo reduce risk, create strategic alliances amgblg goods and services to these rel
parties. The Company direct bills certain expemsesrred on behalf of affiliates or allocates certaverhead expenses to affiliates assoc
with general and administrative services basedemmices provided, departmental usage, or headceuhith are considered reasonable
management. The allocations and related estimai@sissumptions are described more fully in Not& @&rsactions with Affiliates"Thest
costs are not necessarily indicative of the coat the Company would have incurred had it operat@n independent staatbne entity
Affiliates have also relied upon Spark Energy Veesuas a participant in the credit facility for fheriods presented as described more fu
Note 4“Long-Term Debt”. As such, the Compasyinterim unaudited condensed combined financatkstents do not fully reflect what

Company’s financial position, results of operatiamsl cash flows would have been had the Compansatgukas an independent staidne
company during the periods presented. As a rdsistprical financial information is not necessaiitgicative of what the Comparg/fresults ¢
operations, financial position and cash flows Wwélin the future.

Net Income per Unit

The Company has omitted earnings per share be¢has€ompany has operated under a sole member estuitgture for the perio
presented.

Subsequent Events

The Company evaluated subsequent events, if aaywbuld require adjustment to or disclosure in @m@mpanys condensed combin
financial statements and notes to the condensethioenhfinancial statements through the date thelenesed combined financial statement:
issued. See Note 10 “Subsequent Events” for fudismussion.

3. Property and Equipment
Property and equipment consist of the followingpfén thousands):

Estimated usefu March 31, December 31
lives (years) 2014 2013

Information technology 2-5 $ 23,31¢ $ 22,52¢
Leasehold improvemen 2-5 4,56¢ 4,56¢
Furniture and Fixture 2-5 99¢ 99¢
Total 28,88: 28,09t
Accumulated depreciatic (24,26¢) (23,27¢)
Property and equipme—net $ 4,61 $ 4,811

Information technology assets include software aodsultant time used in the application, developnaam implementation of vario
systems including customer billing and resource agament systems. As of March 31, 2014 and DeceBhe?2013, information technolo
includes $2.1 million and $1.3 million, respectivedf costs associated with assets not yet platedservice.

Depreciation expense recorded in the combinedrstatts of operations was $0.9 million and $1.6 oillfor the three months ended Me
31, 2014 and 2013, respectively.
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4. Long-Term Debt

In October 2007, Spark Energy Ventures and altso$uibsidiaries (collectively, the “Borrowerséntered into a credit agreement, consit
of a working capital facility, a term loan and aokving credit facility (the “Credit Agreement”),ith SE and SEG as daerrowers under whic
they were jointly and severally liable for amouBtsrrowers borrowed under the Credit Agreement. Thedit Agreement was secured
substantially all of the assets of Spark EnergytMess and its subsidiaries.

The Credit Agreement was amended on May 30, 20@8aaide for a $177.5 million working capital fatyl, a $100.0 million term loan, a
a $35.0 million revolving credit facility. On Janya24, 2011, the Borrowers amended and restate@tadit Agreement (theFifth Amende
Credit Agreement”}o decrease the working capital facility to $15fillion, to increase the term loan to $130.0 milliand to eliminate t
revolving credit facility.

On December 17, 2012, the Borrowers amended atatedghe Fifth Amended Credit Agreement to de@d¢hs working capital facility
$70.0 million, to decrease the term loan to $128illon and to reinstate the revolving credit fagilin the amount of $30.0 million (theSixth
Amended Credit Agreement”). The Sixth Amended GrAdreement was scheduled to mature on Decembe&Ql 4.

On July 31, 2013 and in conjunction with the idipablic offering of Marlin Midstream Partners, I(fMarlin”), which was formerly wholl
owned by Spark Energy Ventures, the Sixth Amendesti€ Agreement was amended and restated to iretbasworking capital facility -
$80.0 million and eliminated the term loan and tewg credit facility (the “Seventh Amended Credigreement”)and to remove Marlin as
party to the Credit Agreement. The Seventh Amen@estit Agreement matures on July 31, 2015. The iC/greement continues to
secured by the assets of Spark Energy Venturegsasdbsidiaries.

Although SE and SEG, as wholly owned subsidiarieSmark Energy Ventures, were jointly and severifiple for Marlin’s borrowing
under the Credit Agreement prior to the Marliniaippublic offering, SE and SEG did not historigatiave access to or use the term loar
the revolving credit facility utilized by Marlin.ESand SEG were the primary recipients of the prdsdem the working capital facility.

The Company adopted Accounting Standards Updat&W"A 201304, which prescribes the accounting for joint amesesal liability
arrangements early and applied the accounting go&leetrospectively to its 2013 condensed combiimaghcial statements as required by
standard. This guidance requires an entity to nreaissi obligation resulting from joint and seveliability arrangements for which the tc
amount under the arrangement is fixed at the rgmgpdate, as the sum of the amount the reportiniyemgreed to pay on the basis ol
arrangement among its co-obligors and any additiamaunt the reporting entity expects to pay onalfetf its coebligors. Based on the Si;
Amended Credit Agreement prior to the Marlin irifiublic offering and understanding among the Bests, the term loan and the revolv
credit facility were assigned specifically to MatliThe Company has recognized the proceeds fromdhiing capital facility in its combine
balance sheets, which represented the amountsotmpahy with the other Borrowers agreed to pay,thrcamounts the Company expecte

pay.
Working Capital Facility

The working capital facility was $150.0 million 2012 under the Fifth Amended Credit Agreement aad later amended to $70.0 mill
on December 17, 2012 under the Sixth Amended Chgglitement. On July 31, 2013 and in conjunctiorhvifte Seventh Amended Cre
Agreement the working capital facility was incredg$e $80.0 million and is scheduled to mature dg 3, 2015.

The working capital facility is available for usg 8park Energy Ventures and its affiliates to fiocmthe working capital requirements rel
to the purchase and sale of natural gas, elegtrimitd other commodity products not related tor#tail natural gas and asset optimization
retail electricity businesses of the Company. Tlen@anys combined financial statements include the tosabwants outstanding under
working capital facility of $34.0 million and $27&illion as of March 31, 2014 and December 31, 2G&8pectively, and are classifiec
current in the combined balances sheets as theinvgochpital facility is drawn on and repaid on antidy basis to fundvorking capital need
The total amounts outstanding under the facilitpfaslarch 31, 2014 and December 31, 2013 includewnts used to fund equity distributic
to the
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sole member of the Company to fund unrelated opmstof an affiliate under the common control oé tsnle member, which was a co
borrower under the facility.

Further, through the issuance of letters of cretiit, Company is able to secure payment to suppldwosobligation is recorded for st
outstanding letters of credit unless they are drapon by the suppliers and in the event a supgliaws on a letter of credit, repayment is
by the earlier of demand by the bank or at theraxipn of the Credit Agreement. Letters of credguied and outstanding as of March 31, :
and December 31, 2013 were $13.9 million and $&0ldon, respectively.

Under the working capital facility, the Company payfee with respect to each letter of credit idsared outstanding. For the three mo
ended March 31, 2014 and 2013, the Company incde®sl on letters of credit issued and outstanditajihg $0.1 million and $0.1 millio
respectively, which is recorded in interest expensbhe combined statements of operations.

Under the Fifth Amended Credit Agreement, the Camgpmay elect to have loans under the credit fgclitar interest either (i) a
Eurodollar-based rate plus a margin ranging froB0% to 3.25% depending on the Compangodnsolidated funded indebtedness ratio th
effect, or (ii) at a base rate loan plus a margimging from 1.50% to 2.25% depending on the Commaognsolidated funded indebtedr
ratio then in effect. The Company also pays a ribration fee equal to 0.50% per annum.

Under the Sixth Amended Credit Agreement, the Comipaay elect to have loans under the credit fgchieéar interest either (i) a
Eurodollar-based rate plus a margin ranging fro8®% to 3.75% depending on the Compangodnsolidated funded indebtedness ratio th
effect, or (ii) at a base rate loan plus a margimging from 2.00% to 2.75% depending on the Commaognsolidated funded indebtedr
ratio then in effect. The Company also pays a ribration fee equal to 0.50% per annum.

Under the Seventh Amended Credit Agreement, theg@om may elect to have loans under the workingtabfzcility bear interest (i) at
Eurodollar-based rate plus a margin ranging frod®% to 3.25%, depending on the Spark Energy Vestaggregate amount outstanding 1
in effect, (ii) at a base rate loan plus a marginging from 2.00% to 2.25%, depending on Spark @g@né&fentures’aggregate amou
outstanding then in effect or (iii) a cost of fun@ée loan plus a margin ranging from 2.50% to 78epending on Spark Energy Ventures
aggregate amount outstanding then in effect. Eawlting capital loan made as a result of a drawinden a letter of credit bears interest or
outstanding principal amount thereof from the dataled at a floating rate per annum equal to tle ebfunds rate plus the applicable ma
until such loan has been outstanding for more thanbusiness days and, thereafter, bears intereiteooutstanding principal amount the
at a floating rate per annum equal to the baseplatethe applicable margin, plus two percent 2@bannum. The Company incurred inte
expense of $0.05 million and $0.1 million for theee months ended March 31, 2014 and 2013, respbgtiwhich is recorded in inter
expense in the combined statements of operations.

The Company also pays a commitment fee equal @90 %er annum. The Company incurred commitmenttf@esing less than $0.1 millic
for the three months ended March 31, 2014 and 2@kectively, which is recorded in interest expeinsthe condensed combined staterr
of operations.

Deferred Financing Costs

Deferred financing costs were $0.1 million and $@&i8iion as of March 31, 2014 and December 31, 20&8pectively. Of these amoul
less than $0.1 million and $0.4 million are recardie other current assets in the combined balaheets as of March 31, 2014 and Decel
31, 2013, respectively, and $0.1 million and $0illion are recorded in other assets in the combio@dnce sheets as of March 31, 2014
December 31, 2013, respectively, based on the ééthre working capital facility.

Amortization of deferred financing costs was $0.1liom and $0.1 million for the three months endbthrch 31, 2014 and 20!
respectively, which is recorded in interest expengbe condensed combined statements of operations
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5. Fair Value Measurements

Fair value is defined as the price that would heeireed to sell an asset or paid to transfer alitghiexit price) in an orderly transacti
between market participants at the measurement Batevalues are based on assumptions that mpak#tipants would use when pricing
asset or liability, including assumptions abouk @sd the risks inherent in valuation techniques #ire inputs to valuations. This includes
only the credit standing of counterparties involvadd the impact of credit enhancements but alsoirtigact of the Compang’ owr
nonperformance risk on its liabilities.

The Company applies fair value measurements toomsmodity derivative instruments based on the Yalhg fair value hierarchy, whi
prioritizes the inputs to valuation techniques utetheasure fair value into three broad levels:

e Level 1—Quoted prices in active markets for ideadtssets and liabilities. Instruments categorimdcevel 1 primarily consist of
financial instruments such as exche-traded derivative instrumen

e Level 2—Inputs other than quoted prices recordddceivel 1 that are either directly or indirectly ebgble for the asset or liability,
including quoted prices for similar assets or litibs in active markets, quoted prices for idealtior similar assets or liabilities in
inactive markets, inputs other than quoted pribas are observable for the asset or liability, enpdits that are derived from observable
market data by correlation or other means. Instnimeategorized in Level 2 primarily include noreleange traded derivatives such as
ovel-the-counter commodity forwards and swaps and opti

« Level 3—Unobservable inputs for the asset or lighiincluding situations where there is little aifiy, observable market activity for the
asset or liability

As the fair value hierarchy gives the highest piyaio quoted prices in active markets (Level 1) dlne lowest priority to unobservable ¢
(Level 3), the Company maximizes the use of obd#evaputs and minimizes the use of unobservalpatsywhen measuring fair value.
some cases, the inputs used to measure fair vafyie fall in different levels of the fair value machy. In these cases, the lowest level i
that is significant to a fair value measuremeritdrentirety determines the applicable level infdie value hierarchy.

Non-Derivative Financial | nstruments

The carrying amount of cash and cash equivalertsoumts receivable, accounts receivadffdiates, accounts payable, and acci
liabilities recorded in the combined balance shaetgroximate fair value due to the shiatm nature of these items. The carrying amou
long-term debt recorded in the condensed combiaéghbe sheets approximates fair value because ofattiable rate nature of the Company’
long-term debt.

Derivative | nstruments

The following table presents assets and liabilittesasured and recorded at fair value in the Comipasgndensed combined balance st
on a recurring basis by and their level within thie value hierarchy as of (in thousands):

Level 1 Level 2 Level & Total

March 31, 2014
Non-trading commodity derivative assets (including 1tiatding derivative assetsaffiliates of

$157) $1,04: $2,79¢ $— $ 3,83¢
Trading commodity derivative asst (75) 31€ — 241
Total commodity derivative asse $ 967 $ 3,11( $— $ 4,07
Non-trading commodity derivative liabilitie $ (46)  $(1,989 $— $(2,035)
Trading commodity derivative liabilitie — (554) — (559
Total commodity derivative liabilitie $ (46)  $(2,549) $— $(2,589)
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Level 1 Level 2 Level 2 Total

December 31, 201

Non-trading commodity derivative asst $— $ 4,672 $— $ 4,67
Trading commodity derivative asst — 3,40¢ — 3,40¢
Total commodity derivative asse $— $ 8,07i $— $ 8,07
Non-trading commodity derivative liabilitie $(56%) $ (859 $— $(1,417)
Trading commodity derivative liabilitie 147 (581) — (439
Total commodity derivative liabilitie $(41€)  $(1,43H) $— $(1,85))

The Company had no financial instruments measusadjuevel 3 at March 31, 2014 and December 31320he Company had no transt
of assets or liabilities between any of the abewels during the three months ended March 31, 20#4the year ended December 31, 2013.

The Company'’s derivative contracts include exchangged contracts fair valued utilizing readily dable quoted market prices and non
exchange-traded contracts fair valued using mapkiee quotations available through brokers or dhercounter and oline exchanges.
addition, in determining the fair value of the Camp’s derivative contracts, the Company applies a tresk valuation adjustment to refl
credit risk which is calculated based on the Comgjgaar the counterpartg’ historical credit risks. As of March 31, 2014 ddelcember 3.
2013, the credit risk valuation adjustment wasmaterial.

6. Accounting for Derivative Instruments

The Company is exposed to the impact of marketdhtons in the price of electricity and naturas gand basis costs, storage and anc
capacity charges from independent system operaldrse. Company uses derivative instruments to maregsure to these risks,
historically designated certain derivative instrumseas cash flow hedges for accounting purposeasdé&idvatives designated in a qualify
cash flow hedging relationship, the effective portof the change in fair value is recognized inuatglated OCI and reclassified to earning
the period in which the hedged item affects eamigqy ineffective portion of the derivativeethange in fair value is recognized current
earnings.

The Company also holds certain derivative instruséhat are not held for trading purposes but de not designated as hedges
accounting purposes. These derivative instrumeagsesent economic hedges that mitigate the Compasyposure to fluctuations
commodity prices. For these derivative instrumectignges in the fair value are recognized curréntiarnings in retail revenues or retail
of revenues.

As part of the Compang’ strategy to optimize its assets and manage detédks, it also manages a portfolio of commodirihative
instruments held for trading purposes. The Comparggmmodity trading activities are subject to Isnivithin the Compang' Rist
Management Policy. For these derivative instrumertianges in the fair value are recognized currantlearnings in net asset optimizai
revenues.

Derivative assets and liabilities are presentedméte Company condensed combined balance sheets when the tdarirsstruments a
executed with the same counterparty under a mastiting arrangement. The Compaserivative contracts include transactions tha
executed both on an exchange and centrally clesadell as over-thesunter, bilateral contracts that are transactesttly with a third part
To the extent the Company has paid or receivedtesll related to the derivative assets or liabditsuch amounts would be presentet
against the related derivative asset or liab#itfgdir value. As of March 31, 2014 and December2®813, the Company had not paid or rece
any collateral amounts. The specific types of ddie instruments the Company may execute to matregeommodity price risk include 1
following:

* 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®elimmodity or financial instrumet
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* Swap agreements, which require payments to or mumterparties based upon the differential betweerprices for a predetermined
contractual, or notional, quantity; a

»  Option contracts, which convey to the option holidher right but not the obligation to purchase dir&seommodity.

The Company has entered into other eneedgted contracts that do not meet the definitibra aerivative instrument or qualify for t
normal purchase or normal sale exception and arefibre not accounted for at fair value includihg following:

» Forward electricity and natural gas purchase cotdr@r retail customer load, al
* Natural gas transportation contracts and storaggeatgnts
Volumetric Underlying Derivative Transactions

The following table summarizes the net notionaluvaé buy/(sell) of the Compars/open derivative financial instruments accountedal
fair value, broken out, by commodity as of:

Non-trading
March 31, December 31
Commodity Notional 2014 2013
Natural Gas MMBtu 4,37: 3,51¢
Natural Gas Basi MMBtu — 37¢
Electricity MWh 637 46E
Trading
March 31, December 31
Commodity Notional 2014 2013
Natural Gas MMBtu 94(C 2,25¢
Natural Gas Basi MMBtu 77C 1,44:

Gains (Losses) on Derivative | nstruments

Gains (losses) on derivative instruments, net amdent period settlements on derivative instrumemése as follows for the peria
indicated (in thousands):

Three Months Ended

March 31,
2014 2013

Gain (loss) on non-trading derivatives—cash flowldes, net $ — $ 67¢
Gain (loss) on non-trading derivatives, net (inahgdgain (loss) on non-trading derivatives—affiiat net of

$157 for the three month ended March 31, 2( 11,44¢ (15)
Gain (loss) on trading derivatives, net (includgain (loss) on trading derivatives—affiliates, né$217 and

$216 for the three months ended March 31, 2014848, respectively (5,98¢) 1,58
Gain (loss) on derivatives, n $ 5,46( $ 2,242
Current period settlements on r-trading derivative—cash flow hedge $ — $(1,37¢)
Current period settlements on -trading derivative: (12,909 (562)
Current period settlements on trading derivativesl{ding current period settlements on trading\dgives—

affiliates, net of $217 and $37 for the three merehded March 31, 2014 and 2013, respecti\ 2,70¢ 46¢
Total current period settlements on derivati $(10,197) $(1,477)

Gains (losses) on trading derivative instrumenésracorded in net asset optimization revenues aints dlosses) on namading derivativ
instruments are recorded in retail revenues oil idat of revenues on the condensed combinednseatts of operations.
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Fair Value of Derivative | nstruments

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

March 31, 2014

Gross Cash
Amounts Collateral Net Amount
Description Gross Asset Offset Net Asset: Offset Presented
Non-trading commodity derivatives (including non-tnagli
derivative—affiliates, net of $157 $ 5,541 $(1,707) $ 3,83¢ $ — $ 3,83
Trading commodity derivative 1,23( (989) 241 — 241
Total Current Derivative Asse $ 6,771 $(2,69€) $ 4,07t $ — $ 4,07¢
Non-trading commodity derivative $ 44 $ (42 $ 2 $ — $ 2
Total Nor-current Derivative Asse! $ 44 $ (42 $ 2 $ — $ 2
Total Derivative Asset $ 6,81f $(2,73¢) $ 4,075 $ — $ 4,077
March 31, 2014
Gross Cash
Amounts Collateral Net Amount
Gross Net
Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $(3,65¢) $1,70i $(1,95)) $ — $ (1,95)
Trading commodity derivative (1,549 98¢ (554) — (5549)
Total Current Derivative Liabilitie $(5,20)) $2,69¢ $(2,505) $ — $ (2,50%)
Non-trading commodity derivative $ (12¢) $ 42 $ (89 $ — $ (84)
Total Nor-current Derivative Liabilitie: $ (126 $ 42 $ (89 $ — $ (84
Total Derivative Liabilities $(5,32)) $2,73¢ $(2,589 $ — $ (2,589
December 31, 201
Gross Cash
Amounts Collateral Net Amount
Description Gross Asset Offset Net Asset: Offset Presented
Non-trading commodity derivatives $ 11,56¢ $(6,89¢) $ 4,66¢ $ — $ 4,66¢
Trading commodity derivative 3,94¢ (544) 3,40¢ — 3,40¢
Total Current Derivative Asse $ 15,518 $(7,447) $ 8,071 $ — $ 8,071
Non-trading commodity derivative $ 10C $ (99 $ 6 $ — $ 6
Trading commodity derivative 14 (14) — — —
Total Nor-current Derivative Asse! $ 114 $ (109 $ 6 $ — $ 6
Total Derivative Asset $ 15,62 $(7,550) $ 8,07i $ — $ 8,07i
December 31, 201
Gross Cash
Amounts Collateral Net Amount
Gross Net
Description Liabilities Offset Liabilities Offset Presented
Non-trading commodity derivatives $(8,289) $6,89¢ $(1,39)) $ — $ (1,39)
Trading commodity derivative (98€) 544 (442) — (442)
Total Current Derivative Liabilitie $(9,275) $7,44: $(1,839) $ — $ (1,839
Non-trading commodity derivative $ (120 $ A $ (26 $ — $ (2€)
Trading commodity derivative (6) 14 8 — 8
Total Nor-current Derivative Liabilitie: $ (12¢) $ 10¢ $ (19 $ — $ (18)
Total Derivative Liabilities $(9,40)) $7,55( $(1,85)) $ — $ (1,85)
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Accumulated Other Comprehensive | ncome

The following table summarizes the effects on them@anys accumulated OCI balance attributable to cash flmege derivativ
instruments for the periods indicated (in thousgnds

Three Months

Ended
March 31,
2014 2013
Accumulated OCI balance, beginning of period $— $(2,53€)
Deferred gain (loss) on cash flow hedge derivaitistruments — 3,211
Reclassification of accumulated OCI net to incc — (282)
Accumulated OCI balance, end of per $— $ 39:

The amounts reclassified from accumulated OClimtome and any amounts recognized in income framrteffective portion of cash flc
hedges are recorded in retail cost of revenuedume 2013, the Company elected to discontinue ftmsthedge accounting.

Credit Risk Related Contingent Features

Certain of the Compang’'derivative instruments contain provisions thguie the Company to post collateral if the coypaety determine
that there has been deterioration in credit quadjgnerally termed “adequate assurangaier the agreements. The collateral requirednies:
derivative instruments $13.9 million as of March 3014, which included only outstanding lettersiEdit as discussed in Note 4 “Lofigfr
Debt”.

7. Commitments and Contingencies

From time to time, the Company may be involved egal, tax, regulatory and other proceedings indtdinary course of busine
Management does not believe that we are a pargnyolitigation that will have a material impact tme Companys combined financi
condition or results of operations.

8. Transactions with Affiliates

The Company enters into transactions with and pay&in costs on behalf of affiliates that are camiy controlled in order to redu
administrative expense, create economies of scalesapply goods and services to these relatedepaithe Company also sells and purct
natural gas and electricity with affiliates. ThenGimany presents receivables and payables withaaéfion a net basis on the combined ba
sheets as all affiliate activity is with partiesden common control.

Accounts Receivable-Affiliates

The Company recorded current accounts receivabféhiates of $7.3 million and $6.8 million as ofdvch 31, 2014 and December 31, 2!
respectively, for certain direct billings and calibcations for services the Company provided fiiaks and sales or purchases of natura
and electricity to affiliates.

Revenues and Cost of Revenues-Affiliates

Prior to Marlin’s IPO on July 31, 2013, the Company provided nhgasa to Marlin, who is a processing service prevjdvhereby Marli
gathered natural gas from the Company and othet farties, extracted NGLs, and redelivered thegssed natural gas to the Company
other third parties. Marlin replaced energy usegriscessing due to the extraction of liquids, cagspion and transportation of natural gas
fuel by making a payment to the Company at markieep. Revenuesffiliates, recorded in net asset optimization rewes in the combin
statements of operations, related to Masglipayments to the Company for replaced energyhithree months ended March 31, 2013 was
million.

Beginning on August 1, 2013, the Marlin processaggeement was terminated and the Company and anaffil&te entered into ¢
agreement whereby the Company purchases naturélayaghe affiliate at the tailgate of the Marlifapt. Cost of revenueaffiliates, recorde
in net asset optimization revenues in the combatattments of operations for the three months eNtdh 31, 2014 related to this agreer
were
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$8.1 million. The Company purchased natural gasutiirdparty contracts and sold the processed naturatagtee affiliate at the Marl
tailgate while the affiliate worked to have therthparty contracts assigned to it. Revena#iates, recorded in net asset optimization rexe
in the combined statements of operations for theetimonths ended March 31, 2014 were related sethales were $2.5 million.

Additionally, the Company entered into a natura$ geansportation agreement with Marlin, at Masirgipeline, whereby the Compe
transports retail natural gas and pays the highéj a minimum monthly payment or (ii) a transpion fee per MMBtu times actual volun
transported. The current transportation agreemeastset to expire on February 28, 2013, but wasdgtkfor three additional years at a fi
rate per MMBtu without a minimum monthly paymentcluded in the Company’s results are cost of regsaffiliates, recorded in retail cc
of revenues in the condensed combined statememiparétions related to this activity is less th@mldmillion and $0.1 million for the thr
months ended March 31, 2014 and 2013, respectively.

The Company also purchases electricity for aniaffiland sells the electricity to the affiliatettae same market price that the company
to purchase the electricity. Sales of electricityhe affiliate were $1.5 million and $0.2 millidor the three months ended March 31, 2014
2013, respectively, which is recorded in retailerewes-affiliate in the condensed combined statesrafrdperations.

Also included in the Company’s results are costesenuesaffiliates related to derivative instruments, relma in net asset optimizati
revenues in the combined statements of operatisresgain of $0.2 million and a loss of less tharil$million as of March 31, 2014 and 2C
respectively.

Cost allocations

The Company paid certain expenses on behalf dfaaéfs, which are reimbursed by the affiliateshte Company, including costs that cai
specifically identified and certain allocated oveal costs associated with general and administraéiwices, including executive managen
facilities, banking arrangements, professional ,féesurance, information services, human resousses other support departments to
affiliates. Where costs incurred on behalf of tifiiate could not be determined by specific idéiction for direct billing, the costs we
primarily allocated to the affiliated entities bdsen percentage of departmental usage, wages dcdwat. The total amount direct billed
allocated to affiliates for the three months entftedch 31, 2014 and 2013 was $1.9 million and $1il#am, respectively, and is recorded &
reduction in general and administrative expenséisdrcondensed combined statements of operations.

The Company pays residual commissions to an afiliar all customers enrolled by the affiliate whay their monthly retail gas or rei
electricity bill. Commission paid to the affiliateas less than $0.1 million for the three monthseenilarch 31, 2014 and 2013, respecti\
which is recorded in general and administrativeegge in the condensed combined statements of aperat

Member Distributions and Contributions

During the three months ended March 31, 2014 ari8,2the Company made net capital distributions toK&ith Maxwell Il of $14.
million and $14.2 million, respectively. In contelafion of the Companyg’ Offering, in April 2014, the Company entered iato agreeme
with an affiliate to permanently forgive all nettetanding accounts receivable balances from thibagdf As such, the accounts receivi
balances from the affiliate have been eliminatedi gnesented as a distribution to W. Keith MaxwiIfdr 2014 and 2013.

9. Segment Reporting

The Companys determination of reportable business segmentsidens the strategic operating units under whiah @ompany maki
financial decisions, allocates resources and assgg&sformance of its retail and asset optimizabasinesses.

The Companys reportable business segments are retail natasahgd retail electricity. The retail natural gagraent consists of natural |
sales to, and natural gas transportation and lligion for, residential and commercial customerssei optimization activities, considerec
integral part of securing the lowest price natgas to serve retail gas load, are part of thelnetdural gas segment. The Company recc
asset optimization revenues of $132.9 million a8dl.$ million and asset optimization cost of revenoe$131.3
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million and $92.4 million for the three months edd®larch 31, 2014 and 2013, respectively, which @esented on a net basis in a
optimization revenues. The retail electricity segimeonsists of electricity sales and transmissionesidential and commercial custom
Corporate and other consists of expenses and a¥stis retail natural gas and retail electriciggsents that are managed at a consoli
level such as general and administrative expenses.

To assess the performance of the Compmamgerating segments, the chief operating decisiaker analyzes retail gross margin.
Company defines retail gross margin as operatimgnre less (i) depreciation and amortization expgnée general and administrat
expenses, (iii) net asset optimization revenue$,ngt gains (losses) on derivative instruments, @) net current period cash settlement
derivative instruments. The Company deducts netsgdosses) on derivative instruments, excludingesu period cash settlements, from
retail gross margin calculation in order to remtwe non-cash impact of net gains and losses ouala instruments.

Retail gross margin is a primary performance measged by our management to determine the perfaenahour retail natural gas ¢
electricity business by removing the impacts of asget optimization activities and net n@ash income (loss) impact of our economic hec
activities. As an indicator of our retail energysmess’operating performance, retail gross margin shooldbe considered an alternative tc
more meaningful than, operating income, as detexchin accordance with GAAP. Below is a reconcitiatdf retail gross margin to incoi
before income tax expense.

Three Months Ended March 31,

2014 2013

Reconciliation of Retail Gross Margin to Income befre taxes

Income before income tax exper $ 9,72¢ $ 14,62
Interest and other incon (70 (12
Interest expens 31Z 384

Operating Incom: 9,972 14,99¢
Depreciation and amortizatic 2,95¢ 5,03(
General and administrati 8,11: 9,27¢
Less:
Net asset optimization reven 1,62¢ (1,157%)
Net, Gains (losses) on derivative instrume 11,44¢ 66(
Net, Cash settlements on derivative instrum (12,90) (1,940

Retail Gross Margin $ 20,87 $ 31,74(

The accounting policies of the business segmemtster same as those described in the summary mifiségt accounting policies. T
Company uses gross margin and net asset optimizaegieenues as the measure of profit or loss fobiisiness segments. This mea
represents the lowest level of information thairisvided to the chief operating decision makerdiar reportable segments.

Financial data for business segments are as fofmikousands):

Corporate
Retail Retail

Three Months Ended March 31, 201« Electricity Natural Gas and Other Eliminations Spark Retail
Total Revenues $ 43,027 $ 65,14¢ $ — $ — $ 108,17t
Retail cost of revenue 37,35: 49,78( — — 87,13:
Less:

Net asset optimization revent — 1,62¢ — — 1,62¢
Gains (losses) on retail derivative instrume 9,88¢ 1,55¢ — — 11,44¢
Current period settlements on -trading derivative: (11,039 (1,867 — — (12,90)
Retail gross margi $ 6,82 $ 14,05¢ $ — $ - $ 20,87«
Total Asset: $ 45,94 $112,70: $ 1,08( $(31,08) $ 128,64(
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Corporate
Retail Retail

Three Months Ended March 31, 201! Electricity Natural Gas and Other Eliminations Spark Retail
Total revenues $47,43¢ $ 51,857 $ — $ — $ 99,29¢
Retail cost of revenue 34,45 35,53¢ — — 69,99
Less:

Net asset optimization revent — (1,157 — — (1,157
Gains (losses) on retail derivative instrume 1,95: (1,299 — — 66(
Current period settlements on -trading derivative: (1,429 (51€) — (1,940
Retail gross margi $12,45: $ 19,28 $ — $ — $ 31,74
Total Assets $42,39: $ 95,11( $ 88: $ (29,809 $ 108,58:

Significant Customers

For the three months ended March 31, 2014, we Heed significant customer that individually accounted more than 10% of tl
Company’s combined net asset optimization revenues.

Significant Suppliers

For the three months ended March 31, 2014, we hadsignificant supplier that individually accounfed more than 10% of the Company’
combined net asset optimization revenues.

For the three months ended March 31, 2014 the Coynpad one significant supplier that individuallgcaunted for more than 10% of
Company’s combined retail electricity retail cotevenues.

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 sheepaifk Energy, Inc. (“SEI")as of April 22, 2014. This financial statement l&
responsibility of SEI's management. Our responisybig to express an opinion this financial stateigased on our audit.

We conducted our audit in accordance with the stadsd of the Public Company Accounting Oversight loéUnited States). Tho
standards require that we plan and perform thetdodbbtain reasonable assurance about whethebdlfence sheet is free of mate
misstatement. An audit includes examining, on taldasis, evidence supporting the amounts and digids in the balance sheet. An audit
includes assessing the accounting principles usddignificant estimates made by management, dsasevaluating the overall balance s
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the balance sheet referred to alpresents fairly, in all material respects, thefioial position of Spark Energy, Inc. a:
April 22, 2014, in conformity with U.S. generallg@pted 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 receivab-affiliate

Total Assett

Liabilities and Stockholder's Equity:

Liabilities

Stockholder's Equity:
Common stock, $0.01 par value per share; authofdiZg@D shares; 1,000 shares issued and outsta
Total Liabilities and Stockhold’s Equity

The accompanying notes are an integral part of thisfinancial statements.
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SPARK ENERGY, INC.
NOTES TO THE FINANCIAL STATEMENT
1. Nature of Operations

Spark Energy, Inc. (“SEI”) is a Delaware corporatiormed on April 22, 2014. SEI was formed by Sparergy Ventures, LLC Sparl
Energy Ventures”). Spark Energy Ventures is whallned by NuDevco Partners Holdings, LLC (“NuDevcoldings”), which is wholly
owned by NuDevco Partners, LLC, which is wholly @drby W. Keith Maxwell 111.

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 thtbeglate of issuance of the balance sheet. Anyriabseibsequent events that h
occurred during this time have been properly recmghor disclosed in the balance sheet or notdsetfinancial statement.
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APPENDIX A

CFTC. The Commodity Futures Trading Commission.

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

FERC. The Federal Energy Regulatory Commission, a reguldtody which regulates, among other things, te&idution and marketing
of electricity and the transportation by interstaifgelines of natural gas in the United States.

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

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

MWh. One megawatt hour, a unit of electricity equal 80D kilowatt hours (kwWh), or the amount of eneegpal to one megawatt of
constant power expended for one hour of time.

Non-POR Market. A non-purchase of accounts receivable market.
POR Market. A purchase of accounts receivable market.

RCE. A residential customer equivalent. A RCE refera twatural gas customer with a standard consumpfi@00 MMBtus per year or an
electricity customer with a standard consumptiod@MWhs per year.

REP . A retail electricity provider.
RTO. A regional transmission organization. A RTO is idiparty entity that manages transmission infradtre in a particular region.
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Shares

sparkenergy

Spark Energy, Inc.

Class A Common Stock

PROSPECTUS

, 2014

Baird
Stifel

You should rely only on the information containadtis prospectus or in any free writing prospe&park Energy, Inc. may authorize tc
delivered to you. Until , 2014 (25 daafter the date of this prospectus), federal sdéeariaws may require all dealers that ef
transactions in the trust units, whether or notipipating in this offering, to deliver a prospestd his is in addition to the dealedligation tc
deliver a prospectus when acting as underwritedsagth respect to their unsold allotments or suipsions.
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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 statetaithe amounts of all expenses (excluding undéingr discounts and commissiol
payable in connection with the registration of @lass A common stock offered hereby. With the efioapf the SEC registration fee and
FINRA filing fee, the amounts set forth below astimates.

SEC registration fe $11,85(
FINRA filing fee 14,99(
NASDAQ listing fee
Accountant’ fees and expens
Legal fees and expens
Printing and engraving expens
Transfer agent and registrar fe
Miscellaneous

Total

* % X X X

&
*

* To be provided by amendme
Iltem 14. Indemnification of Directors and Officers

Section 145 of the DGCL provides that a corporatiy indemnify any person who was or is a partys dinreatened to be made a part
any threatened, pending or completed action, syitraceeding, whether civil, criminal, administvaior investigative (other than an actior
or in the right of the corporation by reason of thet that he is or was a director, officer, empgleyor agent of the corporation, or is or
serving at the request of the corporation as attireofficer, employee or agent of another corfiora partnership, joint venture, trust or of
enterprise), against expenses (including attornfges), judgments, fines and amounts paid in sedttéractually and reasonably incurrec
him in connection with such action, suit or prodagdf he acted in good faith and in a manner lesoaably believed to be in or not oppose
the best interests of the corporation and, witlpeesto any criminal action or proceeding, had emsonable cause to believe his conduct
unlawful. A similar standard is applicable in thase of derivative actions (i.e., actions by orhe tight of the corporation), except t
indemnification extends only to expenses, includittgrneysfees, incurred in connection with the defense titeseent of such action and -
statute requires court approval before there caanyeindemnification where the person seeking indéoation has been found liable to
corporation.

Our certificate of incorporation and bylaws willrtain provisions that limit the liability of our iictors and officers for monetary dame
to the fullest extent permitted by the DGCL. Consagly, our directors will not be personally liakite us or our shareholders for mone
damages for breach of fiduciary duty as a dire@wrcept liability:

« for any breach of the direc’s duty of loyalty to our company or our sharehadd

« for any act or omission not in good faith or thatdlve intentional misconduct or knowing violatiohlaw;
e under Section 174 of the DGCL regarding unlawfuidinds and stock purchases

« for any transaction from which the director deriadimproper personal bene

Any amendment to, or repeal of, these provisiorlsnet eliminate or reduce the effect of these jsmns in respect of any act, omissiol
claim that occurred or arose prior to that amendroerepeal. If the DGCL is amended to provideftather limitations on the personal liabil
of directors or officers of corporations, then thersonal liability of our directors and officersiwtbe further limited to the fullest exte
permitted by the DGCL.
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In addition, we have entered into indemnificatigre®ments with our current directors and officeystaining provisions that are in so
respects broader than the specific indemnificapimvisions contained in the DGCL. The indemnifioatagreements require us, among ¢
things, to indemnify our directors against certigaibilities that may arise by reason of their statu service as directors and to advance
expenses incurred as a result of any proceedingsighem as to which they could be indemnified. &l&® intend to enter into indemnificat
agreements with our future directors and officers.

We intend to maintain liability insurance policidgat indemnify our directors and officers againatious liabilities, including certa
liabilities under arising under the Securities Antl the Exchange Act, which may be incurred by thetheir capacity as such.

The proposed form of Underwriting Agreement filedEaxhibit 1.1 to this registration statement pregidor indemnification of our directc
and officers by the underwriters against certaibilities arising under the Securities Act or othise in connection with this offering.

Insofar as indemnification for liabilities arisingnder the Securities Act may be permitted to dimesstofficers or persons controlling
pursuant to the foregoing provisions, we have hatarmed that in the opinion of the SEC, such inddipation is against public policy
expressed in the Securities Act and is therefoemfarceable.

ltem 15.  Recent Sales of Unregistered Securities

In connection with our incorporation on April 22022 under the laws of the State of Delaware, weeid<,000 shares of our common st
par value $0.01 per share, to Spark Energy Ventigrean aggregate purchase price of $10.0. Thezarises were offered and sold by u:
reliance upon the exemption from the registrateguirements provided by Section 4(a)(2) of the 8tes Act. These shares will be redeel
for nominal value in connection with our reorgartiaa.

Item 16. Exhibits and Financial Statement Schedules

(a) Exhibits
Exhibit
number Description
*1.1 Form of Underwriting Agreemel
*3.1 Form of Amended and Restated Certificate of Incaapion of Spark Energy, In
*3.2 Form of Amended and Restated Bylaws of Spark Enéngy
*4.1 Form of Class A Common Stock Certifici
*4.2 Form of Reorganization Agreeme
*5.1 Opinion of Vinson & Elkins L.L.P. as to the legglibf the securities being registet
*10.1 Credit Facility
*10.2 Amended and Restated Credit Faci
*10.31 Form of Lon¢-Term Incentive Plai
*10.41 Form of Award Agreemer
*10.5 Form of Tax Receivable Agreeme
*10.6 Form of Spark HoldCo, LLC First Amended and Restatienited Liability Agreemen
*10.7 Form of Indemnification Agreeme
*10.8 Form of Registration Rights Agreeme
*10.9 Management Services Agreem
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Exhibit
number Description
21.1 List of Subsidiaries of Spark Energy, I
23.1 Consent of KPMG LLF
*23.2 Consent of Vinson & Elkins L.L.P. (included as pafrExhibit 5.1 hereto
24.1 Power of Attorney (included on the signature paiginis Registration Statemer
99.1 Consent of DNV G—Energy
99.2 Consent of James G. Jones Il, as director non
99.3 Consent of John Eads, as director nom
99.4 Consent of Kenneth M. Hartwick, as director nomi

* To be filed by amendmer
t  Compensatory plan or arrangeme

(b) Financial Statement Schedules. Financial statéschedules are omitted because the requiredviafmn is not applicable, not requi
or included in the financial statements or the sdtereto included in the prospectus that formaragd this registration statement.

ltem 17.  Undertakings

The undersigned registrant hereby undertakes widedo the underwriters at the closing specifiethie underwriting agreement certifice
in such denominations and registered in such nasesquired by the underwriters to permit promgitvdey to each purchaser.

The undersigned registrant hereby undertakesftirathe purpose of determining liability under tBecurities Act of 1933 to any purcha
each prospectus filed pursuant to Rule 424(b) asgba registration statement relating to an affgr other than registration statements rel
on Rule 430B or other than prospectuses filed liaree on Rule 430A, shall be deemed to be paaihdfincluded in the registration staten
as of the date it is first used after effectiven®ssvided, however, that no statement made igiatration statement or prospectus that is p:
the registration statement or made in a documeatrporated or deemed incorporated by referencetliaegistration statement or prospe
that is part of the registration statement will,tasa purchaser with a time of contract of sal®mptd such first use, supersede or modify
statement that was made in the registration statemreprospectus that was part of the registrasimtement or made in any such docur
immediately prior to such date of first use.

The undersigned registrant hereby undertakesftivatie purpose of determining liability of the gtgant under the Securities Act of 193
any purchaser in the initial distribution of thecssties, in a primary offering of securities ofettundersigned registrant pursuant to
registration statement, regardless of the undengrinethod used to sell the securities to the mseh if the securities are offered or sol
such purchaser by means of any of the following rmomications, the undersigned registrant will beeles to the purchaser and will
considered to offer or sell such securities to quatthaser:

(i) Any preliminary prospectus or prospectus of tilelersigned registrant relating to the offeringuieed to be filed pursuant to Rule 424;

(i) Any free writing prospectus relating to thefaring prepared by or on behalf of the undersigreggistrant or used or referred to by
undersigned registrant;

(iii) The portion of any other free writing prosyes relating to the offering containing materigbimation about the undersigned regist
or its securities provided by or on behalf of timelersigned registrant; and

(iv) Any other communication that is an offer iretbffering made by the undersigned registrantépilrchaser.
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Insofar as indemnification for liabilities arisinopnder the Securities Act may be permitted to dines;tofficers and controlling persons of
registrant pursuant to the foregoing provisionspthierwise, the registrant has been advised thiueimpinion of the SEC such indemnifica
is against public policy as expressed in the StearAct and is, therefore, unenforceable. In thené that a claim for indemnification agai
such liabilities (other than the payment by thagsegnt of expenses incurred or paid by a direcifficer or controlling person of the registr
in the successful defense of any action, suit ocgeding) is asserted by such director, officecantrolling person in connection with -
securities being registered, the registrant willess in the opinion of its counsel the matter leen settled by controlling precedent, subr
a court of appropriate jurisdiction the questiorethier such indemnification by it is against pulpladicy as expressed in the Securities Act
will be governed by the final adjudication of suskue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability untlee Securities Act, the information omitted froine form of prospectus filed as part of
registration statement in reliance upon Rule 4384 eontained in a form of prospectus filed by thgistrant pursuant to Rule 424(b)(1
(4) or 497(h) under the Securities Act shall bende to be part of this registration statement abh®time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each p&stective amendment that contains a form of pros
shall be deemed to be a new registration staterstaiing to the securities offered therein, anddffering of such securities at that time s
be deemed to be the initial bona fide offering ¢oér
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SIGNATURES
Pursuant to the requirements of the Securities thetregistrant has duly caused this registrattatesient to be signed on its behalf by
undersigned, thereunto duly authorized, in the Gitilouston, State of Texas, on May 29, 2014.
SPARK ENERGY, INC.

By: /s/ Nathan Kroeke
Nathan Kroeke
President ancChief Executive Office

Each person whose signature appears below appdétben Kroeker, Georganne Hodges and Gil Melmad,each of them, any of whc
may act without the joinder of the other, as hisher true and lawful attorneys-fact and agents, with full power of substitutiond
resubstitution, for him or her and in his namegpland stead, in any and all capacities, to sigraad all amendments (including pastective
amendments) to this registration statement andragistration statement (including any amendmentetiog for this offering that is to
effective upon filing pursuant to Rule 462(b) untter Securities Act of 1933, as amended, andeadliit same, with all exhibits thereto, an
other documents in connection therewith, with teeBities and Exchange Commission, granting unit adorneys-infact and agents fi
power and authority to do and perform each andyeaetr and thing requisite and necessary to be dmnaylly to all intents and purposes a
or she might or would do in person, hereby ratfyand confirming all that said attorneysfact and agents or any of them or their ol
substitute or substitutes, may lawfully do or catasske done by virtue hereof.

Pursuant to the requirements of the Securities thid, registration statement has been signed byoll@ving persons in the capacities
May 29, 2014.

Signature Title
/s] W. Keith Maxwell Ill Chairman of the Board, Director

W. Keith Maxwell 11|

/s/ Nathan Kroeker Director, President and Chief Executive Officer
Nathan Kroeke (Principal Executive Officer)
/sl Georganne Hodges Chief Financial Officer
Georganne Hodges (Principal Financial Officer and

Principal Accounting Officer

-5



Table of Contents

Exhibit
number

*1.1
*3.1
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INDEX TO EXHIBITS

Description
Form of Underwriting Agreemel

Form of Amended and Restated Certificate of Incaapion of Spark Energy, In
Form of Amended and Restated Bylaws of Spark Enéngy

Form of Class A Common Stock Certifici

Form of Reorganization Agreeme

Opinion of Vinson & Elkins L.L.P. as to the legglibf the securities being registet
Credit Facility

Amended and Restated Credit Faci

Form of Lon¢-Term Incentive Plai

Form of Award Agreemer

Form of Tax Receivable Agreeme

Form of Spark HoldCo, LLC First Amended and Restatienited Liability Agreemen
Form of Indemnification Agreeme

Form of Registration Rights Agreeme

Management Services Agreem

List of Subsidiaries of Spark Energy, I

Consent of KPMG LLF

Consent of Vinson & Elkins L.L.P. (included as pafrExhibit 5.1 hereto
Power of Attorney (included on the signature pafjhis Registration Statemer
Consent of DNV G—Energy

Consent of James G. Jones I, as director non

Consent of John Eads, as director nom

Consent of Kenneth M. Hartwick, as director nomi

* To be filed by amendmer
t  Compensatory plan or arrangeme
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Exhibit 21.1
LIST OF SUBSIDIARIES OF SPARK ENERGY, INC.

Entity(1) Jurisdiction
Spark HoldCo, LLC Delaware
Spark Energy Gas, LL' Texas
Spark Energy, LLC Texas

(1) Following completion of the reorganization in cootien with the initial public offering of Spark Ergy, Inc.



Exhibit 23.1
CONSENT OF KPMG LLP
The Board of Directors of Spark Energy, Inc.:
We consent to the use of our reports included hexed to the reference to our firm under the haptiiixperts” in the prospectus.
/s KPMG LLP

Houston, Texas
May 29, 2014



Exhibit 99.1

DNV-GL

Nathan Kroeker, Preside DNV GL
Spark Energy, Inc. KEMA, Inc.
2105 CityWest Blvd. 67 South Bedford Street
Suite 100 Suite 201 East
Houston, TX 77042 Burlington, MA

01803

Tel: +1 781 273 5700
Fax: +1 781 229 486

Date:
April 25, 2014

Letter Agreement: Consent to use KEMA, Inc. (DNV GL) Retail Energy Market Advisory Services Source Inbrmation

Dear Mr. Kroeker,

Spark Energy, Inc. (hereinafter “Spark”) has retegsonsent from KEMA, Inc. (hereinafter “DNV GL{§ publish in Spark’s Form S-1
Registration Statement, including a related progsedo be filed with the U.S. Securities and Exg@Commission (hereinafter “Registration
Statement”), certain summaries of and excerpts oV GL's proprietary Retail Advisory Energy Marketaterials known as the Retalil
Energy Outlook (hereinafter “Report”). For the ciolesation stated herein, Spark is hereby granteditged, non-exclusive, non-transferable
license to use DNV GL's Report solely as followEx¢tlusive Use”):

1.  Spark shall be authorized to use, distributeprilish solely the text and tables identified oh&dule A (“Permitted Text"). The
Permitted Text is denoted by yellow highlightingiyAmodifications to the Permitted Text, includingyalata from updated, revised
or new versions of the Report, must be approveDBRY GL in writing prior to publication or discloserby Spark and may be
subject to an additional fe

2. The Permitted Text shall be exclusively publéhed distributed within the text of Spark’s Regitbn Statement, including all
draft filings, pursuant to its initial public offiag, and any amendments thereto as well as usaayimesearch analyst presentation,
investor and/or lender presentation and in angggimade by Spark pursuant to the Securities ExghAnt of 1934. Except as set
forth in this Letter Agreement, Spark is prohibifeaim using, publishing, disseminating or distringtthe Permitted Text, or any
derivative of the Permitted Text, in any other mamor context

3. Spark shall reference and/or give attribution to\DGL solely as set forth in the Permitted Te

Except as otherwise modified by this consent, ¢heé and conditions set forth in the Retail Endvigiyket Service Subscription Enrollment
Form between DNV GL and Spark, attached as Sch&juleall remain in full force and effect. DNV Glakes no representations or
warranties, express or implied, as to the quaditguracy, completeness or reliability of the infation contained in the Report and/or the
Permitted Text. DNV GL, its directors, officers amahployees shall have no liability whatsoever withpect to the use of or reliance upon the
Report or Permitted Text. In no event shall DNV K& liable to Spark for any damages whatsoevendiieg but not limited to direct, indirect,
consequential, exemplary, special, incidental or

DNV GL Headquarters, Veritasveien 1, P.O.Box 3®22.Hgvik, Norway. Tel: +47 67 57 99 00. www.dnegin

KEMA, Inc.
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punitive damages including, without limitation, igsofits or revenues. Spark shall defend, indeynaifd hold DNV GL and all of its affiliates
including, parents, subsidiaries, employees, afficdirectors and representatives harmless fronagathst any and all claims, liabilities, costs
and damages including without limitation third yactaims and liabilities arising under or in anyywassociated with this Letter Agreement
and/or in any way associated with or arising oubpérk’s Exclusive Use. In no event will DNV GLiability ever exceed an aggregate
maximum of $50,000. This Agreement shall be govéilmeand construed in accordance with the lawh@Qommonwealth of Massachusetts
exclusive of its conflict of law rules.

As valuable consideration for the Exclusive Usear&shall pay to DNV GL a fixed fee of $50,000.p8yable within three business days from
the execution of this Letter Agreement. Unless wtise agreed by the parties, this Letter Agreeniextept for the indemnity and other
obligations stated in the paragraph immediatelywapshall terminate on December 31, 2014 if thiéahpublic offering fails to close prior to
that date.

The parties agree that the subscription held bykSjea DNV GL's Retail Advisory Services is not trsferable to any successor entity.

Yours truly,

KEMA, Inc.

Per /s/ Xander van der Meijden
Name: Xander van der Meijdt
Title: Treasure

Agreed and Accepted b

Per /s/ Nathan Kroeker
Nathan Kroeke
Presiden
Spark Energy, Inc

KEMA, Inc.



Exhibit 99.2
Consent of Director Nominee

Pursuant to Rule 438 of Regulation C promulgatedeuthe Securities Act of 1933, as amended (tBectirities Act ), in connection with
the Registration Statement on Form S-1 (tiRedistration Statement ”) of Spark Energy, Inc., the undersigned herehyseats to being named
and described as a director nominee in the Reti@tr&tatement and any amendment or supplememiytpr@spectus included in such
Registration Statement, any amendment to such Ratiig Statement or any subsequent Registratiate®ient filed pursuant to Rule 462(b)
under the Securities Act and to the filing or dttment of this consent with such Registration Statgrand any amendment or supplement
thereto.

IN WITNESS WHEREOF, the undersigned has executisdctinsent as of the 24th day of April, 2014.

/sl James G. Jones |l

James G. Jones Il



Exhibit 99.3
Consent of Director Nominee

Pursuant to Rule 438 of Regulation C promulgatedeuthe Securities Act of 1933, as amended (tBectirities Act ), in connection with
the Registration Statement on Form S-1 (tiRedistration Statement ”) of Spark Energy, Inc., the undersigned herehyseats to being named
and described as a director nominee in the Reti@tr&tatement and any amendment or supplememiytpr@spectus included in such
Registration Statement, any amendment to such Ratiig Statement or any subsequent Registratiate®ient filed pursuant to Rule 462(b)
under the Securities Act and to the filing or dttment of this consent with such Registration Statgrand any amendment or supplement
thereto.

IN WITNESS WHEREOF, the undersigned has executsdctinsent as of the 21st day of April, 2014.

/s/ John Eads
John Eads




Exhibit 99.4
Consent of Director Nominee

Pursuant to Rule 438 of Regulation C promulgatedeuthe Securities Act of 1933, as amended (tBeclrrities Act ), in connection wit
the Registration Statement on Form S-1 (tiRedistration Statement ) of Spark Energy, Inc., the undersigned hereby aisge being name
and described as a director nominee in the Retimtr&tatement and any amendment or supplementyopeospectus included in st
Registration Statement, any amendment to such Ratii;m Statement or any subsequent Registratiate®ent filed pursuant to Rule 462
under the Securities Act and to the filing or dtiaent of this consent with such Registration Statgnand any amendment or suppler
thereto.

IN WITNESS WHEREOF, the undersigned has executisdctinsent as of the 27th day of May, 2014.

/s/ Kenneth M. Hartwicl
Kenneth M. Hartwick




