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Safe Harbor Statement 

This presentation contains forward-looking statements that are subject to a number of risks and uncertainties, many of which are beyond our control. These forward-looking statements 
within the meaning of Section 27A of the Securities Act of 1933, as amended (the ñSecurities Actò) and Section 21E of the Securities Exchange Act of 1934, as amended (the 
ñExchange Actò) can be identified by the use of forward-looking terminology including ñguidance,ò ñmay,ò ñshould,ò ñlikely,ò ñwill,ò ñbelieve,ò ñexpect,ò ñanticipate,ò ñestimate,ò ñcontinue,ò 
ñplan,ò ñintend,ò ñprojects,ò or other similar words. All statements, other than statements of historical fact included in this presentation, regarding strategy, future operations, financial 
position, estimated revenues and losses, projected costs, prospects, plans, objectives and beliefs of management are forward-looking statements. Forward-looking statements appear 
in a number of places in this presentation and may include statements about business strategy and prospects for growth, customer acquisition costs, ability to pay cash dividends, 
cash flow generation and liquidity, availability of terms of capital, competition, government regulation and general economic conditions. Although we believe that the expectations 
reflected in such forward-looking statements are reasonable, we cannot give any assurance that such expectations will prove correct. 

 

The forward-looking statements in this presentation are subject to risks and uncertainties. Important factors that could cause actual results to materially differ from those projected in 
the forward-looking statements include, but are not limited to: 

Å changes in commodity prices, 

Å extreme and unpredictable weather conditions, 

Å the sufficiency of risk management and hedging policies, 

Å customer concentration, 

Å federal, state and local regulation,  

Å key license retention, 

Å increased regulatory scrutiny and compliance costs, 

Å our ability to borrow funds and access credit markets, 

Å restrictions in our debt agreements and collateral requirements, 

Å credit risk with respect to suppliers and customers, 

Å level of indebtedness, 

Å changes in costs to acquire customers, 

Å actual customer attrition rates, 

Å actual bad debt expense in non-POR markets, 

Å accuracy of internal billing systems, 

Å ability to successfully navigate entry into new markets, 

Å whether our majority stockholder or its affiliates offer us acquisition opportunities on terms that are commercially acceptable to us, 

Å ability to successfully and efficiently integrate acquisitions into our operations 

Å changes in the assumptions we used to estimate our 2016 Adjusted EBITDA, including weather and customer acquisition costs, 

Å competition, and 

Å other factors discussed in ñRisk Factorsò in our Form 10-K for the year ended December 31, 2015, our Quarterly Reports on Form 10-Q for 2016 and in our other public filings 
and press releases. 

 

You should review the risk factors and other factors noted throughout or incorporated by reference in this presentation that could cause our actual results to differ materially from those 
contained in any forward-looking statement. The Adjusted EBITDA guidance for 2016 is an estimate as of November 7, 2016. This estimate is based on assumptions believed to be 
reasonable as of that date. All forward-looking statements speak only as of the date of this presentation. Unless required by law, we disclaim any obligation to publicly update or revise 
these statements whether as a result of new information, future events or otherwise. It is not possible for us to predict all risks, nor can we assess the impact of all factors on the 
business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements. 

 

In this presentation, we refer to EBITDA and Adjusted EBITDA, which are non-GAAP financials measures the Company believes are helpful in evaluating the performance of its 
business. Except as otherwise noted, reconciliation of such non-GAAP measures to the relevant GAAP measures can be found at the end of this presentation.  



Spark Energy at a Glance 

Spark Energy, Inc. Independent Retail Energy Services Provider 

 

Headquartered: Houston, TX 

Founded: 1999 

IPO: July 2014 

Ticker / Exchange: SPKE / NASDAQ Global Select Market 

Market Capitalization: $421.4MM 

Debt $29.8MM 

Enterprise Value: $451.2MM 

Annual Dividend: $1.45 (paid quarterly) 

Implied Dividend Yield:  5.8% 

 

17 Years of Dedicated Service to the Deregulated Energy Markets 

Market Data as of November 7, 2016  
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Spark Energy Highlights 

Á 2016 annual Adjusted EBITDA guidance of $80MM - $85MM 

Á Seven acquisitions completed since IPO, creating significant shareholder 

value 

Á Recently closed Provider acquisition and Major Energy drop-down from 

sponsor, adding approximately 340,000 RCEs, 24 new markets, and two 

new states 

Á Aligned sponsor supports growth strategy while reducing risks 

Á Sponsor owns 10,714,592 of Class A and Class B shares1, representing 

approximately 64% of the Companyôs outstanding capital  

Á Sponsor plans to continue purchasing, de-risking, and dropping companies 

down to Spark 

Á Full supply desk and risk department work together to hedge portfolio and 

optimize margins 

Á Quarterly dividends of $0.3625 ($1.45 annualized) since IPO in July 2014 

Á Highly experienced senior management team 

Á Total Shareholder Return of ~104% since January 2015 
1Shares as of November 7, 2016 
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How Spark Energy Serves its Customers 

Delivering Electricity Delivering Natural Gas 

GENERATION 

SPARK ENERGY SPARK ENERGY 

DISTRIBUTION DISTRIBUTION 

PRODUCTION TRANSPORTATION TRANSMISSION 

Green and Renewable 

Products 

Stable and Predictable 

Energy Costs 

Potential Cost 

Savings 

Our Value Proposition to the Customer 
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Opportunities for Organic and M&A Growth 

Natural Gas 

Electricity 

39MM Eligible Customers1,2 

18% Penetration 

<1% Spark Share 

63MM Eligible Customers2 

32% Penetration 

<1% Spark Share 

Only 18% of eligible natural gas customers 

and 32% of eligible electricity customers 

have made a competitive supplier choice2 

V Highly fragmented competitive market of 

independent energy retailers 

V Majority with < 300,000 customers 

V Sparkôs corporate structure and relationship 

with its Sponsor provides the ability to finance 

and transact quickly 

 

Potential for Accretive Transactions with 

Synergies 

M&A Opportunities Remain Strong 

Scale / Density V 
Geography V 
Products V 
Synergies V 

Growth Engine V 

Strategic M&A Criteria 

Source: DNV GL, EIA 
1Residential customers only 
2Eligible customers defined as customers in deregulated states 



6 

Customer Lifetime Value Strategy 

Actively Managed Customer Base Drives Profitability 

Á Multi-channel sales 

Á Diverse sales geography 

Á Leverage analytics to 

determine market entry and 

product tailoring 

Á Contracted revenue model 

with subscription-like flow 

Sophisticated Customer 

Acquisition Model 

Á Attractive EBITDA margin 

and cash flow conversion 

Á Targeted payback period is 

12 months 

Á Long-standing customer 

relationships 

Create Long-Tenure, High 

Value Customers 

ÁAnalyze historical usage and 

attrition data to optimize 

customer profitability 

ÁCustomer retention team 

focused on product selection, 

renewal, and cross-sell 

opportunities 

ÁWin-back strategy leverages 

customers across multiple 

brands 

ÁProvide high-quality service 

Increase Lifetime Value 



7 

Sparkôs Geographical Diversity: 

18 States and 90 Utility Territories 

Residential Customer Equivalents RCEs 

(In thousands) Electricity Percent Natural Gas  Percent Total Percent 

East 441 80% 116 58% 557 74% 

Midwest 51 9% 52 26% 103 14% 

Southwest 61 11% 32 16% 93 12% 

Total 553 100% 200 100% 753 100% 

RCE counts are as of September 30, 2016 and do not include contribution from eREX Spark Marketing joint venture in Japan 

Electricity        Natural Gas 
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Proven Track Record of Acquisitions and Integration 

Recent Transactions 

~65,000 RCEs 

13 New Markets 

 

July 2015 

~40,000 RCEs 

7 New Markets 

 

July 2015 

~14,000 Customers 

Connecticut  

 

December 2014 

~26,000 Customers 

Northern California 

 

March 2015 

~121,000 RCEs 

9 New Markets 

 

August 2016 

~220,000 RCEs 

15 New Markets 

 

August 2016 



9 

Multiple Brands and Sales Channels Enhance Our Ability to 

Acquire Customers Organically 

ÅMultiple brands allow for brand positioning and winback strategies not previously available 

ÅOutsourced vendor relationships allow rapid scaling and low fixed costs while driving quality, 

efficiency and flexibility 

ÅRecently instituted organic commission structure ensures customer quality and lifetime value 

 

 



  
73% 

  
27% 
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Portfolio Diversification 

64% 

36% 

Fixed 
74% 

Variable 
26% 

Commercial 

Residential 

Both product and customer mix, combined with geographic 

diversification supports stable cash flow 

Commodity Product Customer 

Based on RCEs as of September 30, 2016 

Electricity 

Gas 
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Conservative Capitalization Minimizes Risk 

Leverage Ratio1 

Debt2 $29.8MM 

TTM Adjusted EBITDA $73.3MM 

Leverage Ratio 0.4x 

Á $107.5 million syndicated credit facility 

Á $82.5 million working capital line 

Á $23.3 million drawn on $25.0 million acquisition tranche1 

Á Low cost of capital 

1As of September 30, 2016 
2Includes acquisition line portion of senior credit facility & convertible subordinated notes to affiliates 
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Managing Commodity Price Risk 

ÁProven hedging strategy that has been refined over Spark Energyôs 17 year 

history 

ÁDemonstrated ability to ñweather the stormò through up-and-down commodity 

markets, extreme weather events, and down economies 

Á Disciplined risk management supports aggressive growth plans 

Á Virtually all fixed price exposure is hedged 

Á Variable hedging policy based on individual market characteristics 

Á Hedging policy monitored closely by CFO and CRO 

Á Risk management policy approved by syndicate banks and Board of 

Directors 

Á Approximately $240MM in available credit with wholesale suppliers1 

1As of November 7, 2016 

Seasoned, in-house supply team provides a strong competitive 

advantage relative to our peers while ensuring risk mitigation 
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Creating Shareholder Value 

-25%

25%

75%

125%

175%

Jan-15 Apr-15 Jul-15 Oct-15 Jan-16 Apr-16 Jul-16 Oct-16

Spark Energy, Inc. NASDAQ Composite Russell 2000

As of November 7, 2016 

104% Total Shareholder 

Return since January 2015 

 

Total Shareholder Return assumes an investment of $100 on January 1, 2015 and also assumes the reinvestment of dividends 



Key Investment Highlights 

Proven Track 

Record of 

Accretive 

Acquisitions and 

Integrations 

7 
Transactions in 

the last 

twenty-four months 

Consistent 

Organic Growth 

~3% 
Organic customer 

growth last three 

years (CAGR) 

Conservative 

Capitalization 

and Risk 

Management 

0.4x 
Leverage Ratio 

Committed to 

the Dividend 

and Total 

Shareholder 

Return 

$1.45 
Annual Dividend 

Customer & 

Product 

Diversification 

Underpins our 

Dividend 

18 States 

90 Utilities 

2 Commodities 

8 Brands 

High Growth Sustainable Dividends 
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Aligned Sponsor Provides Access to Capital, Derisked M&A Opportunities, 

and Streamlined Customer Operations Services to Support Aggressive Growth 



Investor Relations Contact Information 

Investor Relations 

Spark Energy, Inc. 

12140 Wickchester Lane, Suite 100 

Houston, TX 77079 

http://ir.sparkenergy.com/ 

 

Contact: Andy Davis 

ir@sparkenergy.com 

832-200-3727 
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