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Section_________________

Rule __________________

Re Spectra Energy Corp Public

Incoming letter dated December 27 2012 Availability Lt QA

Dear Mr Hedgebeth

This is in response to your letter dated December 272012 concerning the

shareholder proposal submitted to Spectra Energy by Trillium Asset Management LLC

on behalf of the Sierra Club Foundation and Paul Katz Friends Fiduciary Corporation

Benedictine Sisters of Virginia and Zevin Asset Management LLC on behalf of the

Howard Webber Trust We also have received letter on the proponents behalf date

January 232013 Copies of all of the correspondence on which this response is based

will be made available on our website at http/Iwww.sec.gov/divisions/corPfifl/Cf

noaction/14a-8.sbtml Foryour reference brief discussion of the Divisions informal

procedures regarding shareholder proposals is also available at the same website address

Sincerely

TedYu
Senior Special Counsel

Enclosure

cc Jonas Kron

Trillium Asset Management LLC

jkron@trilliuminvest.com
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February 21 2013

Response of the Office of Chief Counsel

Division of Corporation Finance

Re Spectra Energy Corp

Incoming letter dated December 27 2012

The proposal requests that the board publish report on how the company is

measuring mitigating and disclosing methane emissions

We are unable to concur in your view that Spectra Energy may exclude the

proposal under rule 14a-8i3 We are unable to conclude that you have demonstrated

objectively that the proposal is materially false of misleading Accordingly we do not

believe that Spectra Energy may omit the proposal from its proxy materials in reliance on

rule l4a-8i3

We are unable to concur in your view that Spectra Energy may exclude the

proposal under rule 14a-8i7 In our view the proposal focuses primarily on the

environmental impacts of Spectra Energys operations and does not seek to micromanage

the company to such degree that exclusion of the proposal would be appropriate

Accordingly we do not believe that Spectra Energy may omit the proposal from its proxy
materials in reliance on rule 14a-8i7

We are unable to concur in your view that Spectra Energy may exclude the

proposal under rule 14a-8i10 Based on the information you have presented it does

not appear that Spectra Energys public disclosures compare favorably with the

guidelines of the proposal Accordingly we do not believe that Spectra Energy may omit

the proposal from its proxy materials in reliance on rule 4a-8i1

Sincerely

Joseph McCann

Attorney-Adviser



DWLSON OF CORPORATLGNFNANCE
INFORMAL PROCEDURES REGARDING SHA HOLDER PROPOSALS

The Division of Coiporation Finance believes that its responsibility with respect to

matters arising under Rule 14a-8 117 CFR 240 l4a8J as with other matters under the proxy

rules is to aid those who must comply with the rule by offering infOnnaladvice and suggestions

and to determine initially whether or not it may be appropriate in particular rilatter tq

rcominendeiforcement action to the Commission In connection with shareho1der proposal

under Rule 14a-.8 the Divisions.staff considers the informatiàn furnished to it by the Company
in support of its intºntionto exclude the proposals from the Companys proxy materials as well

as atIy information furnished by the proponent or the proponents rŁpresentativØ

Although Rule 14a-8k does not require communications from hareho1ders to the

CommissIons staff the staff will always consider information concerning alleged violations of

the statutes administered by the Commission iiicludiug argument as to whether or notactivities

proposed to be.takenotild be violative of thestatute or rule involvd The receipt by the staff

of such information however should not be construed as changing the stafFs informal

procedures andproxy reviewinto forrrialor adversary procedure

Itis important to note that the stafFs and COmmissions no-action sponses to
Ri1e 14a-8U submissions reflect only informal views The determinations reached in these no-
action letters do not and cannot adjudicate the merits ofacoinpanys position with respect to the

proposal Only court such a.a U.S District Court can decide whethera company is obligated

to include shareholder proposals in its proxy materials Accordingly discretionary

determination nOt to recommend or take Commission enforcement action does not preclude

proponent or any shareholder of a.company from pursuing any rights he or shc may have against

the company incourt should the management omit the proposal fromThe companys proxy

material
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January 232013

VIA e-mail shareholderproposals@sec.gov

Office of Chief Counsel

Division of Corporation Finance

U.S Securities and Exchange Commission

100 Street N.E

Washington D.C 20549

Re Spectra Energy Corps December 272012 Request to Exclude Shareholder Proposal of

The Sierra Club Foundation and Paul Katz and co-filers Friends Fiduciary Corporation the

Benedictine Sisters of Virginia and Zevin Asset Management LLC

Dear Sir/Madam

This letter is submitted on behalf of The Sierra Club Foundation and Paul Katz by Trillium

Asset Management LLC as theirdesignated representative in this matter and co-filers

Friends Fiduciary Corporation the Benedictine Sisters of Virginia and Zevin Asset

Management LLC hereinafter referred to as Proponents who are beneficial owners of

shares of common stock of Spectra Energy Corp hereinafter referred to as Spectra or the

Company and who have submitted shareholder proposal hereinafter referred to as

the Proposal to Spectra to respond to the letter dated December 27 2012 sent to the

Office of Chief Counsel by the Company in which Spectra contends that the Proposal may
be excluded fromthe Companys 2013 proxy statement under Rules 14a-8i3 and

10

We have reviewed the Proposal and the Companys letter and based upon the foregoing as

well as upon review of Rule 14a-8 it is our opinion that the Proposal must be included in

Spectras 2013 proxy statement because the subject matter of the Proposal transcends

the ordinary business of the Companyby focusing on significant social policy issue

confrontingthe Company the Proposal does not seek to micro-manage the Company

the Company has not substantially implemented the Proposal and it is not false

misleading or otherwise vague Therefore we respectfully request that the Staff not issue

the no-action letter sought by the Company

Pursuant to Staff Legal Bulletin 14D November 2008 we are filing our response via

mail in lieu of paper copies and are providing copy to Spectras General Counsel Reginald

Hedgebeth via e-mail at RDHedgebeth@spectraenergy.com

BOSTON DURHAM SAN FRANCISCO BA

711 .tIanticAenue 3WàIt.Maln Stre3t.Seonnd floor 100 Lastspor Landing Circle Suite 105

Boston Masachuset 02111-2809 Durham North CaroLina 21701321S Larlcsptit.CaUIomIa 94939-1141

417-423-66SS F.617-4824179 1919-688-1265 919-688-1451 115-925-0.105 ft 415-929-0108

800548-5684 800-a53-1311 aO093348o6



The Pronosal

The Proposal the full text of which is attached as Attachment requests

the Board of Directors publish report by October 2013 at reasonable cost and

omitting proprietary information for investors on how Spectra Energy is

measuring mitigating and disclosing methane emissions

Rule 14a-8i1O The Company has not substantially implemented the Proposal

The Commission has stated that exclusion is designed to avoid the possibility of

shareholders having to consider matters which have already been favorably acted upon by

the management.. Exchange Act Release No 125981976 Accordingly the Staff has

indicated that determination that the company has substantially implemented the

proposal depends upon whether the companys particular policies practices and

procedures compare favorably with the guidelines of the proposal Texaco Inc March 28

1991

In order for the company to meet its burden under the rule it must clearly demonstrate

that the companys actions satisfy both the proposals core concerns and its key elements

See e.g The Southern Company March 162011 The Coca-Cola Co January 19 2004

proposal seeking direct access to data while company only offering public report of

third party 3M Company March 2005 proposal seeking implementation on eleven

principles relating to human and labor rights in China not substantially implemented

despite companys comprehensive policies and guidelines ConocoPhillips January 31

2011 company report on Steps the Company has taken to reduce the risk of accidents

did not substantially implement proposal that sought reportthat described the Boards

oversight of safety when the company only made passing reference to the Boards role in

this area

The Company argues that its last sustainability report which focuses on 2010 and 2011

operations substantially implements the Proposal This argument is insufficient to meet

the Companys burden on its face as it is over year old at this time If the companys

argument is that the Proposal will be substantially implemented by May 2013 with the

issuance of new sustain ability report the Staff has been clear that future reports cannot

satisfy the rule TheJ.M Smucker Company May 201

But sethng those arguments aside it is equally clear that the Company has not already

acted favorably on these issues nor have its actions satisfied our core concerns and the

Proposals key elements The Proposal requests that Spectras Board of Directors publish



report for investors on how it is measuring mitigating and disclosing methane

emissions The Carbon Disclosure Projects CDP 2013 Oil and Gas supplements new

questionnaire on methane emissions is referenced as presenting widely accepted format

for disclosure as previous CDP reports have not adequately addressed methane leakage

report adequate for investors to assess the Companys strategy as referenced in the

Proposal would include the methane leakage rate as percentage of production or

throughput how the Company is measuring and mitigating emissions best practice worst

performing assets risk mitigation and environmental impact Other information useful to

investors to assess risk would include whether the Companyhas published policy in place

to reduce methane leakage if the Company has set quantitative goals for reducing methane

leakage if the Board reviews progress against policy technologies being implemented for

measurement and reduction and plans to upgrade older assets with best practice

technologies

While Spectra states that they measure the methane that escapes during the transmission

process1 and reference more efficient practices2 there is absolutely no detail provided

as to how such measuring and mitigating is conducted apart from referenced
participation

in the EPAs Natural Gas Star program reports from which are not publically available to

investors Disclosure is limited given this lack of detail

disclosure adequate to assess how Spectra is measuring methane emissions would
include Spectras methodology for measuring methane emissions the methane leakage rate

as percentage of production or throughput the leakage rate of best and worst performing

assets and the percentage of total assets measured Currently Spectra reports the metric

tons of CO 2e emitted but it is not clear if this number is only for pipeline assets the entire

value chain or only the largest assets Therefore it is not possible to determine leakage
rate

There is also no disclosure of the methodology for how the Company is measuring the

methane emissions which can vary tremendously from simple throughput estimates to

deploying measurement technologies Further there is also no disclosure of best orworst

performing assets Spectra states in their Sustainability Performance Scorecard that

Next Step isto focus on the accuracy of methane emissions in the United States3

implying current methodologies may fall short in accurately measuring the Companys full

environmental impact It is impossible to determine if current methodologies fall short

given the lack of disclosure of how they are currently measuring methane emissions The

1Spectia Energy 2011 2011 Sustainability Report

www.spectraenergy.com/sustainabilitv 18

2Specfua Energy 2011 2011 Sustainability Report

www.spectraenergy.com/sustainabilitv 17

Energy 2011 2011 Sustainability Report

www.spectraenergy.com/sustainability.9



Company also references study to more accurately measure our methane emissions and

better understand the sources of those emissions4 further implying current

methodologies may fall short public report on the findings of this study would be

useful step toward greater transparency disclosure and investor understanding of risk

and be in line with our request

disclosure adequate for investors to assess how Spectra is mitigating methane

emissions would include description of the Companys policy to reduce methane leakage

quantitative goals for reducing methane leakage technologies implemented for

measurement and reduction description of how the Company assesses risk plans to

upgrade older assets with best practice technologies and how the board reviews progress

against the Company policy Currently the Company does not have published policy to

reduce methane leakage has no quantitative goals for reduction and does not disclose how

they assess risk risk mitigation plan plans to upgrade assets or how the Board measures

progress The Company asserts that the Sustainability Report discloses the Companys
most significant programs to reduce methane emissions however no examples are given

of how the Company is implementingmore efficient practices to reduce methane leakage

Further the Company references detailed quantitative and qualitative information

regarding the Companys efforts to minimize its emissions of methane and description

of best practice management but detail is not provided on either The most descriptive

information is generic description of avoiding methane emissions by improving

operating procedures and through scheduled pipeline and operational facility integrity

management programs5 and having reduced methane emissionsby implementing more
efficient practices.6 The absolute methane emission reduction claim is only relevant to

reductions made in methane emissions between 2007 the baseline year of the Companys

sustainability report and the subsequent 2009 report Since 2009 methane emissions have

been increasing each year on an absolute basis which could be troubling signal to

investors given public uncertainty surrounding the environmental profile of natural gas

For all of these reasons we contend that the Company has not met its burden of

demonstratingthatit has substantially implemented the Proposal Specifically its failures

to provide any meaningful disclosure on measuring and mitigating methane releases is

evidence that the Company has not acted favorably on these issues nor have its actions

satisfied our core concerns and its key elements Accordinglywe respectfully urge the Staff

to reject the Companys arguments

Energy 2011 2011
Sustainability Report

www.spectraenergy.com/sustainabiIity 18

Energy CDP Report 2012
www.cdproiect.net/Sites/2012/27/17527/lnvesto r%2 OCDP%20 2012 /Pages/DisclosureV

iew.aspx

Energy 2011 2011 Sustainability Report

www.spectraenergv.com/sustainabilitv 17



II Rule 14a-8i7 The Proposal is focused on significant policy issue and does not

seek to micro-manage the Company

In 1998 the Commission explained

The policy underlying the ordinary business exclusion rests on two central

considerations The first relates to the subject matter of the proposal Certain tasks

are so fundamental to managements ability to run company on day to-day basis

that they could not as practical matter be subject to direct shareholder oversight

Examples include the management of the workforce such as the hiring promotion
and termination of employees decisions on production quality and quantity and the

retention of suppliers However proposals relating to such matters but focusing on

sufficiently significant social policy issues e.g significant discrimination matters

generally would not be considered to be excludable because the proposals would

transcend the day-to-day business matters and raise policy issues so significant that

it would be appropriate for shareholder vote

The second consideration relates to the degree to which the proposal seeks to

micro-manage the company by probing too deeply into matters of complex

nature upon which shareholders as group would not be in position to make an

informed judgment This consideration may come into play in number of

circumstances such as where the proposal involves intricate detail or seeks to

impose specific time-frames or methods for implementing complex policies

Exchange Act Release No 34-40018 May 21 1998 the1998 Release

Consequently key question for consideration in determining the permissibility of

proposal is what does the proposal focus on As the staff explained in Staff Legal Bulletin

14A July 12 2002 proposals that relate to ordinary business matters but that focus on

sufficiently significant social policy issues would not be considered to be excludable

because the proposals would transcend the day-to-day business matters

Methane emissions are clearly significant policy issue confronting the Company not only

because the impact of these emissions are significant contributors to climate change which

7With respect to the Companys arguments that the Proposal is excludable because it

focuses on the Companys choice of technologies we respectfully suggest the Company has

misapprehended the rule proposal that is excluded for focusing on choice of

technologies is proposal that does not focus on significant policy issue confronting the

company and therefore is excludable for focusing on the ordinary business of the company
and not on an issue that transcends the day-to-day affairs of the company



is well established as significant policy issue but also because the issue has become the

subject of widespread public debate

The New York Times addressed the question in depth in an April 112011 story entitled

Studies Say Natural Gas Has Its Own Environmental Problems.8

The problem the studies suggest is that planet-warming methane the chief

component of natural gas is escaping into the atmosphere in far larger quantities

than previously thought with as much as 7.9 percent of it puffing out from shale gas

wells intentionally vented or flared or seeping from loose pipe fittings along gas

distribution lines This offsets natural gass most important advantage as an energy

source it burns cleaner than other fossil fuels and releases lower carbon dioxide

emissions

The findings are certain to stir debate For much of the last decade the natural gas

industry has carefully cultivated green reputation often with the help of

environmental groups that embrace the resource as clean-burning bridge fuel to

renewable energy future The industry argues that it has vastly reduced the

amount of fugitive methanewith new technologies and upgraded pipe fittings and

other equipment

The Intergovernmental Panel on climate Change IPCC estimates.that methane has 72x

the short-term global warming impact of CO This impact has put natural gas

development and methane emissions management under question as recent academic

paper have revealed evidence of higher rates of leakage than previously estimated

January 2013 Nature Article entitled Methane leaks erode green credentials of natural

gas byline Losses of up to 9%show need for broader data onUS gas industrys

environmental impact describes findings from the latest study of the National Oceanic and

Atmospheric Association NOAA and the University of Colorado describing preliminary

results from afield study in the Uinta Basin in Utah suggesting 9% methane leakage rates.0

These results are over 3xthe EPAs 2.3% estimate based mainly on early 1990s data and

over Sx the industrys 1.6% estimate illustrating the large dissonance between current

reporting/estimates and scientific findings The team also revealed new evidence to affirm

findings from an earlier study in February 2012 which revealed 4% methane leakage rates

8http//www.nvtimes.com/201 1/04/12/business/energy-

environment/l2gas.html r1
9lntergovernmental Panel on climate Change 4th Assessment Report

http//www.iocc.ch/publications and data/publications and data reports.shtml.T9 CfIZjS

daw

10Tollefson Jeff Nature VOL 493 03 January 2013 doi 10.1038/493012



at the Denver/Julesburg field in Colorado 11
is troubling development as study by

the Environmental Defense Fund EDF and Princeton from April 2012 asserts that the

short-term climactic benefit of natural gas over coal is negated if the leakage rate exceeds

3.2%k 12
priorstudy by Cornell University professor Robert Howarth which garnered

public attention from Forbes and The New York Times has estimated total fugitive

emissions of 3.6% to 7.9% over the lifetime of well 13 2010 study out of Fort Worth

Texas also revealed highly skewed distribution of emissions with 10% of well sites

accounting for 70% of emissions14 underlining the concern expressed in the Proposal that

while some operations may incorporate best practice management...the risk of leaks at

high growth or select geographies can negate best practices elsewhere Studies are

continuing and results from the latest EDF and University of Texas study are expected in

the coming months

The findings of these various academic studies have been highlighted by publications such

as Forbes The New York Times and Bloomberg Business Week calling into question the

environmental profile of natural gas and highlighting the current debate The July 2012

Forbes article entitled Fugitive Methane Caught in the Act of Raising HG questions

whether natural gas is in fact better than coal from climate change perspective and

whether the current characterization of natural gas as bridge fuel from oil and gas to

non-fossil fuels is accurate 15

The New York Times concludes The first step in getting beyond this debate many
environmental advocates argue is forthe industry to stop refusing to take detailed

measure of its methane leakage rates to make that information public and to submitto

rules requiring them to capture jt.16 This sentiment points to weakness in current industry

environmental management of fugitive methane emissions as well as risk of regulation and

continued public scrutiny

The financial community is also following this issue closely For example HSB just issued

report entitled Shale water first leak later The climate benefits of shale gas could leak

and wash away.17 The report noting the controversy surrounding methane leakage

observed

11PØtron et al.J Geophys Res 117 D04304 2012
12Jvarez R.A Pacala S.W Winebrake J.L Chaineides W.L Hamberg S.P Proc Natl

Acad Sd USA 109 6435-6440 2012
13

http//thehill.com/ima ges/sto ries/blo gs/enery/howarth.pdf
I4

http//fortvorthtex as gov/gaswells/default.aspxid8 7074

15http//www.forbes.com/sites/jamesconca/201 2/07/1 5/fuitive-methan e-caught-in

the-act-of-raising- ghg/

16http//green.blogs.nytimes.com/201 1/04/1 2/fugitive-methane-stirs-debate-on-natural-

17https //www.research.hsbc.com/midas/Res/RDVao20key5 Vf4Ytg3 un356860.P
DF



We think 2013 will see continuation of the shale debate as more studies are

published These studies as well as public opinion Chart affect policy decisions

Countries such as the UKP Poland Canada and China are developing shale production

whilst others such as France and Bulgaria have banned fracturing The issue is also

highly divisive at subnational level Pennsylvania passed legislation last year

allowing shale drilling in the entire state Vermontvoted to ban the practice outright

in May Maryland put applications on hold for three years environmental impact

study New York State has moratorium in place public health effects Quebec

suspended fracturing environmental review

In response to the lack of appropriate disclosure surrounding fugitive methane emissions

2012 joint investor statement representing $20 trillion in assets was published by the

Institutional Investors Group on Climate Change IIGCC the Investor Network on Climate

Risk INCR and the Investors Group on Climate Change IGCCentitled Controlling

fugitive methane emissions in the oil and gas sector The statement highlights the

significant climate change concerns posed by high global warming impact fugitive methane

emissions as well as regulatory and reputational risks to the oil and gas sector calling on

companies to implement best practice control technologies and programs of disclosure.18

Two industry trade associations the American Petroleum Institute API and Americas

Natural Gas Alliance ANGA reacted to the public debate and possible regulation by issuing

their own estimate of methane emissions that of EPA estimates.19 The report underlines

the depth of the issue and lack of needed disclosure to assess risk on both company and

industry level

The accuracy of GHG emission estimates from natural gas production has become

matter of increasing public debate due in part to limited data variability in the

complex calculation methodologies and assumptions used to approximate

emissions where measurements in large part are sparse to date Virtually all

operators have comprehensive methane mitigation strategies however beyond the

requirements of the Environmental Protection Agencys EPA Mandatory Reporting

Rule or incentives of programs like the EPAs Natural Gas Star program data is often

not gathered in unified way that facilitates comparison among companies2

Agency and non-governmental organization reports also highlight the significance of this

social policy issue The International Energy Agency lEA illustrates the risk of failing to

l8hftp//wNceresprg/files/methane..emjssions/jnvestor..jojnt..statement..on. methane-

emissions

l9http//www.eenews.n et/eenewspm/ 2012/10/2 5/archive/5termsEPAmethaneesti

mates

20http//www.api.org//media/Fi1es/News/20 12/ 12-October/API-ANGA-Survey-

Report.pdf



implement best practice management and disclosure in their 2012 report Golden Rules

for Golden Age of Gas In an effort to pave the way for the widespread and large-scale

development of unconventional gas resources the lEA asserts that asociety needs to be

adequately convinced that the environmental and social risks will be well enough managed
to warrant consent to unconventional gas production in the interests of the broader

economic social and environmental benefits that the development of unconventional

resources can bring The LEA also recognizes that ato achieve the trajectories of methane
emissions consistent with the internationally agreed goal to limit the rise in global mean

temperature to 2C above pre-industnal levels additional policy measures will be needed
as the most comprehensive projections of future emissions from the EPA US EPA 2011
assume no change in emission factQrs for want of better approach and project 26%
increase in methane emissions from the oil and gas industry between 2010 and 2030 21

Further reports include the National Resource Defense Funds NRDC March 2012 report

entitled Leaking Profits the U.S Oil and Gas Industry can Reduce Pollution Conserve

Resources and Make Money by Preventing Methane Waste22 which outlines the

environmental and economic benefits of methane control technologies

The Conservation Law Foundation also published white paper last year entitled Into

Thin Air How Leaking Natural Gas Infrastructure is Harming our Environment and

Wasting Valuable Resource23 that asserts that though natural gas has been promoted as

more climate-friendly alternative current analyses often fail to account for the gas that is

lost either intentionally or unintentionally pointing to to 12 billion cubic feet of

methane lost annually in Massachusetts alone due to leaking pipelines These reports

illustrate increasing public concern forthis social policy issue

Further policy and legal developments over the last year foreshadow increased regulatory

scrutiny The EPAs New Source Performance Standards issued in April 2012 and slated to

take full effect in 2015 represent the first federal air standards for natural gas wells that

are hydraulically fractured along with requirements for several other sources of pollution

in the oil and gas industry that currently are not regulated at the federal level However the

rule has been criticized by the New York Attorney General for failing to regulate methane

directly leaving almost 95% of these emissions uncontrolled.24

21

http//www.worldenergvoutlook.org/media/weowebsite/2p12/go1 denrules/weo20 12 go
ldenrulesrenort.ndf

22

http//www.nrdc.org/energy/files/Leaking-profitsReport.pdf

millions-to-massachusettss-gas-customers-and-harmi ng-environment/

24http//www.ag.riy.gov/press-release/ag-schn eiderman-leads-multi-state-coalition

action-curb-climate-change-pollution-oil



The EPA also began requiring company level methane emissions estimate disclosure for the

first time in September 2012 as part of the Greenhouse Gas Reporting Rules Subpart W.25

While this reporting requirement does not regulate levels of methane it could provide the

basis for increased regulatory scrutiny in the future While the Company references EPAs

reporting of Spectras methane emissions through the EPA Mandatory Reporting Rule

Requirements Subpart Spectra has not yet made that information pub lically available

as has its peer Oneok

New regulations are also being proposed in California according to the Los Angeles Times

In December California oil regulators released first draft of fracking rules that would

require energy firms to test the integrity of their wells before fracking to guard against

leaks and report the results of those tests to regulators before they begin operations
26

Subsequent to the California development legal developments on the east coast have also

highlighted the issue Seven states including New York Connecticut Delaware Maryland

Massachusetts Rhode Island and Vermont are suing the EPA for violatingthe Clean AirAct

by failing to address methane emissions from oil and gas drilling.27 New York Attorney

General Eric Schneiderman stated the coalition of states cant continue to ignore the

evidence of climate change or the catastrophic threat that unabated greenhouse gas

pollution poses to our families our communities and our economy.28

It is also important to observe that there is nexus between this issue and the Company
specifically Spectras issues with fugitive emissions have been identified in numerous

venues For example in March 2012 Spectra was quoted in Houston Chronicle story

Energy leaders urge transparency to win public support29

Efforts for improved public awareness of energy company operations will help

advance production of the abundant supplies of natural gas that have many at the

conference excited said Greg Ebel president and CEO of Spectra Energy

We need to maintain that because the publics criticism of us has been pretty

significant these days Ebel said

http//www.epa.gov/ghgreporting/repo rters/notices/index.html

26http//latimesblogsiatimes.com/califoruia..politics/2 012/12/california-oil-regulators-

release-draft-of-fracking-rules.html

27http//www.huffingtonpost.com/2 012/12 /11/drilling- methane- emissions-

lawsuit 2279573.html

28http//www.ag.ny.gov/press-release/ag-schn eiderman-lea ds-multi-state-coalition

action-curb-climate-change-pollution-oil29httpers-urge-transparencv-to-win

public-3390421.php



See also Huffing ton Post Natural Gas Leaks Risky Business in Need of Fix3 and

Vancouver Observer Failure to account for fugitive methane gas could undercut BCs

climate change efforts experts say31 both identifying Spectra

The evidence presented above demonstrates how methane emissions are significant

policy issue confronting the industry This issue has spurred academic industry and public

debate has been featured in the mainstream press and has led to regulatory and legal

action over the last year Accordingly we urge the Staff not to concur with the Companys

ordinary business arguments

Ill The Proposal Does Not Seek To Micro-manage the Company

The SEC explained in the 1998 Release that proposals are not permitted to seek to micro-

manag the company by probing too deeply into matters of complex nature upon which

shareholders as group would not be in position to make an informed judgment Such

micro-management may occur where the proposal seeks intricate detail or seeks specific

time-frames or methods for implementingcomplex policies However timing questions

for instance could involve significant policy where large differences are at stake and

proposals may seek reasonable level of detail without running afoul of these

considerations

While the Company does not make micro-management argument we would like to take

this opportunity to point out that the proposal is not seeking any intricate details nor does

it seek to implement complex policies As demonstrated above the issue has entered the

mainstream media such that it does not constitute complex issue that is beyond the

ability of shareholders to understand or make decisions about with respect to how to vote

on the Proposal

The Proposal Is Not Materially False and Misleading

The Company asserts that three sentences combined are materiallyfalse and misleading

because they assert that the Company is not engaging in the practices being advocated

The three sentences are

are not tightly regulated measure monitored mitigated or disclosed

has created risk to industry operators and environment alike

30http//www.huffingtonpost.com/john-b-kassel /natural- gas-leaks- a-

risky 2402520.html

3lhttp//wwwvancpuverobseiyercom/sustainabilitv/failureaccount

%E2%8O%9Cfuitive%E2%8O%9D-methane-gas-could-undercut-bcs-climate-change-

efforts

10



risks exists as the EPA .. encourages best practices through the

Natural Gas STAR program

Spectra Energy Corp has responsibility to implement program of measurement

mitigation and disclosure

In order for proposal to be excluded as materially false and misleading the Company must

demonstrate objectJvey that factual statement is materially false or misleading Staff

Legal Bulletin 14B September 152004 The Company has not made any showing of the

sort Rather the Company simply asserts that the sentences could lead reader to reach

the conclusion that the Company is not engaging in the practices advocated

As the Staff made clear it is not appropriate for companies to exclude proposals because

the company objects to factual assertions because those assertions may be interpreted by
shareholders in manner that is unfavorable to the company Staff Legal Bulletin 14B
That is precisely what the Company has done here Accordingly we urge the Staff to reject

this argument

Conclusion

In conclusion we respectfully request the Staff to inform the Company that Rule 14a-8

requires denial of the Companys no-action request As demonstrated above the Proposal

is not excludable under Rule 14a-8 In the event that the Staff should decide to concur with

the Company and issue no-action letter we respectfully request the opportunity to speak

with the Staff in advance

Please contact me at 503 592-0864 or ikrontrilliuminvest.com with any questions in

connection with this matter or if the Staff wishes any further information

Sincerely

Jonas Kron

Senior Vice President

Natasha Lamb

Vice President
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cc Reginald Hedgebeth at RDHedgebethaspectraenergv.com

General Counsel

Spectra Energy Corp
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FUGITWE METHANE EMISSIONS REPORT

WHEREAS
Natural gas exploitation has been publicized forits superior environmental profile fugitive

methane emissions in the oil and gas sector represent one of the most rapidly growing
sources of anthropogenic methane emissions in the US contributing 20 percent of short-

term global warming impact The promise of natural gas as bridgefuel to more
sustainable energy future is under question given the high short-term climate impact The

Intergovernmental Panel on Climate Change estimates that methane has 25x the impact on

temperature as C02 over l0oyearperiod and 72xtheimpactover 20yearperiod

Methane is the primary component of natural gas and is emitted across the value chain

during production processing transmission storage and distribution Emissions are not

tightly regulated measured monitored mitigated or disclosed Industry inattention has

created risk to industry operators and environment alike Studies from Cornell and the

University of Colorado estimate highly varied methane leakage rates as percentage of

production creating uncertainty and garnering attention from Forbes and The New York

Times Regulatory risk exists as the EPA looks to limit emissions through rules such as The

New Source Performance Standards requiring green completions by 2015 and encourages
best practice through the Natural Gas STAR program The International Energy Agency

highlights the risk of falling to implement best practice measurement and disclosure in

their 2012 report The Golden Age of Natural Gas

We believe Spectra Energys social license to operate is at risk and the company has

responsibility to implement program of measurement mitigation and disclosure We
recognize some operations may incorporate best practice management however the risk

of leaks at high growth or select geographies can negate best practices elsewhere

Methane leakage has direct economic impact on Spectra Energy as lost gas is not available

for sale whereas natural gas captured through control processes can be sold in the market

generating positive returns

Spectra Energy has an opportunity to display leadership as the company has in prior

environmental disclosures Significant reductions in methane emissions are possible using
new technologies with positive return on investment Benefits include safety

improvements maximizing available energy resources reducing economic waste

protecting human health and reducing environmental impacts

Upgrading production assets may also improve performance making assets morerobust

and less susceptible to upsets and downtime

RESOLVED

14



Shareholders request that the Board of Directors publish report by October 2013 at

reasonable cost and omitting proprietary information for investors on how Spectra

Energy is measuring mitigating and disclosing methane emissions

SUPPORTING STATEMENT
The Carbon Disclosure Projects 2013 011 and Gas Supplement will include questionnaire

on methane emissions presenting widely accepted format for disclosure We believe

report adequate forinvestors to assess the companys strategy would include methane

leakage rate as percentage of production how the company ismeasuring and mitigating

emissions best practices worst performing assets risk mitigation and environmental

impact
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Spectra Energy Corp

Spectra
Tel 713-627-5522

Fax 713-627-5536

Reginald Hedgebeth

General Counsel

December 27 2012

BY E-MAIL siareholderproposalsäisec.gov

Office of Chief Counsel

Division of Corporation Finance

Securities and Exchange Commission

100 Street N.E

Washington D.C 20549

Re Spectra Energy Corp Shareholder Proposal of Trillium Asset Management

LLC Friends Fiduciary Corporation the Benedictine Sisters of Virginia and

Zevin Asset Management LLC

Ladies and Gentlemen

We are writing to notify the staff of the Division of Corporation Finance the

Staff of our intention to exclude shareholder proposal from the materials for the 2013

Annual Meeting of Stockholders the 2013 Proxy Materials of Spectra Energy Corp the

Company Trillium Asset Management LLC on behalf of The Sierra Club Foundation and

Paul Katz Friends Fiduciary Corporation the Benedictine Sisters of Virginia and Zevin Asset

Management LLC on behalf of Howard Webber Trust the Proponents jointly submitted

the proposal the Proposal which is attached as Exhibit

In accordance with Rule 14a-8 under the Securities Exchange Act of 1934 as

amended the Exchange Act we hereby respectfully request that the Staff confirm that no

enforcement action will be recommended to the U.S Securities and Exchange Commission the

Commission against the Company ifthe Proposal is omitted from the 2013 Proxy Materials

As required by Exchange Act Rule 14a-8j we have submitted this letter and its attachments not

less than 80 days before the Company files its definitive 2013 Proxy Materials with the

Commission copy of this letter and its attachments is being sent concurrently to the

Proponents in accordance with that Rule informing them of the Companys intention to omit the

Proposal from the 2013 Proxy Materials The Company intends to begin distribution of its

definitive 2013 Proxy Materials on or around March 21 2013

Rule 14a-8k and Section of Staff Legal Bulletin No 4D Nov 2008

SLB 4D provide that shareholder proponents are required to send companies copy of any

correspondence that the shareholder proponent elects to submit to the Commission or the Staff

Accordingly we are taking this opportunity to remind the Proponents that if the Proponents



Office of Chief Counsel

Division of Corporation Finance

Securities and Exchange Commission

either individually or jointly submit correspondence to the Commission or the Staff with
respect

to the Proposal copy of that correspondence should concurrently be furnished to the

undersigned

The resolution contained in the Proposal requests that the Board of Directors

publish report by October 2013 at reasonable cost and omitting proprietary information for

investors on how Spectra Energy is measuring mitigating and disclosing methane emissions

We hereby respectfully request that the Staff confirm that no enforcement action

will be recommended to the Commission against the Company ifthe Proposal is omitted from

the 2013 Proxy Statement for the following reasons pursuant to Exchange Act Rule 14a-

8i1 because it has been substantially implemented by the Company ii pursuant to Rule

14a-8i7 because it relates to the ordinary business operations of the Company and iii

pursuant to Exchange Act Rule 4a-8i3 because it contains materially false or misleading

statements in violation of Exchange Act Rule 14a-9

The Proposal may be omitted based on Rule 14a-8i1O as substantially

implemented by the Company

The Proposal may be omitted under Rule 14a-8i10 because Spectra Energy

Corp has since 2008 produced for investors sustainability report describing the Companys best

practices management and its efforts in studying measuring mitigating and disclosing its

methane and other greenhouse gas emissions which substantially implements the Proposal The

Company provides regular updates of its sustainability report with the next report scheduled for

publication in May 2013

The Staff stated that the purpose of Rule 4a-8i1 is to avoid the possibility

of shareholders having to consider matters which already have been favorably acted upon by

management Exchange Act Release No 12598 Jul 1976 regarding the predecessor to

Rule 4a-8i 10 The Staff does not require that company has fully effected the

shareholder proposal in order to permit exclusion under Rule 14a-8i10 provided the company
has already substantially implemented the proposal See Exchange Act Release No 40018 at

30 May 21 1998 the 1998 Release and Exchange Act Release No 20091 at II.E.6

Aug 16 1983 the 1983 Release Furthermore the Staff has stated that determination

that the company has substantially implemented the proposal depends upon whether

companys particular policies practices and procedures compare favorably with the guidelines

of the proposal Texaco Inc Mar 28 1991 see also The Coca-Cola Company Jan 25

2012 allowing the exclusion of shareholder proposal requesting report on how the company
was responding to challenges related to the use of Bisphenol-A in aluminum can linings because

the company already provided information that compared favorably with the guidelines of the

proposal on its website In other words substantial implementation under Rule 14a-8i10

requires that companys policies practices and procedures satisfactorily address the proposals

underlying concerns and essential objectives See Anheuser-Busch Cos Jan 17 2007
ConAgra Foods Inc Jul 2006 Johnson Johnson Feb 17 2006 and Masco Corp Mar
29 1999
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Division of Corporation Finance

Securities and Exchange Commission

Further the Staff has found that Rule 4a-8il permits the omission of

shareholder proposal that has substantially implemented the essential objectives of the proposal

even if by means other than those suggested by the shareholder proponent See 1983 Release

ConAgra Foods Inc Jul 2006 proposal requesting sustainability report was excludable

because the company had already been providing information generally of the type to be

included the sustainability report Masco Corp Mar 29 1999 proposal requesting the board

of directors adopt specific qualifications for outside directors was excludable because the board

had already adopted similar resolution Nordstrom Inc Feb 1995 proposal requesting

that the company adopt of code of conduct for its foreign suppliers was excludable because the

companys existing guidelines substantially covered the requested criteria and Xcel Energy
Inc Feb 17 2004 proposal requesting the board of directors prepare report on the

companys response to certain climate change related issues was excludable because the

company was already addressing such issues through various policies and reports See also

Caterpillar Inc Mar 11 2008 Wal-Mart Stores Inc Mar 10 2008 PGE Corp Mar
2008 and Johnson Johnson Feb 22 2008 where in each instance the Staff found that

shareholder proposals requesting the company prepare global warming report were excludable

because the company had already published report that included information relating to its

environmental policies and programs

The differences between companys actions and shareholder proposal are

permitted so long as the companys actions sufficiently address the proponents underlying

concern and that the essential objective of the proposal has been addressed For example in

Texaco the Staff permitted the omission of proposal that requested the company to subscribe to

specific set of environmental guidelines when the company had already established

compliance disclosure program related to its environmental programs even though the

companys guidelines did not satisf the inspection public disclosure or substantive

commitments sought in the proposal In Exxon Mobil Corp Mar 17 2011 the Staff permitted

the omission of proposal where the companys pre-existing policies and procedures achieved

the essential objectives of the proposal at issue despite the disclosures not being as fulsome as

the proponent had contemplated and the analysis not rising to the level of detail that the

proponent desired

The Proposal requests that the Companys Board of Directors publish report on
how the Company measures mitigates and discloses methane emissions The essential

objectives of the Proposal are that the Company appropriately monitor and mitigate its

methane emissions and ii incorporate best practices to reduce the environmental impact of

methane emissions and increase operational efficiency reduce energy waste and minimize gas

loss such as those advocated by the U.S Environmental Protection Agencys Natural Gas STAR
program the STAR Program referenced by the Proponents in the recitals

On May 2012 the Company issued its 2011
Sustainability Report the

Sustainability Report which focuses on environmental economic and social impact of the

Companys operations during 2010 and 2011 and establishes goals for the period 2012-2013

The Company published similar reports for the periods 2007-2008 and 2009 which were

released in November 2008 and May 2010 respectively The Company plans to issue an update

to the Sustainability Report in May 2013 with its next full report scheduled for release in May
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2014 The Sustainability Report is attached as Exhibit and is available at

http//www.spectraenergy.comlcontent/documents/Sustainabilitv/2O 11 Sustainability Report.pd

Predecessor reports may be found at httpf/www.spectraenergv.comlSustainability/About-this

Report/Previous-Reports

In the Sustainability Report the Company describes its approach to climate

change and its efforts to reduce its emissions of greenhouse gases including methane The

Sustainability Report discloses at pages 16-19 and 25

the Companys approach to climate change and how it measures the

progress of its methane and other greenhouse gas reduction efforts

including the Companys most significant programs to reduce methane

and other greenhouse gas emissions

the Companys aggregate greenhouse gas footprint including the total

amount of methane emissions in 2009 2010 and 2011

the amount of methane and other greenhouse gas reductions achieved

through conservation efforts and initiatives that reduce or avoid methane

and other greenhouse gas emissions

the Companys ongoing preparation of study to more accurately

measure methane emissions and better understand the sources of

those emissions and

the participation of the Companys U.S Transmission business in the

STAR Program for methane reduction

The Sustainability Report provides detailed quantitative and qualitative

information regarding the Companys efforts to minimize its emissions of methane and other

greenhouse gases including its efforts to study measure and mitigate methane emissions as well

as description of its best practice management and its participation
in the STAR Program

Further in each of the last five years the Company has completed the

questionnaire of the Carbon Disclosure Project CDP which is referenced in the supporting

statement for the Proposal as widely accepted format for disclosure and it is actively

engaged in the development of the CDPs 2013 Oil and Gas Module Indeed in recognition of

its strong approach to climate change disclosure the Company has been named to the CDPs

Global 500 Carbon Disclosure Leadership index in each of the
past

four years Similarly the

Company was recently named to the SP Carbon Disclosure Leadership Index The Company

has also identified and reported fugitive and vented emission sources to the Environmental

Protection Agency EPA under the EPAs Mandatory Reporting Rule Requirements Subpart

This data will be publicly available in early 2013 Finally the Companys GHG Working

Group whose members include representatives of management in various operational and

compliance functions is charged with evaluating and recommending to senior management

specific initiatives to control fugitive methane emissions
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The Companys sustainability reports and existing policies and practices address

the Proposals requests and clearly achieve the essential objectives of the Proposal As noted

above the Staff has ofien concurred with the omission of proposals where the company had

already published information that compares favorably with the guidelines of the proposal as

well as where the companys actions although different from shareholder proposal sufficiently

address the underlying concerns and essential objectives of the Proposal Accordingly the

Proposal may be omitted under Rule 4a-8i 10 as substantially implemented

II The Proposal may be excluded based on Rule 14a-8i7 because it relates to the

Companys ordinary business operations

The Staff has consistently taken the position that shareholder proposal may be

omitted proxy statement under Rule 4a-8i7 if it relates to the companys ordinary business

operations In the 1998 Release the Staff noted that the term ordinary business is rooted in

the corporate law concepts providing management with flexibility in directing certain core

matters involving the companys business and operations and refers to matters that are not

necessarily ordinary in the common meaning of the word The Staff further explained that the

general policy underlying the Rule 4a-8i7 exclusion is to confirm the resolution of ordinary

business problems to management and the board of directors since it is impracticable for

shareholders to decide how to solve such problems at an annual shareholders meeting

The Commissions guidance for the analysis of ordinary business operations

focuses on two key considerations See 1998 Release First whether the tasks addressed by the

shareholder proposal are so fundamental to managements ability to run company on day-to

day basis that they could not as practical matter be subject to direct shareholder oversight

Second the degree to which the proposal seeks to micro-manage the company by probing too

deeply into matters of complex nature upon which shareholder as group would not be in

position to make an informed judgment 1998 Release citing Exchange Act Release No 12598

Jul 1976 Merely requesting that the registrant prepare special report will not remove the

proposal from the ordinary business grounds for exclusion The Staff has stated that proposal

requesting the dissemination of report may be excludable under Rule 14a-8i7 ifthe substance

of the report involves matter of ordinary business of the company See 1983 Release

The Proposal is directly related to the Companys business operations Spectra

Energy Corp is leading natural-gas infrastructure company connecting natural gas supply

sources to markets As part of its business operations the Company engages in natural gas

gathering processing transportation storage distribution and sales The recitals to the Proposal

state that methane is emitted across the value chain during production processing transmission

storage and distribution However the processes by which the Company makes decisions

relating to the mitigation and disclosure of methane emissions particularly through research and

development and use of new technologies are day-to-day function of the Companys ongoing

operations
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The Proposal is Excludable Because it Relates to Product Research and

Development and the Companys Choice of Technologies

The Proposal may be omitted by Rule 14a-8i7 as related to the Companys
ordinary business operations because it attempts to micro-manage the Companys business with

respect to the development of the Companys products including the choice of tecimologies used

in their preparation The Staff has consistently recognized that shareholder proposals relating to

the complexities of product research development and testing are incompatible with shareholder

action and has permitted their exclusion See Marriott International Inc Mar 17 2010 El
du Pont de Nemours Co Mar 1991 In CSX Corp Jan 24 2011 proposal that the

company develop kit that would allow it to convert the majority of its locomotive fleet to

more efficient systemwas excludable as relating to the companys ordinary business The Staff

noted proposals that concern companys choice of technologies for use of its operations are

generally excludable under Rule 4a-8i7 See also WPS Resources Corp Sept 16 2001
proposal requesting in part that the company develop new facilities and improve energy

efficiency was excludable because the proposal related to the choice of technologies and

Union Pac/lc Corp Dec 16 1996 proposal requesting report on the status of research and

development of new safety system for railroads was excludable on the basis that it related to

the development and adaptation of new technology In Applied Digital Solutions Inc Apr
25 2006 proposal requesting report on the harm of the continued sale and use of

identification chips could have to the publics privacy personal safety and

financial security was allowed to be excluded because related to the companys product

development

If the Proposals resolution is read in context with its introductory clauses it clear

that the Proponents seek to cause that the Company to develop and/or implement new methane

emission technologies to mitigate methane emission leakage loss The Proposal also relates to

specific processes and technology used by the Company in developing its products particularly

residual natural gas The Company noted in its Annual Report on Form 10-K for the year ended

December 31 2011 that methane constitutes the primary component in residual natural gas
which results from processing raw natural gas The Company sells residual natural gas at

market-based prices to marketers and end-users As result the Proposal relates to the

Companys decisions regarding how it develops its products and related technologies The

operation and maintenance of natural gas pipelines is an extremely complex process that requires

the input of experts and the consideration of various factors which is matter for the informed

business judgment of management Further the considerations involving the choice of methane

emission technology are based upon complex business considerations that are outside the

knowledge and expertise of shareholders As group the shareholders would not be in

position to make informed judgments regarding particular methane emission technologies that

would best suit the needs of the Company and its shareholders See CXP Corp and WPS
Resources Corp Accordingly we believe that Proposal is excludable under Rule 14a-8i7 as

it relates to the Companys development of its products and choice of technologies
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The Proposal is Excludable Because it Addresses Ordinary Business Matters

and is Not Limited to Sign flcant Social Policy Issue

It is well established that shareholder proposals relating to ordinary business

matters but focusing on sufficiently significant social policy issues .. generally would not be

considered to be excludable 1998 Release An issue is considered significant social policy

issue if it transcends the day-to-day business matters of the company and raises policy issues

so significant that it would be appropriate for shareholder vote Staff Legal Bulletin No 14E

Oct 27 2009 SLB 14E shareholder proposal that touches upon significant social

policy issue does not necessarilyfocus on such an issue Rather the Staff has found that

shareholder proposal is excludable if it does not focus on significant social policy issue or if it

focuses on matters of ordinary business in addition to significant social policy issue See

Exxon Mobil Corp Mar 2012

While the Staff has not permitted the exclusion of shareholder proposals that

relate to companys ordinary business ifthe true focus of the proposal is on significant social

policy issue it has concurred in the exclusion of proposals that cover significant social policy

issue in addition to matters that relate to ordinary business operations See PetSmart Inc Mar
24 2011 proposal that requested the board of directors require suppliers to certify that they had

not violated certain acts or laws related to animal cruelty was excludable because the scope of

laws covered by the proposal was too broad J.P Morgan Chase Co Mar 12 2010

proposal requesting adoption of policy prohibiting financing of companies engaged in

particular practice that impacted the environment was excludable because the proposal addressed

matters beyond the environmental impact of J.P Morgan Chases project finance decisions

The Proposal requests report that would include matters of ordinary business in

addition to the environmental impact of the Companys business The Proposal addresses for

example the direct economic impact of methane leakage and capture such as increased sales

increasing production performance and reducing economic waste as well as the impact on

workplace safety Accordingly the Proposal is not limited to significant social policy issue

the environmentbut also concerns ordinary economic and operational matters pertaining to the

Companys business As result the Proposal may be excluded under Rule l4a-8i7

III.The Proposal may be omitted based on Rule 14a-8i3 because it contains

materially false and misleading statements

The Proposal may be omitted under Rule 4a-8i3 because it includes

materiallyfalse and misleading statements that would violate the Rule 14a-9 prohibition against

such statements in proxy soliciting materials This standard is met when shareholder proposal

like the Proposal contains statements that are materially false and misleading See Staff Legal

Bulletin No 14B Sept 15 2004 SLB 14B In SLB 14B the Staff further clarified that

continue to be certain situations where we believe modification or exclusion may be

consistent with our intended application of rule 14a-8i3 including where the company

demonstrates objectively that factual statement is materially false or misleading
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The Proposal may be excluded because it includes series of statements that

when considered as whole lead to the materially false and misleading conclusion that the

Company does not measure monitor and disclose its methane emissions or engage in best

practice management thereby needlessly exposing itself to regulatory and economic risks The

Proposal states that are not tightly regulated measured monitored mitigated or

disclosed has created risk to industry operators and environment alike It continues

risks exists as the EPA encourages best practices through the Natural Gas

STAR program Finally the Proposal states that Spectra Energy Corp has responsibility to

implement program of measurement mitigation and disclosure

These statements when taken as whole are materially false and misleading

because they plainly seek to assert that the Company is not engaging in the practices being

advocated In fact not only does the Company regularly measure monitor and disclose its

methane emissions it is participant in the STAR Program the very program that the Proposal

references favorably Insofar as the statements create contrary picture of the Companys

initiatives the Proposal is materially false and misleading and may be omitted from the 2013

Proxy Materials

For the foregoing reasons the Company believes it may properly exclude the

Proposal from the 2013 Proxy Materials under Exchange Act Rules 4a-8i 10 4a87 and

4a8i3 Accordingly the Company respectfully requests that the Staff not recommend

enforcement actIon to the Commission if the Company omits the Pmposal from its 2013 Proxy

Materials If the Staff does not concur with the Companys position we would appreciate an

opportunity to confer with the Staff concerning this matter prior to the issuance of response

The Proponents are requested to copy the tndersigned on any response it may choose to make to

the Staff

If you have any questions or need any further infonnation please call the

undersigned at 713 627-5522

cc Natasha Lamb Trillium Asset Management LLC

Jeffrey Perkins Friends Fiduciary Corporation

Sister Henry Marie Zinunermann Benedictine Sisters of Virginia

Sonia Kwal Zevin Asset Management LLC

Hedgebeth



Exhibit

Letters from the Proponents received by the Company on

November 19 2012 and November 20 2012



TMTfl1fl ASSETflIU1V MANAGEMENT TrffliumAzset MaMgemnt Corporation

Investing fore Better WorId SMcc 1982 www.triltiuminvest.com

November 20 2012

Corporate Secretary

Spectra Energy Corporation

5400 Westheimer Court

Houston TX 77056

Dear Corporate Secretary

Trillium Asset Management LLC Trilliumis an investment firm based in Boston

specializing in socially responsible asset management We currently manage approximately

$975 million for institutional and individual clients

am hereby authorized to notify you of our intention to lead file the enclosed shareholder

resolution with Spectra Energy Corp on behalf of our clients The Sierra Club Foundation and

Paul Katz We expect co-filers as well Trillium submits this sharehotdcr proposal for

inclusion in the 2013 proxy statement in accordance with Rule 14a-8 of the General Rules

and Regulations of the Securities and Exchange Act of 1934 17 C.FR 240.141 Per

Rule l4a-8 The Sierra Club Foundation and Paul Katz each hold more than $2000 of

Spectra Energy Corp common stock acquired more than one year prior to todays date and

held continuously for that thne Our clients will remain invested in this position continuously

through the date of the 2013 annual meeting Documentation of ownership from their

custodians will be provided under separate cover We will send representative to the

stodkholders meeting to move the shareholder proposal as required by the SEC rules

The concerns expressed in the proposal are also shared by our client The Rouse Foundation

who fUlly support the shareholder proposal

We would welcome discussion with Spectra Energy Corp about the contents of our proposal

Please direct any communications to me at 978 578-4123 Trillium Asset Management 711

Atlantic Av Boston MA 02111 or via email at nlamb@lrilliuniinvest.com

We would appreciate receiving confirmation of receipt of this letter via email

Sincerely

Natasha Lamb

Senior Shareholder Advocacy Corporate Engagement CEIV ED
TrilliumAsset Management LLC

IIOV 262011

Cc Gregory Ebal President and Chief Executive Officer
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FUGITIVE METHANE EMISSIONS REPORT

WHEREAS

Natural gas development has been publicized for its superior environmental profile fugitive methane

emissions in the oil and gas sector represent one of the most rapidly growing sources of anthropogenic

methane emissions in the US contributing 20 percent of short-term global warming impact The promise of

natural gas as bridge fuel to more sustainable energy future is under question given the high short-term

climate impact The Intergovernmental Panel on Climate Change estimates that methane has 25x the impact

on temperature as C02 over 100 year period and 72x the impact over 20 year period

Methane is the primary component of natural gas and is emitted across the value chain during production

processing transmission storage and distribution Emissions are not tightly regulated measured monitored

mitigated or disclosed Industry inattention has created risk to industry operators and environment alike

Studies from Cornell and the University of Colorado estimate highly varied methane leakage rates as

percentage of production creating uncertainty and garnering attention from Forbes and The New York Times

Regulatory risk exists as the EPA looks to limit emissions through rules such as The New Source Performance

Standards requiring green completions by 2015 and encourages best practice through the Natural Gas STAR

program The International Energy Agency highlights the risk of failing to implement best practice

measurement and disclosure in their 2012 report The Golden Age of Natural Gas

We believe Spectra Energys social license to operate is at risk and the company has responsibility to

implement program of measurement mitigation and disclosure We recognize some operations may

incorporate best practice management however the risk of leaks at high growth or select geographies can

negate best practices elsewhere

Methane leakage has direct economic impact on Spectra Energy as lost gas is not available for sale whereas

natural gas captured through control processes can be scld in the market generating positive returns

Spectra Energy has an opportunity to display leadership as the company has in prior environmental

disclosures Significant reductions in methane emissions are possible using new technologies with positive

return on investment Benefits include worker safety improvements maximizing available energy resources

reducing economic waste protecting human health and reducing environmental impacts Upgrading

production assets may also improve performance making assets more robust and less susceptible to upsets and

downtime

RESOLVED

Shareholders request that the Board of Directors publish report by October 2013 at reasonable cost and

omitting proprietary information for investors on how Spectra Energy is measuring mitigating and disclosing

methane emissions

SUPPORTING STATEMENT

The Carbon Disclosure Projects 2013 Oil and Gas Supplement will include questionnaire on methane

emissions presenting widely accepted format for disclosure We believe report adequate for investors to

assess the companys strategy would include methane leakage rate as percentage of production how the

company is measuring and mitigating emissions best practices worst performing assets risk mitigation and

environmental impact



FRIENDS FIDUCIARY
Co P0 RATE

TELEPHONE 1550 ARCH STREET/SUITE 1904 FACSIMILE

2151241 7272 PHILAOELPHIAPA 19103 215/241 7871

November 20 2012

VIA OVERNIGHT MAIL

Corporate Secretary

Spectra Energy

5400 Westheimer Court

Houston TX 77056

Dear Corporate Secretary

On behalf of Friends Fiduciary Corporation write to give notice that pursuant to the 2012 proxy

statement of Spectra Energy and Rule 14a-8 under the Securities Exchange Act of 1934 Friends

Fiduciary intends to co-file the attached proposal with lead filer Trillium Asset Management

LLC at the 2013 annual meeting of shareholders

representative of the filers will attend the shareholder meeting to move the resolution We
look forward to meaningful dialogue with your company on the issues raised in this proposal

Please note that the contact person for this resolution will be Natasha Lamb Trillium Asset

Management Her phone number is 978-578-4123 and her email address is

niamb@trilliuminvest.com

Friends Fiduciary owns more thanl4200 shares of the voting common stock of the Company

We have held the required number of shares for over one year as of the filing date As

verification we have enclosed letter from US Bank our portfolio custodian and holder of

record attesting to this fact We intend to hold at least the minimum required market value

through the date of the Annual Meeting

Sincerely

Jeffery Perkins

Executive Director

Enclosures

cc Natasha Lamb Trillium Asset Management LLC



Benedictine Sisters of Virginia

9535 Linton Hall Road

Bristow Virginia 20136-1217

703 361-0106

November 19 2012

Patricia Rice

Corporate Secretary

Spectra Energy Corp
5400 Westheimer Court

Houston Texas 77056

Emailed trice@spectraenergy.com

Dear Ms Rice

am writing you on behalf of the Benedictine Sisters of Virginia to co-file the stockholder

resolution on the Fugitive Methane Emissions Report In brief the proposal states RESOLVED

Shareholders request that the Board of Directors publish report by October 2013 at

reasonable cost and omitting proprietary information for investors on how Spectra Energy is

measuring mitigating and disclosing methane emissions

am hereby authorized to notify you of our intention to co-file this shareholder proposal with

Trillium Asset Management Corporation submit it for inclusion in the proxy statement for

consideration and action by the shareholders at the 2013 annual meeting in accordance with

Rule 14-a-8 of the General Rules and Regulations of the Securities and Exchange Act of 1934

representative of the shareholders will attend the annual meeting to move the resolution as

required by SEC rules

We are the owners of 2000 shares of Spectra Energy Corp stock and intend to hold $2000

worth through the date of the 2013 Annual Meeting Verification of ownership will follow

including proof from DTC participant

We truly hope that the company will be willing to dialogue with the filers about this proposal

Please note that the contact people for this resolution/proposal will be Natasha Lamb of the

Trillium Asset Management Corporation at 979-578-4123 or at NLamb@trilliuminvest.com

.Natasha Lamb as spokesperson for the primary filer is authorized to withdraw the resolution on

our behalf

Respectfully yours

Sister Henry Marie Zimmermann OSB
Assistant Secretary



Zevin Asset Management u.4c

PIONEERS IN SOCIALLY RESPONSIBLE INVESTiNG

November 20 2012

Trish Rice

Corporate Secretary

Spectra Energy Corp

5400 Westheimer Court

Houston Texas 77056

RE Fugitive Methane Emissions

Dear Ms Rice

Enclosed please find our letter cofihing shareholder proposal to be included in the proxy statement of

Spectra Energy the tompanyfor its 2013 abnual meeting of stockholders

Zevin Asset Management is socially responsible investment manager which integrates financial and

environmental social and governance research in making investment decisions on behalf of our clients

We are co-filing on behalf of one of our clients the Howard Webber Trust the Proponent who has

continuously held tbr at least one year of the date hereof more than $2000 of the Companys common

stock which would meet the requirements of Rule 4a8 under the Securities Exchange Act of 1934 as

amended Verification of this ownership from DTC participating hank UBS Financial Services the is

enclosed

Zevin Asset Management LLC has completediseretion over the Proponents shareholding account at

U3S Financial Services inc which means that we have complete discretion to buy or sell investments in

the Proponents portfolio Let this letter serve as confirmation that the Proponent intends to continue to

hold the requisite number of shares through the date of the Companys 2013 annual meeting of

stockholders

Zevin Asset Management is co filer fbr this proposal the lead filer is Trillium Asset Management

representative of the filers will be present at the stockholder meeting to present the proposal

Zevin Asset Management welcomes the opportunity to discuss the proposal with representatives of the

Company Please direct any communications to me at 61 77426666 x30$ or nI yLnam We

request copies of any documentation related to this proposal

Sincerely

Sonia Kowal

Director of Socially Responsible Invsvting

Zevin Asset Management
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Spectra Energy At Glance

Suljn Jaaskeialnen

Okeclor SwraThabiQry

and Joanne Howard

Managec Su$taOabIiIf/

At Spectra Energy

we embrace corpo
rate responsibility

Our commitment

helps ensure that

we make sustainable

choices every day

that meet and in

many cases exceed

our stakeholderv

expectations and

deliver longterm

value this ties to

the theme of this

years report Whets

Important to You Is

Important to is and

highlights how we
engage with all our

stakeholders and

pursue healthy

balance of economic

social and environS

mental practices

Six Commitments

of Sustalnabllhy
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Value our People

Support our

Communities

Spectra Energy Corp NYSE SE PORTJNE 500

company is one of North Americas premier natural

gas infrastructure companies serving three key links in

the natural gas value chain gathering and processing

trdnsmission and storage and distribution For more

than century Spectra Energy and our predecessor

companies haveconnected cntical natural gas supply

sources to premium markets through pipelines and

related infrastructure

We are based in Houston Texas with operations in the

United States and Canada that include 5540 employees

approximately 19300 miles of transmission pipeline more

than 300 billion cubic feet of storage as well as natural

gas gathenng and processing natural gas Isquids opera

tions and local distribution assets We have 50 percent

ownership in DCP Midstream one of the largest natural

gas gatherers and processors in the United States

Our US Transmission business provides transportation

and storage of natural gas in the northeastern and

southeastern United States and in the Maritime Provinces

in Canada In western Canada our transmission and

processing business segment provides natural gas

gathering and processing services in lintish Columbia

and Alberta and transports processed natural gas to

North American markets Union Gas our natural gas

storage transmission and distribution company provides

natural gas to homes businesses and industries in

Ontario Canada and stores and transports natural gas

for other utilities and companies in Ontario Quebec and

the central and eastern United States

Sustainability at Spectra Energy

For Spectra Energy sustainability means providing

natural gas infrastructure services to meet North

Americas energy needs way that is economically

environmentally and socially responsible

Our sustainability commitments are essential to meeting

our business objective of delivering superior value to all

our key stakeholders To accomplish that objective we

are focused on

Delivering on our financial commitments

Developing new opportunities and executing

expansion plans

Strengthening our highperformance culture by

reinforcing oar prionfies oF safety and employee

engagement and

Solidifying our position as an Advisot Partner Suppler

Employer and Investment Opportunity of Choice

Our approach to sustainability is integral to our decision

making and our business strategy underpinning our

focus on being responsrve to customer needs reduping

risk attracting motivating and retaining talent and

bringing tangible value such as jobs to the coritmunities

we serve

Through our commitment to sustainability we can meet

and in many cases exceed our stakeholders expectations

and become the Company of Choice

About Spectra Energy

oCrY

ltM eo

MSt

H0uStl wt rrsce

Our Operated and

JoinflyOperated Assets

Corporate Headquarters

Major office lecatlon

Natural Gas Storapa

Natural Gas uquids tNGU Pipdsne

it Union Gas oistnbution sare
western Canada Procenina Plant



Focusing On Whats Important

Dear Stakeholders

ThIs year our annual report and sustainability

report share common theme Whats Important

to You

Our reports are linked because of the direct connection

between sustainable practices and the success of our

business We know that we succeed and thrive by achiev

ing the right balance among economic environmental

and social considerations critical to stakeholders like you

Most Important to us of couise is the safety of our

employees and the public we serve Despite realizing one

of our best years ever in terms of employee safety sadly

we had three contractors working for us iosd their lives

That is unacceptable to our comoany and we know it is

to you as well We have reinforced contractor safety man

agement and training programs across our organization

and we honor the memory of our late colleagues by

recommitting ourselves to keeping one another safe at

all times and strivng to realize our zero incident goal

The
integrity

of North Americas natural gas pipeline

system is important to our industry and stakeholders

Spectza Energy actively supported the Pipeline Safety

Regulatory Certainty and Job Creation Act which was

signed into law in early 2012 Were confident this

legislation
will further ensure the safety of natural gas

infrastructurt Were proud of the role we played in

advocating on its behalf both as Spectra Energy and as

part of industry groups like the Interstate Natural Gas

Association of America which Spectra Energy has the

honor of chairing this year

Our commitment to sustainability is inextricably tied to

our goal of being the supplier of choice for custoriiers

the Employer of Choice for individuals the Advisor of

Choice for governments and regulators the Partner of

Choice for communities and the Investment Opportunity

of Choice for investors We have clear ntdtrics that guide

our efforts and measure our progress on each of those

criteria Youll learn more in the pages that follow and

have the chance to review our sustainabliity scorecard

We track and report our progress in an open and

transparent manner

While we embrace continuous improvement and see

ample room to raise the bar were pleased with the

progress were making in key areas Weve made

noteworthy strides In improving reliability customer

responsiveness and delivering projects into service on

time and within budget Our stakeholder outteach

program has been commended as an industry model

and our work on that front has helped us obtain the

necessary permits for our expansion efforts develop

robust crisis management pians arid ensure that the

interests of Spectra Energy and our stakeholders are

well represented in the public policy arena We continue

our strong track record of delivering earnings and

dividend growth critical to investors and 2011 was

record year for us in terms of net income

Our more than 5500 employees are the driving force

behind our sustainability focus Theyre steadfastly

committed to our goals and champion them daily in

their work decisionmaking and interactions with

stakeholders Their generous spirit isevidenr in their

community involvement volunteerism and charitable

giving Im especially pleased to report 28 percent

in crease in volunteer hours in 2011 ai well record

donations of $3.1 million to United Way campaigns in

the United States and Canada

While were playing our part in bringing ciean lower

carbon natural gas to market were also working to

minimize our environmental footprint as we grow our

business We saw progress in redudng our operational

impacts and played an important role in helping our

Union Gas customers reduce their energy use Were

also strengthening our environmental performance

repordng so that we can better benchmark our progress

and further minimize the environmental effects of

our operations

Were makng steady progress across the board from

being leader in diversity and inclusion to being named

to both the Dow Jones Sustainability World and North

American Indexes CR Magazines lOOffest Corporate

Citizens list a.nd leading the energy sector on the Carbon

Disclosure Project Leadership Index SP 500

Were especially honored to be named one of the

Worlds Most Ethical Companies for 2012 by the

Ethisphere Institute which recognizes demonstrated

ieadership in business practices strong ethics and

compliance culture and coreorate social responsibility

Those are meaningful attributes to which our entire

team is committed

Thank you ror your interest in Spectra Energys

sustainability performance We look forward to

continuing the dialogue and having more good news

to share with you in the future

Gregory Ebel

Gregory Ebel

pres/dent and chief executive officer

sran to view

video address

wwwspvcfrenry.wrnfwstanbiiiiy



Stakeholder Engagement
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Whats important to you
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is important to us
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Whats important to you

We vest about $2 buiOO each year with

over 39DOO supplierS and contractors

Thlr products and services provided

fri rrrsponaibie rsec con beta to

our tuctets

Our tupphfett arid con racrors expect safe

working om tints ethical anti tart trade

pctlcas timely payment and opportnrrf ties

grow their business

We itogafle our suppiers and contractors

throuffh action and coetractn paxessits

and an achue network of tupply theta

professioreils Where frossibirs we use

inca sutiphers and cortro contrfbrrting

to the local economy

is important to us

ri response to our supriliers arid

contractors in 201 020U we

Committed so hievino bescincless

sappy theta performance wNcti will

result In stronger retatainshipu and

greaser efficiencies

Provided tmairtinrfl programs to ttist

our contractors in mneetng our

Ertocoarnentat lirraith anti tafty

standards and especratroris

Worked with our contractors in

innovative ways to create oppcrmtunmtres

frAbotaal communities
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Addressing Whats Important

Natural Gas

Worth Americas Fuel of Choice

Natural gas stands ready as North Americas 21st

century fuel of choice domestically abundant

affordable and clan Md it.contributes to cur

economic environmental and energy security goals

Our ability to realize the tremendous benefits of natural

gas comes to us through scientific and technological

innovation Today with advances in hydraulic fracturing

and horizontal drilling natural gas producers are able to

access supply reserves from unconventional shale and

tight sands formations which had preiousiy been Wfficult

and prohibitively costly to access

Conservative estimates now point to 100plus years of

naturai gas supply in North America As resuit demand

is on the rise requiring an investment in natural gas

facility expansions that could total more than $200 bilion

by 2030 That investment will support an average of

103000 jobs per year through 2035 whch in turn will

generate more than $170 billion in labor income

The growing abundance of accessible economically viable

natural gas is key contributor to another important

North American quest domestic energy security The

United States is the dosest it has been in nearly 20 years

to achieving energy self 4ufficiency increasing the propor

tion of demand met by domestic sources over the last sx

years to an estimated 81 percent in 2011 Using domestic

natural gas to replace energy imports limits our exposure

to
geopolitical

risk and volatility

However natural gas significant opportunities are

accompanied by challenges There are some who are

concerned that modern production techniques could

harm the environment and endanger public health

Regrettably several recent higfrprofiie incidents have

further elevated concerns about natural gas exploration

and transportation

Our industry must continue ts long record of responsible

resource development and find ways to instill and

improve best practices learn from one another and be

open and forthright in our interactions with stakehoiders

regulators and the communities in which we operate We

must bolster public trust by involving ail stakeholders in

the development process and by responsibly producing

new natural gas resources We must work with legislators

and regulators in support of productive policy approaches

that enable energy solutions And we must operate our

existing assets and build new infrastructure to the highest

safetio envtronmental and operatronal standards

While serious transmission pipeline incidents involving

the public are deciining even one is unacceptable

Therefore industry organizations such as the lnterstate

Natural Gas Association of America INGAA and the

canadian Energy Pipeline Association CEPA are collabo

rating with government indUstry and other sfakeholders

to further improve pipelinesafety The industry also is

working successfully with legislators and regulators to

implement policy solutions that benefit all stakeholders
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Spectra Energys Commitments

Spectra Energy respects each stakehoiders opinion and

strives to turn stakeholder concerns -when they arise

into understanding We work closely with our customers

and local communities as we develop projects Before we

begin any substantive work on project we identify and

reach out to stakeholders who may be affected by the

projects activities Engaging municipalities emergency

responders community agencies and others provides us

with greater understanding of our local communities

ssues and expectadons The Community Advisory Group

that teamed with us while we developed the Dawson

Creek British Columbia Processing Plant exemplifies our

commitment to collaboration with our neighbors

Stakeholder concerns are important to us even when

they extend beyond the parameters of our business

We recognize that some of our stakehoiders have

questions about unconventional gas development and

the innovative uses of existing technologies including

hydraulic fracturing and horizontal directional drilling

While Spectra Energy is not natural gas producer safe

and environmentafly responsible development of North

American natural gas is nevertheless critical to our

business Public concerns around resource development

must be addressed thoughtfully and openly We support

greater disclosure and reinforced drilling practices both

voluntarily and through strengthened state regulations

that reflect local geologic and hydrologic characteristics

The natural gas induflry has mad.e tremendous strides

on the technology front not only in the affordable

development of significant natural gas reserves but also

in increased effidscy advances in the deployment of

infrastructure and notable gains in reducing emissions

and the overall environmental impact of our ooerations

are confidem that tachnological advances will

continue to serve our public well

At Spectra Energy safety is our top priority from the

protection of employees and contractors to the operation

of our pipelines Our safe and reliable operations are

supported by an approximate $700 million annual

investment in pipeline asset integrity maintenance and

system reliability programs We work close lywith local

state provincial and federal agencies to ensure our fadli

ties meet or exceed regulatory requirements for pipeline

safety We also maintain highly skilled workforce that

receives ongoing safety and emergency response training

Our commitment to safety extends beyond our company

to our safety leadership in industry groups such as

iNGAA and CEPA In May 2012 Doug Bloom president of

our Western Canada operations will assume the role of

Chairman for CEPA From October 2011 to September

2012 Spectra Energys president and CEO Greg Ebel is

serving as chamnan of INGAA All members of INGAA

are committed to safety culture in which every person

each pipeline company shares the goal of zero safety

incidents Also our vice president of asset integrity is

leading INGAAs Integrity Management Continuous

Improvement efforts

As we look forward to the increasingly essential role that

natural gas will play in North Americas energy future

Spectra Energy is focused on leading our industry in safety

and reliability
custmher responsiveness and profitability

we plan to invest $15 billion in new infrastructure by the

end of the decade and to continue providing leadership

on key policy issues And we are committed to being

good neighbor for our communities

WtmfltttMet5y CQtW45tlilitr
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We achieved record net income $1.2 bfhors

13%increeto over 3910 and
earniris per

share cd $t 81 io 2011 We also increased the

annual dividend Jot 2012 by almost 8%
to 1I2 per share

plated six expansion prctrrcts into service
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We enrjarjed with regulators enler9erie/

re5pOr1der and industry oups like lNGAAand

OEM to improve awareness for piptrie tofety

We eripaed with fjcwernment officthacross

North America on Climate change ynd the

benetv of natural gas to the economy aisd

the environment
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through strategic sourcing end impienininted

enterpnisrswide systems
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processes

iifrtiiUouiy impriun lv rtnrm tSl 11

ttow nt ssrsicnnliiy Inclom lDSl and

carbon Disclcr$ume udnstnp fivist tCDI.I

We were named to the LUSt World and North

America Indexes and ranked rst ri the energy

sector In the U$SP 500 CDLI in 2010 and

Z01t with improvements in both ten ngs

Oniliver an financial arid capital commitments

Continue to provide industry leadership in

improving pipeline safely

Continuously improve project exeCution toward

bestin.dass penforrrianca

Continue advancements In supply them

excellence toward bestrmniclCss performance

Mainben leadership pontoons yr th 0351 and

U.S SP SOD CDLI
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Sadly we had three contractor falalities nicer

ttte period 201070fl Rigorous invtstigationis

and lessons learned from these tragic incidents

have been completed and shared

Total workfarce afnity pci formanve knycoved

33% ri 2011 compared to 2009 as measured

by contractor and emplbyea total incident

frequency

llisiIrwlit Conitractrir thirty Molaurinut
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We Implemented contractor safety menege
merit and twining programs companywide

Contractor tOtal incident frequency Improved

by 14% in 2011 compared to 2009
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We adapted 3M conspanywide ri 2010

tocusing on governance compliance

requirements risk assessment operational

controls nhiasurermient and udt lessons

learned and rnansagemnmnit review All businesses

are assessing their operations against IPA

expectations
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Our 2011 reliability performance 99.7%

exceeded the top quartile at 99.3% Our tin

break
frequency

at 371 is 17% improvement

over 2010

Union Oas achieved 00% firtt call resolution

in 2011 which exceeded our goal
of 88% arid

equaled Our planned 2012 target

Over 98% of all U.S Transmission contracts

ware risriewCd on our Txat lta5ovrn

Transmission LP arid Algonquin Gas

lyarismission pipeline systems

Improve safety peutormance tangining at least

10% recordable incident improvement fr

enrnployees and contractors as prep towards

our ultimate goal of cern incidents

Enhance Safety Cultunry locating an rccO9rrtion of

employee safety accomplishments companywidrx

Develop and irriplemem comprehensive

Driving Safety Standards across the organization

Continue commitment to Assnit Integrity

by Improving operational effectiveness

enhancing nik management cnractices arid

scorecard monitoring

Assess design and implementadon effectiveness

of each business units operations rnracegernent

systems against the 01% framawork

Improve customer satisfaction and reliability by

maintaining trarfisflhssmlhn and processing ptomt

reliability performance
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Delivering Solid Economic Performance
Scan for more Information

on tprctra tnenys

economic Penmonmance

SpEctra Energy achieved strong financial rosuits

jo With the help of prudent financial

ntenagernent we exceeded our 7.011 earnings

target generated strong cash flow continued to

strengthen our investment-grade balance sheet

and strategically positioned ourseives to deliver

future growth

Delivering Solid Financial Results

The details of our strong financial performance in 2011

are provided in our Annual Report Highlights inciude

Achieving record net income from controlling interests

of $1.2 billion an increase of about 13 percent over

the previous year and earnings per share of $181

Increasing the annual dividend for 2012 by almost

percent to $1.12

Delivering Total Shareholder Return of 28 percent

outperforming both the SP 500 and the Dow So net

Industrial Average and

Placing six expansion projects into service

Growing Our Business

Our strategically located assets connect conventional

and unconventional natural gas supplies with four of

the five fastest-growing markets in North America and

provide our customers with access to premier supply and

demand markets

We grow our business through organic growth

expansions and strategic acpuisltions with continuous

focus on safety reliability and customer responsiveness

as well as profitability Since 2007 we have Invested

approximately $1 billion per year successfully executing

on our projects with aggregate returns on capital

employed in excess of our targeted 10 to 12 percent By

the end of the decade we expect opportunities to invest

an additional $15 Dillion in needed infrastructure growth

Achieving regulatory certainty in terms of both process

and timeline is critical to our ability to develop those

infrastructure projecis on-time and on-budget

These growth nvestments result in
significant near-

and long-term economic benefits creating jobs and

revenue for host communities Spectra Energy spent

approximately $2.6 billion in 2011 on materials and

services to grow our business We are committed to

advancing the development of diverse supplier relation

ships including women- and minority-owned businesses

across North America andAboriginal businesses

Canada We purchased $119 million in goods and

services from these suppliers in 2011

Managing Risk

The tpectra Energy board has responsibility for oversight

of our risk management process Through its committees

the board reviews risk across four key areas financial

strategic operational and legal

Members of Spectra Energys senidr leadership team

have soecific accountability for each key risk area Within

the organization risk management committees provide

ongoing oversight of these risk areas These committees

use standardized approach tools and common

language to identify risks which are then prioritized

according to their potential impact to the cornpanyt

We continualiy monitor these factors to proactively address

the changing dynamics that affect our business and the

world around us For examole our board enhanced the

charter of its Finance and Risk Management Committee to

strengthen oversight of our sustainability
and environment

health and safety performance key accountabilities for

our business

Achieving Business Efficiencies

We launched two initiatives to enhance efficiencies in

our business processes In 2009 we launched our

Supply Chain Excellence program which we expect

will provide at ieast $100 million in annual benefits by

2013 from organzational process and technology

improvements Our Streamline project standardizes key

busntess systems and processes into single technology

platform to improve data processing efficiency for faster

problem solving and enhanced sharing of best practices

and lessons learned

hat the NI NI Exoarf6fi.oro ccc has tie cown ac creel 19

more than 5000 direct End inoirert jobs during the lire or the

prgect generatingapproniinacey $78 rnihon federal state

nd local tax tEtienuest The design and construction of one

inare rlatunal gas nipelines in Nonh America can halp

briny the potential of cleaner domesdt natural gas io local

Net Income and

Qivldend Per Share

in millions except

Dividends per Share

Mafetial end

Sewice Spend

In rrcllions

ts Ltæ

ihu
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Net income

controling
interests

Oividends ocr share

in 2011 we achieved

record earnings an

noease or about

13 percent over 2010

mmd in the foutth

quarter Of toil

increased our annual

dividEnd by almost

percent

host communities We pracete prudent

cost management and

capsat discipline in

our spending for

materials and services

The variation in the

spend above reflects

ills particuiarly during

periods
of economic

uncertanity
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Acting with Integrity

Eihics Reports

by Source

percent

Ethics Reports

by Category

percent

All reports were

investigated

35 percent were

substantiated as

s4qlelion end

appropriate actions

were taken

We conduct our business with intugrity

transpansncy anti accountabllrty We recogtnze

our ttakeholden want to uncterstnno how we

make decisions manage our oporntions and hold

ourselves accountable to our toinruitinants and

eodetys cup ectations

Strung Corporate Governance

Corporate governance at Spectra Energy starts with an

effective board structure supported by dearly articulated

policies
that drive management systems and processes

continue strengthen our governance policies and

procedures through our own internal reviews arid by

evaluating and implementing external best practices

In 2011 our 12member board was led by an

independent director and 11 of the 12 board members

were consdered independent under the rules Of the

New York Stock Exchange and the ItS Securities and

Exchange Commission

We have four board committees audit compensatton

corporate governance and finance and risk manage

rnent All tour committees are composed solely of

independent directors

Our board and its committees heid total of 35 meen

ings in 2011 The nearperfect attendance at these

meetings reflects the boards high level of engagement

and commitment

Ethical Behavior and

Culture of Compliance

One of the core values of Spectra Energy is integrfty

ethically and honestly dorng what we say we wll do

both as individual employees and as company

We speak of culture of compliance at Spectra energy

and to us that means far more than
just obeying the

letter of the law and complying with regulations It also

means ensuring our decisions and behaviors are fully

aligned with company policies and expectations which

often exceed external requitements

Our Code of Business Ethics Code sets the standard

for workplace behavior at Spectra Energy We expect

everyone who works on our behalf our employees

our board of directors and our contractors to adhere

to our Code

We routInely review and update our Code to ensure it

incorporates industry best practices We tohduct an

internal assessment of our ethic and compliance

program on an annual basis In 2010 we commissioned

an assessment by an independent law firm incorporating

many of the recommendations and other enhancements

into the Code and our practices We issued an updated

Code to every employee and contractor in 2011

We are proud that 100 percent of our employees and

contractors completed compliance training in 2011

We developed simple message of iComply to

reinforce the robust expectations of our compliance

culture and held Compliance Week during which We

conducted comprehensive compliance training sessions

consolidating information arid requirements from

departments across the company Over 1300 employees

and contractors attended live training sessions all

remaining erhployees and contractors completed

compliance training onfne

seventynine ethics

matters acre reported

in Colt an increase p1

25 percent over 2010



We encourage the use of our independent arid

confidential ethics hotline to report suspected unethical

and criminal conduct or environmental health and safety

concerns and to ask questions regarding our Code of

Business Ethics or other related issues Seventynine

ethics related matters and questions were submitted to

the office of ethics and compliance in 2011 primarily

through the hotline an increase uf 25 percent over 2Q10

We consider that increase as an indication that our

employees are more aware of how we should fulfill the

expectations of the Code and that they have confidence

the confidentiality of the reporting systems The

majority of the reported items were related to employee

relations harassment accounting and other internal

controls All reports were investigated Of the 79 reported

matters 35 percent were substantiated as violations of

company policy or our Code resulting in appropriate

actions being taken The remaining 05 percent of the

reported matters involved responding to questions or

investigating matters for which the reporting individual

did not possess enough information to understand that

no violation had occurred

Attention to Political Advocacy
and Accountability

Spectra Energys advocacy goal is to be the Advisor

of Choice on natural gas-related issues We focus on

communicating the benefits of natural gas providing

leadership to address energy policy and regulations

that may affect qur industry our company and our

stakeholders We participate in the democratic process

while adhering to all applicable laws in Canada and the

United States

We advocate for the use of natural gas as foundational

fuel and the value of related infrastructure We encourage

understanding and appreciation for the important role

natural gas plays in achieving North Americas energy

environmental and economic goals Our advocacy

priorities nclude pipeline safety the economic and

environmental benefits of natural gas and the contribu

tion of natural gas to North American energy security

We track and analyze proposed legislation and

athocate the companys position with government

officials at the state provincial and federal levels in

Canada and the United States Our key public policy

issues include the roleof natural gas and the value

of infrastructure regulatory stability corporate tax

policy and global climate change

Political Contdhutions

Spectra Energy makes financial contributtons to

registered political parties political
action committees

and candidate campaigns in the united States and

Canada that support policies
consistent with the

interests of the companys customers shareholders and

employees Our contributions are in compliance with at

applicable federal state and provincial laws and with

Spectra Energys Charter and Code of Business Ethics

Contributions may be made through the corporation

or through the Spectra-DCP MC political action

committee that is not affiliated with any political party

candidate or organization and is supported through

voluntary contributions from our employees

Our total corporate political contributions in Canada

and the United States were $181905 in 2011 Through

the Spectra-OCP PAL eligible employees contributed

$254590 to candidates and campaigns at the state and

federal levels in the United States All of our US political

contributions are publicly disdosed atwww.fec.gov

Attention to Management Systems

We use management systems to monitor and control the

implementation of our business strategies and polides

inciuding risk management operations stakeholder

engagement and environment health and safety We

continue to focus on improving our systems and making

them more rohuO interconhected and consistently

applied across Spectra Energy In the past two years we

have further enhanced the following systems dtscussed

in more detail in the relevant sections of the report

Standardized business systems and processes through

the Streamline SAP implementation project

Implemented Supply Chain Excellence improving

processes for purchasing data management inventory

optimization and contract management across the

organization

Implemented uniform processes and common

language for risk management across the organization

Launched branded ethics and compliance program

iComplyt and conducted comprehensive compliance

training for the entire Organization and

Advbhced the implementation of our Operations

Performance Assurance OPAl framework

Political

Advocacy in

Cdnada

As cart of the

companfs Advisor of

choice goals western

Caroda Transmission

and Processing has

focused on building

awareness among

enrternai stekeholders

of thb role of natural

gas as key economic

Cover We reached

out to government

stakehotriens in British

cokunbia highlighting

opportunities for

natutal gas in the prow

rices energy policy

We focused on thrae

key oppottwiities

increased rise of

natuiai gas to generate

eronomc and retabie

electricity capon of

natunai gas to new

markets in Asia due to

market dieersifcatioii

and natural gas as

transportation fuel

for large Beets end

return-to-base vehicles

rhe cennpany was

pieased to see all of

these opportunities

reflected in the ac

governments rebruany

2012 Natural Gas and

ING
Strategies

www.nieactraarergy com/swminabttty
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Opec atinq Safely and Rehabiv

Crisis

Management
Pd ndpes
We care for safety

and lives

We provide

shelter and care for

all affected

We communicate

openly canddly

and quickly

we collaborate

teen intently and

respond to concarns

and suggestions

We mnimize
property

and environmental

damage

we empower our

people to act

Employee Ma
Incident ftrequency

tarjaiber of injuries pet

200000 hours worked

2arercitiiaojAei 2M

011 09 10 Ii

vi Actual

Target

Our employee total

incident frequency

improved 14 percent

in2Olt to 143 as

compared to peer

group aeerage of 279

The peer group

average ot 2.79 is how

Our subsection of the

industry performed

in 2010 thIs number

is also the basis of

competitors based on

data avarlability in 2011

Our cenimitmerst to safety is deeply held value

The safety nf our worlcforce and others who may

be affected by our operatIons is our top priority

Saf reliable operations conttrtule our license

to operate and irs conjunctioli with responsive

customer servece enable us to retain existing

customers and attract new business

Prioritizing Safety

We expect our employees and contractors to make

personal commitment to ooerate and Work safely and

to strive for zero injury and zero Work-related illness

culture. That commitment is underpinned by our Charter

and our Environment Health and Safety EMS policy

Our safety performance is key business account

ability of the organization and all employees With

oversight by the board of directors Safety performance

improvement begins with our leadership Each year

our leaders develop and irriplement personal safety

action plan Which they share with their team members

and implement throughout the year We ensure that

each employee has the appropriate training and skills

necessary to prevent Work-related irijunes and

occupational health hazards

Rigorous and systematic management of safety risk

at the operations level is paramount to our safety

commitment Our Operations Performance Assurance

OPA framework clearly establishes organizational

expectations for operational safety and enhances

our ability to assess monitor and act on safety and

operational risks

Reducing Workforce Incidents

Our safety performance is imorovtng in some areas

Spectra Energyts employee incident frequency improved

significantly to 167 in 2010 With an additional 14 percent

improvement to 1.43 in 2011 We continue to work

toward attaining all of our safety goals including top

decile performance in our peer group

Tragically three of our contractor colleagues lost theif lives

in 20t1 Full
investigations were conducted to understand

the cause of Each incident and we shared lessons learned

across the organization to prevent future occurrences

These sad iosses only deepen our resolve to attain

zero injury and zero work-related illness oulture

Despite these losses our contractor incident frequency

has improved by 14 percent since 2009- attributable in

large part due to our contractor safety program and

safety summits.- with rate of 1.55 rn 2011 Out we will

not be satisfIed until every individual working with us

returns home safely every day

Vehicle safety remains an area of challenge for us

with 2011 results below our targeted expectations

Spectra Energy has deveiooed multi-year strategy

for improving drvrng safety across the organization

beginnIng with comprehensive driving safety standarth

Aspects of this standard will be implemented in 2012

and the remaining elements in subsequent years

Leading Asset Integrity

We are keenly focused on asset
integrity both as an

essential part of our deeply rooted safety culture and

our responsibility to ensure the safe reliable
delivery

of natural gas to our customers Spectra Energy invests

approximately $700 million annually in pipeline ihtegrity

and system reliability We heightened our proactive

approach to asset integrity
in 2011 by creating an

Asset Integrity department with leadership at the

vice president level

Our designs for new pipelines meet or exceed applIcable

regulatory requirements Our Integrity Management

Program includes vigorous schedule of inspections

assessments and tests of existing pipelines and exceeds

the requirements of oversight agencies Appropriate

actions are taken quickly to address any issues which

could compromise the safety of the public affect the

environment or diminish the
reliability

of the system

we continuously monitor gas flow pressure temperature

and the operating status of all out pipeline facilities and

we are prepared to respond immediately

Emphasizing Public Awareness and

Crisis Preparedness

We educate and involve the public in helping us keep

our facilities especially our pipelines safe By distributing

public awareness brochures to citizens along our pipeline

systems we create awareness of the presence of

pipelines and explain how to recognize and react to

potential leaks or other problems We regularly meet

with excavators to educate them on identifying and

avoiding pipelines and we participate in the U.S national

811 call-before-you-dig utility-locasar program and

in similar Canadian provincial programs

14



that ZERO e4CltfZHr COLTO5E is possible

Some examples include

1SfcL39
years

Hagar INC Plant ZERO Vehide incidents in last 12 munthsl

Our crisis preparedness principles guide our employees in

the event of an emergency with the
priority

of keeping

our workforce and communities safe and restoring opera

tions as quickly as possible Our integrated preparedness

program provides coordinated approach across multipe

disciplines in preparing forand responding to crises Each

business runs emergency response drills annually

Satisfying Our Customers

Spectra Energy has approximately 14 million customers

ranging from natural gas producers to electric generation

utilities and retail customers we use the following

measures across our company to track their satisfaction

Reliability We measure our gathering and processing

availability for natural gas producer customers breaks

in service for retail customers and the reliability of

compression facilities for all customers

Responsiveness lmportaht metrics include our ability

to resolve utility customer issues after their first call

We also measure whether longhaul customers choose

to renew contracts with us

Providing Reliable Service

In the last five years Spectra Energy invested almost

S5 bilton in 53 prolects to grow our energy infrastructure

so that we can deliver natural gas to our customers high

demand markets

We exceeded our 2011 targets for retabilit achieving

99.7 percent reliabtity across our system and 17 percent

decrease over 2010 in the Union Gas line break frequency

Responding to Customers

Listening to and rdsponding to our customers needs is

fundamental priority for all of our businesses and

critical element of our business success We have many

channels for our customers to communicate with us and

we carefully consider all of those communications

In our transmission processing and storage businesses

our ctdtomers expect competitive rates and reliable

service Our account managers develop ongoing relation

ships with our customers to respondto their concerns

and optimize their services Customers also have access

to online systems for more convenent scheduling

reporting and monitoring of their senice and to provide

us with feedback In 2011 we received increased

customer satisfaction ratings for all of our transmission

businesses validating the improvements we made to our

systems and procedures as result of customer input

At Union Gas our retail commercial and industrial

customers expect reliability affordability and responsive

customer se.vice We solicit feedback on whether we

are meeting those needs through interaction with our

customers website surveys surveys conducted through

thad parties and partIcipation in industnj studies such

as the Mastio study which ranked our storage and

transmission business first among Canadian pipeline

companies in 2011 We obtain additional information

by measuring our ability to resolve customer issues

after their first car.

Other important aspects of our customer service at

Union Gas are our Demand Side Management OSM
and lincome assistance programs that assist our

customers in managing their energy use and lowering

their espenses These programs are discussed further

in the environmental and online community sections

of this report

contractor Total

Incident Erequency

Number of
irlitiries per

200000 hours worked

07 08 05 10 11

Actual

tart

contractor total inodent

frequency was 1.55 In

2011 an 11 percent

improvein.ent from 2010

the increase of the

target in 2008 is due to

an error

2007 was the pilot year

for treasuring contractor

safety maintenance date

Employee Vehicle

Incident lrequency

Number of vehicle

accidents per nit ion

miles driven

at Actual

target

tmployee vehicle

nddeht frequency

performance while

ahead of our peer

group did not meet

our expectations in

2010 and 2011 we are

implementing spedCc

programs to improve

performance
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Respecting the Environment
Scan tar inure inIornatitrt

specua tnergyt

Enirrinineitai Practices

As tine of North Americas leading natural gas

inirastructure cenipanios Spectra dnergy considers

environmental stewardship fundamenta priority

Our environment health and safety EHS policy

outfines our commitment to minimizing the impact of

our operations and respecting the environment in areas

that matter most to our stakeholders and to our business

All employees contractors suppliers and partners are

held accountable for understanding our policy and

meeting all applicable EHS requirements

Our comprehensive EHS management system which

incorporated into our Operations Performance Asurance

framework OPAI helps us control the environmental

impacts of our operations from project development to

facility decommissioning This system meets and in many

cases exceeds the key environmental management

requirements of ISO 14001 the industry standard for

recommended practices

Progressive Approach to Cu mate

Change and Energy Efficiency

Natural gas is the cleanest-burning fossil fuel and

plays foundational role in diminishing the global

carbon footprint We are resolute in doing our part to

reduce the effect of greenhouse gas 040 emissions on

the global climate For the natural gas pipeline industry

using energy wisely and encouraging our customers to do

the same are critical ways we can contribute to reducing

040 emissions As outlined in our climate change

position we are committed to

Developing infrastructure to facilitate the use of natural

gas as deaneç lower-carbon energy source

Operating our facilities safety reliably and efficiently

Providing energy services that help customers increase

effciency and/or reduce 6140 emissions and

Taking an active and constructive role in the develop

ment of climate change policy in the United States

and Canada

Championing Efficient Operations

Increasing the efficiency of our operations is an ongoing

priority for Spectra Energy Reducing the energy we use

during our operatons and minimizing the amount of gas

lost from our pipelines lowors emissions decreases our

costs and conserves natural gas

Our U.S Transmission business participates in the US
Environmental Protection Agencys Natural Gas STAR

Program for methane reduction We have reduced

methane emissions by over billion cubic feet since 2007

by implementing more efficient practices This translates

to about $50 million in gas conserved for our customers

Some examples of our efforts to create effidencies

include the smart application of technology in using

waste heat to generate power and process gas in our

Western Canada Transmission and Processing business

and setting annual energy conservation targets ror our

Union Gas buildings and fleet

Carbon Capture and Storage

Recent advances in technology are enhandng our ability

to significantly reduce emissions carbon capture and

storage CCS technology which involves capturing CO
at the source and injecting

it deeply underground into

geological formations for permanent storage is an

important step in mitigating the effects of carbon fuels

Spectra Energys Western Canada business has proven

experience in CCS and is recognized as world leader In

CCS by the UN Intergovernmental Panel on Climate

Change Several of our existing facilities are equipped

with CCS On average these facilities remove and store

about 50000 metric tons of COr each year totaling

more than 800000 metric tons since 2007

Currently the company is assebsing the feasbility of

developing world-scale CCS project in Fort Nelson

British Columbia While significant investment and

complex undetaking it holds the promise of capturing

and stonng two million metnc tons of co the equivalent

of takIng 500000 cars off the road annually

Enhancing Customer Efficiency

Our Union Gas business helps customers reduce their

natural gas and electridty ue through Derrolnd Side

Management DSM programs which use education

and financial incentives to motivate customers to use

less energy and/or shift their energy use to offpeak

dmes Between 20072010 Union Gas DSM programs

have helped customers save an estimated 331 million

cubic meters of natural gas

Union Gas OSM programs also support customers

efforts to realize cost savings and environmental benefits

by providing audits training new building construction

advice and building retrofit programs

Greenhouse Gas

Emissions GHG
Millions Metric tons

ot carbon Dioside

equivalent cco

2011 0110 emisnions

increased siigtstiy due to

growth while 0110 inten

sny decreased due to

greater througiiput and

operatIng elfidandes

2407201U Avoided or

Reduced GISG ESssions

.3 million metric tens

percent

threepromiged

approads has resulted

ri significant 0MG

emission avoidance

or iecluction

indirect 0110 EmissIons

Direct 0MG Emissions

OdIG intensity

lmnetrc tons co2e per

billion mu ol natural

gas thmughputl
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Annual Natural Gas

Savings from Demand

Side Management
DSM
Milton Cubic Meters

1mb of Natural Gas

ON

ii
01 08 09 10

Our OSM pixjramt

saved customers

331 million ni of

natural ps uSe irons

2001-2010

AU EmIssions of VOCs

co SOs and 540s

Thousand Metric tons

to

01 08 09 10 11

Volatile
Organic

Compounds yOU
carbon Monoxide to
Sulphur OioxkieS0x

Nitrous Doxde 51081

itt tlmisslons Inrensoly

metric tons per hilton

Ow of natreal gas

throughput

We reduced air

esnissons 10 percent

from 2001 by nyesting

in control technotoglec

Continued Focus on

Greenhouse Gas Emissions

With our commitment to reducing our carbon footprint

Spectra Energy is measuring 0516 emissions from our

operations specifically the carbon dioxide produced

and emitted in transporting gas through our pipelines

and other facilitils and the methane that escapes during

the transmission process In 2010 and 20110 our total

emissions increased slightly from 2009 as result of

acquisitions of new faolities organic growth in our

infrastructure and operations and the increased amount

of gas transmitted through our pipelines Emissions from

purchased electricity serving our facilities remained

steady over this period We currently are conducting

study to more accurately measure our methane emissions

and better understand the sources of those emissions

In addition to the actual level of emissions 6516 intensity

is an important measure of efficiency We have been

successful in reducing the 6146
intensity

of our operd

tiony since 2007 by usrng energy more efficiently
in

transmitting gas through our facilities reducing methane

losses and increasing the amount of gas transmitted

resulting
In greater efficiency and utilization

By operating seven carbon capture and storage facilities

providing Demand Side Management programs for

our customers and focusing on operational efficiencies

Spectra Energy has reduced approximately 4.3 mIllion

metric tons of
CO1

and other emissions from 20072010

Lowering Air Emissions

In addition to 6516 emissions our operations generate

nitrogen dioxide NOx sulfur dioxide carbon monoxide

and volatile organic carbon emissions We achieved

10 percent decrease in these emissions from 20072011

by investing in NOx emission controls and ensuring new

equipment meets the latest air emissions performance

standards before purchase and installation

Reducing Waste

Our natural gas gathering processing transmission

strage and distribution businesses generate solid and

liquid waste streams both hazardous and non-hazardous

Waste volumes vary year on year accordng to operational

and maintenance activily levels

In 2010 our U.S Transmission busineto conducted waste

minimization
pilot programs that identified opportuntties

for increased recycling and reduction of hazardous waste

This resulted in improved waste management and recy

cling practices at additional facilities in 2011

Assessing the Use of Water

We recognize that fresh water use is an issue of increasing

concem to many stakeholders and communities We

are assessing the primary uses of fresh water across

our businesses and evaluahng our net water use for

cooling and processing in natural gas processing facilities

dissolution of subsurface sah formatons to create natural

gas storage caverns and hydrostatically testing the

strength of new pipelines and related equipment prior

to operation

The amount of fresh water used by the company each

year is determined by the amount of activity in each area

For example the amount of water used in salt dissolution

in storage cavens decreased significantly in Wit as new

caverns were completed

Approximately 15 billIon gallons of fresh water were used

in 2011 with an estimated 92 percent discharged and

returned to its source at similar or higher quality The

fresh water that we use for salt dissolution in our storage

caverns converts to brine and is disposed of in licensed

disposal fadlities

is



Spectra Energys Code of Business Ethics and

Environment kleflh and Safety Policy
set the expectation

that we respect and responsibly manage natural

resources We consider ecological preservation and

conservation as central part of that responsibility

Before oroposing pipeline routes and determining facility

locations we conduct risk assessments and consult with

stakeholders to identify potentially sensitive areas and

ecological challenges including protected speoes and

habitats When possible and where alternative routes are

available we avoid environmentally- or culturally-sensitive

areas Once pipelines and facilities are in place we work

to maintain the right of way in manner that balances

safety requirements and environmental sensitivities We

mitigate our impact by restoring pipeline rights of way

and Implementing the recommendations included in

environmental and social impact assessments and those

provided by permitting agencies

Hazanioua and

Non4tazardcus Waste

Thousand Metric tOns

rN

Cm

ii ii

Ca 09 10 11

Hazardous waste

Nomhaaardous Waste

vs Recyclables

Volume of waste

generated varies year

on year due to periodic

maintenance activities

tocus on sticyclirig

Fur improved volumes

since 2008

tresh Water Use

Gross

percent

Tree reolanting at union Gas stenage hub in southwestern Ontario

Stewarding the Land Responsibly

Access to land for facilities and pipeline nghts of way

is critcal priority for our business We appreciate

that many areas across North America have particular

btologlcal or cultural sensitivities and we take great

care to consult with stakeholders and minimize our

impact on those areas

We also support conservation and ecologwal preservation

efforts in the larger community through grants from the

Spectra Energy Foundation to organizations such as the

Corporate Wetlands Restoration Partnership CWRP
Spectra Energy executive serves in leadership capadty

on the CWRP board of directors

93%
is tvocesslcooiing Water

90.3%

Approvimately 15 bition

gailons ol Iresh water

was used in 2011 with

an estImated 92 percent

returned to its source at

similar or higher quality

www.tlsectraenery5coitfwssafrrats$ty
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We are proud member of numerous communities

across North Amerka We build strong relationships

with communities by respecting their concerns end

by supportfng community development as we grow

our business

We work closely with local stakeholders to understand

communitys long-term needs and opportunities and

direct our programs and fundinq to initiatives that wil

have Lasting benefit

Local Economic Devetopment

Spectra Energy plays significant
roie local economic

development In 2011 we

Provided natural gas that fuels buines growth and

bnngs warmth and power to families

Employed 5540 peopleand delivered $881 milton

in total wages and benefits

Purchased $119 million in goods and setvices from

diverse suppliers utilizing local vendors where possible

Paid $831 milton in taxes to local state provincial and

federal governments and

helped customers save $12 million cubic meters of

natural gas through programs that empower customers

to control their energy use and lower their
utility

bills

Responding to Communities

For Spectra Energy community stewardship means

listening so ourstakeholders and being responsible

members of the communities we serve We engage

local stakeholders affected by our projects and ongoing

operations early and often guided by our Stakeholder

Engagement Principles Our formal processes to assess

mitigate and monitor the environmental and social

impact of our operations meet or exceed regulatory

requirements

The feedback that stakeholders provide us 15 incorporated

into project design plans and operating practices We

proactivelyfollow up with key stakeholctCrs to discuss

how we have addressed their concerns For example

on the websi5e for our New JerseyNew York project

yesgaspipelineorg we highlight nine examples of

variations to the originally proposed pipe me route that

are the direct result of input from concerned stakeholders

Strengthening Aboriginal Relations

Aboriginal peppie are our neighbors business partners

employees and customers Spectra Energy recognizes

and respects the unique cultural and historical character

istics of Aboriginal people and their connections to the

land This understanding underpins our efforts to build

mutually beneficial sustainable relationships with

Aboriginal communities within our areas of operation

in Canada Important aspects of this collaborative

approach include

Seeking opportunities to learn about our respective

cultures and objectives

Consulting eCrly on project plans to minimize our

impact on communities

Communicating often regarding activities evolving

interests and progress on commitments

Building capacity for economic development through

invest rnents in education and opportunities for

employment and business and

Partnering on camniunity safety and

environmental stewardship

Strategic Giving

Community investment is an lmportant element of

our community partnerships We proudly contributed

$10.6 million in 2011 to the communities where we live

and work One of our most significant investments iS in

the United Way to which our compaby employees and

retirees collectively gave $3.1 million in 2011 percent

increase over the previous year

Our community investment policy promotes consistency

while allowing regional flexibility to athieve greater

impact We locus our giving in three areas education

and warkforce development community vitality and

employee support and volunteerism and work with our

community partners to identify those opportunities that

achieve the greatest societal and business benefit

in our 2010 employee survey 88 percent of our

employees said they are proud of our contributions to

our communities and that our community involvement

iS key driver of their engagement

Spectra Energy employees demonstrated strong spirit

of philanthropy hn 2011 by volunteering 31800 hours

in our communities 6000 hours more than the year

before The company gave over $168000 in grants to

support employees volunteer work with charitable

organizaliorssand masdied $559000 in employee

donations to those organizations

Scan for more

infcerriation on

Spectra toergys

5otil Practices

Engaging with Communities

ratat Community

tovestreent

PoSers in reiltons

2007 6.6

2005 7.1

2000 7.5

2010 92

2011 10.6

Union Gas celebrated

its centennial in 2011

anti we awarded

more than $300000

to thmltable and

nonprofit organizations

across0nterio

Strategic

Sourcing

We are rommlucti 10

working closely with

Aboriginal communities

to ensure they share in

our economic success

by creating business

employment opportu

nities Our Western

Cnade Transmission

and Processing business

implemented pro
curernent program to

encourage the inclusion

of Aboriginal peOple

in Our contracted

wcxklorce In the

tendering process we
.mkeri contractors to

ITI1t rommismerns to

hire AbOliploel peoples

and/at subcoo1rct

to qsraiffied Aborigirsil

businesses We con
tinue to Work with our

contractorS to turn

those commitments

into action plans We

also encoutege our

contractors to fot

on training when

necessary so increase

the capacity of

Aboriginal peoples etti

subcontractors We

ieeiew the iCSlt of

these efforts annually

to make adjustments to

the program at

wwW soecmeargrsriWustatsabliity 21



Wh nnwt II

Valuing our Employees

Workrorce by Gender

IF
07 08 01 10 11

emle

5rce 2007 our total

workforce ha arowe

by percent while

as percent of

our workiorcO have

at 28 percent

cenaIes

Percentage of

Mangemeat

Ill
07 00 09 10 ii

Spectra Enerçy

hat 252 females

in management in

201L an Increase of

14 percent over 2007

Spectra Energys success is largely due to our

engaged end highly skilled employees Our

employees teD us they are engaged because

they are empowered to make decisions and

perform meaningful work and That They appreciate

our corporate commitment to Integrity and

social responsibility

Our ambitious and overarchg goal is to be an Employer

of Choice We attract and retain employees because

of our culture of openness and truSt built on shared

purpose common values and our focus on balancing our

business objectives with employees career and

personal goals Spectra Energy1s work environment

promotes the use and enhancement at employeeS skills

and competencies throughout their careers

Effectivety Engaging Emptoyees

Respect listening
and two-way dialogue are key

elements of employee engagement at Spectra Energy

Our executives are accessible to employees across the

company and communicate with them regularly through

face-to-face end town hail meetings email webcasts and

other company media We seek employee feedback in our

Employee Safety and Eogagement Survey and act on that

feedback through the development of new programs and

other activities

Our open-door policy encourages employees to request

advice and assistance We also provide third-party

confidential hotline accessible by phone or Internet

for anonymous questions or reports

Fostering Diversity Inclusion

and Respect

At Spectra Energy we place tremendous value on

the unique differences of every person and promote

welcoming workplace.that respects individual dignity

nd is free mm harassment Our culture is reinforced

through our Diversity Statement of Purpose Resolution

of Respect and our Code of Business Ethics

We endeavor to reflect the diversity of the communities

where we operate in our leadership and workforce

Each business unit develoos diversity strategies In

alignment with our corporate objectives and we wotic

with universities and organizations that can enhance

our access to talented pool of diverse candldates

We pfoactively identify qualified women and minority

candidates during succession planning and thoroughly

consider their potential for each leadership position

Development plans are then prepared for thete

potentiCl successors

Respect is key element of our commitment to diversity

and inclusion Each of our businesses requires training

an harassment in the workplace In 2011 we updated

our diversity and nclusion intrariet site with links to

computer-based training information art our employee

resource networks and educational resources We are

developing new ways to provide diversity training to

our field employees such as facilitating employee

participation through webcasts and video recordings

of events so that employees can view these activities as

their schedule permits

Planning for the Future

To ensure the viability of our future workiorce each

department updates workforce action plan every two

years This addresses.organizatio.nal needs and skill gaps

wth focus art critical at-risk positions that may need to

be filled within 24 months

We invested approximately $150000 in 2011 to identify

future talent particularly in the areas of engineering and

business in the United States and Canada We recruited

35 interns and full-time employees from targeted schools

ncludilng five universities with strong engineering pro

grams In addition we mmitted to doubing the number

of engineering interships we offer in both the United

States Cnd Canada in 2012 Our Commercial Associate

Program attracts MBA graduates with business specialties

by offering two years of rotating high-profile challenging

assgnments with access to executive mentors and

professional development programs

We also have d9veloped an orientation process to help

new employees learn about the company and its culture

and better understand their job expectations and their

teams work styles resulting in increased productivity

compensation and Work-Life Balance

Spectra Energy employees are rewarded through

competitive compensation and excellent benefits

Employee compensation includes incendve pay for

achieving end surpassing safety environmental

operational financial and other performance objectives

through the Short Term Incentive Plan

Eacit of our locations offers benefits to help employees

balance work and quality of life which may include

flexibie work schedules arm telecom muting

22



Managers and employees are encouraged to have

ongoing discussions on performance management

career progression and personal development All

fulhtime and many represented employees utilize an

annual standardized performance appraisal process

Our Performance Management System supports this

dialogue between employees and supervisors about iob

duties competencies work performance and individual

development plans

Developing Business and

Leadership Skills

Spectra Energy offers instructor4ed training and over

3600 Webbased courses to build key competencies

We have targeted leadership programs for highpotential

employees women and executives and we offer training

on business acumen and leadership skills applicable to all

managers In addition educational assistance is available

to all regular full4irne employees who wish to continue

their academic education

The company invested $1.1 million in professional and

leadership training programs in 2011 with 33 percent of

the workforce receiving training Also 142 employees

were matched with one of 104 mentors with experience

in their areas of interest

Through our workforce planning efforts in 2011 we

identified departments and roles at nsk of losing critical

knowledge due to the potential of employee attrition

and the age demographics of our workforce We then

developed action plans to retain that knowledge

involving the atrisk groups in trainng and mentoring

using job rotations to increase exposure between

experienced colleagues and those emergmg in their

careers and implementing our knowiedgesharing

process as needed throughout the organization

Promoting Employee Well-Being

Spectra Energy is dedkated to creating safe work

envronment and offers critical weliness resources

such as full medical plan for employees online

wellness education and in some locations fitness

facilities We provide an Employee Assistance Program

professional confidential service to help employees

resolve personal concerns

Spectra Energy follows corporate standard to

identify prevent and mitigate workrelated risks with

its Environment Health and Safety EMS management

system We track performance on work related risks in

our comoratelevei EMS scorecard and other internal

measurement systems and use the results to ptontize

action plans including individual business unit targets

Ag Demographic

petoint

cZS 2%
25341%
ia 351421%
455437%

55.24%

Our woikrorre

4einographic lncludv

iarge number ot

retiiØment.elirjibit.r

empiolees In toil

our Wiiiiraly turti

orer raiv averaged

18 percent

Performance Management Sharing Knowledge
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Data Tables

Summary of O08201 Hah Safety Perform tce Data1
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Work Rabo Sb of tmptoyeeHoUrs 100% 21% 40% 39% 100% 100%

Employee Lost Workday Case Rat 0.40 045 028 049 034
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Summary of 20092011 Workfo ce Satistics1
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Su mary of 2009 2011 Environmental Performance Data
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Awards and Accolades

A1bertas

COMMUNITY
OF RSPECTs.c

AI a4 ic

fthc
1OOJ

woüS MOST 2012 i2

ETHICAL
Canadas Geenst

COMPANIES
WWWEHSPHELCOM

News weks 2010 2011

Green Rankings

CR Magazine

100 Best Corporate Citizen

2011 2012

Chief 1earning Ofcer

Magazines 2011

LNrningElite

Human Rights Campaign

Corporate Equality index

2O09-201

Southern Gas Assodations

2011 Environmental

Excellence Award

Global Reporting Initiative Index

The GIobl Reporling Initiative GR1 is an inlornationaty

accepted framework for reporting on an organizatlons economic

environmental and social performance

Although our Sustainability Report is not organized according

to the GRI list it addresses many of the indicator topics We

provide detailed response to all of the GRI indicators on our

wbsite at spectraenergycom

With this report and our online information we meet the

GRI 31 Guidelines Application Level

Deaiplion Where Reported

Profile Disclotures nide Front Cover 29
121326

Disclosures on Managemeni Anproach 1023

Performance ndicators

Economic 101121

Environmental indicators 1619 24

Labor Praclices arid Pocerit Work 20 2023 25

Human Rights
Please see our detailed indca

at spectreenergycorn

Society 1213 2021

Product Rpontihilil 1415 24

alft Dow Jone
WIE2 SuaainabiHtyIndees

cec

eAPoN DSCLOWflE PROJECT
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Charter

Vision

We are Spectra Energy North Atnertca prerruer natural gas Infrastructure company

Purpose

Wr tuft create Cupenor and sustanabin vcIue fnr our nvestnrs eu5ioner5 empoytes and cornt untiu ha cm thug

ndtura ga pathering prorecsmg tranrmssori storagc and nhubon cervce

We value

SteAard tup Demonstrfling commrtmLnt to envronmenta resoonsMity and hrant cornnlunWra

Integrity Eturally and hontsdy doing wh Wa We VH co

Respect for the hIdRiduat Embraclng dverstq and InclusIon enhanced ay opcnness si 109 trust eadership

tcdrrw/orkard nvaln icnt

saP Sharrg mtendess commItment to zero work relat njur and hunts culture

HIgh Rer5ormancc Arcountabhty ochcvng superior husnrss resul and stratcu ng our rapahhte

WIn Wa Itolatonsup HavIng rektanships whIch tocus on the niton of saluc or jules

lnhatvn HavIng hu courage ueatvy and th opIne to load change nd hape the luturc

We know we are successful when we are the

Suppher of Conce or our customErs

t1 Emoloyer of Chasc lnr ndvlduals

Advisor of Choice on policy and regulation for governments and regulators

Partner of Choot for our conmuntres

Investment Opportunity of Choice for investors
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