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Dear Mr. Hedgebeth: -

This is in response to your letter dated December 27, 2012 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 R. Webber Trust. We also have received a letter on the proponents’ behalf dated
January 23, 2013. Copies of all of the correspondence on which this response is based
will be made available on our website at http://www.sec.gov/divisions/corpfin/cf-

" noaction/14a-8.shtml. For your reference, a brief discussion of the Division’s informal
procedures regarding shareholder proposals is also available at the same website address.

Sincerely,

Ted Yu
Senior Special Counsel

Enclosure
cc: Jonas Kron

~ Trillium Asset Management, LLC
jkron@trilliuminvest.com




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 a 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-8(i)(3). 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 14a-8(1)(3). :

We are unable to concur in your view that Spectra Energy may exclude the
proposal under rule 14a-8(1)(7). In our view, the proposal focuses primarily on the
‘environmental impacts of Spectra Energy’s operations and does not seek to micromanage
the company to such a 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-8(1)(7).

We are unable to concur in your view that Spectra Energy may exclude the
- proposal under rule 14a-8(i)(10). Based on the information you have presented, it does
not appear that Spectra Energy’s 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 14a-8(i)(10).

Sincerely,

Joseph G. McCann
Attorney-Adviser



DIVISION OF CORPORATION FINANCE .
INFORMAL PROCEDURES REGARD[NG SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility thh respect to
. matters arising under Rule 14a-8 {17 CFR 240.14a-8], as with otlier matters under the proxy
_ rules, is to aid those who must comply with the rule by offermg informal advice and suggestions
and'to determirie, uutlal[y, whether or not it may be appropriate in a particular matter to.
recommend enforcement action to the Commission. In connection with a shareholder proposal
" under Rule 14a-8, the Division’s. staff considers the information furnished to it by the Company
in support of its interition to exclude the proposals from the Company’s proxy materials, as well
as any mtormauon ﬁtrmshed by thc proponent or: the proponent’s representatwe

Although Rule 14a-3(k) does not requu-e any commumcauons from shareholders to thc
Commxssxon s staff, the staff will always.consider information concemning alleged violations of
" the statutes admnmstcted by the Comumission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rile involved. The recelpt by the staff
of such information; however, should not be coustrued as changmg the staff’s informal
procedures and Proxy review. into a formal or advczsary procedure.

It»xs xmportant to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reftect only mformal views. The dctennmatlons reached in these no- .
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
pr0posal Only a court such as.a U.S. District Court can decide whether a company is obligated
-~ lo include shareholder proposals in its proxy materials: Accordingly a discretionary
. determination not to recommend or take Commission enforcement action, does not prccludc a
proponent, or auy shareholder of a.company, from pursuing any rights he or shc may have against
the company in- court, should the management. omxt the proposal from the company s proxy
‘material.



January 23,2013

VIA e-mail: shareholderproposals@sec.gov

Office of Chief Counsel

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re: Spectra Energy Corp’s December 27,2012 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 their designated 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 a 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 from the Company's 2013 proxy statement under Rules 14a-8(i}(3), (7) and
(10).

We havereviewed the Proposal and the Company's letter, and based upon the foregoing, as
well as upon a review of Rule 14a-8, itis our opinion that the Proposal mustbeincluded in
Spectra’s 2013 proxy statement because (1) the subject matter of the Proposal transcends
the ordinary business of the Company by focusing on a significant social policy issue
confronting the Company; (2) the Proposal does not seek to micro-manage the Company;
(3) the Company has not substantially implemented the Proposal; and (4) itis not false,
misleading or otherwise vague. Therefore, we respectfully request that the Staff notissue
the no-action letter sought by the Company.

Pursuant to Staff Legal Bulletin 14D (November 7, 2008) we are filing our response via e-
mail in lieu of paper copies and are providing a copy to Spectra’s General Counsel, Reginald

D. Hedgebeth via e-mail at RDHedgebeth@spectraenergy.com.

BOSTOM DURHAM SAN FRANCISCO BAY

711 Atlantic Avenue 353West Maln Steeet, Sécond Floor 700 Larkspur Landing Circle, Suite 105
Boston, Massachusetts 02111:2809 Durham, North Carolina 27701-3215 Larkspur, California 94939-1741
T: 617-423-5655 F1617-482:6179 7:919-688-1265 $:919-688.1451 T415:925-0105 F: 415-925:0108

800-548-5684 800-853-1311 800-933-4806'



The Proposal

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

the Board of Directors publish areport (by October 2013, atreasonable cost, and
omitting proprietary information) for investors on how Spectra Energy is
measuring, mitigating, and disclosing methane emissions.

I. Rule 14a-8(i)(10). 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. 12,598 (1976). Accordingly, the Staff has
indicated that “a determination that the company has substantially implemented the
proposal depends upon whether (the company’s} 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 company’s actions satisfy both the proposal’s core concerns and its key elements.
See, e.g. The Southern Company (March 16, 2011); The Coca-Cola Co. (January 19, 2004)
(proposal seeking direct access to data while company only offering a public report of a
third party); 3M Company (March 2, 2005) (proposal seeking implementation on eleven
principles relating to human and labor rights in China not substantially implemented
despite company’s 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 a proposal that sought a report that described the Board's
oversight of safety when the company only made passing reference to the Board’s 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 Company’s burden on its face, as itis over ayear old at this time. If the company’s
argument is that the Proposal will be substantially implemented by May 2013 with the
issuance of a new sustainability report, the Staff has been clear that future reports cannot
satisfy the rule The .M. Smucker Company, (May 9, 2011).

But setting those arguments aside, itis equally clear that the Company has not already
acted favorably on these issues, nor have its actions satisfied our core concerns and the
Proposal’s key elements. The Proposal requests that Spectra’s Board of Directors publisha



report for investors on how it is 1) measuring, 2) mitigating, and 3) disclosing methane
emissions. The Carbon Disclosure Project’s (CDP) 2013 Oil and Gas supplement’s new
questionnaire on methane emissions is referenced as presenting a widely accepted format
for disclosure, as previous CDP reports have not adequately addressed methane leakage.

Areport adequate for investors to assess the Company’s strategy, as referenced in the
Proposal, would include the methane leakage rate asa 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 includ e whether the Company has a 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 a 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
process” ! and reference “more efficient practices,”2 there is absolutely no detail provided
as to how such measuring and mitigating is conducted, apart from referenced participation
in the EPA’s Natural Gas Star program, reports from which are not publically available to
investors. Disclosure is limited given this lack of detail.

A disclosure adequate to assess how Spectrais 1) measuring methane emissions would
include Spectra’s methodology for measuring methane emissions, the methane leakage rate
as a 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 a 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 or worst
performing assets. Spectra states in their Sustainability Performance Scorecard, thata
“Next Step” is to “focus on the accuracy of methane emissions in the United States,”3
implying current methodologies may fall short in accurately measuring the Company’s 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

1 Spectra Energy (2011). 2011 Sustainability Report,
.spectraenergy.com/sustainabili .
2 Spectra Energy (2011). 2011 Sustainability Report,

www.spectraenergy.com/sustainability, 17.
3 Spectra Energy (2011). 2011 Sustainability Report,

www .spectraenergy.com/sustainability, 9.



Company also references “a study to more accurately measure our methane emissions and
better understand the sources of those emissions,” 4 further implying current
methodologies may fall short. A public report on the findings of this study would be a
useful step toward greater transparency, disclosure, and investor understanding of risk,
and be in line with our request.

A disclosure adequate for investors to assess how Spectrais 2) mitigating methane
emissions would include a description of the Company’s policy to reduce methane leakage,
quantitative goals for reducing methane leakage, technologies implemented for
measurement and reduction, a 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 a published policy to
- reduce methane leakage, has no quantitative goals for reduction, and does not disclose how
~ they assessrisk, a risk mitigation plan, plans to upgrade assets, or how the Board measures
progress. The Company asserts that the Sustainability Report discloses “the Company’s
most significant programs to reduce methane emissions,” however; no examples are given
of how the Company is implementing more efficient practices to reduce methane leakage.

Further, the Company references “detailed quantitative and qualitative information
regarding the Company’s efforts to minimize its emissions of methane” and “a description
of best practice management,” but detail is not provided on either. The most descriptive
information is a generic description of avoiding methane emissions “by improving
operating procedures and through scheduled pipeline and operational facility integrity
management programs”S and having “reduced methane emissions” by “implementing more
efficient practices.”¢ The absolute methane emission reduction claim is only relevant to
reductions made in methane emissions between 2007, the baseline year of the Company’s
sustainability report, and the subsequent 2009 report. Since 2009, methane emissions have
been increasing each year on an absolute basis, which could be a 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
demonstrating that it has substantially implemented the Proposal. Specifically, its failures
to provide any meaningful disclosure on measuring and mitigating methane releasesis
evidence that the Company has not acted favorably on these issues, nor have its actions
satisfied our core concerns and its key elements. Accordingly, we respectfully urge the Staff
to reject the Company’s arguments. .

4 Spectra Energy (2011). 2011 Sustainability Report,

www.spectraenergy.com/sustainability, 18.
5 Spectra Energy CDP Report (2012).

www.cdproject.net/Sites/2012/27/17527 /lnvestor%20CDP%202012 /Pages/DisclosureV

iew.aspx.
6 Spectra Energy (2011). 2011 Sustainability Report,

www.spectraenergy.com/sustainability, 17.



II. Rule 14a-8(i)(7). The Proposal is focused on a 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 management's ability to run a company on a day to-day basis
that they could not, as a 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
itwould be appropriate for a 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 a complex
nature upon which shareholders, as a group, would not be in a position to make an
informed judgment. This consideration may come into play in a 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) (the"1998 Release”).

Consequently, a key question for consideration in determining the permissibility of a
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.” 7

Methane emissions are clearly a significant policy issue confronting the Company not only
because the impact of these emissions are significant contributors to climate change (which

7 With respect to the Company’s arguments that the Proposal is excludable because it
focuses on the Company’s choice of technologies, we respectfully suggest the Company has
misapprehended the rule. A proposal that is excluded for focusing on a choice of
technologies is a proposal that does not focus on a 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 a significant policy issue), but also because the issue hasbecome the
subject of widespread public debate.

The New York Times addressed the question in depthinan April 11, 2011 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 seepin g from loose pipe fittings along gas
distribution lines. This offsets natural gas’s 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 a green reputation, often with the help of
environmental groups that embrace the resource as a clean-burning “bridge fuel” to
arenewable energy future. The industry argues that it has vastly reduced the
amount of fugitive methane with 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 CO2. ? 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. A
January 2013 Nature Article, entitled “Methane leaks erode green credentials of natural
gas”, byline “Losses of up to 9% show need for broader data on US gas industry’s
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 a field study in the Uinta Basin in Utah suggesting 9% methane leakage rates. 10
These results are over 3x the EPA’s 2.3% estimate (based mainly on early 1990’s data) and
over 5x the industry’s 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

8 http://www.nytimes.com/2011/04/12 /business/energy-
environment/12gas.html? r=1&

9 Intergovernmental Panel on Climate Change. 4th Assessment Report.

daw
10 Tollefson, Jeff. Nature. VOL 493 (03 January 2013). doi:10.1038/493012a



at the Denver/Julesburgfield in Colorado. 1! Thisis a troubling development, as a 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%.12 A prior study 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 a well. 13 A 2010 study out of Fort Worth
Texas also revealed highly skewed distribution of emissions, with 10% of well sites
accounting for 70% of emissions, 1 underlining the concern expressed in the Proposal that
while “some operations may incorporate best practice management...therisk 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 BusinessWeek, 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 GHG,” questions
whether natural gas is in fact better than coal from a climate change perspective and
whether the current characterization of natural gas as a “bridge fuel” from oil and gasto
non-fossil fuels is accurate. 15

The New York Times concludes, “The first step in getting beyond this debate, many
environmental advocates argue, is for the industry to stop refusing to take detailed
measure of its methane leakage rates, to inake that information public, and to submit to
rules requiring them to capture it.”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, HSBC just issued
areport 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:

11 Pétron, G. et al. ]. Geophys. Res. 117, D04304 (2012).
12 Alvarez, RA, Pacala, S.W.,, Winebrake, J.L, Chameides, W.L. & Hamberg, S.P. Proc. Natl
Acad. Sci. USA 109, 6435-6440 (2012).

13 http: / /thehill.com/images/stories/blogs/energy /howarth.pdf
- 14 htip:/ /fortworthtexas. gov[gaswells[default aspx?id=87074
. f ] 3




We think 2013 will see a continuation of the shale debate as more studies are
published. These studies, as well as public opinion (Chart 3), affect policy decisions.
Countries such as the UK, Poland, Canada and China are developing shale production
whilst others such as France and Bulgaria have banned fracturing. Theissueisalso
highly divisive at subnational level: Pennsylvania passed legislation last year
allowing shale drilling in the entire state; Vermont voted to ban the practice outright
in May; Maryland put applications on hold for three years (environmental impact
study); New York State has a moratorium in place (public health effects); Quebec
suspended fracturing (environmental review). '

In response to the lack of appropriate disclosure surrounding fugitive methane emissions, a
2012 joint investor statement representing $20 trillion in assets was published by the
Institutional Investors Group on Climate Change (I1GCC), the Investor Network on Climate
Risk (INCR) and the Investors Group on Climate Change (I1GCC), entitled “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 America’s
Natural Gas Alliance (ANGA) reacted to the public debate and possible regulation by issuing
their own estimate of methane emissions, % that of EPA estimates.1? The report underlines
the depth of the issue and lack of needed disclosure to assessrisk on both a company and
industry level: '

The accuracy of GHG emission estimates from natural gas production hasbecomea
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 Agency’s (EPA) Mandatory Reporting
Rule or incentives of programs like the EPA’s Natural Gas Star program, datais often -
not gathered in a unified way that facilitates comparison among companies.2¢

Agency and non-governmental organization reports also highlight the significance of this
social policy issue. The International Energy Agency (IEA) illustrates the risk of failing to

emissions

15http://www.eenews.net/eenewspm/2012/10/25 /archive/52terms=EPA+methane+esti
mates

20 http: / /www.api.org /~ /media /Files/News /2012 /12-October /API-ANGA-Survey- -

Report.pdf



implement best practice management and disclosure in their 2012 report, “Golden Rules
fora Golden Age of Gas.” In an effort to “pave the way for the widespread and large-scale
development of unconventional gasresources,” the IEA asserts that “society 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 IEA also recognizes that “to achieve the trajectories of methane
emissions consistent with the internationally agreed goal to limit the rise in global mean
temperature to 2°C above pre-industrial 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 factors, for want of a better approach, and project a 26%
increase in methane emissions from the oil and gas industry between 2010 and 2030.” 21

Further reports include the National Resource Defense Fund’s (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 Waste,” 22 which outlines the
environmental and economic benefits of methane control technolo gies.

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

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

Wasting a Valuable Resource,”23 that asserts that “though natural gas has been promoted as
amore climate-friendly alternative, current analyses often fail to account for the gas thatis
lost, either intentionally or unintentionally,” pointing to 8 to 12 billion cubic feet of
methane lost annually in Massachusetts alone due to leaking pipelines. These reports
illustrate increasing public concern for this social policy issue.

Further, policy and legal develo pments over the last year, foreshadow increased regulatory
scrutiny. The EPA’s 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.worldenergyoutlook.org/media/weowebsite/2012 /goldenrules/we02012 go
ldenrulesreport.pdf
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. 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 EPA’s
reporting of Spectra’s methane emissions through the EPA Mandatory Reporting Rule
Requirements ~ Subpart W, Spectra has not yet made that information publically 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 a 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 violating the Clean Air Act
by failing to address methane emissions from oil and gas drilling.2? New York Attorney
General Eric T. Schneiderman stated the coalition of states "can't 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. Spectra’s issues with fugitive emissions have been identified in numerous
venues. For example, in March 2012 Spectra was quoted in a Houston Chronicle story,
“Energy leaders urge transparency to win public support”:2?

Efforts for improved public awareness of energy compahy 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.

"Weneed to maintain that because the public's criticism of us has been pretty
significant these days,” Ebel said.

25 http: / /www.e h eporti re orters notlces index. html
elease-draft—of fracmng-rules html
27h www.huffingtonpost.com/2012 /12 /11/drilling-methane- emissions-

lawsult n_2279573.html
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See also, Huffing ton Post, “Natural Gas Leaks: A Risky Business in Need of a Fix"30 and
Vancouver Observer, “Failure to account for ‘fugitive’ methane gas could undercut BC's
climate change efforts, experts say”3! - both identifying Spectra.

The evidence presented above demonstrates how methane emissions are a 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 Company’s
“ordinary business” arguments.

Ii1. 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-
manage’ the company by probing too deeply into matters of a complex nature upon which
shareholders, as a group, would not be in a 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 implementing complex policies.” However, “timing questions,
for instance, could involve significant policy where large differences are at stake, and
proposals may seek areasonable level of detail without running afoul of these
considerations.”

While the Company does not make a 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 a complex issue that is beyond the
ability of shareholders to understand or make decisions about with respect to how to vote
on the Proposal.

IV. The Proposal Is Not Materially False and Misleading
The Company asserts that three sentences combined are materially false and misleading
because they “assert that the Company is not engaging in the practices being advocated.”

The three sentences are:

¢ “[e]missions are not tightly regulated, measure, monitored, mitigated or disclosed
[which has] created arisk to industry, operators and environment alike.”

30 http: / /www.huffinstonpost.com/iohn-b-kassel /natural- gas-leaks-a-
risky b 2402520.html

31 http:/ /www.vancouverobserver.com/sustainability /failure-account-

%E2%80%9Cfu gitive%E2%80%9D-methane-gas-could-undercut-bes-climate-change-
efforts
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e “[r]egulatory risks exists asthe EPA ... encourages best practices through the
Natural Gas STAR program.”

e Spectra Energy Corp “has aresponsibility to implement a program of measurement,
mitigation and disclosure.”

In order for a proposal to be excluded as materially false and misleading the Company must
demonstrate “objectively that a factual statement is materially false or misleading”. Staff
Legal Bulletin 14B (September 15, 2004). The Company has not made any showing of the
sort. Rather, the Company simply asserts that the sentences could lead a reader to reach
the conclusion that the Company is not engaging in the practices advocated.

Asthe 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 a 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 a denial of the Company’s 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 a no-action letter, we respectfully request the opportunity to speak
with the Staff in advance.

Please contact me at (503) 592-0864 or jkron@trilliuminvest.com with any questionsin
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 D. Hedgebeth at RDHedgebeth@spectraenergy.com

General Counsel
Spectra Energy Corp
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FUGITIVE METHANE EMISSIONS REPORT

WHEREAS:

- Natural gas exploitation 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 a bridge fuel to amore
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 COZ over a 100 year period and 72x the impact over a 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 arisk to industry, operators, and environment alike. Studies from Cornell and the
University of Colorado estimate highly varied methane leakage rates as a 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.”

Webelieve Spectra Energy’s social license to operate is at risk and the company has a
responsibility to implement a 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 a 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 more robust
and less susceptible to upsets and downtime.

RESOLVED:
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Shareholders request that the Board of Directors publish a 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 Project’s 2013 0Oil and Gas Supplement will include a questionnaire
on methane emissions, presenting widely accepted format for disclosure. We believe a
report adequate for investors to assess the company'’s strategy would include methane
leakage rate as a percentage of production, how the company is measuring and mitigating
emissions, best practices, worst performing assets, risk mitigation, and environmental
impact.
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Spectra Energy Corp

5400 Westheimer Court, 8P-47

Houston, TX 77056 pec r a
Tel: 713-627-5522 Ener ’
Fax: 713-627-5536 ®

Reginald D. Hedgebeth
General Counsel

December 27, 2012

BY E-MAIL (shareholderproposals@sec.gov)

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F 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 a 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 R. Webber Trust (the “Proponents™), jointly submitted
the proposal (the “Proposal”), which is attached as Exhibit A.

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 if the Proposal is omitted from the 2013 Proxy Materials.
As required by Exchange Act Rule 14a-8(j), 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. A copy of this letter and its attachments is being sent concurrently to the
Proponents in accordance with that Rule, informing them of the Company’s 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-8(k) and Section E of Staff Legal Bulletin No. 14D (Nov. 7, 2008)
(“SLB 14D”) provide that shareholder proponents are required to send companies a 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,
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either individually or jointly, submit correspondence to the Commission or the Staff with respect
to the Proposal, a copy of that correspondence should concurrently be furnished to the
undersigned.

The resolution contained in the Proposal requests that “the Board of Directors
publish a 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 if the Proposal is omitted from
the 2013 Proxy Statement for the following reasons: (i) pursuant to Exchange Act Rule 14a-
8()(10) because it has been substantially implemented by the Company; (ii) pursuant to Rule
14a-8(i)(7) because it relates to the ordinary business operations of the Company; and (iii)
pursuant to Exchange Act Rule 14a-8(i)(3) because it contains materially false or misleading
statements, in violation of Exchange Act Rule 14a-9.

I. The Proposal may be omitted based on Rule 14a-8(i)(10) as substantially
implemented by the Company.

The Proposal may be omitted under Rule 14a-8(i)(10) because Spectra Energy
Corp has since 2008 produced for investors a sustainability report describing the Company’s 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 14a-8(i)(10) 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. 7, 1976) (regarding the predecessor to
Rule 14a-8(i)(10)). The Staff does not require that a company has “fully effected” the
shareholder proposal in order to permit exclusion under Rule 14a-8(i)(10), provided the company
has already “substantially implemented the proposal.” See Exchange Act Release No. 40018 at
n. 30 (May 21, 1998) (the “1998 Release™) and Exchange Act Release No. 20091 at § ILE.6
(Aug. 16, 1983) (the “1983 Release™). Furthermore, the Staff has stated that “a determination
that the company has substantially implemented the proposal depends upon whether [the
company’s] 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 a shareholder proposal requesting a 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-8(i)(10)
requires that a company’s policies, practices and procedures satisfactorily address the proposal’s
underlying concerns and essential objectives. See Anheuser-Busch Cos. (Jan. 17, 2007);
ConAgra Foods, Inc. (Jul. 3, 2006); Johnson & Johnson (Feb. 17, 2006); and Masco Corp. (Mar.
29, 1999).
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Further, the Staff has found that Rule 14a-8(i)(10) permits the omission of a
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;
Condgra Foods, Inc. (Jul. 3, 2006) (proposal requesting a 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 a similar resolution); Nordstrom, Inc. (Feb. 8, 1995) (proposal requesting
that the company adopt of a code of conduct for its foreign suppliers was excludable because the
company’s existing guidelines substantially covered the requested criteria); and Xcel Energy,
Inc. (Feb. 17, 2004) (proposal requesting the board of directors prepare a report on the
company’s 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); PG&E Corp. (Mar. 6,
2008); and Johnson & Johnson (Feb. 22, 2008), where, in each instance, the Staff found that
shareholder proposals requesting the company prepare a global warming report were excludable
because the company had already published a report that included information relating to its
environmental policies and programs.

The differences between a company’s actions and a shareholder proposal are
permitted so long as the company’s actions sufficiently address the proponent’s underlying
concern and that the essential objective of the proposal has been addressed. For example, in
Texaco, the Staff permitted the omission of a proposal that requested the company to subscribe to
a specific set of environmental guidelines when the company had already established a
compliance disclosure program related to its environmental programs, even though the
company’s guidelines did not satisfy the inspection, public disclosure or substantive
commitments sought in the proposal. In Exxon Mobil Corp. (Mar. 17, 2011), the Staff permitted
the omission of a proposal where the company’s 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 Company’s Board of Directors publish a report on
how the Company measures, mitigates, and discloses methane emissions. The essential
objectives of the Proposal are that the Company (i) 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 Agency’s Natural Gas STAR
program (the “STAR Program”) referenced by the Proponents in the recitals.

On May 1, 2012, the Company issued its 2011 Sustainability Report (the
“Sustainability Report™), which focuses on environmental, economic and social impact of the
Company’s 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 B and is available at
http://www.spectraenergy.com/content/documents/Sustainability/2011_Sustainability_Report.pd
f. Predecessor reports may be found at http://www.spectraenergy.com/Sustainability/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 Company’s approach to climate change and how it measures the
progress of its methane and other greenhouse gas reduction efforts,
including the Company’s most significant programs to reduce methane
and other greenhouse gas emissions; .

¢ the Company’s 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 Company’s ongoing preparation of a study “to more accurately
measure [its] methane emissions and better understand the sources of
those emissions;” and

e the participation of the Company’s U.S. Transmission business in the
STAR Program for methane reduction.

The Sustainability Report provides detailed quantitative and qualitative
information regarding the Company’s efforts to minimize its emissions of methane and other
greenhouse gases, including its efforts to study, measure and mitigate methane emissions, as well
as a 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 a “widely accepted format for disclosure,” and it is actively
engaged in the development of the CDP’s 2013 Oil and Gas Module. Indeed, in recognition of
its strong approach to climate change disclosure, the Company has been named to the CDP’s
Global 500 Carbon Disclosure Leadership index in each of the past four years. Similarly the
Company was recently named to the S&P Carbon Disclosure Leadership Index. The Company
has also identified and reported fugitive and vented emission sources to the Environmental
Protection Agency (“EPA”) under the EPA’s Mandatory Reporting Rule Requirements — Subpart
W. This data will be publicly available in early 2013. Finally, the Company’s 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 Company’s sustainability reports and existing policies and practices address
the Proposal’s requests and clearly achieve the essential objectives of the Proposal. As noted
above, the Staff has often 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 company’s actions, although different from a shareholder proposal, sufficiently
address the underlying concerns and essential objectives of the Proposal. Accordingly, the
Proposal may be omitted under Rule 14a-8(i)(10) as substantially implemented.

II. The Proposal may be excluded based on Rule 14a-8(i)(7) because it relates to the
Company’s ordinary business operations.

The Staff has consistently taken the position that a shareholder proposal may be
omitted proxy statement under Rule 14a-8(i)(7) if it relates to the company’s “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 company’s 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 14a-8(i)(7) 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 Commission’s 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 management’s ability to run a company on a day-to-
day basis that they could not, as a 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 a complex nature upon which shareholder, as a group, would not be in a
position to make an informed judgment.” 1998 Release (citing Exchange Act Release No. 12598
(Jul. 7, 1976)). Merely requesting that the registrant prepare a special report will not remove the
proposal from the ordinary business grounds for exclusion. The Staff has stated that a proposal
requesting the dissemination of report may be excludable under Rule 14a-8(i)(7) if the substance
of the report involves a matter of ordinary business of the company. See 1983 Release.

The Proposal is directly related to the Company’s business operations. Spectra
Energy Corp is a leading natural-gas infrastructure company, connecting natural gas supply
sources to markets. As a 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 a day-to-day function of the Company’s ongoing
operations.
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A. The Proposal is Excludable Because it Relates to Product Research and
Development and the Company’s Choice of Technologies.

The Proposal may be omitted by Rule 14a-8(i)(7) as related to the Company’s
ordinary business operations because it attempts to micro-manage the Company’s business with
respect to the development of the Company’s products, including the choice of technologies 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); E.I
du Pont de Nemours & Co. (Mar. 8, 1991). In CSX Corp. (Jan. 24, 2011), a proposal that the
company develop a kit that would allow it “to convert the majority of its locomotive fleet to a
more efficient system™ was excludable as relating to the company’s ordinary business. The Staff
noted “proposals that concern a company’s choice of technologies for use of its operations are
generally excludable under Rule 14a-8(i)(7).” 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 Pacific Corp. (Dec. 16, 1996) (proposal requesting a report on the status of research and
development of a 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), a proposal requesting a report on the “harm of the continued sale and use of
[radiofrequency identification] chips could have to the public’s privacy, personal safety, and
financial security” was allowed to be excluded because related to the company’s product
development.

If the Proposal’s 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 a
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 a result, the Proposal relates to the
Company’s 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 a 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 a group, the shareholders would not be in a
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-8(i)(7) as
it relates to the Company’s development of its products and choice of technologies.
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B. The Proposal is Excludable Because it Addresses Ordinary Business Matters
and is Not Limited to a Significant 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 a “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 a shareholder vote.” Staff Legal Bulletin No. 14E
(Oct. 27, 2009) (“SLB 14E”). A shareholder proposal that touches upon a significant social
policy issue does not necessarily focus on such an issue. Rather, the Staff has found that a
shareholder proposal is excludable if it does not focus on a significant social policy issue or if it
focuses on matters of ordinary business in addition to a significant social policy issue. See
Exxon Mobil Corp. (Mar. 6, 2012).

While the Staff has not permitted the exclusion of shareholder proposals that
relate to a company’s ordinary business if the true focus of the proposal is on a significant social
policy issue, it has concurred in the exclusion of proposals that cover a 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 a policy prohibiting financing of companies engaged in a
particular practice that impacted the environment was excludable because the proposal addressed
“matters beyond the environmental impact of J.P. Morgan Chase’s project finance decisions”).

The Proposal requests a report that would include matters of ordinary business in
addition to the environmental impact of the Company’s 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 a significant social policy issue—
the environment—Dbut also concerns ordinary economic and operational matters pertaining to the
Company’s business. As a result, the Proposal may be excluded under Rule 14a-8(i)(7).

II1. The Proposal may be omitted based on Rule 14a-8(i)(3) because it contains
materially false and misleading statements.

The Proposal may be omitted under Rule 14a-8(i)(3) because it includes
materially false and misleading statements that would violate the Rule 14a-9 prohibition against
such statements in proxy soliciting materials. This standard is met when a 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
“[t]here continue to be certain situations where we believe modification or exclusion may be
consistent with our intended application of rule 14a-8(i)(3),” including where “the company
demonstrates objectively that a factual statement is materially false or misleading.”
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The Proposal may be excluded because it includes a series of statements that,
when considered as a wholg, 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 “[e]missions are not tightly regulated, measured, monitored, mitigated or
disclosed [which has] created a risk to industry, operators and environment alike.” It continues:
“[r]egulatory risks exists [sic] as the EPA . . . encourages best practices through the Natural Gas
STAR program.” Finally, the Proposal states that Spectra Energy Corp “has a responsibility to
implement a program of measurement, mitigation and disclosure.”

These statements, when taken as a 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 Companv tegularly measure, monitor and disclose its
methane emissions, it is a participant in the STAR Program, the very program that the Proposal
references favorably. Insofar as the statements create a contrary picture of the Company’s
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 14a-8(i)(10), 14a-8(i)(7) and
14a-8()(3). Accordingly, the Company respectfully requests that the Staff not recommend
enforcement action to the Commission if the Company omits the Proposal from its 2013 Proxy
Materials. If the Staff does not concur with the Company’s position, we - would appreciate an
opportunity to confer with the Staff concerning this matter prior to thi issuance of a response.
The Proponents are requested to copy the undersigned on any response it may choose to make to
the Staff.

If you have any questions or need any further information, please call the
undersigned at (713) 627-5522.

Regmald D, Hedgebeth

¢ce: Natasha Lamb, Trillium Asset Management, LLC
Jeffrey Perkins, Friends Fiduciary Corporation
Sister Henry Marie Zimmermann, Benedictine Sisters of Virginia
Sonia Kwal, Zevin Agset Management, LLC
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@;GET R l L L ' UM w@%mz:m £ Trillium Asset Management Corporation

Investing for a Better Worlde Since 1982 www. trilliuminvest.com
November 20, 2012

Corporate Secretary
Spectra Energy Corporation
5400 Westheimer Court
Houston, TX 77056

Dear Corporate Secretary:

Trillium Asset Management LLC. (*Trillium™) is an investment firm based in Boston
specializing in socially responsible asset management. We currently manage approximately
$975 million for institutional and individual clients,

I am hereby authorized to notify you of our intention to Jead file the enclosed sharcholder
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 shareholder 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.F.R. § 240.14a-8). Per
Rule 14a-8, The Sierra Club Foundation and Paul Katg cach hold more than $2,000 of
Spectra Energy Corp common stock, acquired more than one year prior to today's date and
held continuously for that time. 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 a representative to the
stockholders’ 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 Ave., Boston, MA 02111; or via email at nlamb@trilliuminvest.com.

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

Sincerely,

A i

el S K

Natasha Lamb

Senior, Sharcholder Advocacy & Corporate Engagement i :
Trillium Asset Management, LLC R 5*38 EIVED
e | o Nov 28 100
Ce: Gregory L. Ebel, 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 a bridge fuel to a 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 CO2 over a 100 year period and 72x the impact over a 20 year period.

Methane is the primary component of natural gas and is emitted across the value chain during production,
processing, transmission, stor age, and distribution. Emissions are not tightly regulated, measured, monitored,
mitigated, or disclosed. Industry inattention has created a risk to industry, operators, and environment alike.
Studies from Cornell and the University of Colorado estimate highly varied methane leakage rates as a
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 Energy’s social license to operate is at risk and the company has a responsibility to
implement a 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 a 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
feturn 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 a 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 Project’s 2013 Oil and Gas Supplement will include a questionnaire on methane
emissions, presenting widely accepted format for disclosure. We believe a report adequate for investors to
assess the company’s strategy would include methane leakage rate as a percentage of production, how the
company is measuring and mitigating emissions, best practices, worst performing assets, risk mitigation, and
environmental impact.



FRIENDS FIDUCIARY

CORPORATION

TELEPHONE 1650 ARCH STREET / SUITE 1904 FAGCSIMILE
215/ 241 7272 PHILADELFPHIA, PA 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, I 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.

A 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 978-578-4123and her email address is
nlamb@trilliuminvest.com.

Friends Fiduciary owns more than14,200 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 a 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,

f A
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 M. Rice
Corporate Secretary
Spectra Energy Corp.
5400 Westheimer Court
Houston, Texas 77056

Emailed: trice(@spectracnergy.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 a report (by October 2013, at
reasonable cost, and omitting proprietary information) for investors on how Spectra Energy is
measuring, mitigating, and disclosing methane emissions.

I 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.
A 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 $2,000
worth through the date of the 2013 Annual Meeting. Verification of ownership will follow
including proof from a 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, LLC
PTONE i?li«i;g IN SOCIALLY REs 1’{3?&‘&1%?;@ }f?’i?’f’.ﬁ'f NG

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 co-filing a shareholder proposal to be included in the proxy statement of
Spectra Energy (the "Company”) for its 2013 annual meeting of stockholders.

Zevin Asset Management is a 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 R. Webber Trust (the Proponent), who has
continuously held, for at least one year of the date hereof, more than $2,000 of the Company’s common
stock which would meet the requirements of Rule 14a-8 under the Securities Exchange Act of 1934, as
amended. Verification of this ownership from a DTC participating bank; UBS Financial Services Inc, is
enclosed.

Zevin Asset Management, LLC has complete diseretion over the Proponent’s shareholding account at
UBS Financial Services Inc which means that we have complete discretion to buy or sell investments in
the Proponent’s portfolio. Let this letter serve as a confirmation that the Proponent intends to continue to
hold the requisite number of shares through the date of the Company's 2013 annual meeting of
stockholders. )

Zevin Asset Management is a co- filer for this proposal, the lead filer is Trillium Asset Management. A
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 7-742-6666 x308 or sonia@zevin.com. We
request copies of any documentation related to this proposal.

Sincerely, /

Sonia Kowal
Director of Socially Responsible Investing
Zevin Asset Management

S s Biroer, See B4, oo A 2 v nedineon « PHONE 6F2- T 0006 PO TR ERAE Y Tnvea i einain
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This report largely focuses on our econamic, social and environmental performance during 2010 and 2011
and establishes g‘a&}& for the periad 2012-2013, We account for o0y pperated assets only, whith exclude aur
nofroparated jointventure, DEP Midstream, and our fointly operated Gulstrears Natural Gas Systerm arigd
southeast Supply Header. Since our 2008 report we bave acquired Bobeat Gas Storage In Louisiana, 3 salt
caverd natural'gas storage facility with up to 19.8 billion cubic feet of warking capacity. Through our Master
Limited Pattnesship, Spectra Energy Partners, we also have acguired the Big Sandy Pipeline,

Dur reportingconforms to generally accepted standards, inciisding the Global Reporting Inttistive (GRI.

A brief index to select GRI indicatons Is located o0 page 26 of this report, and a deteiled GRI index and other
information is available on our website, GRI has confirmed this report meets the requiremens of GRI 3.1
Application {evel B.

We have adopted reporting pringiples for public disclosure, which arer transparency consisfency
complateness, sccuracy ano refevancy. These principles are reviewed sach reporting oytle; and expectations
are contingously improved against each principle. For mors information regarding our principles, please
wievy our online sustainability report,

We consider sevaral external and irtornal factors to detarming what to report; induding those:

» Raised by stakeholders;
* Reported in ourindustry and relevant to Spactra Energy;
Required by law and regulations in the aress where we work and voluntary sgreements in which
Spectra Energy isa participant;
Related to upholding our values, policies and commitments;
Representing significant risks to the organization; and
Enabling our sutcess a5 well as our contribution to a sustainable fliure.
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Spectra Energy At A Glance

About Spectra Energy Sustainability at Spectra Energy
Spectra Energy Corg (NYSE: SE); a FORTUNE 500 For Spectra Bnargy, sustainability msans providing
company, is-one of North America's premer natural natura! gas infrastructure sewvices to-meet North

gas Infrastruciure companies serving three key fnksin America’s energy needs in g way that i economically;
the natural gas value chain: gathering-and processing, gnvironmentally and socially responsible,

transeriission and storage, and distritution. For morg
than a century, Spectra Energy and our predecessor
companies have connacted critical natural gas supply
Su-lin Jaaskelatnen,  SOUrces 1o premiurmarkets through pipélines and

Oursustainability commmitments are essential to-meeting
our business objective of delivering superior vélue 1o al
out key stekeholders; To accomplish that-oblective, we

ey - : are focused o
Dirggton, Sustainabiity  rgiated infrastrecture. , ( _
a0 Joanne Howard, ) ) o » Delivering oteout financlal corampments;
Manager Sustalnablity  We are based in Houston, Texas, with operations in the * Developing new dpportunities and exacuting
“At Spectra Energy, United States and Canadathat include 5,540 ermiployess, e o o

expansion plans;

v embrisce torpo~ approximately 15,300 miles of transmission pipeline, more » Strengthening our high-performarnce culture by

raterespansibility. - 4yan 300 billion cubic feet of storage, as wel as natural

Our commitment : R, ek reinfircing our priorities of salety and empioyes
“Helps ensure that - gas gathering a&d_pmmmng, natural gas bauidy opera- engagerment; and
We make sustainable tions and local distribution dssets, We have a S0percent y eining our position as an Adviser, Partiier, Supplier,

Ty nay - ownershindn DUP Midstream, onie of the Jargest natiiral s v g st b P A
that meet, and in T ) ’ : ; Lengiloyer and Investmen: Opportunity of Choice,
many cases, excosd gas gatherers and processors in the United States, _ i , .
st stakeholderst C} (15, Franstnission busiess brovid v Our approath 1o sustainebility is integrat to our decdision:
expectationsand  —r Ul faasff{nszmr US”,’%’;;”WL:S trzsnsmrzdatian making and our business strategy, underpinning our
deliver long-term and ;‘9’39? ﬂu“f ‘gz gasiine “‘;’: theastern "’2 ; focus on being responsive to customer needs; raducing

- H £ ¥ H ; . P

T I ‘f“‘g‘g e_a;te;;z hi tg*“ i‘;’df” e Marttime e sk autracting, motivating and retaining talen; and
year's regors, What's fECanaga; it wessern Cansua, pur ansmission an bringing tengible valug, suth 23 jobs, 16 the communities
important to You is processing business segment provides natural gas e sare.
important te Us and gathering and processing services in British Columbia N i .
highlights how we ard Alberta and fransports processed natural gas 10 The ough our commitment to sustaimability, we can meet,
engagewithallour - North American roarkets. Union Gas, our natural gas and in many cases exceed, our stakeholders' expectations
:‘f::’;ﬁ‘:;ﬁ;?: storage, transmission and distribution company, provides N0 become the Company of Chaice.

balance of sconomic,  natural gas to homes, businesses and industries in

sodaland environ. Ontario, Canata, and stores and transports natural gas

mentalpractices.” for orher utih ies and companies in Ontario, Quebed and
the central and eastern United States.
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Focusing On What's lmer’tén’t

Dear Stakeholders,

This.year our annual report and sustainability
seport share acommon theme: What's lmportant
to Your

Our reports are linked because of thedirect connection
batween sustainable practices and the success of our
busingss, We know 1hat we succeed and thrive by achigy-
ing the right balarice among economic, environmental
arighsocial ronsicerations coitical to stakeholders fiké you,

Most mportant 10 s, of course, is the safety of our
employees.and the public we serve: Despite realizing one
of our best years ever i termsof employee safety, sadly
we had three contrattors working for us logé. thair fives,
That is unacceptabie to our company, and we know it is
10 your as well, We have reinforced contractor safety mans
agemant and tralting programs across our organization,
and we horior the memory of our Jate colleagues by
recommitting ourselves 1o keeping one another safe at
all tirnes and striving to realize our zero incident goal,
Thetintegrity of North America’s natural gas pipsiing
system is important to:aur industry and stakeholders.
Spettra Energy actively supported the Pipeling Safety,
Regutatory Cerfainty and Job. Craation Act, which was
signed into law in eary: 2012, We're confident this
legislation will further ensure the satety of natursl gas
infrastructure. We're proud of the role we played in
. advocating on its behalf, both as Spectra Energy and as
part-of industry groups like the Interstate Natoral Gag
Association of America, which-Spectra Evergy hasthe
honor of chairing this year,
~ Qur commitment to sustainability is inextricably tied to
burgoal of béing the supplier of choice for customers,
the Employer of Choice for individuals, the Advisor of
Cholcefor governmants and regulators; the Partaer of:
Choice for communities and the Investment Opportunity
of Choice for investors, We have clear métrics that guide
oureffansand ieasyre our progress on each bf those
criteria: You'l Iea*n migre in the pages that follow and
have the chance to review our sustainability scorecard,
We track and réport our progress in an openand
transparent manngt.

While we embrace continuous improvementand see
ample room 16 raise the bar, we'ra pleased with the.
progfess we're making in key areas. Weiesmade
nimproving rétishifity; customer
responsiveness and delivering projects info service on
tine and within budget: Our stakeholter butreach
program has been commended as anindustry model,
‘and olir work on that front has helped us obtain the
riscessaty permits for our expansion efforts, develop

robist crisis managemend plans and ensure that the
interests of Spectra Energy and our stakeholders sre
well represented i the pulilic policy arena. Wecontinue
wur strong track record of delivering earnings and
dividend growth critical 10 investors, and 2011 wasa
record year for usin terms o nevincome,

Our'more than 5,500 employess are the driving force
behind oursustainabliity focus: They're steadifastly
committed totur goaly and champion ther daily in
thelrwark, decision-making and interactions with
stakebiolders, Their generous spirit is evident in their
community involvement, volumteerism and charitable
giving. I’ espedially pleassd 1o report & 28 percent
in¢rease in volunteer hours in 2011, aswell as record
donations of $3.1 million t6 United Way campaigns in
thé United States and Canada.

While were playing our part in bringing clean, lower
carbon natural gas to market, we're alsoworking to
mimiize oue envirormentat footgrint aswe grow our
busingss. We saw progress in reducing our éperatitmé!
impacts and plaved an Faportant role in helpingour
Union Gascustomers reduce their energy use, We're.
also strengthening our environmental performance
repoiting so that we can better benchmark our progress
and Turther minimize the environmental effects.of
wur pperations.
Wa're making steady progress across the board; fromy
baing & feader iy diversity and inglugion to being named
1o both the Dow Jones Sustdinabllity World and North
Am&rz:aﬁ Indexes, (R Magazing's 100 Bést Corparate
litizans list and (sading the ener on-the Carbon

Disclosure Pra;m Leadership Index, $&P 500,

We're especially honored to be named one of the
World's Mast Ethical Companies for 2012 by the
Ethisphare institute, which recogrizes demuonstrated
isadership in business practicss, a strong ethics and
compliance culture and corporate social responsibility:
Those:are meaningfu! attributes to which our enitire.
team i committed.

Thiarik you foryour Interest in Soettra Energy's
sustainabiiity performance, We 1ook forward 10
continuing thedislogueand Having more good news
1o share with you in the future,

Gregory L. Ebel
prosident and chigf executive officer

W speeirasnergy RETstaingbiity

. Gregoryt, Ebsl

videa agdross,




What's important to you

Durs.5a0 eenploysus are our most
implrtant assets and ambissadors for

compensation and henefits. They el as
that they are engaged Because ey are
gmpowered 1o make deciing and perfors
mgaringful work. and they Apgretiate

sur cammitment & imagmy, sucial régpane
sihility and employes well-being.

Wirengage our smplovees ;rwcugﬁ UL
apen-d6or policy, oneson-one intaractions,
amployes maetings, employee surveys.

nd sotial média.

is important to us,

10 FRSpRE 1Y sur enployees,

I 20102011, wer

* Strangthaned outworkioree planning
and émployee development programs,

* Provided oureinployees with professional
1 jg, ;rdudzng a Jrogram o prepare

10 be-pbassadons forour Compsy

¥
* §mp¢we§ o health and wellness
‘programy and sihanced our festle
working opliong.:
& Celebrated ¢ ployes Suppirt )
: e of o prionit
cocpotate philanthropy: ‘

What's important to you

Sur plirpese (5 1o create supesior, long-
wanvalue for our investors, austomers,
employees and communities by providing
natural g hffé&tﬂxm andservices,

Qur shs:ehcjs_ﬁm expact competitive total
sharsholder returng, responsible torsorate
sieatbuy sxecution, athical behavior aad
transparent remmg defivered by a capable
mnag&mam t@m

teiemnferencea 3116 repons; our anaus!
sharabolder meeting, welicasts, and out
anniual sad sustainabiity seports,

is important to us.
i rEsponge 1o ourinvesters,
20102011 wa

Surpassed our 2011 financial cameviiments,
Excegded our fgm‘d 1&4% perent

Dow onés North Americs Sustainability
Inde for the fourth consecinive yeur
- Radl ﬁfst i the energy sector !ﬂ tha

m‘mhm lndex ) o
Inereasad the annual dividend for 2012
by aimost & petcent, 103113 per shate,




What's important to you

The comanunities inwhich we are frold
16 v dred work sward us our lioense
wuroperstE,

Lur-comsinities
st 1o pubht salety and Satedpeia
tahs, Huphiement with locsl initistivis, and
employreent onporiuniiies that contribue
ol wiages and 1085,
W stgagewith o comeinities by
istening 1o and gatting to know out
sighbots tough pulic meetings and
ii"iim‘f"?éf discussions, We contritivte th out
ctrnmnities tirough adiive woluatestisn
s spinted giving, We Biso partaer with
lcal pilicials and ernergenty responders.
1o furthier enbance pipeiine safaty.

is important to us.

AFesponse 1o our Communities,

i?‘i 20802011 vt

» Prowided sconaric senelits through ol
and e purchinse ohgoads and sanices.
wésted 5106 million in philanihropit
o s, richading 31,500 hours ot
gmploves voltdearism.
Led indusuy collsboration with pubic
officials W improse public awareness of
ppntingsand shtouge fskeindnrmed
dacisicnraking
Proactively e

crment

ted curisk
dEtions Aty our
-giting t ransisscn systern,

imﬁf&vﬁ?‘

; w%m«; sra Spam

What's important to you

W invest about 52 billion et yaar vl
oear- 39,000 supplers and contractors.
Thilr prodiicts andsenvices, provided

i afesponsibie manne, (ontrbulely

[s ¥81ad 1

Gur sappliees and contraniors xpect sale
wmrking conditions, ethicsl and fair vade
pEattices, teely payitent and apporfunitiss
e grow thel buiings.

Weptigagt ournippiiers andcontracton

“pugh selection aod cemtracting DrocassEs
and an pttive network of supply cham

professioaals, Where posdble, weuse
locatsuppliers and comtractons, cortributing
1o the loes) économy;

is important to us.

respanse Waur supsliersand

cantacinrs, 201201, we

« Committed 10 achioving bestiniclars
wipply chain mf‘fzrmantie, whichwill
resultin sironger felaticnslips and
granterslficancet. )
Provitiad tralning propes mases
S EOIaCIoTg I e ling A
Erwirormngntal, Health.and Sefely
standards s supeciations.
wwm:x ALt e cantracion iy
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Addressing What's Important

Natural Gas~
North America’s Fuel of Choice

Hatural gas stands ready as Morth Araerica’s 2158
sentury fuslof cholte - domestically abundant,
atfordable and clean, And it contributes to our
aconomic, environmental and energy security goals.

Dur ability to-reslize the tremendous benefits of natural
gas cormes to-us through scientific and technological
innovation. Today, with advances in hydraulic fracturing
and horizontal drilling, natural gas producers-are able to
access supply reservas from undenventional shale and

tight sands formations which had previcusly been difficult.

and prohibitively costly 10 access.

Conservative estimates:now point to 100-plus years of
naturai gas supply in North America. As 8 result, dermand
is'on the rse, requiring an investmentin natural gés

. facility expansions that could total more than $200 bitlion
© by 2030, Trat iovestment will support art average of

103,000 0bs per year through 2035, which, inturr, will
generats more than 3170 bitlion In labor ingome.

The growing sbundarnte of accessible, economically viable
natural gas is a key contributor tanother important
North Ame"tcan quest =gomestic erergy secunty. The
United States is the ciosest It has been in nearly 20 years
T achieving energy self-sufficiency, increasing the propor-
tion of demand met by domestic sources over the lastisix
years to-an estimated 81 percent in 2013, Using damestic
natural gas to replace energy imports limits our exposure
to-gropolitical risk and volatility

Dawson Proce

However, natural gas' significant opportunities are
Sccompanied by challenges: There are some who are
concerned that modem production technigues could
harm the environment and endanger public health.
Regrettably; saveral recent high-profile incidents have
further slevated concerns sbout natural gas exploration
and transporiation,

Qur industry must continue s long tecord of responsible
fesource development ~ and find ways to instiltand
imiprove best practices, learn from onéanother and be
open and forthright i our iiteractions with stakehoiders,
regulators and the communities in which we operate, We
miUst bolster publictrust by invalving all stakeholdars in
the development process:and-by responsibly progducing
riew natural gas resources, We must work with legislators
and regulators In support of productive policy approaches
hat enable eneray solitions: And we must operate olr
existing assetsand build new infrastiucturs 1o the highest
satety, environmental and opgrationatstandards.

While serious transmission pipeline incidents involving
the public are decining, aven oné is unactentsble,
Therefore, industry crganizations, such as the interstate
Natural Gas Assoiation of America INGAA) and the
Canadian Enargy Pipeling Association {CEPA) are collabo-
rating with government, industri-and other stakeholders
ferfurther improve pipelinesatety. Theindostry also s
waorking successfully with legislators and regulators fo
iplement policy solutions that benefit all stakeholders,




Spectra Energy’s Commitments

Spetira Energy respects each stakehoidet's opinion and
drives 1o tumn stakeholder concerns ~when they arise «
into understariding. We wark closely with our customars
and! locat communities as we develop projects. Before we
begin any substantive work on 4 project, we identify and
regeh outto stakeholders who may be affected by the
project’s activities. Engaging muricipalities, emergency
respondars; community agencies and others providesus
with & greater utiderstanding of our focal communities’
issugs and expectations, The Comrmunity Advisory Group
that teamed with us while we developed the Dawson
Creak, British Columbia, Processing Plant exemplifies our
commitment ta callabioration with tur neighbors,

Stakeholder concerns are important to us, even when
they extend beyond the parameters of our business.
We recognize that some of-our stakehaiders have
guestions-about-unconventional gas development and
the innovative uses of existing tachnolagies ~ including
Hydraulic fra::tu‘rmg and horizontal dirsctional drilling.
While Spectra Energy is not & natural das producer, safe
and enviranmentally-responsible development.of North
Ametican natural gas.is nevertheless critical to our
business. Public concerns around resource development
rust e addressed thoughtfully and openly. We support
greater disclosuré and reinfarced drilling praciices; bath
voluntarily.-and thau_gih'streagfheﬁed state reguiations
thiat reflectiocal-gentogic and hydrologic characteristics.

The natural gas.industry has made tramendous strides
on $he technplogy front, notenly inthe affordable
development of sighificant natural s reserves; but alko
inincreasad efficiency advances in the deploymem of
infrastruiure, and noteble gains in reducing emissions
and the overall environmental impact of our aperations,
W are cortfident that technological advances will
continueto serve our public well.

At Spectra Energy, safety i i ourtop priority - from the
protection of employees. and cantractors to the operation
of ourpipelings. Qursal sl reliable operations are
supported byan apgroximate@?m million annual
invesiment in pipeline asset Integrity, maintenance and
system refiability programs. We work diosely with tocal,
state, proviricial and federat agencies to ensure our facil-
tigs meet or excead ragulatory requirements for pigeling
safety, We alst miaintain a highly skiled workfarce that
receives angoing safety and emergency fesponse talting,

Qur commitment 0 safety extends bevond ourcompany
to our safety leadership in industey groups such ds

INGAA and CEPA. In May 2012, Doug Bloom, prasident of
our Western Canada operations, will assume the role of

scantormore
information,

Chalrian for CEPA. From October 2011 to September
2012, Specira Energy's president and CEO; Greg Ebel, s
serving as chairman af INGAA, All members of INGAA .
grecommitted 1o & safety calture in which avery pefson
ineach pipeline company shares the goal of zero safety
incidents. Also, our vice president of asset integrity 15
eading INGAAY Integrity Managemet Continuous
improverment efforts.

At we ook Torward 1o g increasingly sssential role that
natural gas will play in North America’s energy future,
Spectra Energy i focused an leading our industry in safety
and reliabitity, custorier responsiveness and profitability,
We plan toinvest 515 billiorin new infrastructure by the

end of the decade and to continue providing leadership

G

y policy issues. And we are committed 1o being a

Wiwessnuciasseray comustainabiity



Daativer on firanciehend capitel profect
chmmitmants
+ ‘Weachioved racord nat income of $1.2 billion,
& 3%increase ovar 2010, and sarnings per
shafe ot $1.81 2011, We dlso increased the
annual dividend Tor 2012 by almost 8%,
1 $1.12 per Shate.
» We placed six expansion ;;miem into service
Stranggthan rolationshing wid
st by y 2 "JV aproving
iy a2 ations

*» We engagedwith tegulaters, emergency
respanders: snd industey groups, ke INGAA and
C.EPA toimprove swareness for pipeline safuty;

s We anganed with doveenment aificials acrss
Notth America on civate change dnd the
benefits of natural gas ta the economy and
the geiviron

Hoplemint Supply:

BEOGTEM T HEQIOVE Suph
it ﬁ;f«* seurcify, sustalnabilt
¥4 techneisgy

» Thmug"t SCE, we improved supplier
relationships, realzed $19 mitfion in benefits
through strategic seurcing, and inplemented
enterprsewide sysiams and processes.

fantinunusy mpisw perimmags in e

D bonss Susishe ity de 1D g

Carhon Distdodurs Deadurship lnden 16848

» Wewere named Lo the DSt World and Borth
Arierics Indexes and ranked rstin the srergy
sector in the USSP 500 LN 2010 204
2011, with improvements in both rankings.

Geliver on finangial and captial comemitments,

Continue 10 provide industey leadersiip in

inprovieg pipsiing safety.

« Continudysly improve projeet. axecution toward
best-in-class parformance.

* Continug advancements In supply thein
aucellenca towaid bestin-clasy performance,

s Maintain leadershin positions o6 the DSt and

1135, S8 500 COLL

*

s ol

mefvw@m;& Paprave saluty parforms
8 38 ifﬂa»: W% renrdeblyingidung
greyt for employess sod soniasinn

# Sazﬂy wie had three coniracior Tatalities over
the paricd 20102011 Rigerous invistigations

and lessons learned from these tragic indidents

tave been completed and shared,

Totab worklorcs safety performance npeoved

33% 10 2071 compared ® 2009 25 measured

by contracior and employee total ingidant

insguency.

Haplement Lanireltur Sai

LEOUTRTE SOGRE ﬁ’}i{.ﬁd £4]

L3

Mansgaeient
y

» g implamanted contracior safaty manage
mant gnd taining programs Sompanyawide,

* Coeteactor Wotakincident frequency fnproved
by ’m% i ZOH rcmz:ara(f tt§ 20&9

sgw@w A EHE s sigeant sydiem

¢« Ws'adopted DPA company-wide in 2010,
foeusingror gbvbinance, tompliance
reguirgments, risk-gisessment, dperativnal
cantrols, measurement ar it lassans
learned and management review, Al businesssy
re assessing their operations aqaimt 1013
sxpectations.

Comtiminusly mprove sustomprani!

Hioe

SRR RS
« G 2018 reliability performance of 99.7%

excepded the ton 0f 89.3%  Our tine

a 17% mprovemant

. ~of k1,5, Transmission contradss
e renewﬁd orvour Tows Easten
Teapsoission, LP and AlgonguinGas

Trarsmission pipeine systems,

- Imprrovesglaty perlormance, targiting alleast
10% recordsbieincident improvement fur
elaplayes a6d cOnTacIors a5 1 Stop towsrdy
aur ultimate go, intidants:
Erhance Safely lscusing on recogrition of
winpliyee sufety acconplisl ﬂtﬁ(ﬂﬂ?&t‘mwm‘e
Develop and impl I i

antanding :zsk magem toractices aod
scz:rse«:;wd

retiability performance




webies for suvirsimenialioeinrim
gl ,,waf;, o iclerey wiilp cordnuing 1
fnyreve perioronng rapering

« W diveloped energy efficiency metrics
entapany-wide for natural gas trangrmission
facilitios, Hents and bulidings. '
Performance reporting irmproved through
incorparation of emissicns data fram
acquisitions and verifigation of select Canadian
araanivaUse gas emiseiund.

whard pRvire AN

winrls W ES

o W lcorpordied envireninental complian

r@W&gms it selagt contradion and w;:gizer

confratts in 2810,

*

« We ponducied Waste mnkmiznivn @sessmenty
in 2010, identifying coportinities for mcytling
ard reduction of hazardous waste & Uves
faclities, Thase assessments jod 16 improved

: gersard and fscy;_:&ag prestices a1
atiditionsl faciitiesin 2031

Lot e n BRIt AN CUstomat

s mi i :sg;mm ¢ that redtich grannhoisy

i {BHG el

o e réthuced or avoided more than 4.3 milion
miticfons of GHG amissions from 2007 1o
2010 by reduding methane eimissions, npls
menting eneqy tHanageinent programs for
customery, aml aperating seven carbon
capture and siorage fagliti

Coptias dn e e Fary Nelsein (s

Lty and Stovtee (£05) projiut o

st th feanbitty o108 projectans i

* Tr feasibility assessment of the B fon;
British Columisia, TGS project continved in 201G
a6d 2011 and included updating the commercial
tadel, evaluating the storage reservlr,
advamzm 4 romprehansve sk ddsessnnt

aritd eriragiag stekeholdens.

Conbiie 1o deveiop Brojects and prograins
st redice ot augid ¥
» Agniews imernal energyefficiency g
buiigings and fleets and achieve 186 billion
cuble maters of natursl Gas savings Uuough
customer enargy efficiency ol Union Gasin 2012
+ “Fraluate the yte b independent thadkinary
verfitation of BH3 data and 1octson the atou
racy of methane ersisgons in the United States,
« ‘Contitsie 1o assess the fort Nelson
CL5 project 16 deveriming this Tegsiiity of
full project gucution,

m&rgy 5 Swmabxﬁig
orrnante scewam

Lontinue to develop and knpmvsﬁwnaﬂ
Resource metrits

* e have deveamed metrics for all areas
of Human Resousces, inchiding diversity,
leadership develogment, mffmmﬂce
managenent, training, succession plansing
and Eeployer of Choica,

Continuslly assass and inplement Workforc
Action Plans (WAP)Ho ensure business
sustuinability

* W 201, we ideetifed critical positions
8 A5k e Imnglementad Sirategies. Such as
knaw&wqe vt strnee i
sitn planning, 10 RRSULE 3 srgoth tansition,

Implement knowdedge sharing in thune
departments In 2090 and 2011

* Waimplamented kmw*sscg& shating i ihe
Rates and oy o i 2010 and
i the formation technology angd Human
Regotdce departiments w2011

iriplantint action plans tgs;mﬁtimg 1o
th results of the employes survey snd
measre progress

. Wa weplemented Srganizatinn-vwide prograins,
inchuding efiployee and leadeship traiting,
caregr development and iimpraved comemunis
Cationdin Tasponse 1o the 2009 Employee
Survey rasulty

Prapars candidates for lmhtp positions
uting sugession.
developrent, with emphasis on wonmz
and &wmlty :aadidam

&

410 30 LVHM FQIYS 30 LYHM A

Landidates, sﬁtiwjlr‘g o ang
Guring 2010 and 2071, we g
promoted 18 ernplavess 1o drectorlevel
and above positions. Of thise, 50% were
SGHTR F TinGrigs;

*

idlement ati chd ﬁgm suparviiory
davelomment | prigram for npw and esiiting
fraptiing upemssers

Erguite Gngoing corsed Gl develapmbng
dcussions for ol potantial suocassors and high
potential proplayaes, wpedialy famale and
diverse candl

*

+ Through kowladgs shating, strategic hiring
antd succasdon planning, manage the large
trapsition of o ikely exiting the

Grganization onn et cverite fexd

fvayears
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Deliver "mig Solid Economic Performance

Spacica Energy achinved stong Nlandial resulls
i POV With the helpof prutent Hnerdial
managsinent, we sxceeded cur 201 darnings
target. genaratad strong cash flow, continued to

strengthen our nvestmentgrade balonge swet
ared strategically positionsd ourseives todaliver
futurs growth,

Delivering Solid Finandial Resuits

The details of our strong finandal performance in 2011
are provitded in our Annual Report. Highlights include;

» Achigving record netincame from controlling interests
of $1.2 billion, an increase of about 13 percent over
the pravious year and earnings per share of $1.81;

+ iricredsing she annual dividend for 2012 by almost
8 percent, 103112

+ Delivering Total Sharsholder Retura of 78 percent,
autperforming both the S&P 500 and the Dow Jones
lesdustrial Average; and

» Placing six expansion projects into service,

Growing Dur 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-atcess to pramier supply and

demand markets,

We grow our business through organic giowih,
axpansions and strategic acquisitions, with a continuous
focus on safety, rellability and ciistomer responsiveness,
as well 2% prbfnabilzty Sirice 20{3? w Have fvested
spproximately $1 bilion per.year, suctessfulgy expeuting
on gur projects, with aggregate feturns on capital
aployed in excess of our targeted 104012 percent. By

_ theend of the decade, we expect opportunities to invest
* an additional $15 billion in needed infrastructure growth,

Achieving regulatory certainty - in ferms of both process
and timeline~ is critical to-our-sbility to-develop those
infrastructure projects on-time and on-budget.

These growth investments result in significant near
andlohg-term economic benefits, creating jobs and
spvenue for host communities. Soectea Energy spent
approxirately $2.6 billior in 2011 orrmaterials and
services o grow our buginess: We are committed 1o
sdvancing the development of diverse supplier relation-
ships, including women-and minoritysowned businesses
across North America and Aboriginal businesses in
Canada. We purchased $119 millioh in goeds. and
services from these suppliers in 2011

Managing Risk

The Snectra Energy hosrd tag responsibility for oversight
af ol risk management process: Through s committess,
the board reviews risk across four key dress~financial,

stentegic, operational and legal.

Members of Spectra Energy’s senior leadership team
have specfic accountability for each key risk area. Within
the organization, risk management committess provide
ongoing oversight of these risk areas. These commitiess
iuse g -standardized approach; tools and common
language to identify risks, which are then prioritized
accarding to their potential impact 16 the-company.

We, mﬁ‘tiaua_ijy.manimr thisse fattirs to proactively addeess
‘the-changing dynamics that affect our business and the

world sround us: For example, ourboard enhanced the
tharter of its Finance and Risk Management Committee 16
strengihen ovefsaght of our sustanability asd environment,
heatth and satety performance - key accountabilities for
oL DUsNEss,

Achieving Business Effidendies

We latnehed two initiatives to enbance efficiencies in
o busingss processes. In 2009, we launched bur
Supply Chaini Exéelience program, which we expsct

will provide at least 3100 milion inannual benefits by
2013 from organizational; process and technology
improverments, Our Streanline project standardizes key
business systems and processes into 8 singie technology
platform to improve data processiag efficiency for faster
problem solving and enhanced sharing of best practices
and lessons learried.

host mrmgmmx

Sean for mora information’
o Specira Energy's
Eronpmic Performarice.

Netincomeand

 ‘Dividends Per Share

inmillions excem
Dividerds per Share

% 8 8§ =
‘:;&

o7 G% 09 10 M

“Net ifcome
controling interasts
1 Thvidends ooy share

ity 20T e achieved
prord earnings. an
icranse of about

13 peregnt tver 2010,

g the dourth
‘guarter of 2011

increased our annuat
dividenct by almost
% percent:

Materigl and
Service Spand
$ i milliony

$2576
$2.610

2
od
L]

0 08 89 W N

W practice prudent

sl managementant
capitsl gieipling T
wurpendiog for
roterials and services,
The varjationin the
spend-above reflects
THiS, particulérly during
perinds of seanomic
uncertainty.
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Ethics Reports
by Source
parcent

& Eihiciling 80%
fegorted 1o
fibicy Oftoe 4%

& Dthier 16%

Soventy-nine ethics

atiers werg repuaried

i 2011, an vrsse of

25 percort over 2010,

Ethics Reports
by Categary
partent

% Mcmmiﬂg Kintersial

Conbolgrelated 26%

1 Furnan Resturcess
folated B6%
Lenflicuof nteres-
telated 4%

% EHSaelated 6%

# Other 8%

All reports wiie
investigated:

3% percenitwars
siistantiated ag
viclaticng, and
apprapriate acliony
Wt Laken

Acting with Integrity

e condutt our business with integrity,
fearisparency and acountabiiity, We reoogiiiee
sy stakeholders want 1o undlerstang bow we
make dedisions, mansuesur spumtiong and okl
surselves accountable o Dur cammitinents aq
suciety’s exppcations.

Strong Corporate Governanie

Corporate governance at Spectra Energy stariswith an
sffective board struciure supporiad by clearly articulated
nolicies that drive management systems and processes.
W continue to strengthen olir governanse policies and
procedures through our own internal reviews.and by
evaluating and implementing external best pracrices,

In 2011, our12<member board was led by an
independent director, and 11 of the 12 board members
were torsidered independent undar the ruigs of the
fiew York Stock Exchanga snd the LS, Secutities and
£xchange Commission,

Werhave folr board continiitess: audiy, Compensatian,
corporate governands, and finance and risk manage-
mert. Al four committess are compused solely of
wndapendent directors.

Our bowd and s committees held & total of 35 meet
ings in 2011, The néar-perfect attendance ot these
meetirigs reflects the board’s high level 6 engagemant
and cpmmitment,

Ethical Behavior and

Culture of Compliance

Cnveiof the core values of Spectra Energy is integnity =
ethicatly and honestly doing what we 8y Wl g6~
both as-individual employees and as & company,

We spesk of 4 cllture of coreplignce at Specira Energy,
and, 16 us, that means far more than just obeying the
ietter of the lawsand complying with regulations: ttako
migans-ensuning our decislons and behaviprs are fully
aligned with cormpany palicies and expectations - which
olten exceed external raguirements.

Our Code of Business Bthics (Code) sets the standard
forworkplace behiavior at Spectra Energy. We sxpect
everyonewho works on dur behadf « our eraployess,
sur board of dirsctors, and cur pontiacions - 10 adhere
teur Code.

We rouginely review atid ypdate our Code 10 ensure it
ifcoptrates industry best practices. We tonduct an
interral assessment of our sthics and compliance
progran on an annual basis. in 2010, we commissioned
an assessment by an indepandent fow firm, lncorporating
mmy'cﬁ the recommendations and other enhanicements
inito the Code #iid Gur practices, We issued an uptated
Code 1o gvery empioyee and contractor in 2011

Werare proud that 100 gercent of our employess and
corractors completed compliance training i 201%:

We daveloped a simple message o “Comply” 1o
reinforce the rablst expectations of our compliance
cutture and held Compliance Week, during which we
condutted comprehensive mmpi’ @ {raining segsions,
consolidating information and raquirements from
departments acress the company, Dvery, ;300 smployses
andd contraciors attended fve tralning wsﬁﬁ}rza, all
renaifing amployess and cordracions completed
compliance training onling

vd




We encourage the use of-our independsnt and
configential ethics hotline 10 report suspected unethical
and Crimingi Conduct or environmental, health and safaty
concerns and 10 a5k questions regarding ouf Cads of
Business Ethics or other related Issuss. Seventy-ring
athics related matters and questions were submitted 1o
the office of athics and compliaricr in 2011, primarily

{hrough the hotline —an increase of 25 percent aver 2010,

we consider that increase as an ingication that-our
empioyees are more aware 6f how we should fulfilithe
expectations of the Coda and that they bave confidence
in tie confidentiality of the reporting systens. The
majority of the reported items were related o employee
relations, harassment, accounting and other internal

ccantrois All reports were investigated Of z?ze ‘7? regsw’tﬁd

company pchcy or eur Code; result ng in appm;:r;aie
actions being taken. The remaining 65 percent of the
feported matters involved fesponding to-questions of
investigating matters for which the reporting individual
did not passess enough. information to- understand that
1o vielation had occurred.

Attention 1o Political Advacagy

and Accountehility

Spectra Energy’s advotacy goal s 1o-be the Adviser

of Choite on natural gas-related issues. We totus on
communicating the beneﬁts of nawrai gas; providing
leadership to address energy palicy and regulations
thit way affect our industey, our company:and our
stakehoiders. We'participate in the:demotratic process
while adnering to all applicable laws in Canada and the
tnited States.

We advocate for the use of natural gas as.a foundational
fiel and the value of related infrastructire. We encourage
understanding and appraciation for theimportant role
natural gas plays in achieving North America’s energy,
gnvironmantal and sconomic goals. Qur ativocacy
griorities include ;:u;;elme safety, the economic and
envirormiental benefits of natural gas, and the contribu-
Hon of natural gas 1o North-American energy security,

We track and analyze proposed legisiation and
advocte the company’s position with government
officials at.the state, provindal and federal levels in
Canada and the United States; Qur key public policy
im50es include the rolerof natural gas and the value:
of infrastructure; regulatory stability, corgorate tax
policy; and global climate changs

Polivics! Conwributiom

Spectra Ensrgy takes financial contributions 1
registered political parties, political action committess
and candidate campalgns in the United States and
Canaua that support policies consistent with-the
Interests of the compiany’s customvers; shareholders and
employees. Qur contribitions are in compl iarce with A
appiicable federal, state and provincial laws and-with
Spactra Ensrgy's Charter-and Cote of Business Ethics.
Contributions may be made through the corporation
or through the Spectra-DCP PAC, 2 political action
committes that is not afflisted with.any political party,
canditateor organization and iy supported through
voluntary contributions fromour employaes:

Ot total corporate political contribitionsin Canada

‘ard the United States were $181,905:in 2011 Through

the Spectra+DCP PAC, eligible enployees contrtbuted
§254,590 to eandigates snd carpaigns at the state and
federal Tevels in the United States, All ofour U.S. political
cottributions are publicly disdlosed atwwwifec.gov

Attontion o Minagement Systems

We use managermentsystems to monitarand controlthe:

implemantation of bur busingss strategies and policies,
inciuding risk management; apérations, stakeholider
sngagement and-environment, bealh and safety, We.
continge to focds on improving our systerns and making
thiny rtire fobust, imerconnected ahd consistently
appied akross Spectra Energy, In the past two years, we
fave further enbianced the following systerms, discussed
inmore detail inthe relevant sections of the report:

* Standardized business systerns and processes throuigh

tﬁe Streamling SAP implementation project;
¥ imglameﬂted Sapmy Chain Exceliente, improving

processes farpurchasmg, datamanagement, inventory

Gptirization and contract managament across the
organization;
o Jmplementsd uniform processes-and common.

Tanguage for visk management acrass the organization;

-

Launchad a brandsd ethics and compliance prograry,
“Comply”, and conducted comprehensive mmﬁf@ﬂﬁe
teaining forths entice organization; and "
Athvanced the implementation of ouf Operations
Perfortiiance Assurance {OPA) framawork,

*

Political
Aduncaoy in
Canada

 Aspatolthe

company's Anvisar of
{hoie goals, Westers
Canada Transmission
arig Processing has
Tocused on tuilding
FWATENess ameng
externsl stakeholders
of this role bf natural
[ as 3 key econbimic
driver, We reéached
GuttD goverament
stakehoidars in British
Cohunbia, highlighting
opportunities, for
natural ga in the prov-
inge's wnergy policy.
Wetncused on thiee

key opportunities:

incraased use of
r‘a{ums Gagty gemmse

‘erononicand relisble

electicity; exportof
natural Gas e
markets in Asia due to
arket diversification;
and ngtural gasasa
transpartstion fusl

© o farge ests and

réturivio-base yvelickes,
The company was

pigased 1o sed all of
these oppurtunities

relfseted in e BG
yovernment’s Fabruary

| 2012 Natural Gasand

ING Strategies.
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Caisls
Mansgement
Pringiples

*Wa care for salety
and livex.

W provide
shelter and care for
all aftected.

» We ommuricate
openly, candidly
ang quickly.

e coflaborate,
fisten intently and
respond (6 conceens
and suggestions.

»Wer tiinize progerty
and envirermental
damane,

$We smpower our
people 1o act,

Employee Total
incident Frequency
Nomber of sniuries pae

200,000 hours worked

NBPEER GROF AV, % 279

AT,

o7 08 (9 10 1
wACA]
i Target

Our employes totel
incident freguericy
improved 14 percent
201 143 a5
campared (0.4 pear
group average of 208,

The peer group
avarage of 278 s how
ur subsection of the
industry performed

in 2004, this aumber
is-alse the basls of
carparisen based on
data avallabifity 7y 2001,

Operating Safely ﬁz&{ﬁ Reliably

Duripmmitment o saldily s s deeply el vslue,
Thy safety of surworkfore pnd oty whs may
e atferted by our opomtions is our Jn priorily

. Sate, reliable cpertions tonstiniie our Bowse

to pperate and, i fonhuistiowith vesponsiie
cusiomerservice, snable us 16 rotaln akksting
customers and a1redt rew busingss.

prioritizing Safety

We expeci our employees and contractons 1o make 3
personal commiiment 1o operate and work safely snd
ta strive for a zeroinjury and zero work-related ilness
culture. That commitment is underpinned by our Charter
and our Environment, Health and Safety (BHS) policy.

Our safety performarice is a key business account-
abiiity of the organization and all employees, with

“ouersight by the board of directors, Salety performarce

improvernent begins with our leadership, Each year,
our leaders develop and implement a personal safery
action plan which thisy share with their team members
and implement:throughont the year, We gngure that

each employee has the appropriate training and skills

necessary 10 prevent work-related injuries and
occupational health hazards.

Rigorous and sysiematic management of safety risk
gt the operations level is paramount 1o our ssfiety
corrmitment, Our Operations Performance Assurance

{OPAY framewdrk cledrly establishes organizations!

expectations for opérational safety and enhances

our ability to assess, monitorand act on safety and
operational risks.

Reducing Workdorce Incidents

Our safety performance is imoroving in some areas,
Spectra Energy's employee incident fregiiency improved
significantly to 1,67 i1 2010 with an additional 14 gercent
improvement o143 in 2011, We continus to work
‘toward attaining ali of our safety gosls, induding top
decile perfarmance in our peer trou;

fragically, three of ourcontractor colleagues lost theif lives
in 2071, Full investigations wete cotiducted 16 untlérstand
the cause Of gach inciden, and we shared lessons learmed
across the organization 1o preventfulure ocurrences.
These sad josses anly deepen our resolve fo sltain g

*zero injury and 2erg worksrelated iness™ cuiture,

Despite these osses, our contractor incident fretuency
hagimproved by 14 percent since 2009 - attributabie n
large part due o our contractor safely program and
safety summits~ with avate of 1.55 in 2011, But we will
not be satisfied until every individual working with us
returns home safely every day.

Vehicle safaty remains on area of challenge forus,

with 2011 results below our targeted expectations.
Spactra Energy has developed 2 muli-year strategy

for improving deiving safety across the organization;
beginning with 4 comprehensive driving safety standarg.
Aspects of this-standard will be implemented in 2012,
and the remalaing elements in subsequent years,

Leading Asset Integrity

We are keanly Tocused on asset integrity ~ both as an
gssential part of our deeply rodted safety culture and
ourresponsibility to ensure the safe, reliable delivery

of natursl gas 1o cur customers, Spectra Energy invests
dppeoximately $700 mition anrually in pipeline itegeity
ard system relishility. We heighlened our prosctive
approach to #sset intagrity in 2011 by creating an

Asset Integrity department with leadership at the

vice gresident level,

Our designs for new pipelines meet or excéed spplicable
regulatory tequirements, Our lntegmy Mzmgement
Program includes # vigorous schedule of inspeciions,
assessments aid 16515 of existing pipelines and exceeds
the requitements of oversightagencies. Appropriate
actions are taken quickly to addressany issues which
could compromise the safety of the public; affect the
ervironm o diminish the reliability of tHe system,

Wa cmntmu asy monitor gas flow, pressure; temperature.

and the operating status of all our pipeline facilities, and

‘Wi are prepared to fespond immediately,

Emphasizing Public Awareness and
Urisls Proparadness
We eduicate and involve the publicin hﬂ!pmg us keep
oot fatiities, gspecially our pipslines; safe. By distr Biting
public.awarenass brochires to citizens along our pipeline
systemis e create gwareness of the presence of
pipalines aridexplain how forecognize and rgact 1o
potential leaks or other problems, We reqularty meey
With excavators 1o educate them an identifying and
avoiding pipelines; and we participate in the U.5: national
311 “rallbefore-you-dig” utility-locatar program and
frusifmilar Canadian provingial programs.




Sty

Qur erisis praparedness principles guide our employges in
the event of an emergency, with the priority of keeping
purworkforce and commiunities safe and restoring Gpéras
tions ag quickly 48 possible. Our integrated preparedness
prograr provides a coordinated approzch achoss multiple
disciplines in preparing for and responding to ¢rises. Each
business 7ins emergency response drills annually.

| Satisfving OurCustomers

Spectra Energy has spproximately 1.4 million customers
ranging from natural gas producers to glectric generation

utilities and revail customers, We s she following
FrieasUrEs dcross our companytotrack their satistaction:

* Relizbility ~ Wemeasure our gathering and processing
avallability fof natural gas producer customers; breaks
in'service Tor retall cisiomers;iand the reliability of
compression facilities for all customers.

» Hesponsiveness mwr‘{ahx metricsinclide ourabifity
16 resolve utility customer issues-after their first call,
We glig measure whether long-haul customers thoose
to renew contragts with us;

Providing Reliabie Servite

in the last five years, Spectia Energy invested almost

45 billion in 53 projects to grow our energy infrastiucture
sorthatwe can deliver natural gas 1o gur customers® high
demand rarkets.

We exceeded our 2011 targets for reliability, achieving

99,7 percent reliability across our system and a 17 percert
decregse over 2010 the Union Gas ne break frequency,

Responding to Customers

Listening 10 and résponding.to our customers! nesds is

& fundarmental prioty for all of gur businesses and &
critical element of our business success. We have many
channels for aur customers 1o communicate with us, and
we carefully consider all of thuse tommunications.

i cur transmission, processing and storage Businesses,
our customers expect competitive rates and reliable
setvice. Qur account managers deveiop ongoing relation-
ships with durcustomers 16 respond 1o their conderns
and tptimize their services. Cystomers also have access
to online systerss for more converient seheduling,
reporting and monitoring of their service, and 1o provide
s with feedback. 172011, we received incraased
castomer satisfaction ratings for'all.of our transmission
businesses, validating the improvements we fnade to oUf
systems and procedures as g resultof customar

At Uniein Gas, our fetall, cofmercial and industrial ]
custormiars expett reliability atfordabiity and responsive
customer servics; We solicit feedback onwhetherwe
are meeting those-needs through interaction with.our
custemiers, website surveys, slirveys coriducted through
thirct parties, and participation in industey studies such
a5 the Mastio study which ranked our storage and
transriission business first among Canadian pipeline
companies in 2011, We obtain additional information
by measuring our ability to resolvecustomer jssugs
after theirfist call.

Other important aspecis-of our-customer service at
Union Gag are our Demand Side:Managermient (f}sw
and cw-income assistance programs that assist our
custorers in managing thicirenergy use and lowering
their expenses. These programs are discussed further
in the énvironmental and online commitinity sections
afbis report
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A ong of Norih Amerded’sleading naturaloss
ifradtratiurt dompaning, Specins Baergy considers
enviammental stewardship @ fundamental prionty
Cur enviconment, health and safety (EMS) policy

outlings our commitmentto minimizing the impact of
our dperations and respecting the environment in areas
that matiermost 1 dur stakeholders and 1o our business.
All empioyees, contractors, suppbersand gartners are
held accountable for understanding our policy and
maeting all applicable EHS requitements,

Dur comprehensive EMS managementsystem, which §
incorporated into our Operations Performance Assy :aﬂce
framework {OPA), belps us control the énvironmental.
irmpacts of our operations, from project Seiopment 10
facility decommissioning. This system meets; and I many

‘cases grceads, the key énvironmental management

reirements of 10 14001, the industry standard fo
recomimentded practices:

A Progressive Approach to Climate
Change and Energy Effidency

Natural gas isthe Geanest-burning Tossil fuel and
plays @ foundational role in diminishing the giobat
carbon foutprint, We are resolute in doing our part {0
reduce the effect of greenhouse oas (GHG emissions on
theglobal dimate. For the natural gas pipelneandustry,
using enargy wisely and encouraging our customers 10 do
the same are criticel ways we caneontribute (W reduding
(MG emissions: As outiined inour dimate changs
position, we are commiited tor
» Daveloping intrastruciure 10 faciitata th
gas a5 a deaney, lowercarbon energy source;
* Opetating our faclities safely, reliably and efficently;
* Proviting energy services that help customers incraase
efficiency andfor reduce GHG emissions; and
* Taking an activeand constructive rolein the develop-
ment of ¢limate change policy in the United States
and Canada,

Championing Efficient Operations

Incraasing the efficiency of our pperations isan ongoing
prigrity for Specte Energy. Rediding the engrgy we use
during our operations and minimizing the amountof gas
lost from ourpipetines lowers émissions; decreaes o
costs and tonserves natural gas.

CurUs, Transmission bisiness particioates in the US,
Environmental Protection Agency's Natural Gas STAR
Brosgfary for methans reduction, We have reduced
migthane emissions by over 8 Billion cubic feet since 2007
by implementing more efficient practices. This translates
10 about $50 million in gas vonserved Tar our customers,

Some axamples of our efforts 1o create effidiendies
intlude the smart application of techaclogy in using
waste heat to generate power angd process gas in our
Westert Canada Transmizsion and Processing business
and setting annuasl energy conservation targets for our
Unian Gas Buildings and fleet.

Carbon Capture and Storage

Recent advarces in technology arg enhancing our ability
to significantly retiuce emissions. Carbon capture and
storage (CCS)technology ~ which involves tapturing €O,
atthe source and injecting it deeply underground Tto
geclogical Tormations Tor permanent stbrage s an
lnportant step in mitigating the effects of carhion fusls.

Specira Energy's Western Canada business has proven
experience m CCS and i réacognized as e warld leaderin
CCS by the UIN. Imtergovernmental Panel on Climate
Change. Several of our existing fectities are squipped
with €8, On average thess faciities remove and sigre
about 150,000 metsotons of CO, sach year, otaling
more than 800,000 metic tohs sinte 2007,

Cursently, the company (s assessing the feasibillity of
developing 3 worldscale CCS project i Fort Nelson,
British Columbia, While & Sigrificant investinent and
complex undertaking, & holds the ;}mm;se of captuding
and storing two milon metric tans of €O, theequivalent
of 1aking 500,000 cars oif the road annualy,

Enhancing Customer Efficiency

Our Union Gas business helps custiomers reduce thelr
riatural gas and electricity use through Demand Side
Maragernent {DSM programs, which use education
and financal incentives fo motivate customens (o use.
less snerqy arid/or shift their eoergy use 1o off-peak:
times. Between 20072010, Union Gas' DSM pro
have helped customers save snestimated 331 rellion
cubic meters of natural gas:

Union Gas' DEM programs also supportcustomerns’
eftinis to realize (st savings and environmental benefing
by providing audits, training, new building canstruction
atlvice and buliding fetrofis prograss,
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Environment continue

Continuad Focus on

Greephouse Gas Emissiong

With our comitment 1o retucing ourcarban footprint,
Specira Energy is measuring GHG emissions fram aur
operations— specifically the carbon dioxide protiuced
snd-emitted in transporting gas through our pipelines
ant other facilitias and the'méthane that escapes dudng
theransmission process. In 2010 and 2011, our total
prvissions increased shightly Frons 2008 as & result of
aequisitions of new tacilities, organic growthin our
infrastruciure and gperations, and the Ingreased amount
of nas transmitted through our pipelines. Emissions from
putchased electricity serving our facifities remained
staady over this period, We carrently are conducting a
study 10 more accurately measurs bur methine emissions
and better understand the sources of those smissions.

in addition to the actual level of emissitng, BGHG intersity
a0 rmportant messure of efficiency: We have been
successhul i reducing the GHG intensity of guropere-
tions sinee 2007, by usingrenergy more-eticiantly in
transitting gas through our-faclities, reducing methane
iosses andincreasing the amount of gas transiitied,
rasulting in greater alficiency and yilization.
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By operating seven srbon capture and'storage fagilivies,
providing Demand Side Management programs for

B customers and focusing on operational efficiendes,
Spectra Energy has reduced approximately 4.3 reiliion
frietric tons of CO, and other emissions from 20072010

Lowering Air Emissions

Wy addition to GHG erissions, Guf operations gererate
nitogen dioxide (NOX), sutfur dioxide, carbon ménoxide
andvolatile organic carpon emissions. We achisved a
10 peccent decreise in these emissions from 20072071
by Hwesting In NOx emission controls and ensuting new
sguinment meels the latest air-emissions performanee
stangarss before purchase and Instaliation.

Reducing Waste

Our naturalgds gathering, protessing, transmission,
stordge and distribution businesses génerate solidand

figuid waste straams, both hazardous and non-hazardous,
Waste volumes vary year on year arcording tooperationat
anid maintenance activity lévels:

!rz 2010, 0ur LS. Transmission business conducted waste

inimization pilot programs that ientdied obportunities
fwr increased recycling and réduction of hazardous waste:
This restlted nvimproved wastemanagerment and recy-
cling pracices at-additiong! facilities in 2011,

Assessing the Use of Water

We rechgnize that freshwater use is.an ue of Incressing
coneen 10 many stakeholders and. tomimunities. We

ard assassing the primary uses of Tresh water across

aur businesses and eva gatmg our net water use~ for
mﬁimg ant processing in ratural gas processing facil iies;
é‘is lution of subsurface sl formations to treate natural
yas storage caverns; and hydwostatically testing the

stength of new pipdlines andrelatetFequipment ) mmr

to pperation,

Theamount-of fresh water used by the company ¢ach
year s deternined by the amount of activity ineach ares.
For example, the amount of water used i salt dissolution
n Qorage caverns decregsed significantly in 2011 asnew
caverny weretompleted

Anpraimately. 15 billon gallons of fresh water were used
in 2011, with an estimated 92 percent dischsrged and
seturnet 1oty source gt sitilar or higher guality, The
frash water that we use T0r sait dusolutis
caverns converts 1o brine andis disposed of in licensed
dhsposal faciities.




Troe replanting &t Usion Gas' storsge hutin southwestern Sntario,

Stewarding the Land Responsibly
Access to land for facilities and pipeline rights of way
is acritical priority for our business. We appreciate
that many areas acioss North America have particular
hiblogicalor cultural sensitivities, and we take graat
care 1o consult with stakeholders and minimize our
Itigact on thoseareas:

Spectra-Energy’s Code of Business Ethicsand
EnvirGrimert, Health and Safsty Policy set-the expectation
that we respect and responsibly manage natural
resources. We considerecological preservation and
consarvation asa cenfral part of that responsibility.

Béfore proposing pipeline routes.and detérmining facility
focations, we conduct risk assessmants and consult with
stakeholders 1o identify potentially sensitiverareas and
ecplogical challenges, induding protecied species and
Habitats. Whien possible, and where alternative foutes are

available, we avold environmentally--or culturally-sensitive:

areas. Once pipelines and facilities are-in place, we work
to maintain the right of way in 4 mannsr that balances
safety requirerments and environmental sensitivities. Wa
mitigate our impact by restoring wipeling rights of way
and implementing the recommentations included in
anviranmental and social impact assessments and these
provided by permittiag agencies.

Wi also support conservation and ecological preservation
effortsin the larger community through grants frar the
Spectra Energy Foundation to-organizations such asthe
Cormporate Wetlands Restoration Partnership (CWRE), A
Spettra Energy executive serves in'a leadership capacity
on the CWRP board of directors,

: Hazardous and
Non-Hazardesus Waste
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Highlights

7

Warking with our key stakeholders, emergency
responders and the Pipeline and Informed

Planning Alfiarice (PIPA) to improve public safety. -

Further strengthening relationships with
Aboriginal coramunities through capacity
building and economic development;

Spectra Energy emplovees and retiress
contributing & recorg 21,800 voluntesr hours,
and our company, employees and retirees
donating $3.1 million to the United Way in 2011,

Being recognized for our commitment 1o
diversity and inclusion as a Community of
Respect™ by the Anti-Defamation League

for the fifth consecutive year and being named
to the Corporate Equality index by the Human -
Rights Campaian for the third time.

Challenges

A

Continuing 1o improve our ability to understand
and respond to our stakenolders’ needs and
expectations,

Ensuring our consuitations with stakeholders
and Aboriginal communities help guide the best
decsions for our projects and operations.
Continuously strengthening our corporate
philanthrapy programs to achieve measurable
benefits for our communities and our-company.

Increasing diversity representation in our
management ranks, e




Engaging with Communities

We are a proud memberof sumerous communities
across North America. We build strong relationships
with commaunities by’ m;xe;’t g thelr concerns and
by supporting community development as we grow
our business.

We work closely with local stakeholders to understand
a community’s long-tetm needs-and opportunities and
diract aur programs.and funding to initiatives that will
have a lasting denefit,

Local Economic Development

Spectta Engrgy plays 8 significant role in local ecanemic
development. In- 2017, we:

« Provided natural gas that fuels business growts and
bririgs warmth and power to families;
» Employed 5,540 pecple and demmd $881 milion
in total wages and benefits;
* Piirchased $11@ million ingoods and services from
diverse suppliers — utilizing focal véndors where possitle;
Pald $831 milion intaxes 10 local, state, provincial and
federal governments; and
Helped custormers save 812 million cubic meters of
ratural gas through programs that empower customers
1o controt their energy use and lower their utiity bills,

Responding to Communities

For Specta Energy, community stewardship misans
iistening 10 our stakeholders and being r&%pcmssble
members of the comminities we serve. We ergage
local stakeholders affected by sur projects and ongsing
wperations early and often, guided by our Stakeholder
Engagement Principles. Our format processes 1o assess,
mitigate and monitor the environimental and social
impact of Gur operations mest or excéed regulatory
requirements,

»

»

The feadback that stakeholders provide us is incorporated
Mto project design plansand operating practices. We
prosetively follow up with key stakeholders to discuss
fiow we have addressed their concerns, For exarnple,

on the wehsite for our New Jersey-New York project
{vesgaspipeliseorg), we highlight ning examples of
variations torthe originally proposed pipeine route that
arg'the direct re&ult of input from concerned stakehioldars.

Strengthening Aboriginal Relations

Aboriging! people aré our neighbors, business partriers,
pmployess and customers. Spectra Enetgy rechgnizes
and respects the unique cultural and historical charactes
istics.of Abodginal penple and their connections to the
land. This understanding underping our efforts to bulld
mitually baneficial, sustainable velationships with
Aboriginal communities within. ourareas of operation
in-Canada: Important aspects of this collaborative
approach Include:

* Seeking opportunities to learn ebout.our respective
Culturas and objectives;

Consulting early on project plans to minimize our
impacton gommunities;

Comimunicating often regarding activities, evolving
interésty.and progress on commiiments;

Buildlinig capacity for economicdevelopment through
investments i educationand opoortunities Tor
eraployment and business:-and

Partnering oncommunity safety ang

erpAronmental stewardship.

Strategic Giving

Community investment is an important element of
ourcermmunity partnerships. We proudly contributed
$10.6 milliar in 2011 10 the communities where we live
and work, Oneof our most significant investments is.in
the United Way, to whith.ur company, employees and
retireas collectively gave $3.1 milllonin2011,.8 7 percent
incregse over the previous year.

Out community investaent policy promotes consistency;
vile allowing regianal flexibility to achieve greater
impact. We focus our giving in three greas = edycation
and workforce dévelopment; community vitality, and
amployee support and voluntesrisr - and work with our
comimunity pariners to identify those opportunities that
schisve the greatest socetal and business banefit,

H-our 2010 emplovee survey, 84 percent of our
employess said they are-proud of our contributions to
P Cormmmnities and that oor community involvement
s akey driverof thelr engagement.

»

-

»

Spectra Engray employees demonsirated a strong spirit
ofphilanthfony in 2011 by volunteering 31,800 hours
rvgur communities, 6,000 hours more than the year
befare: The company gave over $168,000.in grants to
SUPROLL ermplovess’ velunteer work with chatitable
organtzations dnd miatched $559,000 in employee
donations 10 those craanizations,
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$pectra Energy’s successis largely due to our

* engaged and highly skilled employées. Our
. employees tell 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

sucial responsibility,

Our ambitious and overarching goal is to be an Employet
of Choice. We attract and retain employees because

of our culture of apenness and trust built on 4 shared
purpose; common valuesand our focus on balantag our
business objectives with employaes’ caréer and

persenat goals. Spectra Energy’s work environment
promotes the use and enhancement of employess’ skills
and competencies throughout their cargers,
Effectively Engaging Employees

Respect, listening and twosway dialogue are key
elements of erployes engagement st Spectra Energy.

Ourexecutives are atcessible to employess across the
company and communicate With them regularly through
face-to-face ‘and towit hall meetinds, email, webcasts énd
other company media. We seek employes feedback in our
Ermployee Safety and Engagemant Survey and act on that
feedback through the development of new programs-dnd
other activities.

Gur apen-door policy sncourages employees 10 request
advice and assistance. We alkso provide & third-party

-confidential hotline, accessibie by phone orintemet,
- far anonymous questions of reparts.

Fostering i)werssty, Inclusion
and Respect

At Spattra Energy, we place tremendous valueon

the unigue diffarences of every parsan and promote &
welcoming workplaceithat respects individual dignity
and is free from Rarassment. Our cuiture is reitforced
through our Diversity Statemerntof Purpose, Redolution
of Raspect, and pur Code of Business Ethics;

‘We endeavor toeflectihe diversity of the communities
whers'we operate in our [sadership and workforce.
Each business unit-develops.diversity strategies in
slignmentwith-our corporate objectives, andwe work
with universities and-organizations that can enhance
our access to a talented pool of diverse candidates.
We proactively” identify qualified wormen and minority
candidates durmg syccession planning and thoroughly
consider their potential for sach leadership position,
Development plans are then prapared for these
potential succassors.

2

Respect is a key element of our commitment o diversity
and inclusion, Bach-of ourbusinesses réquires training
on hdsassment in the workplice.In 2011, we updated
our diversity and inclusion intranet site with finks to
computer-based tralning, informatidron our employee
resource networks and educational resources, We arg
developing new ways to provide diversity training to
our fisld employees, such as faclitating employee
participation thraugh webcasts and video recordings
of eventsso that employees can view these activities &
their schedule pemmits,

Planning for the Future

To-ensure the viabitity- of our tuture workforce, each
department updates a warkforce action plan every two
years. This addresses. organizational needs and skill gaps,
withia focus on critical atrisk positions that miay need to
be filled within 24 months,

We invested approximately $150,000 in 2011 to identify
future talent, particulary in‘the areas of engineering ard
business, in the United States and Caftada. We recruited
4% jtarnsand full-time employees from targeted schools,
inchiding five universities with strong engineering pro-
gramns. In addition, we committed to doubling the number
of engineering internstiips we offer in both the United
Siates and Canadain 2012, Our Commercial Associate
Program atfracls MBA graduates with business specialties
biy'offering two years of rotating high-profile, chalienging
assignmients; with access to-executive mentors and
professional development programs.

We also have developed an orientation process to help
new employees learn about the company and its-culture
better riderstand thiir job éxpeciations and their
"sawork styles, tesulting in increased productivity,

Compensation and Work-Life Balance

Spectia Energy employess are rewardad through
competitive compensation and excelient benefits.
Erployee compensation includes incentivepag for
achieving-and surpassing safely, environmental,
operationg!, fingncal and other performance ubjectives
thigugh the Short Termy Incentive Plan.

cach ol ourfocations offers berefits to help employees
bilance work and guality of life, which may include
Hexibie work schétulesand telpcommuting,




Performance Management

Managers and emiployees are encouraged to have
ongoing discussions on-performance management,
career progression and personal development, Al
futltime and many reprasented employess utiiize an
annust standardized performance appraisal proces.
Qur Performance Mandgement Syster supports this
dizlogue between employees and supervisors abut job
duties, competencias, work performante and indwidual
development plans.

Developing Business and
Leadership Skills

Spectea Energy offers instructorded training and over
3,600 Wab-based courses to build key competendcies,
We have targeted legdership-programs for highwpotential
Bmployees, women arid executives, and we offer tiaining
on business acummen and leadership skills applicable to sl
managers. I addition, educational assistance is availalsle
1o alf regular; fullaime ermployess who wish to continge
their academic edutation

The company invested $1.1 million in grofessions! and
leaderstup training programs.in 2011, with 33percent of
the workforce receiving training. Also, 142 emplovesy
weire mustched with one of 104 menfors with experiencs
in thilr-aregs ofinterast.

Sharing Knowledge

Through our workfarce planning eHorts in 2011, we
fdentified degartiments and roles gt risk of losing ¢ritical
knowdedge due io the potential of amployes atirition
and the age demographics of our workforce, We then
developed action plads o retain that knowledge,
invalving the at-risk groups in training and mentoring;
using job rotations to increase exposure betweern
enperienced colleagues and those emerging inthar

cateers; and implémenting ol knowledge-sharing
prdicess as needed throughoyt the organization.

Prometing Employee Well-Being

Spectra Energy iy dedicated to creating asafe work
gnvironmment and otfers critical weliness rasoifces,
suchas & full medical plad for erplovess, online
wellness educgtion and, i some locations, fitness
facllities. We provide an Employee Assistance Program ~
& professianal, confidential service 1o hislp employees
resalve persoral concems;

Specta Engrgy follovs adomporate standard o
stentily, prevent andmitinate work-felated rsks with
its Environment, Heelth and Salety (EHS) management
systeny, We rack perfornantd on work-refated ke in
our corooritedevel BHY Shorevard and oiher internal
riEasUrerrant Systems and use Y results o prioritize
setionans, intluding Ingividus! business unit targets

Warkforce by Country
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Human Rights Campaign
Corporate Equality Index,

Global Reporting Initiative Index

The Global Reporting initiative (GRD) i an internationaily:
aceepted framework for reporting of an organization’s economic,
envirorimental and social performance;

Althouigh our Susiainability Report is ot organized according
to the GRI list; it addresses:many of the indicator topics: We
provide a detailed response o all 'of the GRI indicators.on il
website at specirastiergy.com.

With thisteport and our online information, we meest the
GRI 3.1 Guidelines Application Level 8.
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Profile:Disclosures inside Front Cover, 749,

1213, 26
10-23

161, 27
1619, 24
20,2623, 25

Plaase soe our detailed indey
atspecttashergy.cor

1213, 70-21
14-15, 24




Charter

Vision
We are Specira Energy, North America’s premier natural gas infrastructure company:

Purpose

We will ereate superior and sustainable value for our investors, customers, employees and communities by providing
natural gas gathering, processing, transmission, storage-and distribution services,

We value:

# Stewardship ~ Demonstrating a commitmeant to environmental responsibility and vibrant communities

A Integrity ~ Ethically and honestly dolng what we say we will do

2 Respect for the Individual - Embiracing diversity and inglusion, enhanced by openness, sharing, trust, leadership,
teamwork and involvement

» Safpty - Sharing a relentless commitment to 2 zero work-refated injury and ilness culture

# High Performance - Accountability, achiaving superior business results and stretching our capabiiities

2 Win-Win Relationships - Having relationships which forus on the creation of value for all parties

# Initiative ~ Having the courage, creativity and discipling to lead change and shape the future

We know we are successful when we are the:

2 Supplisr of Choice for gur customers

2 Employer of Choice for individusls

» Advisor of Choice on policy and regulstion for governments and reguiators
2 Partner of Choice for our communities

2 Investment Opportunity of Choice for investors
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S ect@
Energy.

Spactra Energy
S400 Westheimer Court
Houston, TX 77056

WWW.Spectraenergy.com

Follow us-on

The use of (50 priitiod.
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tityting paper withe printing
of (his report seved:

15,252 1bs

Wood preserved for the fiture
22,273 gallons
Wastewater fiow saved

15,000,000 Bty

inergy not consumed

4,6251bs
Emissions prevented

1,3521bs
Solid waste notgengrated
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