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Spectra Energy is proud of the work we do to deliver critically needed energy to North America The energy

infrastructure we build and operate enables progress and brings us within reach of the important goals

of economic prosperity energy independence and healthier environment

Such ambitious undertakings require collaborative spirit We are fortunate to have many respected partners

working with us stakeholders like you who shaie our commitment to delivering future fueled by

clean burning job-creating homegrown energy while earning solid return on their investments In this

report youll hear directly from individuals living and working across North America men and women

dedicated to safe clean and sustainable energy future Some you will recognize others you may not

but inspire us and move us to action on youi behalf eveiy day

2012 was year of mi estones for Spectra Energy We built upon century-deep foundatIon of serving

North Americas growing need for natural gas We added new pillars of growth to our expanding portfolio

We upheld our tradition of stakeholder engagement reaching out to our neighbors and benefiting from

their perspective and input And we continued to generate strong and sustaining cash flows that allow

us to reinvest in our core businesses extend our reach into new segments and reward our investors with

dividend growth

iai ft

At this time last year in period of robust commodity prices we shared with you our 2012 earnngs per

share EPS target of $1.90 The commodity price environment collapsed quickly particularly with respect

to natura gas liquids and we did not achieve our $1.90 goal Our year-end earnings per share came in at

$1.43 short of the target we had aimed for And while virtually the entire delta between our goal and

the result was related to lower commodity prices we nonetheless share your disappointment Over the last

year the lower than expected commodity prices resulted in one-year decline in our stock price Despite

this we have provided investors with total shareholder return of more than 50 petcent through the three

years ending Dec 31 2012 while the SP 500 returned 36 percent over the same period

In 2012 our core fee-based businesses performed as expected These businesses generated strong earnings

and cash flow helping to offset the effects of lower commodity prices in our other businesses and providing

the means for future investment growth and value creation Of note our fee based businesses fund

Spectia Energys dividend wh ch increased by 10 cents share in the fourth quarter of 2012 bringing our

annual dividend to $1.22 We are committed to continuing to grow our dividend each year as we grow our

earnings and casn flow
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Our conunued strong financial position is the muscle behind our reach allowing us to pursue and finance

attractive investment opportunities throughout business cycles Our consistent record of cash generation

allows us to execute on our $1 billion-plus annual capital expansion program and fund $700 to $800

million in maintenance capital annually to ensure our existing assets continue to safely and reliably generate

earnings on your behalf

Our two master limited partnerships Spectra Energy Partners NYSE SEP and DCP Midstream Partners

NYSE DPM are important contributors to our overall financial flexibility Together they allow us to expand

our assets and footprint by using the lowest cost financing available for our growth activities

Looking forward we are committed to delivering $1.50 earnings per share in 2013 and are confident in

our ability to deliver dependable long-term shareholder value through earnings and dividend growth

Long term deserves underscoring here The expansion plans were pursuing today are large in scale and

scope Weve taken long view in assessing investment opportunities that will yield benefits over time and

over range of market conditions And we are focused on the efficient use of capital to achieve superior

returns on your behalf

Exndng Our PortfoUos Reach

In 2012 we invested $1.3 billion in capital

expansion across the enterprise delivering

six projects into service for aggregate returns

consistent with our 10 to 12 percent goal

for return on capital employed We also are

expanding our reach into complementary growth

sectors that will provide substantial long-term

shareholder value We did this by committing

more than $2 billion to the natural gas liquids

and crude oil pipeline sectors last year

First our pending acquisition of the Express-Platte

Pipeline System gives us firm foothold in the

rapidly expanding crude oil pipeline sector and we look forward to welcoming the Express-Platte team to

Spectra Energy Express-Platte is one of three major pipelines moving crude oil from western Canada to

refineries and markets in the U.S Rockies and Midwest Our timing on this hold move couldnt be better

Crude oil flows are undergoing dramatic positive change similar to the growth dynamics investors are

benefiting from in the natural gas and natural gas liquids sectors Canadian oil production is expected to

double in the next 15 years Production in the Bakken basin likely will increase 250 percent by 2032 And in

the next two years U.S demand for crude oil from western Canada will grow by 50 percent Huge shifts

are occurring on both the supply and demand sides of crude oil and Spectra Energy is ideally positioned

2012 Annuai Report
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culture that ive long defined Spw Ira Energy

stewardsh integnty respect foi the md vidual

sa ety high performame wir win relatior ships

and irtiat ye

Our most essenlial commitment involve

keep rig our employees ontractors and

comr unity neighbors safe We realized some

good gains in 2012 vith fewer workforce

ijui ies ar fewer vehicle injuries than we

experienced in 201 or 2010 We remain lu
ly

committed to further improvements on our

marc toward achiev rig our goal of zero ir juries

and zero work-related ill esses

Werr proud of what we accor iplished in 2012 building cipon strong foundation extending our neadi iritc

complementary husir ess cc gments generating healthy returns on the capital we employed and provid rig

dividend growth to you For 2013 ur plans include securing additional expansion projects in ill of our business

segrriunts cnrpletiric thos rcad under vvay oS well as gmwiirg earniirgs per share and the dividrids we pay

our fellow shareholdc rs By doing so we will ensure that spectra riergy remains the investment opportunity of

choice for you our owners

Were energized by what lies ahead Energy is transformational force Jr ng progress prosperity arid human

potertial We are comrr itted to ur rolc of s0Je delivering energy providing exptiorial service arid creating

enduring value on your behal As you read this report hope youll share our confidence that bright future is

withii reach arid that you ire estree it good hands arid will continue to be rewarded

Gregory Ebe Pmsideri nd hief Executive Off cer

2012 Annual Reporr
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shareholders We invested $1 billion in expansion projects We extended our reach into complementary growing

sectors with the announced acquisition of the Express-Platte Pipeline System our expanding liquids portfol

and our active pursuit of liquefied natural gas opportunities And our board was pleased to authori7e 10 cent

ncrease in Spectra Energys annual dividend bringing it to its current annualized level of $172 per share

The expanse of Spectra Energys asset base is matched by tremendous human talent and dedication Frum

the visionary leadership of CEO Greg Ebel to an impressive experienced leadership team to the 5000

emp oyees who operate our pipelines plants and business processes every day your company is in good hands

Our board is actively engaged in overseeing near- and lung-term succession planning and can assure you that

we have deep bench of talent and are prudently investing in ongoing leadership development

You also will be pleased to know that we work to ensure that executive compensation is equitably aligned with

shareholder interests As you read in Gregs letter Spectra Energy missed delivering on its 2012 earn ngs per shaie

target External factors certainly contributed to the miss but our inentive payouts reflect the reality that we failed

to deliver on goal that matters greatly to you our investors

Your board is committed to sound governance responsible corporate citizenship and sustainability on all

fronts Spectra Energy diligently monitors and reports on the economic social and environmental impart of

our operations Were improving our performance in key areas like safety employee engagement diversity and

inclus on supply chain excellence and stakeholder engagement Our participation in internationally rwoqnized

benchmarks like the Dow Jones Sustairiability Index and Carbon Disclosure Project is driven not by desire to

score high but by our quest for transparency accountability and continuous improvement

The members of your board embrace the role of representing the needs and interests of all our stakeholders

am privileged to work alongside such talented and insightful group Joseph Netherland one of our valued

and respected directors has elected to step down in May 2013 Both Greg and on behalf of the entire bo ird

thank Joe for his valued counsel and contributions and we wish him all he best

am pleaseci with wnere Spectra Energy stands today at the forefront of its sectui leading the Giarge to develop

critically needed energy infrastructure Moreover Im excited abocit what the future holds and the role we

share in ushering in new era of energy independence and economic vigor for North Amerka As youll read

in this report we have much to be proud of However ocir company meascires sciccoss not only in terms of past

achievement but in the potential to perform better aim higher extend ocir reach and serve your interests over

the long term

Thank you for your continuing investment in Spectra Energy We appreciate the enormous trust that invcstmcnt

conveys and were working hard every day to earn it

WiHam Esrey Chairman of the Board

2012 Annuai Report
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directional drilling allowing us to avoid disturbance to roads

utilities or waterways particularly important in densely populated

metro areas

The New ierseyNew York pipeline will be one of the safest

ever built in North America It is being constructed to exacting

federal regulations and industry standards and utilizes advanced

highresistant steel and modern safety features like remote

control valves and the ability to use robotic inline monitoring

devices The environmental benefits of the pipeline including

avoiding six million tons of carbon dioxide year support

Mayor Bloombergs ambitious sustainability program PIaNYC

New Jersey Governor Chris Christies Energy Master Plan and

broader national policy goals of reducing the carbon intensity of

our economy

2012 Anuai Report 11
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has been relatively undeodocumented Analysis of Native American

arUfacts from the site is ongoing and includes radiocarbon dating

examinauon of reodues and use wear on stone tools and soil

samples all of which will contribute to more complete account

of New York Citys past

In the spirit of sharing the lessons of history Spectra Energy and PAL

are launching multifaceted public outreach and education program

Well tell the story of this exciting discovery and the areas rich past via

video dedicated program website school lesson plans educational

materials and interpretive museum displays

And in an nteresting twist the reliable affordable supplies of natural

11

gas being delivered to the region via our pipeline expansion program

will help power our future and preserve our past You just never

knovv what taking closer look might yield

2012 Annuai Report 13
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from prepanng to mport increasing amounts of natural gas from

abroad to where we are today envisioning North American exports

Infrastructure expanson goes handimhand with supply development

and were the midst of one of the largest pipeline construm

tion surges in US history Researchers tell us that the US and

Canada vvill reguee natural gas midstream investment of about

$8.2 billion year for the next 25 years to accommodate new

gas supplies and meet growing demand

At Spectra Energy were doing our part with plans to invest more

than $25 billion in growth projects through the end of the decade

Our natural gas and crude oil assets are ideally positioned in the

midst of North Americas conventional and unconventional supply

areas and connected to the fastest growing demand markets

2012 Annual Report 15
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upport prog th build capacity and contribute sub ntiv

benefit Aboriginal communities including mploym nt oppor

tuniti education busin and ritrepren un skills Our

ponsoi hip funding of the Aboriginal Ledership arid naqem nt

piogr in at th nff ntr in Alberta Can da is one xample

of how vve contribute to the ongoing vitality of ornmuniti

and local busin ses And our economi lopm nt fforts

fo us on increasing employm nt nd bu inc opportuni

foi Aboriginal ople within oui ospany and ro the

energy wctor

Our employe ie ply foi the ornrnuniti in which they live

and woi and ge erously devot th ir time and tilent to giving

ck through upport of locsl youth schools eld rs and cultui

2012 Annua Report 17
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rely on affordable energy and feedstock American manufacturers

enjoy the lowest natural gas costs in the world today and the

American Chemistry Councl estimates that modest increase in

natural gas shale supply vvould generate more than 400000 new

jobs in the US more than $132 billion in US economic output

and $4.4 billion in new annual tax revenues Spectra Energy is

ideally posihoned in the midst of expanding North Arsierican shale

gas development from the Horn River and Montney shales in

vvestern Canada to the Eagle Ford Shale in South Texas and the

Marcellus and titica shales in the northeastern US Our enviable

asset footprint allows us to connect bountiful supply to the fastest

growing demand markets in North America and support the

export of licluefied natural gas to international markets

2012 Aniua Report 19
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revenues and our commitment to purchase goods and serv ces

locaHy We proactively build relationships with diverse vendors

and supplie and we paUner with educational institutions to

prepar the next generation of oil and natural gas workers

Our de Iftated team of employee volunteers is our greatest gift to

community vitality Our employees give generously of their time

talent and resources Our annua Helping Hands in Action event

month long employee-led volunteerism effort benefits hundreds of

comrrmunity needs each year ranging from local food banks school

and plyground maintenance highway cleanups tree plantings

and clothing drives And our employem distinguish themselves year

after year in their spirited suppor of the United Way and we ame

oleased to match their donations dollarfor dollar

2012 Annua Report 21
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We are proud to co chair the Depaitment of AansportaUons çDO

Pipeline Emergency Response WorUng Group knowledge shai ing

effort among eineigerxy responders pe ne operators and regu ators

and to ave been recogruzed by the DO for our leadership role in

rev ng the departments cy Respons Cu debook Our collab

orative safcty focus extends to organizations like the Interstate Natural

Gas Association of America the Canadian Energy peline Association

and Call Before You Dig initiatives aross the U.S and Canada

And we engage directly with community neighbors mailing more than

halt mill on brochures an wa to homeowners bus nesses public

officials md potential excam tors along our pipeline systems to inform

therim of the presence of pcI nes and provide important safety infor

niation Know edge is the greatest safety measure and we will continue

to reach out infoim arid build understanding among stakelmolders

2012 Anriuai Report 23
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2812

ASSETS

Current Assets

ili iq it $94
978

309

290

roi 1663

Investments and Other Assets

dat di ate 2692

4513

572

ye tr Il at 7777

Property Plant and Equipment Net 19905

Regulatory Assets and Deferred Debits 1242

Total Assets
___________________________

$30587

LIABILITIES AND EQUITY

Cur ent Liabilities

rV pa ib 464

1259

Or of tar 921

1147 21

tiE Fey 3791 01

Long4erm Debt 10653

Deferred Credits and Other Liabilities

or axe 4358

ej \1ar 1684

ttre
it 6042

Preferred Stok of Subsidiaries 258

Equity

8972

Erie 871

Ia
ty 9843

Total Liabilities and Equity
__________________________ __________________________

$30587
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Peter Hamilton

Peter Hamiton is the ret red senior vice president and chief financial off cer of Brunsvvick Corporation

He previously served Brunswick in numbei of executive leadership capaaties including vice cha rman

of Brunswick Coiporation president Brunswick Boat Group president Life Fitness division and

pres dent Brunswick Bowl ng Billiards He seives as director of Sunk oke Energy Inc and Oshkosh

Corporat on Hamilton chairs Spectra Energys audit committee and member of the corporate

governance committee

Dennis Hendnx

Dennis Hendrix is the retired chairman of the board of PanEnergy Corp Spectra Energy predecessor

company He served as cha rman from 1990 to 1997 as chief executive offker from 1990 to 1995

and as president from 1990 to 1993 He previous served as director of Duke Energy All ed \Naste

Industries and Newfield Explorat on Company Hendrix is member of Spectra Energys compensat on

and finance and risk management committees

Michae McShane

Mike McSharre served as chairman president and chief execcitive offiwr of Grant Prideco Inc from

2002 until the 2008 merger of Grant Prideco and National OiIwell Varco Inc He previously served as

senior vice president of finance chief financial officer and director of BJ Services Company MShane

is director of Superior Energy Services Inc Oasis Petroleum Inc ann Forum Energy lechnoiogies

Inc and currently serves on the board of directors for two private companies He also is an advisor for

Advent International McShane chairs Spectra Energys finance and risk management committee and

is member of the aLidit committee

Joseph Netherand

Joe NetI erland serveo as chairman of MC Technolog es fror December 2001 until his ct re nent

in 2008 He also served as president of FMC technologies from 2001 to 2006 and as ief executive

officer from 2001 to 2007 He remains director of MC echnoloqies and serves on the hoards of

Newfied Exploration Company and Tidewater Inc and as an advisoiy director of CVC Captal Partners

Netherland is member of Spectra Energys compensation and corporate governance comm ttees

Michae EJ Pheps

chad Phelps is chairman of Dornoch Capital Inc private investrie it company He served as

president and chief executive officer of Westcoast Energy Inc fro 1988 to 1992 and as cF airman and

chief executive officer until 2002 He previously served as dimectom of Duke Energy Canadian Imperia

Bank of Commerce Canadian Par Rai road ompany and Prod gy Gold Inc Phe ps currertly serves

on th bua of Ma dthon urpo dtiO ai vvds dppuu ed as am offf of 9w Or dci uf add

Phelps chairs Spectra Energys compensation committee and is member of the riance and risk

management comm tee
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The members of Specfra Enerq.yT execu ye leaders.hip team from left Sill iey kHhcSik R.eddS

Greg Ebef Re go/c Hedgebeth John Arensdorl Steve Bake Dorothy Ablery Doug Bloom oH Alan HarrIs

Mark Fiedorek is president of the companys western Canadian operations responsible for four of the companys

westernSiased divisions BC Pipeline BC Field Services Midstream and Natural Gas Liquids He also serves on the

board of directors of DCP Midstream Partners

Man Harris is chief development and operations officec He oversees the companys strategy business

development and mergers and acquisitions as well as project execution the operations of Spectra Energys

U.S pipeline and storage business environment health and safety and Spectra Energy Partners

Reggie Hedgebeth is general counsel and chief ethics and compliance officer He leads the companys legal

department office of the corporate secretary compliance regulatory affairs government relations and global

supply chain function

Pat Reddy is chief financial officer of Spectra Energy He leads the financial function which includes the

controllers office financial planning and analysis treasury tax risk management and insurance He also serves

as chief financial officer of Spectra Energy Partners and on the board of directors of DCP Midstream

BiH Yarcfley is president of U.S Transmission and Storage He is responsible for the companys extensive

network of natural gas infrastructure assets across the country He also serves on the board of directors of

Spectra Energy Partners
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Sharehoder Services

Broadndge orporate Issuer Solutions Inc is the ransfer Agent aid Reqotra for Speed Er my Corp

common stock Registered shareho ders rr ay direct questions about stock accounts lega trer stcr

requireme its ddress changes dividend checks eplacernent of lost certificates or other servicei by cal ig

to fie 18552 SPECfRA or 855 2/1 328/

Please send written requwts to

Spectra Energy Corp

Broadndqe Corporate lssucr Solutions Inc

PC Box 1342

Bren wood NY 11/1/0/18

For dec trurric cor respor ide rice visi if Broadriuge vvcbsite mww char eriuiuer broauridge.c or i/sps tra

Stock Exchange Listing

Spectr Energy common stock is listed on the New Yo Stock Exchange nder tie trading syr Thu SE

Stock Purchase and Dividend Reinvestment Pan

Jhr Spectr Energy dtock Purd ase arid Dividend Re nvestrnent Plarr provide simple and cor vcnic to

purch se con mon stock directly throc gh the con pany thout incurr rq brokerage fees tIre plan prov des

for reinvestment rect deposit cash payment of dividends Purchases may be rade weekly Bank

urafti or uth prochaws rc pu Pig fiatc rto tE pl in ilrmurpng arc dOd tinnal opt urs

sit Broadridqe vvebs te at vvw shareholder broadridqe cooi/spectra for account icr eq ment iccess

Anancial Pubications

Spectr Energy Secur ties ornririssior reports arid re ated rairci il publicatior ccir bc for cc or

our websrtc at mww spectraenerqy corn/investors Printed copies are available upo req icst

Eectronic DeUvery

Spectr Energy encourages areholders to errrol irr ectrorric delivery of finer inforr atic ir proxy

itc ufiti rot ir wtrork del wry go to fittp //erirull wdLl veryLum

Duphcate MaiUngs

If

your shares are rcqistered in different acm orints you may rece vc duplicate mail
qs ot an rep ts oxy

stateo ents arid other iareholder infer matron Contact Broadridqe for instructions or hoss to comb ne yo

iccour ts or xr rate duplicate irailinqs

Dividend Payment

Divide ds on cornmo stock arc expected to be paid in March June wpterr her rid Dccc 201 ibject

eec ioitror bt tire hea of din cror

Website

Additic nil investor iriforrx atron may be obtained on Spectra Energys vebsite www pcctrae iergycorx

Spectm icrgy iri cqual opportunity employer this report is published solelt to nform ar ho cfer and

riot co isidered an offer or the solicitat on of ar offc to buy or sell seccrrrtres

FSC C101531
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