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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the

Securities Exchange Act of 1934. Forward-looking statements are based on management s beliefs and assumptions. These forward-looking

statements are identified by terms and phrases such as anticipate, believe, intend, estimate, expect, continue, should, could, may,
predict, will, potential, forecast, and similar expressions. Forward-looking statements involve risks and uncertainties that may cause actual

results to be materially different from the results predicted. Factors that could cause actual results to differ materially from those indicated in any

forward-looking statement include, but are not limited to:

state, federal and foreign legislative and regulatory initiatives that affect cost and investment recovery, have an effect on rate

structure, and affect the speed at and degree to which competition enters the natural gas industries;

the outcomes of litigation and regulatory investigations, proceedings or inquiries;

the weather and other natural phenomena, including the economic, operational and other effects of hurricanes and storms;

the timing and extent of changes in commodity prices, interest rates and foreign currency exchange rates;

general economic conditions, including any potential effects arising from terrorist attacks and any consequential hostilities or other

hostilities;

changes in environmental, safety and other laws and regulations;

the results of financing efforts, including the ability to obtain financing on favorable terms, which can be affected by various factors,

including credit ratings and general economic conditions;

declines is the market prices of equity securities and resulting funding requirements for defined benefit pension plans;

growth in opportunities, including the timing and success of efforts to develop domestic and international pipeline, storage,

gathering, processing and other infrastructure projects and the effects of competition;

the performance of natural gas transmission and storage, distribution, and gathering and processing facilities;

the extent of success in connecting natural gas supplies to gathering, processing and transmission systems and in connecting to

expanding gas markets;

the effect of accounting pronouncements issued periodically by accounting standard-setting bodies;

conditions of the capital markets and equity markets during the periods covered by the forward-looking statements;

the ability to successfully complete merger, acquisition or divestiture plans, regulatory or other limitations imposed as a result of a

merger, acquisition or divestiture; and the success of the business following a merger, acquisition or divestiture; and

the ability to operate effectively as a stand-alone, publicly-traded company.
In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a
different extent or at a different time than Spectra Energy Corp has described. Spectra Energy Corp undertakes no obligation to publicly update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
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PART I

Item 1. Business.

General

Spectra Energy Corp (Spectra Energy) owns and operates a large and diversified portfolio of complementary natural gas-related energy assets
and is one of North America s premier midstream natural gas companies. For close to a century, Spectra Energy and its predecessor companies
have developed critically important pipelines and related energy infrastructure connecting natural gas supply sources to premium markets.
Spectra Energy operates in three key areas of the natural gas industry: transmission and storage, distribution and gathering and processing. The
midstream sector of the natural gas industry is the link between the production of natural gas and the delivery of its components to end-use
markets, and consists of the transmission and storage and the gathering and processing areas of the industry. Based in Houston, Texas, Spectra
Energy provides transportation and storage of natural gas to customers in various regions of the Eastern and Southeastern United States, the
Maritimes Provinces and the Pacific Northwest in the United States and Canada and in the province of Ontario in Canada. It also provides
natural gas sales and distribution service to retail customers in Ontario, and natural gas gathering and processing services to customers in
Western Canada. Spectra Energy also has a 50% ownership in DCP Midstream, LLC, (DCP Midstream), formerly Duke Energy Field Services,
LLC, one of the largest natural gas gatherers and processors in the United States. Spectra Energy s operations are subject to various federal, state,
provincial and local laws and regulations.

Spectra Energy s pipeline systems consist of approximately 17,500 miles of transmission pipelines. The pipeline systems receive natural gas from
major North American producing regions for delivery to markets primarily in the Mid-Atlantic, New England and Southeastern states, the
Maritimes Provinces, Ontario, Alberta and the Pacific Northwest. For 2006, Spectra Energy s proportional throughput for its pipelines totaled
3,248 trillion British thermal units (TBtu), compared to 3,410 TBtu in 2005. These amounts include throughput on wholly-owned U.S. and
Canadian pipelines and Spectra Energy s proportional share of throughput on pipelines that are not wholly-owned. Spectra Energy s storage
facilities provide approximately 265 Bcf of storage capacity in the United States and Canada.

DCP Midstream gathers, compresses, processes, transports, trades and markets, and stores natural gas. DCP Midstream also fractionates,
transports, gathers, treats, processes, trades and markets, and stores natural gas liquids, or NGLs. DCP Midstream is 50% owned by
ConocoPhillips and 50% owned by Spectra Energy. DCP Midstream gathers raw natural gas through gathering systems located in major natural
gas producing regions: Permian Basin, Mid-Continent, East Texas-North Louisiana, Gulf Coast, South, Central and Rocky Mountain.
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Recent Developments

Spin-off from Duke Energy

On January 2, 2007, Duke Energy Corporation (Duke Energy) completed the spin-off of its natural gas businesses, primarily comprised of the
Natural Gas Transmission and Field Services business segments of Duke Energy that were owned through Duke Energy s wholly-owned
subsidiary, Duke Capital LLC (now Spectra Energy Capital, LLC). Spectra Energy Capital, LLC (Spectra Energy Capital) was contributed by
Duke Energy to Spectra Energy and all of the outstanding common stock of Spectra Energy was distributed to the Duke Energy shareholders.
The Duke Energy shareholders received one share of Spectra Energy common stock for every two shares of Duke Energy common stock,
resulting in the issuance of approximately 631 million shares of Spectra Energy on January 2, 2007.

Prior to the distribution by Duke Energy, Spectra Energy Capital implemented an internal reorganization in which the operations and assets of
Spectra Energy Capital that were not associated with the natural gas businesses, were contributed by Spectra Energy Capital to Duke Energy or
its subsidiaries. The contribution to Duke Energy, made in December 2006, included the following operations:

International Energy business segment;

Crescent Resources (a real estate business);

The remaining portion of Spectra Energy Capital s business formerly known as Duke Energy North America (DENA), which

included unregulated power plant development and operations, and the marketing and trading of various energy services and

commodities; and

Other miscellaneous operations, such as a fiber optic communications network and a project development services partnership, that

were not associated with the natural gas operations of Spectra Energy.
Following this internal reorganization and the distribution by Duke Energy to Spectra Energy, Spectra Energy Capital is a direct, wholly-owned
subsidiary of Spectra Energy. All of the operating assets, liabilities and operations of Spectra Energy are held by Spectra Energy Capital, except
for employee benefit plan assets and liabilities that were contributed by Duke Energy directly to Spectra Energy in a separation transaction. As a
result of these spin-off steps, Spectra Energy Capital is treated as the predecessor entity for financial statement purposes. Accordingly, this Form
10-K includes the audited consolidated financial statements of Spectra Energy Capital. References throughout this document to the Consolidated
Financial Statements or notes thereto are referring to the statements of Spectra Energy Capital.
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Businesses of Spectra Energy

As of December 31, 2006, Spectra Energy s businesses were reported by Spectra Energy Capital primarily in its Natural Gas Transmission and
Field Services segments. As a result of the reorganization and spin-off of Spectra Energy from Duke Energy on January 2, 2007, Spectra Energy
now manages its business in four reportable segments: U.S. Transmission, Western Canada Transmission & Processing, Distribution and Field
Services. The first three segments are primarily included in Spectra Energy Capital s Natural Gas Transmission segment and DCP Midstream is
reported in the Field Services segment of Spectra Energy Capital. The remainder of Spectra Energy s business operations is expected to be
presented as Other, and consists of unallocated corporate costs, a wholly-owned captive insurance subsidiary, employee benefit plan assets and
liabilities and other miscellaneous businesses.

The following sections describe the business and operations of each of Spectra Energy s businesses. (For more information on the operating
outlook of Spectra Energy and its segments, see Management s Discussion and Analysis of Financial Condition and Results of Operations,
Introduction Executive Overview and Economic Factors for Duke Energy s Business. For financial information on Spectra Energy Capital s
business segments, see Note 3 to the Consolidated Financial Statements, Business Segments. )

U.S. GAS TRANSMISSION

Spectra Energy s U.S. Gas Transmission business provides transportation and storage of natural gas for customers in various regions of the
Eastern and Southeastern United States and the Maritimes Provinces in the United States and Canada. Spectra Energy s U.S. pipeline systems
consist of more than 12,800 miles of transmission pipelines with five primary transmission systems: Texas Eastern Transmission, L.P. (Texas
Eastern), Algonquin Gas Transmission, LLC (Algonquin), East Tennessee Natural Gas, LLC (East Tennessee), Maritimes & Northeast Pipeline,
LLC and Maritimes & Northeast Pipeline, L.P. (collectively, Maritimes & Northeast Pipeline), and Gulfstream Natural Gas System, LLC
(Gulfstream). These pipeline systems receive natural gas from major North American producing regions for delivery to markets. For 2006, U.S.
gas transmission s proportional throughput for its pipelines totaled 1,930 TBtu, compared to 1,953 TBtu in 2005. This includes throughput on
wholly owned pipelines and its proportional share of throughput on pipelines that are not wholly owned. A majority of contracted transportation
volumes are under long-term firm service agreements with local distribution company (LDC) customers in the pipelines market areas. Firm
transportation services are also provided to gas marketers, producers, other pipelines, electric power generators and a variety of end-users, and
both firm and interruptible transportation services are provided to various customers on a short-term or seasonal basis. In the course of providing
transportation services, U.S. Gas Transmission also processes natural gas on its Texas Eastern system. Demand on the pipeline systems is
seasonal, with the highest throughput occurring during colder periods in the first and fourth calendar quarters.
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Texas Eastern

The Texas Eastern gas transmission system extends approximately 1,700 miles from producing fields in the Gulf Coast region of Texas and
Louisiana to Ohio, Pennsylvania, New Jersey and New York. It consists of two parallel systems, one with three large-diameter parallel pipelines
and the other with one to three large-diameter pipelines. Texas Eastern s onshore system consists of approximately 8,600 miles of pipeline and 73
compressor stations (facilities that increase the pressure of gas to facilitate its pipeline transmission). Texas Eastern also owns and operates two
offshore Louisiana pipeline systems, which extend approximately 100 miles into the Gulf of Mexico and include approximately 500 miles of
Texas Eastern s pipeline system and has an ownership interest in a processing plant in Southern Louisiana. Texas Eastern has two joint-venture
storage facilities in Pennsylvania and one wholly-owned and operated storage field in Maryland. Texas Eastern s total working capacity in these
three fields is 75 billion cubic feet (Bcf). Texas Eastern is connected with two storage facilities through Market Hub Partners operations in Texas
and Louisiana.

Algonquin

The Algonquin pipeline connects with Texas Eastern s facilities in New Jersey, and extends approximately 250 miles through New Jersey, New
York, Connecticut, Rhode Island and Massachusetts where it connects to the Maritimes & Northeast Pipeline. The system consists of
approximately 1,100 miles of pipeline with six compressor stations.

Index to Financial Statements 9
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East Tennessee

East Tennessee s transmission system crosses Texas Eastern s system at two points in Tennessee and consists of two mainline systems totaling
approximately 1,400 miles of pipeline in Tennessee, Georgia, North Carolina and Virginia, with 18 compressor stations. East Tennessee has a
liquefied natural gas (LNG) storage facility in Tennessee with a total working capacity of 1.2 Bcf. East Tennessee also connects to Saltville Gas
Storage Company L.L.C. (Saltville), a subsidiary of Spectra Energy, and other storage facilities in Virginia that have a working gas capacity of
approximately 5 Bcf.

Maritimes & Northeast Pipeline

Maritimes & Northeast Pipeline transmission system is operated primarily through Spectra Energy s 77.53% investments in Maritimes &
Northeast Pipeline, LP and Maritimes & Northeast Pipeline, LLC. Maritimes & Northeast Pipeline transmission system extends approximately
900 miles from producing fields in Nova Scotia through New Brunswick, Maine, New Hampshire and Massachusetts, connecting to Algonquin
in Beverly, Massachusetts. There are two compressor stations on the system.

Index to Financial Statements 10
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Gulfstream

Spectra Energy also has a 50% investment in Gulfstream, a 691-mile interstate natural gas pipeline system owned and operated jointly by
Spectra Energy and The Williams Companies, Inc. Gulfstream has a capacity to transport 1.1 Bef/day from Mississippi and Alabama, crossing
the Gulf of Mexico to markets in central and southern Florida. Gulfstream has one compressor station.

Storage Services

Spectra Energy, through its subsidiary Market Hub Partners (MHP), owns and operates two natural gas storage facilities, Moss Bluff and Egan,
with a total storage capacity of approximately 35 Bcf. The Moss Bluff facility consists of three storage caverns located in Southeast Texas and
has access to five pipeline systems including the Texas Eastern system. The Egan facility consists of three storage caverns located in South
Central Louisiana and has access to eight pipeline systems including the Texas Eastern system. MHP markets natural gas storage services to
pipelines, LDCs, producers, end users and natural gas marketers. Texas Eastern and East Tennessee also provide firm and interruptible
open-access storage services. Storage is offered as a stand-alone unbundled service or as part of a no-notice bundled service with transportation.
East Tennessee also connects to Saltville Gas Storage Company L.L.C., a subsidiary of Spectra Energy. These underground reservoir and salt
cavern storage facilities are located in Virginia and provide storage services to customers in the Southeastern United States.

Customers and Contracts

In general, Spectra Energy s U.S. pipelines provide transportation services to LDC s, electric power generators, industrial and commercial
customers, as well as energy marketers. Transportation and storage services are provided under firm agreements where customers reserve
capacity in pipelines and storage facilities. The vast majority of these agreements provide for fixed reservation charges that are paid monthly
regardless of actual volumes transported on Spectra Energy s pipelines or injected or withdrawn from our storage by customers plus a small
variable component that is based on volumes transported to recover variable costs.

Spectra Energy also provides interruptible transportation and storage service agreements where customers can use capacity if it is available at the
time of the request and payments under these services are based on volumes transported or stored. These U.S. operations also provide a variety
of other value-added services including natural gas parking, loaning and balancing services to meet customers needs. These services are
provided in accordance with tariffs that govern the provision of services and are approved by the appropriate regulatory agency that has
jurisdiction over those systems.

Index to Financial Statements 11



Edgar Filing: Spectra Energy Corp. - Form 10-K

Table of Conten
Index to Financial men
Competition

Spectra Energy s U.S. transportation and storage businesses compete with similar facilities that serve its supply and market areas in the
transportation and storage of natural gas. The principal elements of competition are rates, terms of service and flexibility and reliability of
service.

The natural gas that Spectra Energy transports in its transmission business competes with other forms of energy available to its customers and
end-users, including electricity, coal, propane and fuel oils. Several factors influence the demand for natural gas including price changes, the
availability of natural gas and other forms of energy, the level of business activity, conservation, legislation, governmental regulations, the
ability to convert to alternative fuels, weather and other factors.

WESTERN CANADA TRANSMISSION & PROCESSING

Spectra Energy s Western Canada Transmission & Processing business is comprised of the BC Pipeline and Field Services operations, the
Midstream operations and the NGL Marketing operations.

BC Pipeline and Field Services provide natural gas transportation and gas gathering and processing services. BC Pipeline is regulated by the
National Energy Board (NEB) under full cost of service regulation, and transports processed natural gas from facilities primarily in northeast
British Columbia (BC) to markets in the lower mainland of BC and the US Pacific Northwest. The BC Pipeline has approximately 1,800 miles
of transmission pipeline in British Columbia and Alberta, as well as 18 mainline compressor stations. For 2006, throughput for the BC Pipeline
totaled 579 TBtu, compared to 619 TBtu in 2005. Total transmission capacity is approximately 2.0 Bcf per day.

The BC Field Services business, which is regulated by the NEB under a light-handed regulatory model, consists of raw gas gathering pipelines
and gas processing facilities, primarily in northeast BC. These facilities provide services to natural gas producers to remove impurities from the
raw gas stream including water, carbon dioxide, hydrogen sulfide and other substances. Where required, these facilities also remove various
NGLs for subsequent sale. The BC Field Services business includes five gas processing plants located in British Columbia, 22 field compressor
stations, and more than 1,800 miles of gathering pipelines.

The Midstream business provides similar gas gathering and processing services in BC and Alberta through Spectra Energy s 46% interest in
Spectra Energy Income Fund (Income Fund), formerly Duke Energy Income Fund, a Canadian Income Trust. The Midstream business consists
of 13 natural gas processing plants and approximately 1,000 miles of gathering pipelines. Total processing capacity is approximately 870 MMcf
per day.

The Empress NGL Marketing business provides NGL extraction, fractionation, transportation, storage and marketing services to both western
Canadian producers and NGL customers throughout Canada and the northern tier of the U.S. Assets include, among other things, a majority
ownership interest in an NGL extraction plant, an integrated NGL fractionation facility, an NGL transmission pipeline, seven terminals along the
pipeline, two NGL storage facilities, and an NGL marketing and gas supply business. Total processing capacity of the Empress system is
approximately 2.4 Bcf of gas per day. The Empress system is located in Western and Central Canada.

10
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Competition

Western Canada Transmission & Processing businesses compete with third-party midstream companies, exploration and production companies
and pipelines in the transportation of natural gas. The Company competes directly with other pipeline facilities serving its market areas. The
principal elements of competition are rates, terms of service, and flexibility and reliability of service. Customer demands for toll certainty and
lower cost tailored services have promoted increased competition from other midstream service companies and producers. Spectra Energy
believes it is able to offer a very competitive service offering along all of these dimensions due to its scale, geographical presence in important
supply and market areas, financial stability and flexibility, and the strength of stakeholder relationships. Moreover, the presence of our existing
pipeline assets, right of way, customer base and operations enables Spectra Energy to more quickly and cost effectively add capacity and service
for customers in core markets. Spectra Energy s reputation for customer service, project execution, stakeholder relations, reliability and
predictable rates further enhance its competitive advantage. Taken as a whole, Spectra Energy believes its service offerings are among the most
competitive in the sector.

Natural gas competes with other forms of energy available to our customers and end-users, including electricity, coal and fuel oils. The primary
competitive factor is price. Changes in the availability or price of natural gas and other forms of energy, the level of business activity,
conservation, legislation, governmental regulations, the ability to convert to alternative fuels, weather and other factors affect the demand for
natural gas in the areas served by Spectra Energy.

Customers & Contracts

Spectra Energy s BC Pipeline provides: (i) transportation services from the outlet of natural gas processing plants in Northeast BC to LDCs, end
use industrial and commercial customers, and exploration and production companies requiring transportation services to the nearest liquid
natural gas trading hub; and (ii) transportation services primarily to downstream markets in the Pacific Northwest (both United States and
Canada.) Major customer segments include local distribution companies, electric power generators, exploration and production companies, gas
marketers, and industrial and commercial end users.

The largest portion of Spectra Energy s business in Western Canada is represented by the BC Field Services and Midstream operations providing
raw natural gas gathering and processing services to exploration and production companies under firm agreements which are primarily fee for
service contracts. These operations provide both firm and interruptible service. Although both operations gather and process raw natural gas

from the Western Canadian Sedimentary basin, they are significantly different in size and infrastructure within their respective regions.
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The NGLs extraction operation at Empress, Alberta produces approximately 50,000 barrels of NGLs per day comprised of approximately 50%
ethane, 32% propane, 12% butanes and 6% condensate. All ethane is sold to Alberta-based petrochemical companies, the majority of propane is
sold to propane wholesalers, butane is sold mainly into the motor gasoline refinery market, and condensate sales are directed to the crude
blending market.

DISTRIBUTION

Spectra Energy provides retail distribution services in Canada through its subsidiary, Union Gas Limited (Union Gas). Union Gas owns
primarily pipeline, storage and compression facilities used in the transportation, storage and distribution of natural gas. Union Gas system
consists of approximately 22,000 miles of distribution pipelines. Union Gas underground natural gas storage facilities have a working capacity
of approximately 150 Bcf in 20 underground facilities located in depleted gas fields. Its transmission system consists of approximately 3,000
miles of high-pressure transmission pipeline and six mainline compressor stations.

Union Gas distributes natural gas to approximately 1.3 million residential, commercial and industrial customers in Northern, Southwestern and
Eastern Ontario and provides storage, transportation and related services to utilities and other industry participants in the gas markets of Ontario,
Quebec and the Central and Eastern United States. Union Gas is regulated by the Ontario Energy Board (OEB) pursuant to the provisions of the
Ontario Energy Board Act (1998) and is subject to regulation in a number of areas including rates.

Union Gas provides natural gas storage and transportation services for other utilities and energy market participants in Ontario, Quebec and the
United States. Its storage and transmission system forms an important link in moving natural gas from Western Canadian and U.S. supply basins
to Central Canadian and Northeastern U.S. markets. Transportation and storage customers are primarily Canadian natural gas transmission and
distribution companies. A substantial amount of Union Gas annual transportation and storage revenue is generated by fixed demand charges
under contracts with remaining terms of up to 11 years and an average outstanding term of 3.9 years.

Union Gas distribution services to power generation and industrial customers are affected by weather, economic conditions and the price of
competitive energy sources. Most of Union Gas power generation, industrial and large commercial customers, and a portion of residential
customers, purchase their natural gas directly from suppliers or marketers. Because Union Gas earns income from the distribution of natural gas
and not the sale of the natural gas commodity, gas distribution margins are not affected by the source of customers gas supply.

12
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Competition

Union Gas is a regulated entity and is not generally subject to third-party competition within its distribution franchise area, although a recent
decision of the OEB has permitted physical bypass of Union Gas facilities even within its distribution franchise area. In addition, other
companies could enter Union Gas markets or regulations could change.

Customers and Contracts

The rates that Union Gas charges for its regulated services are subject to the approval of the OEB. Union Gas distribution service area extends
throughout Northern Ontario from the Manitoba border to the North Bay/Muskoka area, through Southern Ontario from Windsor to just west of
Toronto, and across Eastern Ontario from Port Hope to Cornwall. Union Gas franchise area has a population of approximately four million
people and a diversified commercial and industrial base.

Union Gas also provides natural gas storage and transportation services for other utilities and energy market participants in Ontario, Quebec and
the United States. Transportation and storage customers include large Canadian natural gas transmission and distribution companies.

FIELD SERVICES

Field Services includes Spectra Energy s investment in DCP Midstream. Field Services gathers, compresses, processes, transports, trades and
markets, and stores natural gas. DCP Midstream also fractionates, transports, gathers, treats, processes, trades and markets, and stores NGLs. In
July 2005, Spectra Energy Capital completed the disposition of its 19.7% interest in DCP Midstream, which resulted in Spectra Energy Capital
and ConocoPhillips becoming equal 50% owners in DCP Midstream. Additionally, the disposition transaction included the acquisition of
ConocoPhillips interest in the Empress System and the transfer of the Canadian Midstream operations of Field Services to Spectra Energy
Capital. Subsequent to the closing of the DCP Midstream disposition transaction, effective July 1, 2005, DCP Midstream was no longer
consolidated into Spectra Energy Capital s consolidated financial statements and is accounted for as an equity method investment. The Canadian
Midstream operations and the Empress System were transferred to Spectra Energy s Western Canada Transmission & Processing segment.
Additionally, in February 2005, DCP Midstream sold its wholly-owned subsidiary, Texas Eastern Products Pipeline Company, LLC, the general
partner of TEPPCO Partners L.P., and Spectra Energy sold its limited partner interest in TEPPCO Partners L.P., in each case to the same
unrelated third party.

In 2005, DCP Midstream formed DCP Midstream Partners, LP a master limited partnership. DCP Midstream Partners, LP (DCPLP) completed
an initial public offering in December 2005. As a result, DCP Midstream has a 42% ownership interest in DCPLP, consisting of a 40% limited
partner ownership interest and a 2% general partner ownership interest. DCP Midstream owns 100% of the general partner of DCPLP and,
therefore, consolidates DCPLP in its financial statements.

DCP Midstream operates in 16 states in the United States (Alabama, Arkansas, Colorado, Kansas, Louisiana, Maine, Massachusetts, Mississippi,
New Mexico, New York, Oklahoma, Pennsylvania, Texas, Rhode Island, Vermont and Wyoming). DCP Midstream s gathering systems include
connections to several interstate and intrastate natural gas and NGL pipeline systems and one natural gas storage facility. DCP Midstream
gathers raw natural gas through gathering systems located in seven major natural gas producing regions: Permian Basin, Mid-Continent, East
Texas-North Louisiana, Gulf Coast, South, Central, and Rocky Mountain. DCP Midstream owns or operates approximately 56,000 miles of
gathering and transmission pipe, with approximately 34,000 active receipt points.

13

Index to Financial Statements 15



Edgar Filing: Spectra Energy Corp. - Form 10-K

Table of Conten

Index to Financial men

DCP Midstream s natural gas processing operations separate raw natural gas that has been gathered on its own systems and third-party systems
into condensate, NGLs and residue gas. DCP Midstream processes the raw natural gas at 53 natural gas processing facilities.

The NGLs separated from the raw natural gas are either sold and transported as NGL raw mix, or further separated through a fractionation
process into their individual components (ethane, propane, butane, and natural gasoline) and then sold as components. DCP Midstream
fractionates NGL raw mix at six processing facilities that it owns and operates and at four third-party-operated facilities in which it has an
ownership interest. In addition, DCP Midstream operates a propane wholesale marketing business. DCP Midstream sells NGLs to a variety of
customers ranging from large, multi-national petrochemical and refining companies to small, regional retail propane distributors. Substantially
all of its NGL sales are at market-based prices.

The residue gas separated from the raw natural gas is sold at market-based prices to marketers and end-users, including large industrial
customers and natural gas and electric utilities serving individual consumers. DCP Midstream markets residue gas directly or through its
wholly-owned gas marketing company and its affiliates. DCP Midstream also stores residue gas at its 8 Bcf natural gas storage facility.

DCP Midstream uses NGL trading and storage at the Mont Belvieu, Texas and Conway, Kansas NGL market centers to manage its price risk
and to provide additional services to its customers. Asset-based gas trading and marketing activities are supported by ownership of the
Spindletop storage facility and various intrastate pipelines which provide access to market centers/hubs such as Katy, Texas, and the Houston
Ship Channel. DCP Midstream undertakes these NGL and gas trading activities through the use of fixed forward sales, basis and spread trades,
storage opportunities, put/call options, term contracts and spot market trading. DCP Midstream believes there are additional opportunities to
grow its services with its customer base.

DCP Midstream s operating results are significantly impacted by changes in average NGL and crude oil prices, which increased approximately

10% and 15%, respectively, in 2006 compared to 2005. DCP Midstream closely monitors the risks associated with these price changes. (See
Management s Discussion and Analysis of Financial Condition and Results of Operations Quantitative and Qualitative Disclosures About Market

Risk for a discussion of DCP Midstream s exposure to changes in commodity prices.)

Competition

In gathering and processing natural gas and in marketing and transporting natural gas and NGLs, DCP Midstream competes with major
integrated oil companies, major interstate and intrastate pipelines, national and local natural gas gatherers, and brokers, marketers and
distributors of natural gas supplies. Competition for natural gas supplies is based primarily on the reputation, efficiency and reliability of
operations, the availability of gathering and transportation to high-demand markets, the pricing arrangement offered by the gatherer/
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processor and the ability of the gatherer/processor to obtain a satisfactory price for the producer s residue gas and extracted NGLs. Competition
for sales to customers is based primarily upon reliability, services offered, and price of delivered natural gas and NGLs.

Customers and Contracts

DCP Midstream sells NGLs to a variety of customers ranging from large, multi-national petrochemical and refining companies to small regional
retail propane distributors. Substantially all of DCP Midstream s NGL sales are made at market-based prices, including approximately 40% of its
NGL production that is committed to ConocoPhillips and its affiliate, Chevron Phillips Chemical Company, LLC under existing contracts that
have primary terms that expire on December 31, 2014. In 2006, ConocoPhillips and Chevron Phillips Chemical Company LLC, combined,
represented approximately 22% of DCP Midstream s consolidated revenues.

The residual natural gas (primarily methane) that results from processing raw natural gas is sold at market-based prices to marketers and
end-users. End-users include large industrial companies, natural gas distribution companies and electric utilities.

DCP Midstream purchases or takes custody of substantially all of its raw natural gas from producers, principally under the following types of
contractual arrangements:

Percentage-of-proceeds arrangements. In general, DCP Midstream purchases natural gas from producers, transports and processes it
and then sells the residue natural gas and NGLs in the market. The payment to the producer is an agreed upon percentage of the
proceeds from those sales. DCP Midstream s revenues correlate directly with the price of natural gas and NGLs.

Fee-based arrangements. DCP Midstream receives a fee or fees for the various services it provides including gathering,
compressing, treating, processing or transporting natural gas. The revenue DCP Midstream earns is directly related to the volume of
natural gas that flows through its systems and is not directly dependent on commodity prices.

Keep-whole. DCP Midstream gathers raw natural gas from producers for processing and then markets the NGLs. DCP Midstream

keeps the producer whole by returning an equivalent amount of natural gas after the processing is complete. DCP Midstream is

exposed to the frac spread which is the value difference between the NGLs extracted and the natural gas returned to the producer.
As defined by the terms of the above arrangements, DCP Midstream sells condensate, which is generally similar to crude oil and is produced in
association with natural gas gathering and processing.

Supplies and Raw Materials

Spectra Energy purchases a variety of manufactured equipment and materials for use in operations and expansion projects. The primary
equipment and materials utilized in operations and project execution processes are steel pipe, compression, valves, fittings and other
consumables.

Spectra Energy operates a North American supply chain management network with employees dedicated to this function in the United States
and Canada. The supply chain management group uses the scale of the Spectra Energy group to maximize the efficiency of supply networks
where applicable.

The recovery in global economic growth, particularly in the North American energy sector, and rising international demand have led to
increased demand levels and increased costs of steel used in certain of the manufactured equipment required by Spectra Energy s operations.
While some of these increases in price and supplier capacity will be offset through the use of strategic supplier contracts, Spectra Energy expects
stable to rising prices and constant to extended lead times for many of these products in 2007 through 2009 compared to the previous three year
period. The increasing costs and extended lead times are expected to primarily affect the expansion project execution process.

There can be no assurance that the ability to obtain sufficient equipment and materials will not be adversely affected by unforeseen
developments. In addition, the price of equipment and materials may vary, perhaps substantially, from year to year.
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Regulations

Most of Spectra Energy s U.S. gas transmission pipeline and storage operations are regulated by the Federal Energy Regulatory Commission
(FERC). The FERC regulates natural gas transportation in U.S. interstate commerce including the establishment of rates for services. The FERC
also regulates the construction of U.S. interstate pipelines and storage facilities including extension, enlargement or abandonment of such
facilities. In addition, certain operations are subject to oversight by state regulatory commissions.

FERC regulations restrict U.S. interstate pipelines from sharing transmission or customer information with energy affiliates and require that U.S.
interstate pipelines function independently of their energy affiliates.

The FERC may propose and implement new rules and regulations affecting interstate natural gas transmission companies, which remain subject
to the FERC s jurisdiction. These initiatives may also affect certain transportation of gas by intrastate pipelines.

Spectra Energy s U.S. gas transmission operations are subject to the jurisdiction of the Environmental Protection Agency (EPA) and state and
local environmental agencies. For a discussion of environmental regulation, please see the section entitled Environmental Matters. Spectra
Energy s U.S. interstate natural gas pipelines are also subject to the regulations of the Department of Transportation (DOT) concerning pipeline
safety.

The natural gas transmission, storage and distribution operations in Canada are subject to regulation by the NEB and provincial agencies in
Canada, such as the OEB. These agencies have jurisdiction similar to the FERC for regulating rates, regulating the operations of facilities and
construction of any additional facilities. Spectra Energy s BC Field Services business in Western Canada is regulated by the NEB pursuant to a
framework for light-handed regulation under which the NEB acts on a complaints basis for rates associated with that business. Similarly, the
rates charged by our midstream operations for gathering and processing services in Western Canada are regulated on a complaints basis by
applicable provincial regulators. The Empress NGL businesses are not under any form of rate regulation.

The intrastate natural gas and NGL pipelines owned by DCP Midstream are subject to state regulation. To the extent that the natural gas
intrastate pipelines provide services under Section 311 of the Natural Gas Policy Act of 1978, they are also subject to FERC regulation. The
interstate natural gas pipeline owned and operated by DCP Midstream is subject to FERC regulation, but its natural gas gathering and processing
activities are not subject to FERC regulation.

DCP Midstream is subject to the jurisdiction of the EPA and state and local environmental agencies. For more information, see Environmental
Matters. DCP Midstream s natural gas transmission pipelines and some gathering pipelines are also subject to the regulations of the DOT, and in
some cases, state agencies, concerning pipeline safety.

Environmental Matters

Spectra Energy is subject to federal, state, provincial and local laws and regulations with regard to air and water quality, hazardous and solid
waste disposal and other environmental matters. These regulations often impose substantial testing and certification requirements.

Environmental laws and regulations affecting Spectra Energy include, but are not limited to:

The Clean Air Act, or CAA, and the 1990 amendments to the CAA, as well as state laws and regulations affecting air
emissions (including State Implementation Plans related to existing and new national ambient air quality standards), which
may limit new sources of air emissions. Spectra Energy s natural gas processing, transmission, and storage assets are
considered sources of air emissions, and thus are subject to the CAA. Owners and/or operators of air emission sources, such
as Spectra Energy, are responsible for obtaining permits for existing and new sources of air emissions, and for annual
compliance and reporting.
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The Federal Water Pollution Control Act, which requires permits for facilities that discharge wastewaters into the
environment. The Oil Pollution Act (OPA), was enacted in 1990 and amends parts of the Clean Water Act and other statutes
as they pertain to the prevention of and response to oil spills. OPA imposes certain spill prevention, control and
countermeasure requirements. Although Spectra Energy is primarily a natural gas business, OPA affects its business primarily
because of the presence of liquid hydrocarbons (condensate) in its offshore pipelines.
The Comprehensive Environmental Response, Compensation and Liability Act, or CERCLA, which imposes liability for
remediation costs associated with environmentally contaminated sites. Under CERCLA, any individual or entity that currently
owns or in the past owned or operated a disposal site can be held liable and required to share in remediation costs, as well as
transporters or generators of hazardous substances sent to a disposal site. Because of the geographical extent of its operations,
Spectra Energy has disposed of waste at many different sites.
The Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act, which requires certain solid
wastes, including hazardous wastes, to be managed pursuant to a comprehensive regulatory regime. As part of its business,
Spectra Energy generates solid waste within the scope of these regulations and therefore must comply with such regulations.
The Toxic Substances Control Act, which requires that polychlorinated biphenyl (PCB) contaminated materials be managed
in accordance with a comprehensive regulatory regime. Because of the historic use of lubricating oils containing PCBs, the
internal surfaces of some of Spectra Energy s pipeline systems are contaminated with PCBs and liquids and other materials
removed from these pipelines must be managed in compliance with such regulations.
The National Environmental Policy Act, which requires federal agencies to consider potential environmental impacts in their
decisions, including siting approvals. Many of Spectra Energy s projects require federal agency review, and therefore the
environmental effect of proposed projects is a factor in determining whether Spectra Energy will be permitted to complete
proposed projects.
The Fisheries Act (Canada), which regulates activities near any body of water in Canada.
The Environmental Management Act (British Columbia); The Environmental Protection and Enhancement Act (Alberta); and
The Environmental Protection Act (Ontario), are each provincial laws governing various aspects, including permitting and
site remediation obligations, of Spectra Energy s facilities and operations in those provinces.

(For more information on environmental matters involving Spectra Energy, including possible liability and capital costs, see Notes 4 and 16 to

the Consolidated Financial Statements, Regulatory Matters, and Commitments and Contingencies Environmental, respectively.)

Except to the extent discussed in Note 4 to the Consolidated Financial Statements, Regulatory Matters, and Note 16 to the Consolidated
Financial Statements, Commitments and Contingencies Environmental Matters, compliance with federal, state, provincial and local provisions
regulating the discharge of materials into the environment, or otherwise protecting the environment, is incorporated into the routine cost

structure of Spectra Energy s various business units and is not expected to have a material adverse effect on the competitive position,
consolidated results of operations, cash flows or financial position of Spectra Energy.

Geographic Regions

For a discussion of Spectra Energy s foreign operations and the risks associated with them, see Management s Discussion and Analysis of
Financial Condition and Results of Operations, Quantitative and Qualitative Disclosures About Market Risk Foreign Currency Risk, and Notes 3
and 7 to the Consolidated Financial Statements, Business Segments and Risk Management and Hedging Activities, Credit Risk, and Financial
Instruments, respectively.

Employees

Spectra Energy had approximately 4,950 employees as of December 31, 2006, including approximately 3,250 employees outside of the United
States, all in Canada. In addition, DCP Midstream, Spectra Energy s joint venture with ConocoPhillips, employed approximately 2,300
employees as of such date. Approximately 1,500 of Spectra Energy s employees, all of whom are located in Canada, are subject to collective
bargaining agreements governing their employment with Spectra Energy. Spectra Energy reached agreements with all bargaining units with
agreements subject to renewal in 2006.
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Spectra Energy was incorporated on July 28, 2006 as a Delaware corporation. Its principal executive offices are located at 5400 Westheimer
Court, Houston, Texas 77056 and its telephone number is 713-627-5400. Spectra Energy electronically files reports with the Securities and
Exchange Commission (SEC), including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxies
and amendments to such reports. The public may read and copy any materials that Spectra Energy files with the SEC at the SEC s Public
Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference
Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an internet site that contains reports, proxy and information statements,
and other information regarding issuers that file electronically with the SEC at http://www.sec.gov. Additionally, information about Spectra
Energy, including its reports filed with the SEC, is available through Spectra Energy s web site at http://www.spectraenergy.com. Such reports
are accessible at no charge through Spectra Energy s web site and are made available as soon as reasonably practicable after such material is filed
with or furnished to the SEC. Spectra Energy s website and the information contained on that site, or connected to that site, are not incorporated
by reference into this report.

Glossary
Terms used to describe Spectra Energy s business are defined below.

Accrual Model of Accounting (Accrual Model). An accounting term used by Spectra Energy Capital to refer to contracts for which there is
generally no recognition in the Consolidated Statements of Operations for any changes in fair value until the service is provided or the associated
delivery period occurs or there is hedge ineffectiveness. As discussed further in Note 1 to the Consolidated Financial Statements, Summary of
Significant Accounting Policies, this term is applied to derivative contracts that are accounted for as cash flow hedges, fair value hedges, and
normal purchases or sales, as well as to non-derivative contracts used for commodity risk management purposes. As this term is not explicitly
defined within U.S. Generally Accepted Accounting Principles (GAAP), Spectra Energy Capital s application of this term could differ from that
of other companies.

Allowance for Funds Used During Construction (AFUDC). An accounting convention of regulators that represents the estimated composite
interest costs of debt and a return on equity funds used to finance construction. The allowance is capitalized in the property accounts and
included in income.

British Thermal Unit (Btu). A standard unit for measuring thermal energy or heat commonly used as a gauge for the energy content of
natural gas and other fuels.

Cubic Foot (cf). The most common unit of measurement of gas volume; the amount of natural gas required to fill a volume of one cubic foot
under stated conditions of temperature, pressure and water vapor.

Derivative. A financial instrument or contract in which its price is based on the value of underlying securities, equity indices, debt
instruments, commodities or other benchmarks or variables. Often used to hedge risk, derivatives involve the trading of rights or obligations, but
not the direct transfer of property. Gains or losses on derivatives are often settled on a net basis.

Distribution. The system of lines, transformers, switches and mains that connect natural gas transmission systems to customers.

Energy Marketing. Identification and execution of physical energy related transactions, generally with customized provisions to meet the
needs of the customer or supplier, throughout the supply chain.

Environmental Protection Agency (EPA). The U.S. agency that is responsible for researching and setting national standards for a variety of
environmental programs, and delegates to states the responsibility for issuing permits and for monitoring and enforcing compliance.

Federal Energy Regulatory Commission (FERC). The U.S. agency that regulates the transportation of electricity and natural gas in
interstate commerce and authorizes the buying and selling of energy commodities at market-based rates.

Forward Contract. A contract in which the buyer is obligated to take delivery, and the seller is obligated to deliver a specified amount of a
commodity with a predetermined price formula on a specified future date, at which time payment is due in full.
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Fractionation/Fractionate. The process of separating liquid hydrocarbons from natural gas into propane, butane, ethane and other related
products.
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Futures Contract. A contract, usually exchange traded, in which the buyer is obligated to take delivery and the seller is obligated to deliver a
fixed amount of a commodity at a predetermined price on a specified future date.

Gathering System. Pipeline, processing and related facilities that access production and other sources of natural gas supplies for delivery to
mainline transmission systems.

Liquefied Natural Gas (LNG). Natural gas that has been converted to a liquid by cooling it to minus 260 degrees Fahrenheit.
Liquidity. The ease with which assets or products can be traded without dramatically altering the current market price.

Local Distribution Company (LDC). A company that obtains the major portion of its revenues from the operations of a retail distribution
system for the delivery of gas for ultimate consumption.

Mark-to-Market Model of Accounting (MTM Model). An accounting term used by Spectra Energy Capital to refer to derivative contracts
for which an asset or liability is recognized at fair value and the change in the fair value of that asset or liability is recognized in the
Consolidated Statements of Operations. As discussed further in Note 1 to the Consolidated Financial Statements, Summary of Significant
Accounting Policies, this term is applied to trading and undesignated non-trading derivative contracts. As this term is not explicitly defined
within U.S. GAAP, Spectra Energy Capital s application of this term could differ from that of other companies.

Natural Gas. A naturally occurring mixture of hydrocarbon and non-hydrocarbon gases found in porous geological formations beneath the
earth s surface, often in association with petroleum. The principal constituent is methane.

Natural Gas Liquids (NGLs). Liquid hydrocarbons extracted during the processing of natural gas. Principal commercial NGLs include
butanes, propane, natural gasoline and ethane.

No-notice Bundled Service. A pipeline delivery service which allows customers to receive or deliver gas on demand without making prior
nominations to meet service needs and without paying daily balancing and scheduling penalties.

Origination. Identification and execution of physical energy related transactions, generally with customized provisions to meet the needs of
the customer or supplier, throughout the supply chain.

Option. A contract that gives the buyer a right but not the obligation to purchase or sell an underlying asset at a specified price at a specified
time.

Portfolio. A collection of assets, liabilities, transactions or trades.

Residue Gas. Gas remaining after the processing of natural gas.

Swap. A contract to exchange cash flows in the future according to a prearranged formula.
Throughput. The amount of natural gas or NGLs transported through a pipeline system.

Transmission System. An interconnected group of natural gas pipelines and associated facilities for transporting natural gas in bulk between
points of supply and delivery points to industrial customers, LDCs, or for delivery to other natural gas transmission systems.

Volatility. An annualized measure of the fluctuation in the price of an energy contract.
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Executive Officers

The following table sets forth information regarding Spectra Energy s executive officers. Each of the individuals set forth below assumed their
current position immediately before Spectra Energy s listing on the New York Stock Exchange.

Name Age Position

Fred J. Fowler 61 President and Chief Executive Officer, Director

Martha B. Wyrsch 49  President and Chief Executive Officer ~Spectra Energy
Transmission, Director

Gregory L. Ebel 42 Group Executive and Chief Financial Officer

William S. Garner, Jr. 57 Group Executive, General Counsel and Secretary

Alan N. Harris 53  Group Executive and Chief Development Officer

Keith A. Crane 42 Vice President and Treasurer

Sabra L. Harrington 44 Vice President and Controller

Fred J. Fowler served as Group Executive and President of Duke Energy Gas from April 2006 until assuming his current position. Prior to then,
Mr. Fowler served as President and Chief Operating Officer of Duke Energy Corporation from November 2002 until April 2006. Mr. Fowler
served as Group Vice President of PanEnergy from 1996 until the PanEnergy merger in 1997, when he was named Group Vice President,
Energy Transmission.

Martha B. Wyrsch served as President of Duke Energy Gas Transmission from March 2005 until assuming her current position. Ms. Wyrsch
served as Group Vice President and General Counsel of Duke Energy Corporation from January 2004 until March 2005. Prior to then,

Ms. Wyrsch served as Senior Vice President, Legal Affairs for Duke Energy Corporation from February 2003 until January 2004; Senior Vice
President, Legal Affairs for Duke Energy Business Services from January 2003 until February 2003 and Senior Vice President and General
Counsel of Duke Energy Field Services from February 2001 until January 2003.

Gregory L. Ebel served as President of Union Gas from January 2005 until assuming his current position. Prior to then, Mr. Ebel served as Vice
President, Investor & Shareholder Relations of Duke Energy Corporation from November 2002 until January 2005. Mr. Ebel joined Duke
Energy as Managing Director of Mergers and Acquisitions in connection with the company s acquisition of Westcoast Energy. He served in that
position from March 2002 until November 2002. At Westcoast Energy, Mr. Ebel served as Vice President of Strategic Development from March
1999 until March 2002.

William S. Garner, Jr. served as Group Vice President, Corporate Development of Duke Energy Gas Transmission from March 2006 until
assuming his current position. Prior to joining Duke Energy, Mr. Garner served as managing director at Petrie Parkman & Co., a company which
provides investment banking and advisory services to the energy industry and institutional investors. He served in this position from March 2000
until March 2006.

Alan N. Harris served as Group Vice President and Chief Financial Officer of Duke Energy Gas Transmission from February 2004 until
assuming his current position. Prior to then, Mr. Harris served as Executive Vice President of Duke Energy Gas Transmission from January
2003 until February 2004; Senior Vice President, Strategic Development & Planning from March 2002 until January 2003 and Vice President,
Controller & Strategic Planning from April 1999 until March 2002.

Keith A. Crane was hired in October 2006 by Duke Energy Gas Transmission to become Vice President and Treasurer of Spectra Energy in
connection with the spin off. Prior to joining Duke Energy, Mr. Crane was an independent financial consultant from June 2005 to October 2006;
from January 2005 to June 2005, he was engaged in charitable work for the Houston Heights Association, a historic neighborhood preservation
organization. From March 2003 until January 2005 he was treasurer for Entergy-Koch, LP a private energy trading and gas transportation
company and parent of Entergy-Koch Trading, LP and from August 2001 to March 2003 he was Treasurer of both Entergy-Koch, LP and
Entergy-Koch Trading, LP.
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Sabra L. Harrington served as Vice President, Financial Strategy of Duke Energy Gas Transmission from February 2006 until assuming her
current position. Prior to then, Ms. Harrington served as Vice President and Controller of Duke Energy Gas Transmission from August 2003
until February 2006. From March 2002 until August 2003, Ms. Harrington served as Controller of Duke Energy Gas Transmission and from
April 1999 until March 2002, she served as Director, Gas Accounting, Forecasts, Budgets and Reporting.

Item 1A. Risk Factors.

The risk factors discussed herein relate specifically to risks associated with Spectra Energy subsequent to its spin-off from Duke Energy in
January 2007. Accordingly, risks associated with operations that were distributed to Duke Energy on December 30, 2006 are not discussed in
this section.

Reductions in demand for natural gas, or low levels in the market prices of commodities affects Spectra Energy s operations and cash flows.

Declines in demand for natural gas as a result of economic downturns in Spectra Energy s franchised gas service territory may reduce overall gas
deliveries and reduce Spectra Energy s cash flows, especially if its industrial customers reduce production and, therefore, consumption of gas.
Spectra Energy s gas gathering and processing businesses may experience a decline in the volume of natural gas gathered and processed at their
plants, resulting in lower revenues and cash flows, as lower economic output reduces energy demand.

Lower demand for natural gas and lower prices for natural gas and natural gas liquids result from multiple factors that affect the markets where
Spectra Energy transports, stores, distributes, gathers, and processes natural gas including:

weather conditions, including abnormally mild winter or summer weather that cause lower energy usage for heating or cooling
purposes, respectively;
supply of and demand for energy commodities, including any decreases in the production of natural gas which could negatively
affect Spectra Energy s processing business due to lower throughput;
capacity and transmission service into, or out of, Spectra Energy s markets; and
petrochemical demand for natural gas liquids.
The lack of availability of natural gas resources may cause customers to contract with alternative suppliers, which could materially adversely
affect Spectra Energy s sales, earnings, and cash flows.

Spectra Energy s natural gas businesses are dependent on the continued availability of natural gas production and reserves. Prices for natural gas,
regulatory limitations, or a shift in supply sources due to importing of foreign liquefied natural gas could adversely affect development of
additional reserves and production that is accessible by Spectra Energy s pipeline, gathering, processing and distribution assets. Lack of
commercial quantities of natural gas available to these assets will cause customers to contract with alternative suppliers, thereby reducing their
reliance on Spectra Energy s services, which in turn would materially adversely affect Spectra Energy s sales, earnings and cash flows.

Investments and projects located in Canada expose Spectra Energy to fluctuations in currency rates that may adversely affect cash flows and
results of operations.

Spectra Energy is exposed to foreign currency risk from investments and operations in Canada. As of December 31, 2006, a 10% devaluation in
the currency exchange rate of the Canadian dollar would result in an estimated net loss on the translation of Canadian currency earnings of
approximately $25 million. The balance sheet would be negatively affected by approximately $460 million currency translation through the
cumulative translation adjustment in accumulated other comprehensive income.

Natural gas gathering and processing operations are subject to commodity price risk which could result in economic losses in earnings and
cash flows.

Spectra Energy has gathering and processing operations that consist of contracts to buy and sell commodities, including contracts for natural gas,
natural gas liquids and other commodities that are settled by the
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delivery of the commodity or cash. Spectra Energy s major commodity market risk is natural gas liquids prices, due primarily to its investment in
DCP Midstream. Natural gas liquids prices historically track oil prices. At historical natural gas liquid-to-oil prices, a $1 per barrel move in oil
prices would affect Spectra Energy s pre-tax earnings from DCP Midstream by approximately $15 million.

With respect to the Empress system, a $1 change in the difference between the Btu-equivalent price of propane (used as a proxy for Empress
NGL production) and the price of natural gas in Alberta, Canada (which represents theoretical gross margin for processing liquids from the gas
and is commonly called the frac-spread) would affect Spectra Energy s pre-tax earnings by approximately $25 million.

If prices of commodities significantly deviate from historical prices, if the price volatility or distribution of those changes deviates from
historical norms, or if the correlation between natural gas liquids and oil prices deviates from historical norms, Spectra Energy s approach to
price risk management may not protect it from significant losses. In addition, adverse changes in energy prices may result in economic losses in
earnings, cash flows and the balance sheet.

Spectra Energy s business is subject to extensive regulation that affects operations and costs.

Spectra Energy s U.S. assets and operations are subject to regulation by federal, state and local authorities, including regulation by the Federal
Energy Regulatory Commission and by various authorities under federal, state and local environmental laws. The majority of Spectra Energy s
Canadian natural gas assets are subject to federal and provincial regulation including the National Energy Board and the Ontario Energy Board
and likewise by federal and provincial environmental laws. Regulation affects almost every aspect of Spectra Energy s business, including,
among other things, the ability to determine terms and rates for services provided by some of its businesses; make acquisitions, issue equity or
debt securities; and pay dividends.

In addition, regulators have taken actions to strengthen market forces in the gas pipeline industry, which have led to increased competition. In a
number of key markets, interstate pipelines are facing competitive pressure from a number of new industry participants, such as alternative
suppliers as well as traditional pipeline competitors. Increased competition driven by regulatory changes could have a material impact on Spectra
Energy s business, financial condition and operating results.

Transmission and storage, distribution, and gathering and processing activities involve numerous risks that may result in accidents or
otherwise affect operations.

There are a variety of hazards and operating risks inherent in natural gas transmission and storage, distribution, and gathering and processing
activities, such as leaks, explosions and mechanical problems that could cause substantial financial losses. In addition, these risks could result in
loss of human life, significant damage to property, environmental pollution, and impairment of operations, any of which could result in
substantial losses to Spectra Energy. For pipeline and storage assets located near populated areas, including residential areas, commercial
business centers, industrial sites and other public gathering areas, the level of damage resulting from these risks could be greater. Spectra Energy
does not maintain insurance coverage against all of these risks and losses, and any insurance coverage it might maintain may not fully cover the
damages caused by those risks and losses for which it does maintain insurance. Therefore, should any of these risks materialize, it could have a
material adverse effect on Spectra Energy s business, financial condition and results of operations.

Spectra Energy is subject to numerous environmental laws and regulations, compliance with which requires significant capital expenditures,
can increase cost of operations, and may affect or limit business plans, or expose Spectra Energy to environmental liabilities.

Spectra Energy is subject to numerous environmental laws and regulations affecting many aspects of its present and future operations, including
air emissions, water quality, wastewater discharges, solid waste and hazardous waste. These laws and regulations can result in increased capital,
operating, and other costs. These laws and regulations generally require Spectra Energy to obtain and comply with a wide variety of
environmental licenses, permits, inspections and other approvals. Compliance with environmental laws and regulations can
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require significant expenditures, including expenditures for clean up costs and damages arising out of contaminated properties, and failure to
comply with environmental regulations may result in the imposition of fines, penalties and injunctive measures affecting operating assets.
Spectra Energy may not be able to obtain or maintain from time to time all required environmental regulatory approvals for its operating assets
or development projects. If there is a delay in obtaining any required environmental regulatory approvals, if Spectra Energy fails to obtain and
comply with them or if environmental laws or regulations change and become more stringent, the operation of facilities or the development of
new facilities could be prevented, delayed or become subject to additional costs. No assurance can be made that the costs that will be incurred to
comply with environmental regulations in the future will not have a material effect.

Spectra Energy s Canadian businesses may be subject to the Kyoto Protocol. If Canada does implement a program to reduce greenhouse gas
emissions, Spectra Energy may be obligated to reduce emissions and/or purchase emission credits. Due to the substantial uncertainty regarding
what plan, if any, Canada will implement and whether this plan will apply to Spectra Energy s facilities, Spectra Energy cannot estimate the
potential effect of greenhouse gas regulation in Canada on business, financial condition, or results of operations.

Spectra Energy is involved in numerous legal proceedings, the outcome of which are uncertain, and resolution adverse to Spectra Energy
could negatively affect cash flows, financial condition or results of operations.

Spectra Energy is subject to numerous legal proceedings. Litigation is subject to many uncertainties, and Spectra Energy cannot predict the
outcome of individual matters with assurance. It is reasonably possible that the final resolution of some of the matters in which Spectra Energy is
involved could require additional expenditures, in excess of established reserves, over an extended period of time and in a range of amounts that
could have a material effect on cash flows and results of operations.

Spectra Energy relies on access to short-term money markets and longer-term capital markets to finance capital requirements and support
liquidity needs, and access to those markets can be adversely affected, which could adversely affect cash flows or restrict businesses.

Spectra Energy s business is financed to a large degree through debt. The maturity and repayment profile of debt used to finance investments
often does not correlate to cash flows from assets. Accordingly, Spectra Energy relies on access to both short-term money markets and
longer-term capital markets as a source of liquidity for capital requirements not satisfied by the cash flow from operations and to fund
investments originally financed through debt. If Spectra Energy is not able to access capital at competitive rates, its ability to finance operations
and implement its strategy may be adversely affected. Restrictions on Spectra Energy s ability to access financial markets may also affect its
ability to execute its business plan as scheduled. An inability to access capital may limit Spectra Energy s ability to pursue improvements or
acquisitions that it may otherwise rely on for future growth.

Spectra Energy maintains revolving credit facilities to provide back-up for commercial paper programs and/or letters of credit at various entities.
These facilities typically include financial covenants which limit the amount of debt that can be outstanding as a percentage of the total capital
for the specific entity. Failure to maintain these covenants at a particular entity could preclude that entity from issuing commercial paper or
letters of credit or borrowing under the revolving credit facility and could require other affiliates to immediately pay down any outstanding
drawn amounts under other revolving credit agreements which could adversely affect cash flow or restrict businesses.

Spectra Energy may be unable to secure long-term transportation agreements, which could expose transportation volumes and revenues to
increased volatility.

In the future, Spectra Energy may be unable to secure long-term transportation agreements for its gas transmission business as a result of
economic factors, lack of commercial gas supply to its systems, increased competition, or changes in regulation. Without long-term
transportation agreements, Spectra Energy s revenues and contract volumes will be exposed to increased volatility and Spectra Energy cannot
provide assurance that its pipelines will be utilized at similar levels or operate profitably. The inability to secure these agreements would
materially adversely affect business, financial condition or results of operations.
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Native land claims have been asserted in British Columbia and Alberta which could affect future access to public lands, the success of which
claims could have a significant adverse affect on Spectra Energy s natural gas production and processing.

Certain aboriginal groups have claimed aboriginal and treaty rights over a substantial portion of public lands on which Spectra Energy s facilities
in British Columbia and Alberta, and the gas supply areas served by those facilities, are located. The existence of these claims, which range from
the assertion of rights of limited use to aboriginal title, has given rise to some uncertainty regarding access to public lands for future

development purposes. Such claims, if successful, could have a significant adverse effect on natural gas production in British Columbia and
Alberta which could have a material adverse effect on the volume of natural gas processed at Spectra Energy s facilities and of natural gas liquids
and other products transported in the associated pipelines. Spectra Energy cannot predict the outcome of these claims or the impact they may
ultimately have on business and operations.

If Spectra Energy or its rated subsidiaries are unable to maintain an investment grade credit rating, liquidity may be adversely affected and
the cost of borrowing may increase. Spectra Energy cannot be sure that Spectra Energy or its rated subsidiaries will obtain or maintain
investment grade credit ratings.

Spectra Energy s senior unsecured long-term debt is currently rated investment grade by various rating agencies. If the rating agencies were to
rate Spectra Energy or its rated subsidiaries below investment grade, such entity s borrowing costs would increase, perhaps significantly. In
addition, the entity would likely be required to pay a higher interest rate in future financings, and its potential pool of investors and funding
sources would likely decrease. Furthermore, if Spectra Energy s short-term debt rating were to be below tier 2 (e.g. A-2/P-2, S&P and Moody s
respectively), access to the commercial paper market could be significantly limited. There are requirements for Spectra Energy to post collateral
or a letter of credit if its S&P credit rating falls below BBB . Any downgrade or other event negatively affecting the credit ratings of Spectra
Energy s subsidiaries could make their costs of borrowing higher or access to funding sources more limited, which in turn could increase Spectra
Energy s need to provide liquidity in the form of capital contributions or loans to such subsidiaries, thus reducing the liquidity and borrowing
availability of the consolidated group.

Protecting against potential terrorist activities requires significant capital expenditures and a successful terrorist attack could adversely
affect Spectra Energy s business.

Future acts of terrorism and any possible reprisals as a consequence of any action by the United States and its allies could be directed against
companies operating in the United States. This risk is particularly great for companies, like Spectra Energy, operating in any energy
infrastructure industry that handles volatile gaseous and liquid hydrocarbons. The potential for terrorism has subjected Spectra Energy s
operations to increased risks that could have a material adverse effect on business. In particular, Spectra Energy may experience increased
capital and operating costs to implement increased security for its facilities and pipelines, such as additional physical facility and pipeline
security and additional security personnel. Moreover, any physical damage to high profile facilities resulting from acts of terrorism may not be
covered, or covered fully, by insurance. Spectra Energy may be required to expend material amounts of capital to repair any facilities, the
expenditure of which could adversely affect cash flow and business.

Due to proposed or potential changes in Canadian tax laws, Spectra Energy may not be able to fully realize its goal of utilizing tax-efficient
structures to improve its cost of capital, optimize returns on assets, and finance portfolio growth.

Spectra Energy s business strategy includes utilizing tax-efficient structures, such as master limited partnerships (MLP) and Canadian income
trusts. On October 31, 2006, the Minister of Finance of Canada announced proposed changes to the income tax treatment of flow-through
entities, including income trusts. If the proposal is implemented in its current form, income trusts will be subject to tax at corporate rates on the
taxable portion of their distributions. Further, unitholders will be treated as if they have received a dividend equal to the taxable portion of their
distributions, and will be taxed accordingly. These proposed changes will generally apply beginning in the 2007 taxation year for trusts that
begin to be publicly-traded after October 2006, but would only apply beginning with the 2011 taxation year to those income trusts, such as the
Income Fund, that were already publicly traded at the time of the announcement. While the proposed Canadian changes have not yet
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been implemented, such changes could have an adverse effect on Spectra Energy s ability to fully implement its business strategy which may
affect its access to capital and the ability to maximize returns on the assets it might hold, and result in an inability to finance portfolio growth
through the use of this vehicle.

Risks Relating to the Separation of Spectra Energy from Duke Energy
Spectra Energy may be unable to achieve some or all of the benefits that it expects to achieve from the separation from Duke Energy.

Spectra Energy may not be able to achieve the full strategic and financial benefits that it expects will result from the separation from Duke
Energy or such benefits may be delayed or may not occur at all.

Prior to the separation, Spectra Energy s business was operated by Duke Energy as part of its broader corporate organization. Duke
Energy or its affiliates performed various corporate functions for Spectra Energy, including, but not limited to, accounts payable,
cash management, treasury, tax administration, certain governance functions (including compliance with the Sarbanes-Oxley Act of
2002 and internal audit) and external reporting. Spectra Energy s historical financial results reflect allocations of corporate expenses
from Duke Energy for these and similar functions. These allocations may be more or less than Spectra Energy may incur in the
future.

Spectra Energy s business was integrated with the other businesses of Duke Energy. Historically, Spectra Energy shared economies of
scope and scale in costs, employees, vendor relationships and certain customer relationships with Duke Energy. The Transition
Services Agreement entered into with Duke Energy may not capture the benefits Spectra Energy s businesses have enjoyed as a result
of having been integrated with the other businesses of Duke Energy. The loss of these benefits may have an adverse effect on

business, results of operations and financial condition following the separation.

Future borrowing costs for Spectra Energy s business may be higher than Duke Energy s borrowing costs prior to the separation.

Other significant changes may occur in Spectra Energy s cost structure, management, financing and business operations as a result of
operating within Spectra Energy as a company separate from Duke Energy.
Spectra Energy may be unable to make, on a timely or cost-effective basis, the changes necessary to operate as a separate, publicly-traded
company, and Spectra Energy may experience increased costs as a result of the separation.

Following the separation, Duke Energy is contractually obligated to provide to Spectra Energy and its subsidiaries only those services specified
in the Transition Services Agreement and other agreements entered into with Duke Energy in connection with the separation. Spectra Energy
may be unable to replace in a timely manner or on comparable terms, the services that Duke Energy previously provided that are not specified in
the Transition Services Agreement or the other agreements. Also, upon the expiration of the Transition Services Agreement or other agreements,
many of the services that are covered in such agreements will be provided internally or by unaffiliated third parties, and Spectra Energy expects
that in some instances it may incur higher costs to obtain such services than it incurred under the terms of such agreements. In addition, if Duke
Energy does not continue to perform effectively the transition services and the other services that are called for under the Transition Services
Agreement and the other agreements, Spectra Energy may not be able to operate its business effectively and profitability may decline.

Spectra Energy s agreements with Duke Energy may not reflect terms that would have resulted from arm s-length negotiations among
unaffiliated third parties.

The agreements related to the separation from Duke Energy were prepared in the context of the separation from Duke Energy while Spectra
Energy was still part of Duke Energy and, accordingly, may not reflect terms that would have resulted from arm s-length negotiations among
unaffiliated third parties. The terms of the agreements were prepared in the context of the separation related to, among other things, allocation of
assets, liabilities, rights, indemnifications and other obligations between Duke Energy and Spectra Energy.
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Spectra Energy will be responsible for certain contingent and other corporate liabilities related to the natural gas transmission and storage,
distribution, and gathering and processing businesses of Duke Energy.

Under the Separation and Distribution Agreement and Tax Matters Agreement, Spectra Energy will assume and be responsible for certain
contingent and other corporate liabilities related to the natural gas transmission and storage, distribution, and gathering and processing
businesses of Duke Energy (including associated costs and expenses, whether arising prior to, at, or after the distribution) and Spectra Energy
may be required to indemnify Duke Energy for these liabilities which may have a material effect on financial condition and results of operations.
In addition, Spectra Energy may also be responsible for sharing unknown liabilities that do not relate to either its business following the
separation or the business of Duke Energy following the separation (for example, liabilities associated with certain corporate activities not
specifically attributable to either business).

Spectra Energy s executive officers and some of its directors may have or may hold Duke Energy equity awards which may create, or may
create the appearance of, conflicts of interest.

Because of their current or former positions with Duke Energy, substantially all of the Spectra Energy directors and executive officers own
shares of Duke Energy common stock, options to purchase shares of Duke Energy common stock or other equity awards based on Duke Energy
common stock. Upon Duke Energy s distribution of all of Spectra Energy s shares of common stock to Duke Energy shareholders, these options
and other equity awards were converted into options and other equity awards based in part on Duke Energy common stock and in part on Spectra
Energy common stock. Accordingly, following Duke Energy s distribution of Spectra Energy to shareholders, these officers and non-employee
directors will own shares of both Duke Energy and Spectra Energy common stock and/or hold options to purchase common stock and other
equity awards based on shares of common stock of both Duke Energy and Spectra Energy. The individual holdings of common stock, options to
purchase common stock and other equity awards based on common stock of Duke Energy may be significant for some of these persons
compared to these persons total assets. Even though Spectra Energy s board of directors include directors who are independent from Duke
Energy, Spectra Energy s executive officers were previously employees of Duke Energy. Ownership by those directors and officers of common
stock, options to purchase common stock and other equity awards based on common stock of Duke Energy may create, or may create the
appearance of, conflicts of interest when those directors and officers are faced with decisions that could have different implications for Duke
Energy than the decisions do for Spectra Energy.

Spectra Energy might not be able to engage in desirable strategic transactions and equity issuances following the distribution.

To preserve the tax-free treatment to Duke Energy of the distribution, under the Tax Matters agreement that Spectra Energy entered into with
Duke Energy, for the two year period following the distribution, Spectra Energy may be prohibited, except in specified circumstances, from
issuing equity securities to satisfy financing needs, acquiring businesses or assets with equity securities, or engaging in other actions or
transactions that could jeopardize the tax-free status of the distribution. These restrictions may limit Spectra Energy s ability to pursue strategic
transactions or engage in new business or other transactions that may maximize the value of its business.

Risks Relating to Spectra Energy s Common Stock

Substantial sales of Spectra Energy s common stock may occur in connection with its spin-off from Duke Energy, which could cause its
stock price to decline.

It is possible that some shareholders of Duke Energy that received shares of Spectra Energy common stock in the spin-off transaction, including
possibly some of Spectra Energy s largest shareholders, may sell their shares of Spectra Energy common stock for reasons such as that Spectra
Energy s business profile or market capitalization as a separate, publicly-traded company does not fit their investment objectives. The sales of
significant amounts of Spectra Energy common stock or the perception in the market that this will occur may result in the lowering of the market
price of Spectra Energy s common stock.
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Provisions in Spectra Energy s certificate of incorporation, by-laws and of Delaware law may prevent or delay an acquisition of the
company, which could decrease the trading price of Spectra Energy common stock.

Spectra Energy s certificate of incorporation, by-laws and Delaware law contain provisions that are intended to deter coercive takeover practices
and inadequate takeover bids by making such practices or bids unacceptably expensive to the raider and to encourage prospective acquirors to
negotiate with its board of directors rather than to attempt a hostile takeover. These provisions include, among others:

a board of directors that is divided into three classes with staggered terms;

inability of Spectra Energy s shareholders to act by written consent;

rules regarding how shareholders may present proposals or nominate directors for election at shareholder meetings;

the right of Spectra Energy s board of directors to issue preferred stock without shareholder approval; and

limitations on the right of shareholders to remove directors.
Delaware law also imposes some restrictions on mergers and other business combinations between Spectra Energy and any holder of 15% or
more of our outstanding common stock.

Spectra Energy believes these provisions are important for a new public company and protect its shareholders from coercive or otherwise
potentially unfair takeover tactics by requiring potential acquirors to negotiate with its board of directors and by providing the board of directors
with more time to assess any acquisition proposal. These provisions are not intended to make Spectra Energy immune from takeovers. However,
these provisions apply even if the offer may be considered beneficial by some shareholders and could delay or prevent an acquisition that
Spectra Energy s board of directors determines is not in the best interests of the company and its shareholders.

Although Spectra Energy currently anticipates paying dividends, there cannot be any assurance that dividends will be paid in the future.

Currently, Spectra Energy anticipates paying dividends of approximately 60% of its anticipated annual net income per share of common stock.
However, there can be no assurance that Spectra Energy will have sufficient surplus under Delaware law to be able to pay dividends in future
periods. This may result from extraordinary cash expenses, actual expenses exceeding contemplated costs, funding of capital expenditures, or
increases in reserves. The declaration and payment of dividends by Spectra Energy will be subject to the sole discretion of its board of directors
and will depend upon many factors, including its financial condition, earnings, capital requirements of its operating subsidiaries, covenants
associated with certain of its debt obligations, legal requirements, regulatory constraints and other factors deemed relevant by its board of
directors. If Spectra Energy does not pay dividends, the price of its common stock may decline.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

At December 31, 2006, Spectra Energy had over 100 primary facilities located in the United States and Canada. Spectra Energy generally owns
sites associated with its major pipeline facilities, such as compressor stations. However, it generally operates its transmission

facilities transmission and distribution pipelines using rights of way pursuant to easements to install and operate pipelines but does not own the
fee of underlying realty. Except as described in Note 14 to the Consolidated Financial Statements Debt and Credit Facilities, none of Spectra
Energy s property was secured by mortgages or other material security interests at December 31, 2006.

Spectra Energy s corporate headquarters are located at 5400 Westheimer Court, Houston, Texas 77056, which is a leased facility. The lease
expires in April, 2018. It also maintains major offices in Calgary, Alberta; Vancouver, British Columbia; Chatham, Ontario; Boston,
Massachusetts; Tampa, Florida; Halifax, Nova Scotia;
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and Nashville, Tennessee. For a description of its material properties, please see Item 1 of this report. Spectra Energy s property, plant and
equipment includes buildings, technical equipment and other equipment capitalized under capital lease agreements. For more details, please refer
to Note 13 to the Consolidated Financial Statements Property, Plant and Equipment.

Item 3. Legal Proceedings.

For information regarding legal proceedings, including regulatory and environmental matters, see Note 4 to the Consolidated Financial
Statements, Regulatory Matters and Note 16 to the Consolidated Financial Statements, Commitments and Contingencies Litigation and
Commitments and Contingencies Environmental.

Item 4. Submission of Matters to a Vote of Security Holders

Not applicable.
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PART II

Item 5. Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

Market for Common Stock

Spectra Energy s common stock is traded on the New York Stock Exchange (NYSE) under the symbol SE. A when-issued trading market for
Spectra Energy s common stock on the NYSE began on December 14, 2006 and regular-way trading of Spectra Energy s common stock began on
January 3, 2007. Prior to December 14, 2006, there was no market for Spectra Energy s common stock. At December 31, 2006, all of the

outstanding shares of common stock of Spectra Energy were owned by Duke Energy.

Holders of Record

As of March 28, 2007, there were approximately 161,000 holders of record of Spectra Energy s common stock and approximately 660,000
beneficial owners.

Dividends

Spectra Energy did not pay any cash dividends for the fiscal years ending 2006 and 2005. On March 15, 2007, Spectra Energy paid a cash
dividend on its common stock of $0.22 per share, to shareholders of record on the close of business February 16, 2007. Currently, Spectra
Energy anticipates a dividend payout ratio of approximately 60% of its anticipated annual net income per share of common stock. The
declaration and payment of dividends by Spectra Energy will be subject to the sole discretion of the board of directors and will depend upon
many factors, including Spectra Energy s financial condition, earnings, capital requirements of its operating subsidiaries, covenants associated
with certain of its debt obligations, legal requirements, regulatory constraints and other factors deemed relevant by the board of directors.
Spectra Energy anticipates increasing its dividend in an amount consistent with underlying growth in earnings.

Unregistered Sales

In connection with Spectra Energy s incorporation on July 28, 2006, Spectra Energy issued to Duke Energy 1,000 shares of Spectra Energy s
common stock, par value $.001 per share, in exchange for a $1.00 contribution. The issuance of such shares of Spectra Energy common stock to
Duke Energy was exempt from registration under Section 4(2) of the Securities Act of 1934, as amended.

Market Repurchases

Spectra Energy has not made any repurchases of shares of its common stock.
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Item 6. Selected Financial Data.

Spectra Energy Capital, LLC®

The following table presents Spectra Energy Capital s selected historical financial data. The historical financial data are not necessarily indicative
of any future performance or what the financial position and results of operations would have been if Spectra Energy Capital had operated as a
separate, stand-alone entity during the periods presented.

2006 2005 2004 2003(c) 2002
(in millions)
Statement of Operations

Operating revenues $ 4,532 $ 9,454 $13,433 $ 11,937 $ 8,559
Operating expenses 3,334 8,123 11,757 11,837 7,622
Gains (losses) on sales of other assets and other, net 47 522 (349) 3

Operating income 1,245 1,853 1,327 103 937
Other income and expenses, net 736 1,668 306 373 374
Interest expense 605 675 858 915 760
Minority interest expense 45 511 214 138 93
Earnings (loss) from continuing operations before income taxes 1,331 2,335 561 (577) 458
Income tax expense (benefit) from continuing operations 395 926 1,268 (260) 125
Income (loss) from continuing operations 936 1,409 (707) (317) 333
Income (loss) from discontinued operations, net of tax 308 (731) 593 (1,381) (38)
Income (loss) before cumulative effect of change in accounting principle 1,244 678 (114) (1,698) 295
Cumulative effect of change in accounting principle, net of tax and minority

interest 4) (160)

Net income (loss) $ 1244 $ 674 $ {14 $ (1,858) $ 295
Ratio of Earnings to Fixed Charges(d) 3.1 4.3 1.7 (b) 1.4

Balance Sheet

Total assets $20,345  $35,056 $37,183 $ 39,892 $45,109
Long-term debt including capital leases, less current maturities $ 7,726 $ 8,790 $11,288 $ 13,655 $ 15,703

(a) Significant transactions reflected in the results above include: 2006 transfer of certain businesses to Duke Energy in December 2006 (see
Note 1 to the Consolidated Financial Statements, Summary of Significant Accounting Policies ), 2006 transfer of former DENA
Midwestern assets to Duke Energy Ohio (see Note 1 to the Consolidated Financial Statements, Summary of Significant Accounting
Policies ), 2006 Crescent joint venture transaction and subsequent deconsolidation effective September 7, 2006 (see Note 12 to the
Consolidated Financial Statements, Discontinued Operations and Assets Held for Sale ), 2005 DENA disposition (see Note 12 to the
Consolidated Financial Statements, Discontinued Operations and Assets Held for Sale ), 2005 deconsolidation of DCP Midstream effective
July 1, 2005 (see Note 2 to the Consolidated Financial Statements, Acquisitions and Dispositions ), 2005 DCP Midstream sale of TEPPCO
(see Note 2 to the Consolidated Financial Statements, Acquisitions and Dispositions ), 2004 tax charge as a result of the conversion to an
LLC (see Note 5 to the Consolidated Financial Statements, Income Taxes ), 2004 DENA sale of the Southeast plants (see Note 2 to the
Consolidated Financial Statements, Acquisitions and Dispositions ), and 2003 DENA charges (see Note 12 to the Consolidated Financial
Statements, Discontinued Operations and Assets Held for Sale ).

(b) Earnings were inadequate to cover fixed charges by $500 million for the year ended December 31, 2003.
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As of January 1, 2003, Spectra Energy Capital adopted the remaining provisions of Emerging Issues Task Force (EITF) 02-03, Issues
Involved in Accounting for Derivative Contracts Held for Trading Purposes and for Contracts Involved in Energy Trading and Risk
Management Activities (EITF 02-03) and SFAS No. 143, Accounting for Asset Retirement Obligations (SFAS No. 143). In accordance
with the transition guidance for these standards, Spectra Energy Capital recorded a net-of-tax and minority interest cumulative effect
adjustment for change in accounting principles.

(d) Includes pre-tax gains of approximately $0.9 billion, net of minority interest, related to the sale of TEPPCO GP and LP in 2005 (see Note
2 to the Consolidated Financial Statements, Acquisitions and Dispositions ).
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Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations.
INTRODUCTION

Management s Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements and Notes for the years ended
December 31, 2006, 2005 and 2004.

EXECUTIVE OVERVIEW

In June 2006, the Board of Directors of Duke Energy authorized management to pursue a plan to create two separate publicly traded companies

by spinning off Duke Energy s natural gas businesses that were owned through Duke Energy s wholly-owned subsidiary, Duke Capital LLC (now
Spectra Energy Capital, LLC). On January 2, 2007, Duke Energy completed the spin-off of its natural gas businesses, including Spectra Energy
Capital and its Natural Gas Transmission and Field Services segments to Duke Energy s shareholders. Spectra Energy Capital was contributed by
Duke Energy to Spectra Energy and all of the outstanding common stock of Spectra Energy was distributed to the Duke Energy shareholders.

The Duke Energy shareholders received one share of Spectra Energy common stock for every two shares of Duke Energy common stock,

resulting in the issuance of approximately 631 million shares of Spectra Energy on January 2, 2007.

Prior to the distribution by Duke Energy, Spectra Energy Capital implemented an internal reorganization in which the operations and assets of
Spectra Energy Capital that were not associated with the natural gas businesses, were contributed by Spectra Energy Capital to Duke Energy or
its subsidiaries. The contribution to Duke Energy included the following operations:

International Energy business segment;
Crescent Resources (a real estate business);

The remaining portion of Spectra Energy Capital s business formerly known as DENA (Duke Energy North America), which
included unregulated power plant development and operations, and the marketing and trading of various energy services and
commodities; and

Other miscellaneous operations, such as a fiber optic communications network and a project development services partnership, that

were not associated with the natural gas operations of Spectra Energy.
Following this internal reorganization and the distribution by Duke Energy to Spectra Energy, Spectra Energy Capital became a direct,
wholly-owned subsidiary of Spectra Energy. All of the operating assets, liabilities and operations of Spectra Energy are held by Spectra Energy
Capital, except for employee benefit plan assets and liabilities that were contributed by Duke Energy directly to Spectra Energy in the separation
transaction. As a result of these spin-off steps, Spectra Energy Capital is treated as the predecessor entity of Spectra Energy for financial
statement purposes. Accordingly, this Form 10-K includes the audited consolidated financial statements of Spectra Energy Capital. References
throughout this document, including the discussions throughout this Management s Discussion and Analysis of Financial Condition and Results
of Operations, to the consolidated financial statements or notes thereto are referring to the statements of Spectra Energy Capital. Future financial
statements and related information of Spectra Energy will reflect that of Spectra Energy Capital for all prior periods reported.

The results of operations of substantially all of the businesses retained by Duke Energy are reflected as discontinued operations in the
accompanying Consolidated Statements of Operations for all periods presented. Transferred corporate services entities remain presented within
continuing operations of Spectra Energy Capital for all periods presented since Spectra Energy Capital will continue to provide similar corporate
services to support the operations of Spectra Energy.

2006 Financial Results.  For the year-ended December 31, 2006, Spectra Energy Capital reported income from continuing operations of $936
million as compared to income from continuing operations of $1,409 million for the year ended December 31, 2005. The decrease in income
from continuing operations was due primarily to
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the absence of prior year pre-tax gains of approximately $900 million (net of minority interest of approximately $343 million) recorded in 2005
related to DCP Midstream s sale of TEPPCO GP, which is the general partner of TEPPCO LP and Spectra Energy Capital s sale of its limited
partner interests in TEPPCO LP, and an approximate $575 million gain recorded in 2005 as a result of the DCP Midstream disposition
transaction, partially offset by the absence of prior year hedge losses in 2006 associated with de-designated Field Services hedges and reduced
income tax expense in 2006, as discussed below. The highlights for 2006 include the following:

Natural Gas Transmission s results were flat from 2005 to 2006, but were affected by strong commodity prices related to processing
activities and higher operating and maintenance expenses.

Field Services experienced lower earnings in 2006 primarily as a result of the 2005 gains on the sale of the TEPPCO investments and
the transfer of a 19.7% interest in DCP Midstream to ConocoPhillips in July 2005, which resulted in the deconsolidation of the
investment in DCP Midstream. Results in 2006 were favorably affected by strong commodity prices.

Other experienced lower losses in 2006 primarily as a result of prior year impact of realized and unrealized mark-to-market impacts
on certain discontinued cash flow hedges originally entered into to hedge Field Services commodity price risk and decreased captive
insurance expenses due to the transfer of ownership in Bison to Duke Energy effective April 1, 2006.

Income tax expense from continuing operations, net of tax, was lower in 2006 as a result of a decrease in earnings from continuing
operations before income taxes and a reduction in the effective tax rate. The reduction in the effective tax rate resulted primarily
from a benefit to state taxes due to a reduction in the unitary state tax rate in 2006 as a result of Duke Energy s merger with Cinergy.

Income (loss) from discontinued operations improved in 2006 compared to the prior year due primarily to an approximate $0.7
billion after-tax impairment charge (approximately $0.9 billion pre-tax) in 2005 related to the former DENA segment, as a result of
the decision to exit substantially all former DENA operations except for the Midwestern operations, remaining Southeastern
operations, and the related investment in DETM. For purposes of these financial statements, the Midwestern operations are included
in discontinued operations for all periods presented as the Midwestern assets and related operations were transferred by Spectra
Energy Capital to Duke Energy Ohio in April 2006. Additionally, results reflect the net of tax impacts of the operations of
International Energy and Spectra Energy Capital s interest in Crescent, including an approximate $250 million pre-tax gain recorded
in 2006 on Spectra Energy Capital s sale of an effective 50% of its interest in Crescent, and various operations previously included in
Other, which are classified in discontinued operations as a result of Spectra Energy Capital transferring these operations to Duke
Energy in December 2006, and the impacts of termination or sale of the final remaining contracts at former DENA.

Spectra Energy s Strategy. Following the spin-off from Duke Energy, Spectra Energy expects to benefit from a sharper focus on core

business and growth opportunities, with greater flexibility in accessing capital markets and responding to changes in the industry.

Spectra Energy s primary business objective is to provide value added, reliable and safe services to customers, which Spectra Energy believes
will create opportunities to deliver increased dividends per share and value to shareholders of Spectra Energy. Spectra Energy intends to
accomplish this objective by executing the following overall business strategies:

capitalize on the size and attributes of existing assets;

pursue organic growth, expansion projects, strategic acquisitions and other business opportunities arising in Spectra Energy s market
and supply areas;
continue to develop operational efficiencies among existing assets;
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utilize tax-efficient financial structures, such as MLPs, to improve access to capital, optimize returns on assets and finance portfolio
growth;

continue to focus on operational excellence including safety, reliability, compliance and stringent cost management; and

retain and enhance customer and other stakeholder relationships.
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Through the continued execution of these strategies, Spectra Energy expects to grow and strengthen the overall business, capture new growth
opportunities and deliver value to Spectra Energy s stakeholders.

Economic Factors for Spectra Energy s Business. At December 31, 2006, Spectra Energy operated within the business unit structure of Duke
Energy, as the Natural Gas Transmission and Field Services segments of Duke Energy. The business units of Duke Energy, including the

Natural Gas Transmission, Field Services, U.S. Franchised Electric and Gas and International Energy operations, were generally managed
autonomously from one another. Therefore, the primary business operations of Spectra Energy and Spectra Energy Capital are not expected to
change significantly from the previous operating environment of the Natural Gas Transmission and Field Services segments. There were certain
shared functions among Duke Energy units, including shared corporate and business services, as well as shared strategic initiatives and capital
resource allocations that will no longer be reflected in Spectra Energy s results of operations. The scope of Spectra Energy s corporate
management will increase as a result of the separation from Duke Energy because Spectra Energy will be creating new governance and business
support functions previously provided by Duke Energy that are required in order to operate as a separate company.

Spectra Energy s regulated businesses are generally economically stable and are not significantly impacted in the long-term by seasonal
temperature variations and changing commodity prices. However, all of Spectra Energy s businesses can be negatively affected by sustained
downturns or sluggishness in the economy, including reductions in demand and low market prices for natural gas and NGLs, all of which are
beyond Spectra Energy s control, and could impair the ability to meet long-term goals.

Subsequent to the deconsolidation of DCP Midstream, and the December 2006 distribution of the operations discussed above to Duke Energy,
substantially all of Spectra Energy s revenues are based on regulated tariff rates, which include the recovery of certain fuel costs. However, lower
overall economic output would cause Spectra Energy to experience a decline in the volume of natural gas transported and distributed or gathered
and processed at its plants, resulting in lower earnings and cash flows. This decline would primarily affect distribution revenues in the

short-term. Processing revenues are also impacted by volumes of natural gas made available to the system, which is primarily driven by levels of
natural gas drilling activity. Transmission revenues could be impacted by long-term economic declines that could result in the non-renewal of
long-term contracts at time of expiration. Pipeline transportation and storage customers continue to renew most contracts as they expire.

Spectra Energy s key markets the Northeast United States, Florida and the Southeast United States, Ontario and the Pacific Northwest are
projected to continue to exhibit higher than average annual growth in natural gas demand versus the North American and U.S. Lower 48 average
growth rates through 2015. This demand growth is primarily driven by the natural gas-fired electric generation sector. The natural gas industry is
currently experiencing a significant shift in the sources of supply, and this dramatic change is affecting Spectra Energy s growth strategies.
Traditionally, supply to Spectra Energy s markets has come from the Gulf Coast region, onshore and offshore, as well as from fields in Western
Canada and Eastern Canada. The national supply profile is shifting to new, and, in some cases, non-conventional sources of gas from basins in
the Rockies, Mid-Continent and East Texas. In addition, the natural gas supply outlook will be shaped by new LNG re-gasification facilities
being built. LNG will clearly be an important new source of supply, but the timing and extent of incremental supply from LNG is yet to be
determined and, at present, LNG remains a small percentage of the overall supply to the markets Spectra Energy serves. These supply shifts are
shaping the growth strategies that Spectra Energy will pursue, and therefore, will affect the nature of the projects anticipated in the capital and
investment expenditure increases discussed below in  Liquidity and Capital Resources.

Spectra Energy s businesses in the U.S. are subject to regulations on the federal and state level. Regulations, applicable to the gas transmission
and storage industry, have a significant impact on the nature of the businesses and the manner in which they operate. Changes to regulations are
ongoing and Spectra Energy cannot predict the future course of changes in the regulatory environment or the ultimate effect that any future
changes will have on its business. Additionally, investments and projects located in Canada expose Spectra Energy to risks related to Canadian
laws, taxes, economic conditions, fluctuations in currency rates, political conditions and policies of the Canadian government. From 2002
through 2006, the Canadian dollar has strengthened significantly compared to the U.S. dollar, which has favorably impacted earnings during
these periods. Changes in this exchange rate or other of these factors are difficult to predict and may impact future results.
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Certain of Spectra Energy s earnings are impacted by fluctuations in commodity prices, especially the earnings of the DCP Midstream investment
and the Empress NGL operations in Canada. Although natural gas and NGL commodity prices increased in 2005 and 2006, this trend in
commodity prices may not be indicative of future prices. Currently, Spectra Energy does not enter into derivative instruments to hedge the
expected exposures associated with its processing business in Canada. Prior to 2006, to mitigate the risks associated with its investment in DCP
Midstream, Spectra Energy entered into derivative instruments to hedge a portion of these expected exposures. Management evaluates, on an
ongoing basis, the level of such hedging and currently does not have any plans to enter into new hedge positions around these earnings.

It is expected that the effective income tax rates will approximate 30-35% on an annual basis, taking into consideration the United States and
Canadian tax jurisdictions applicable to operations.

Spectra Energy relies on access to both short-term money markets and longer-term capital markets as a source of liquidity for capital
requirements not met by cash flow from operations. An inability to access capital at competitive rates could adversely affect Spectra Energy s
ability to implement its strategy. Market disruptions, or a downgrade of the credit ratings of Spectra Energy Capital or its subsidiaries may
increase the cost of borrowing or adversely affect the ability to access one or more sources of liquidity.

For further information related to management s assessment of Spectra Energy s risk factors, see Item 1A. Risk Factors.
RESULTS OF OPERATIONS OF SPECTRA ENERGY CAPITAL
Consolidated Operating Revenues

Year Ended December 31, 2006 as Compared to December 31, 2005. Consolidated operating revenues for 2006 decreased $4,922 million,
compared to 2005. This change was driven by:

A $5,530 million decrease due to the deconsolidation of DCP Midstream, effective July 1, 2005, and

An $87 million decrease in captive insurance revenues due to the transfer of ownership in Bison to Duke Energy effective April 1,
2006.
Partially offsetting this decrease in revenues were:

A $468 million increase at Natural Gas Transmission due primarily to Canadian assets (approximately $281 million), primarily
higher processing revenues on the Empress System acquired in August 2005, favorable Canadian dollar foreign exchange impacts
(approximately $157 million), and recovery of higher natural gas commodity costs (approximately $146 million), resulting from
higher natural gas prices passed through to customers without a mark-up at Union Gas, partially offset by lower gas usage due to
unseasonably warmer winter weather (approximately $186 million), and

An approximate $130 million increase in Other related to the prior year impact of mark-to-market losses, primarily unrealized, due to
increased commodity prices as a result of the discontinuance of certain cash flow hedges entered into to hedge Field Services
commodity price risk (see Note 7 to the Consolidated Financial Statements, Risk Management and Hedging Activities, Credit Risk,
and Financial Instruments ) from February 22, 2005 to June 30, 2005. Effective with the deconsolidation of DCP Midstream on
July 1, 2005, mark-to-market changes related to these discontinued hedges are classified in Other income and expenses, net on the
Consolidated Statements of Operations.
Year Ended December 31, 2005 as Compared to December 31, 2004. Consolidated operating revenues for 2005 decreased $3,979 million,
compared to 2004. This change was driven by:

A $5,380 million decrease due to the deconsolidation of DCP Midstream, effective July 1, 2005
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An approximate $130 million decrease resulting from mark-to-market losses, primarily unrealized, due to increased commodity
prices as a result of the discontinuance of certain cash flow hedges entered into to hedge Field Services commodity price risk
discussed above, and

An $113 million decrease at Commercial Power due to the sale of the Southeast plants in 2004.
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Partially offsetting these decreases in revenues were:

An approximate $850 million increase at Field Services, excluding the impact of the deconsolidation of DCP Midstream, due
primarily to higher average commodity prices, primarily NGL and natural gas in the first six months of 2005, and

A $704 million increase at Natural Gas Transmission due primarily to new Canadian assets (approximately $269 million), primarily

the Empress System, favorable foreign exchange rates (approximately $153 million) as a result of the strengthening Canadian dollar

(partially offset by currency impacts to expenses), higher natural gas prices that are passed through to customers (approximately

$152 million), an increase related to U.S. business operations (approximately $60 million) driven by higher rates and contracted

volumes and increased gas distribution revenues (approximately $36 million), resulting from higher gas usage in the power market
For a more detailed discussion of operating revenues, see the segment discussions that follow.

Consolidated Operating Expenses

Year Ended December 31, 2006 as Compared to December 31, 2005. Consolidated operating expenses for 2006 decreased $4,789 million,
compared to 2005. The change was primarily driven by:

An approximate $5,090 million decrease due to the deconsolidation of DCP Midstream, effective July 1, 2005

A $133 million decrease in captive insurance expenses due primarily to the transfer of ownership in Bison to Duke Energy effective
April 1, 2006, and prior year recognition of reserves for estimated property damage related to hurricanes and business interruption
losses, and

An approximate $120 million decrease associated with the prior year recognition of unrealized losses in accumulated other
comprehensive income (AOCI) as a result of the discontinuance of certain cash flow hedges entered into to hedge Field Services
commodity price risk, which were previously accounted for as cash flow hedges (see Note 7 to the Consolidated Financial
Statements, Risk Management and Hedging Activities, Credit Risk, and Financial Instruments ).

Partially offsetting these decreases in expenses was:

A $447 million increase at Natural Gas Transmission due primarily to Canadian assets (approximately $189 million), primarily the
Empress System, increased natural gas prices at Union Gas (approximately $146 million), resulting from high natural gas prices
passed through to customers without a mark-up at Union Gas, higher operating and maintenance, including pipeline integrity and
project development expenses (approximately $133 million), Canadian dollar foreign exchange impacts (approximately $124
million), partially offset by lower gas purchase costs at Union Gas resulting primarily from unseasonably warmer winter weather
(approximately $157 million).

Year Ended December 31, 2005 as Compared to December 31, 2004. Consolidated operating expenses for 2005 decreased $3,634 million,

compared to 2004. The change was primarily driven by:

A $5,072 million decrease due to the deconsolidation of DCP Midstream, effective July 1, 2005, and

A $143 million decrease at Commercial Power due to the sale of the Southeast Plants in 2004.
Partially offsetting these decreases in expenses were:
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An approximate $675 million increase in operating expenses at Field Services driven primarily by higher average NGL and natural
gas prices in the first six months of 2005

A $640 million increase at Natural Gas Transmission due primarily to new Canadian assets (approximately $272 million), primarily
gas purchase costs associated with the Empress System, increased natural gas prices at Union Gas (approximately $152 million,
which is offset in revenues), foreign exchange impacts (approximately $118 million) as discussed above (offset by currency impacts
to revenues), and increased gas purchases for distribution (approximately $43 million) primarily due to higher gas usage in the power
market
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An approximate $120 million increase related to the recognition of unrealized losses in AOCI as a result of the discontinuance of
certain cash flow hedges entered into to hedge Field Services commodity price risk, which were previously accounted for as cash
flow hedges (see Note 7 to the Consolidated Financial Statements, Risk Management and Hedging Activities, Credit Risk, and
Financial Instruments ), and

A $59 million increase as a result of the 2004 correction of an immaterial accounting error in prior periods related to reserves at
Bison.
For a more detailed discussion of operating expenses, see the segment discussions that follow.

Consolidated Gains (Losses) on Sales of Other Assets and Other, net

Consolidated gains (losses) on sales of other assets and other, net was a gain of $47 million for 2006, a gain of $522 million for 2005, and a loss
of $349 million for 2004. The gain in 2006 was due primarily to gains on settlements of customers transportation contracts at Natural Gas
Transmission (approximately $28 million). The gain in 2005 was due primarily to the pre-tax gain resulting from the DCP Midstream
disposition transaction (approximately $575 million), partially offset by net pre-tax losses at Commercial Power, principally the termination of
former DENA structured power contracts in the Southeast region (approximately $70 million). The loss in 2004 was due primarily to pre-tax
losses on the sale of the Southeast Plants (approximately $360 million) at Commercial Power.

Consolidated Operating Income

Year Ended December 31, 2006 as Compared to December 31, 2005. For 2006, consolidated operating income decreased $608 million,
compared to 2005. Decreased operating income was primarily related to an approximate $575 million gain in 2005 resulting from the DCP
Midstream disposition transaction and the impacts of the deconsolidation of DCP Midstream, effective July 1, 2005, which amounted to
approximately $440 million for 2005. Partially offsetting these decreases were an approximate $250 million negative impact to operating income
in 2005 related to the discontinuance of certain cash flow hedges entered into to hedge Field Services commodity price risk and an approximate
$70 million charge in 2005 related to the termination of former DENA structured power contracts in the Southeast region.

Year Ended December 31, 2005 as Compared to December 31, 2004. For 2005, consolidated operating income increased $526 million,
compared to 2004. Increased operating income was due primarily to the gain in 2005 resulting from the DCP Midstream disposition transaction
and the charge in 2004 associated with the sale of the Southeast Plants in 2005, partially offset by charges in 2005 related to the discontinuance
of certain cash flow hedges entered into to hedge Field Services commodity price risk, charges in 2005 related to the termination of structured
power contracts in the Southeast region and increased liabilities associated with mutual insurance companies.

Other drivers to operating income are discussed above. For more detailed discussions, see the segment discussions that follow.
Consolidated Other Income and Expenses

Year Ended December 31, 2006 as Compared to December 31, 2005. For 2006, consolidated other income and expenses decreased $932
million, compared to 2005. The decrease was due primarily to $1,245 million of pre-tax gains on sales of equity investments recorded in 2005,
primarily associated with the sale of TEPPCO GP and Spectra Energy Capital s limited partner interest in TEPPCO LP, partially offset by an
increase of approximately $254 million in equity in earnings of unconsolidated affiliates due primarily to the deconsolidation of DCP Midstream
effective July 1, 2005.

Year Ended December 31, 2005 as Compared to December 31, 2004. For 2005, consolidated other income and expenses increased $1,362
million, compared to 2004. The increase was due primarily to $1,245 million of pre-tax gains associated with the sale of TEPPCO GP and
Spectra Energy Capital s limited partner interest in TEPPCO LP, equity income of $292 million for the investment in DCP Midstream
subsequent to the
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deconsolidation of DCP Midstream, effective July 1, 2005, slightly offset by the realized and unrealized pre-tax losses recognized in 2005 on
certain derivative contracts hedging Field Services commodity price risk which were discontinued as cash flow hedges as a result of the
deconsolidation of DCP Midstream by Spectra Energy Capital. Effective with the deconsolidation of DCP Midstream on July 1, 2005,
mark-to-market changes related to the Field Services discontinued hedges are classified in Other income and expenses, net on the Consolidated
Statements of Operations, while from February 22, 2005 to June 30, 2005 these mark-to-market changes were classified in Non-regulated
electric, natural gas, natural gas liquids and other revenues on the Consolidated Statements of Operations.

Consolidated Interest Expense

Year Ended December 31, 2006 as Compared to December 31, 2005. For 2006, consolidated interest expense decreased $70 million, compared
to 2005. This decrease is primarily attributable to reduced interest expense associated with DCP Midstream, which was deconsolidated on
July 1, 2005 (an approximate $82 million impact).

Year Ended December 31, 2005 as Compared to December 31, 2004. For 2005, consolidated interest expense decreased $183 million, compared
to 2004. This decrease was due primarily to Spectra Energy Capital s debt reduction in 2004 (an approximate $120 million impact) and the
deconsolidation of DCP Midstream effective July 1, 2005 (an approximate $80 million impact).

Consolidated Minority Interest Expense

Year Ended December 31, 2006 as Compared to December 31, 2005. For 2006, consolidated minority interest expense decreased $46