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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 represent management’s

intentions, plans, expectations, assumptions and beliefs about future events. These forward-looking statements are

identified by terms and phrases such as: anticipate, believe, intend, estimate, expect, continue, should, could, may,

plan, project, predict, will, potential, forecast, and similar expressions. Forward-looking statements are subject to

risks, uncertainties and other factors, many of which are outside our control and could cause actual results to differ

materially from the results expressed or implied by those forward-looking statements. Factors used to develop these

forward-looking statements and that could cause actual results to differ materially from those indicated in any

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

state, provincial, 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 and oil

industries;

outcomes of litigation and regulatory investigations, proceedings or inquiries;

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

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

general economic conditions, including the risk of a prolonged economic slowdown or decline, or the risk of delay in

a recovery, which can affect the long-term demand for natural gas and oil and related services;

potential effects arising from terrorist attacks and any consequential or other

hostilities;

changes in environmental, safety and other laws and regulations;

the development of alternative energy resources;

results and costs of financing efforts, including the ability to obtain financing on favorable terms, which can be

affected by various factors, including credit ratings and general market and economic conditions;

tncreases in the cost of goods and services required to complete capital projects;

growth in opportunities, including the timing and success of efforts to develop U.S. and Canadian pipeline, storage,

gathering and other related infrastructure projects and the effects of competition;

the performance of natural gas transmission, storage and gathering facilities, and crude oil transportation and storage;
the extent of success in connecting natural gas and oil supplies to transmission and gathering systems and in
connecting to expanding gas and oil markets;

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

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

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.

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 Partners, LP has described.

Spectra Energy Partners, LP undertakes no obligation to publicly update or revise any forward-looking statements,

whether as a result of new information, future events or otherwise.

3
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PART L.

Item 1. Business.

The terms “we,” “our,” “us,” and “Spectra Energy Partners” as used in this report refer collectively to Spectra Energy Partners,
LP and its subsidiaries unless the context suggests otherwise. These terms are used for convenience only and are not

intended as a precise description of any separate legal entity within Spectra Energy Partners.
General

Spectra Energy Partners, LP, through its subsidiaries and equity affiliates, is engaged in the transmission, storage and
gathering of natural gas, and the transportation and storage of crude oil, through interstate pipeline systems in the
United States and Canada with over 15,000 miles of transmission and transportation pipelines and the storage of
natural gas in underground facilities with aggregate working gas storage capacity of approximately 170 billion cubic
feet (Bcf).

We own and operate natural gas transmission, gathering and storage assets, and crude oil transportation and storage
assets in central, southern and eastern United States as well as western Canada. Our assets are strategically located in
geographic regions of the United States and Canada where demand, primarily for natural gas used in electricity
generation, and crude oil, is expected to increase steadily. We have a broad mix of customers, including local gas
distribution companies (LDC), municipal utilities, interstate and intrastate pipelines, direct industrial users, electric
power generators, marketers and producers, oil refineries, and exploration and production companies. Our interstate
gas transmission pipeline and storage operations and our crude oil transportation and storage operations are regulated
by either the Federal Energy Regulatory Commission (FERC), the U.S. Department of Transportation (DOT), or the
National Energy Board (NEB) with the exception of Moss Bluff intrastate storage operations and Ozark gathering
facilities, which are subject to oversight by various state commissions.

Our operations and activities are managed by our general partner, Spectra Energy Partners (DE) GP, LP, which in turn
is managed by its general partner, Spectra Energy Partners GP, LLC, (the General Partner). The General Partner is
wholly owned by a subsidiary of Spectra Energy Corp (Spectra Energy). Spectra Energy is a separate entity, the
common stock of which trades on the New York Stock Exchange (NYSE) under the symbol “SE.” As of December 31,
2015, Spectra Energy and its subsidiaries collectively owned 78% of us and the remaining 22% was publicly owned.
In March 2013, Spectra Energy acquired 100% of the ownership interests in the Express-Platte crude oil pipeline
system (Express-Platte) from third-parties. Later in 2013, we acquired a 40% ownership interest in the U.S. portion of
Express-Platte
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(Express US) and a 100% ownership interest in the Canadian portion of Express-Platte (Express Canada)
(collectively, Express-Platte) from subsidiaries of Spectra Energy (the Express-Platte acquisition).

In November 2013, we acquired substantially all of Spectra Energy’s remaining U.S. transmission, storage and liquids
assets, including Spectra Energy’s remaining 60% interest in Express US (the U.S. Assets Dropdown). The pipeline
systems include Texas Eastern Transmission, LP (Texas Eastern), Algonquin Gas Transmission, L.L.C. (Algonquin),
the remaining ownership interest in Express US, an additional 39% interest in Maritimes & Northeast L.L.C. (M&N
U.S.), 33% interests in both DCP Sand Hills Pipeline, LLC (Sand Hills) and DCP Southern Hills Pipeline, LLC
(Southern Hills), an additional 1% interest in Gulfstream Natural Gas System, LLC (Gulfstream) and a 24.95%
interest in Southeast Supply Header, LLC (SESH). The natural gas and crude oil storage businesses include Bobcat
Gas Storage (Bobcat), the remaining 50% interest in Market Hub Partners Holding (Market Hub), a 49% interest in
Steckman Ridge, LP (Steckman Ridge), and Texas Eastern's and Express-Platte's storage facilities.

In November 2014, we completed the second of the three planned transactions related to the U.S. Assets Dropdown.
This transaction consisted of acquiring an additional 24.95% ownership interest in SESH and an additional 1% interest
in Steckman Ridge from Spectra Energy.

The final transaction related to the U.S. Assets Dropdown occurred on November 4, 2015, and consisted of the
acquisition of Spectra Energy's remaining 0.1% interest in SESH.

On October 30, 2015, Spectra Energy acquired our 33.3% ownership interests in Sand Hills and Southern Hills.

The Express-Platte acquisition and the U.S. Assets Dropdown have been accounted for as acquisitions under common
control, resulting in the recast of our prior results. See Note 2 of Notes to Consolidated Financial Statements for
further discussion of the transactions.

Businesses

We manage our business in two reportable segments: U.S. Transmission, and Liquids. The remainder of our business
operations is presented as “Other,” and consists mainly of certain corporate costs. The following sections describe the
operations of each of our businesses. For financial information on our business segments, see Note 4 of Notes to
Consolidated Financial Statements.

U.S. Transmission

Our U.S. Transmission business primarily provides transmission, storage, and gathering of natural gas for customers
in various regions of the northeastern and southeastern United States. Our pipeline systems consist of approximately
14,000 miles of pipelines with eight primary transmission systems: Texas Eastern, Algonquin, East Tennessee Natural
Gas, LLC (East Tennessee), M&N U.S., Ozark Gas Transmission, L.L.C. (Ozark Gas Transmission), Big Sandy
Pipeline, L.L.C (Big Sandy), Gulfstream and SESH. The pipeline systems in our U.S. Transmission business receive
natural gas from major North American producing regions for delivery to their respective markets. A majority of
contracted transportation volumes are under long-term firm service agreements, where customers reserve capacity in
the pipeline. Interruptible services, where customers can use capacity if it is available at the time of the request, are
provided on a short-term or seasonal basis.

U.S. Transmission provides natural gas storage services through Saltville Gas Storage Company L.L.C. (Saltville),
Market Hub, Steckman Ridge, Bobcat and Texas Eastern’s facilities. Gathering services are provided through Ozark
Gas Gathering, L.L.C. (Ozark Gas Gathering). In the course of providing transportation services, U.S. Transmission
also processes natural gas on our Texas Eastern system.

Demand on the natural gas pipeline and storage systems is seasonal, with the highest throughput occurring during
colder periods in the first and fourth quarters, and storage injections occurring primarily during the summer periods.
Actual throughput and storage injections/withdrawals do not have a significant effect on revenues or earnings.

Most of U.S. Transmission’s pipeline and storage operations are regulated by the FERC and are subject to the
jurisdiction of various federal, state and local environmental agencies.

5
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Texas Eastern

The Texas Eastern natural 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, the first of which has one to four large-diameter parallel pipelines and the other with one to three
large-diameter pipelines. Texas Eastern’s onshore system consists of approximately 8,700 miles of pipeline and
associated 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 400 miles of pipeline. Texas Eastern has two storage facilities in
Pennsylvania held through joint ventures and one 100%-owned and operated storage facility in Maryland. Texas
Eastern’s total working joint venture capacity in these three facilities is 74 Bcf. In addition, Texas Eastern’s system is
connected to Steckman Ridge, a 12 Bcf joint venture storage facility in Pennsylvania, and three affiliated storage
facilities in Texas and Louisiana, aggregating 77 Bcf, owned by Market Hub and Bobcat.

6
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Algonquin
The Algonquin natural gas transmission system 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 M&N U.S. The system consists of approximately 1,130 miles of pipeline with associated compressor
stations.

7
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East Tennessee

East Tennessee’s natural gas transmission system crosses Texas Eastern’s system at two locations in Tennessee and
consists of two mainline systems totaling approximately 1,500 miles of pipeline in Tennessee, Georgia, North
Carolina and Virginia, with associated compressor stations. East Tennessee has a liquefied natural gas, (LNG), natural
gas that has been converted to liquid form, storage facility in Tennessee with a total working capacity of 1 Bcf. East
Tennessee also connects to the Saltville storage facilities in Virginia that have a working gas capacity of
approximately 5 Bcf.

8
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Maritimes & Northeast Pipeline

We acquired 39% of M&N U.S. from Spectra Energy in 2012. In 2013, Spectra Energy contributed its remaining 39%
ownership in M&N U.S. to us in the U.S. Assets Dropdown. M&N U.S. is owned 78% directly by us, with affiliates
of Emera, Inc. and Exxon Mobil Corporation directly owning the remaining 13% and 9% interests, respectively.
M&N U.S. is an approximately 350-mile mainline interstate natural gas transmission system which extends from the
border of Canada near Baileyville, Maine to northeastern Massachusetts. M&N U.S. is connected to the Canadian
portion of the Maritimes & Northeast Pipeline system, Maritimes & Northeast Pipeline Limited Partnership, which is
owned 78% by Spectra Energy. M&N U.S. facilities include compressor stations, with a market delivery capability of
approximately 0.8 billion cubic feet per day (Bcf/d) of natural gas. The pipeline’s location and key interconnects with
our transmission system link regional natural gas supplies to the northeast U.S. markets.

9
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Ozark

Ozark Gas Transmission consists of an approximately 365-mile natural gas transmission system extending from
southeastern Oklahoma through Arkansas to southeastern Missouri. Ozark Gas Gathering consists of an
approximately 330-mile natural gas gathering system, with associated compressor stations, that primarily serves
Arkoma basin producers in eastern Oklahoma.

10
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Big Sandy

We acquired Big Sandy in 2011. Big Sandy is an approximately 70-mile natural gas transmission system, with
associated compressor stations, located in eastern Kentucky. Big Sandy’s interconnection with the Tennessee Gas
Pipeline system links the Huron Shale and Appalachian Basin natural gas supplies to the mid-Atlantic and northeast
markets.

11
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Gulfstream

In 2013, Spectra Energy contributed its remaining 1% ownership in Gulfstream to us in the U.S. Assets Dropdown to
increase our ownership to 50%. Gulfstream is an approximately 745-mile interstate natural gas transmission system,
with associated compressor stations, operated jointly by us and The Williams Companies, Inc. (Williams). Gulfstream
transports natural gas from Mississippi, Alabama, Louisiana and Texas, crossing the Gulf of Mexico to markets in
central and southern Florida. Gulfstream is owned 50% directly by us and 50% by affiliates of Williams. Our
investment in Gulfstream is accounted for under the equity method of accounting.

12
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SESH

SESH, an approximately 290-mile natural gas transmission system, with associated compressor stations, is operated
jointly by Spectra Energy and CenterPoint Energy Southeastern Pipelines Holding, LL.C (CenterPoint). SESH extends
from the Perryville Hub in northeastern Louisiana where the emerging shale gas production of eastern Texas, northern
Louisiana and Arkansas, along with conventional production, is reached from five major interconnections. SESH
extends to Alabama, interconnecting with 14 major north-south pipelines and three high-deliverability storage
facilities. SESH is owned 50% directly by us and 50% by Enable Midstream Partners, LP, collectively. Our
investment in SESH is accounted for under the equity method of accounting.

Market Hub

Market Hub owns and operates two natural gas storage facilities, Moss Bluff and Egan, with a total storage capacity of
approximately 47 Bcf. The Moss Bluff facility consists of four salt dome storage caverns located in southeast Texas,
with access to five pipeline systems including the Texas Eastern system. The Egan facility consists of four salt dome
storage caverns located in south central Louisiana, with access to ten pipeline systems, including the Texas Eastern
system.

Saltville

Saltville owns and operates natural gas storage facilities in Virginia with a total storage capacity of approximately 5
Bcf, interconnecting with East Tennessee’s system. This salt cavern facility offers high-deliverability capabilities and
is strategically located near markets in Tennessee, Virginia and North Carolina.

Bobcat

Bobcat, an approximately 30 Bcf salt dome facility, is strategically located on the Gulf Coast near Henry Hub,
interconnecting with five major interstate pipelines, including Texas Eastern.

13
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Steckman Ridge

Steckman Ridge is an approximately 12 Bcf depleted reservoir storage facility located in south central Pennsylvania
that interconnects with the Texas Eastern and Dominion Transmission, Inc. systems. Steckman Ridge is owned 50%
by us and 50% by NJR Steckman Ridge Storage Company. Our investment in Steckman Ridge is accounted for under
the equity method of accounting.

Competition

Our natural gas transmission and storage businesses compete with similar facilities that serve our supply and market
areas in the transmission and storage of natural gas. The principal elements of competition are location, rates, terms of
service, flexibility and reliability of service.

The natural gas transported in our transmission business competes with other forms of energy available to our
customers and end-users, including electricity, coal, propane and fuel oils. Factors that influence the demand for
natural gas include price changes, the availability of natural gas and other forms of energy, levels of business activity,
long-term economic conditions, conservation, legislation, governmental regulations, the ability to convert to
alternative fuels, weather and other factors.

Customers and Contracts

In general, our natural gas pipelines provide transmission and storage services for LDCs (companies that obtain a
major portion of their revenues from retail distribution systems for the delivery of natural gas for ultimate
consumption), electric power generators, exploration and production companies, and industrial and commercial
customers, as well as energy marketers. Transmission and storage services are generally 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 the actual volumes transported on the
pipelines or injected or withdrawn from our storage facilities, plus a small variable component that is based on
volumes transported, injected or withdrawn, which is intended to recover variable costs.

We also provide interruptible transmission and storage services where customers can use capacity if it is available at
the time of the request. Interruptible revenues depend on the amount of volumes transported or stored and the
associated rates for this interruptible service. New projects placed into service may initially have higher levels of
interruptible services at inception. Storage operations also provide a variety of other value-added services including
natural gas parking, loaning and balancing services to meet our customers’ needs.

Liquids

Our Liquids business provides transportation and storage of crude oil for customers in central United States and
Canada. Our Liquids pipeline system consists of Express-Platte.

Most of Liquids’ pipeline and storage operations are regulated by the FERC and the NEB, and are subject to the
jurisdiction of various federal, state and local environmental agencies.

14
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Express-Platte

We acquired Express-Platte in 2013. The Express-Platte pipeline system, an approximately 1,700-mile crude oil
transportation system, which begins in Hardisty, Alberta, and terminates in Wood River Illinois, is comprised of both
the Express and Platte crude oil pipelines. The Express pipeline carries crude oil to U.S. refining markets in the
Rockies area, including Montana, Wyoming, Colorado and Utah. The Platte pipeline, which interconnects with the
Express pipeline in Casper, Wyoming transports crude oil predominantly from the Bakken shale and western Canada
to refineries in the Midwest.

Competition

Our crude oil transportation business competes with pipelines, rail, truck and barge facilities that transport crude oil
from production areas to refinery markets. The principal elements of competition are location, rates, terms of service,
flexibility and reliability of service.

Customers and Contracts

Customers on the Express-Platte system are primarily refineries located in the Rocky Mountain and Midwestern states
of the United States. Other customers include oil producers and marketing entities. Express capacity is typically
contracted under long-term committed contracts where customers reserve capacity and pay commitment charges based
on a contracted volume even if they do not ship. A small amount of Express capacity and all Platte capacity is used by
uncommitted shippers who only pay for the pipeline capacity that is actually used in a given month.

Supplies and Raw Materials

We purchase 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
engines, pumps, valves, fittings, gas meters and other consumables.

15
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We utilize Spectra Energy’s supply chain management function which operates a North American supply chain
management network. The supply chain management group uses the economies-of-scale of Spectra Energy to
maximize the efficiency of supply networks where applicable. The price of equipment and materials may vary
however, perhaps substantially, from year to year.

Regulations

Most of our U.S. gas transmission, crude oil transportation pipeline and storage operations are regulated by the FERC.
The FERC regulates natural gas transmission and crude oil transportation in U.S. interstate commerce including the
establishment of rates for services. The FERC also regulates the construction of U.S. interstate natural gas pipelines
and storage facilities, including the extension, enlargement and abandonment of facilities. In addition, certain
operations are subject to oversight by state regulatory commissions. To the extent that the natural gas intrastate
pipelines that transport or store natural gas in interstate commerce provide services under Section 311 of the Natural
Gas Policy Act of 1978, they are subject to FERC regulations. The FERC may propose and implement new rules and
regulations affecting interstate natural gas transmission and storage companies, which remain subject to the FERC’s
jurisdiction. These initiatives may also affect certain transmission of gas by intrastate pipelines.

Our gas transmission and storage operations are subject to the jurisdiction of the Environmental Protection Agency
(EPA) and various other federal, state and local environmental agencies. See “Environmental Matters” for a discussion
of environmental regulation. Our interstate natural gas pipelines are also subject to the regulations of the DOT
concerning pipeline safety.

Express-Platte pipeline system rates and tariffs are subject to regulation by the NEB in Canada and the FERC in the
United States. In addition, the Platte pipeline also operates as an intrastate pipeline in Wyoming and is subject to
jurisdiction by the Wyoming Public Service Commission.

Under current policy, the FERC permits pipelines and storage companies to include a tax allowance in the
cost-of-service used as the basis for calculating their regulated rates. For pipelines and storage companies owned by
partnerships or limited liability company interests, the tax allowance will reflect the actual or potential income tax
liability on the FERC jurisdictional income attributable to all partnership or limited liability company interests if the
ultimate owner of the interest has an actual or potential income tax liability on such income. This policy was upheld in
2007 by the Court of Appeals for the District of Columbia Circuit. Whether the owners of a pipeline or storage
company have such actual or potential income tax liability will be reviewed by the FERC on a case-by-case basis. In a
future rate case, the pipelines and storage companies in which we own an interest may be required to demonstrate the
extent to which inclusion of an income tax allowance in the applicable cost-of-service is permitted under the current
income tax allowance policy. Some entities have authority to charge market-based rates and therefore this tax
allowance issue does not affect the rates that they charge their customers.

16
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Environmental Matters
We are subject to various U.S. federal, state and local laws and regulations, as well as Canadian federal and provincial
regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters.
Environmental laws and regulations affecting our U.S. based operations include, but are not limited to:
The Clean Air Act (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. Our natural gas transmission, storage and gathering assets are
considered sources of air emissions and are thereby subject to the CAA. Owners and/or operators of air emission
sources, like us, are responsible for obtaining permits for existing and new sources of air emissions and for annual
compliance and reporting.
The Federal Water Pollution Control Act (Clean Water Act), which requires permits for facilities that discharge
wastewaters into the environment. The Oil Pollution Act (OPA) amended parts of the Clean Water Act and other
statutes as they pertain to the prevention of and response to oil spills. The OPA imposes certain spill prevention,
control and countermeasure requirements. Although we are primarily a natural gas business, the OPA affects our
business primarily because of the presence of liquid hydrocarbons (condensate) in our offshore pipelines.
The Comprehensive Environmental Response, Compensation and Liability Act (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 our operations, we have disposed of waste at many different sites and therefore have CERCLA
liabilities.
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
our business, we generate 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 historical use of lubricating oils
containing PCBs, the internal surfaces of some of our 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 effects
in their decisions, including site approvals. Many of our capital projects require federal agency review, and therefore
the environmental effects of proposed projects are a factor in determining whether we will be permitted to complete
proposed projects.
Environmental laws and regulations affecting our Canadian-based operations include, but are not limited to:
The Canadian Environmental Protection Act, which, among other things, requires the reporting of greenhouse gas
{GHG) emissions from our operations in Canada. Additional regulations to be promulgated under this Act may
require the reduction of GHGs, nitrogen oxides, sulphur oxides, volatile organic compounds and particulate matter.
The Canadian Environmental Assessment Act, 2012 (CEAA 2012) requires the NEB to consider potential
environmental effects in their decisions for designated projects. The NEB under its enabling statute also
conducts environmental assessments for projects that are not specifically designated under CEAA 2012. In
. either case, prior to receiving an approval to construct or operate a federally-regulated pipeline or facility,
the NEB must consider a series of environmental factors, in particular whether the project has the potential
to have adverse environmental effects. These types of assessments occur in relation to both maintenance and
capital projects.
For more information on environmental matters, including possible liability and capital costs, see Part II. Item 8.
Financial Statements and Supplementary Data, Notes 5 and 16 of Notes to Consolidated Financial Statements.

18



Edgar Filing: Spectra Energy Partners, LP - Form 10-K

Except to the extent discussed in Notes 5 and 16, compliance with international, 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 our partnership and is not expected to have a material effect on our
competitive position or consolidated results of operations, financial position or cash flows.
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Geographic Regions

For a discussion of our Canadian operations and the risks associated with them, see Notes 4 and 15 of Notes to
Consolidated Financial Statements.

Employees

We do not have any employees. We are managed by the directors and officers of our general partner. As of
December 31, 2015, our general partner and its affiliates have approximately 2,400 employees performing services for
our operations, and are solely responsible for providing the employees and other personnel necessary to conduct our
operations.

Our Partnership Agreement

Set forth below is a summary of the material provisions of our partnership agreement that relate to available cash and
operating surplus:

Available Cash. For any quarter ending prior to liquidation:

(a) the sum of:

(1) all cash and cash equivalents of the partnership and our subsidiaries on hand at the end of that quarter; and

(2) if our general partner so determines, all or a portion of any additional cash or cash equivalents of our partnership
and our subsidiaries on hand on the date of determination of Available Cash for that quarter;

(b) less the amount of cash reserves established by our general partner to:

(1) provide for the proper conduct of the business of the partnership and our subsidiaries (including reserves for future
capital expenditures and for future credit needs of the partnership and our subsidiaries) after that quarter;

(2) comply with applicable law or any debt instrument or other agreement or obligation to which we or any of our
subsidiaries or a part of our assets are subject; and

(3) provide funds for minimum quarterly distributions and cumulative common unit arrearages for any one or more of
the next four quarters;

provided, however, that our general partner may not establish cash reserves pursuant to clause (b)(3) immediately
above unless our general partner has determined that the establishment of reserves will not prevent us from
distributing the minimum quarterly distribution on all common units and any cumulative common unit arrearages
thereon for that quarter; and provided, further, that disbursements made by us or any of our subsidiaries or cash
reserves established, increased or reduced after the end of that quarter but on or before the date of determination of
Available Cash for that quarter shall be deemed to have been made, established, increased or reduced, for purposes of
determining Available Cash, within that quarter if our general partner so determines.

Operating Surplus. For any period prior to liquidation, on a cumulative basis and without duplication:

(a) the sum of:

(1) an amount equal to the sum of (A) two times the amount needed for any one quarter for us to pay the minimum
quarterly distribution on all units (including the general partner units) and (B) two times the amount in excess of the
minimum quarterly distribution for any quarter to pay a distribution on all Common Units at the same per unit amount
as was distributed on the Common Units in excess of the minimum quarterly distribution in the immediately preceding
quarter, provided the amount in (B) will be deemed to be Operating Surplus only to the extent that the distribution
paid in respect of such amounts is paid on Common Units, and

(2) all cash receipts of our partnership and our subsidiaries for the period beginning on the closing date of our initial
public offering and ending with the last day of the period, other than cash receipts from interim capital

transactions; less
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(b) the sum of:

(1) operating expenditures for the period beginning on the closing date of our initial public offering and ending with
the last day of that period; and

(2) the amount of cash reserves (or our proportionate share of cash reserves in the case of subsidiaries that are not
wholly owned) established by our general partner to provide funds for future operating expenditures; provided
however, that disbursements made (including contributions to us or our subsidiaries or disbursements on behalf of us
or our subsidiaries) or cash reserves established, increased or reduced after the end of that period but on or before the
date of determination of Available Cash for that period shall be deemed to have been made, established, increased or
reduced for purposes of determining operating surplus, within that period if our general partner so determines.
Additional Information

We were formed on March 19, 2007 as a Delaware master limited partnership. Our principal executive offices are
located at 5400 Westheimer Court, Houston, Texas 77056 and our telephone number is 713-627-5400. We
electronically file various 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 and amendments to such reports. The public
may read and copy any materials that we file 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 and information
statements, and other information regarding issuers that file electronically with the SEC at http://www.sec.gov.
Additionally, information about us, including our reports filed with the SEC, is available through our website at
http://www.spectraenergypartners.com. Such reports are accessible at no charge through our website and are made
available as soon as reasonably practicable after such material is filed with or furnished to the SEC. Our website and
the information contained on that site, or connected to that site, are not incorporated by reference into this report.
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Item 1A. Risk Factors.

Discussed below are the material risk factors relating to us.

Risks Related to our Business

We may not have sufficient cash from operations to enable us to make cash distributions to common unitholders.

In order to make cash distributions at our minimum distribution rate of $0.30 per common unit per quarter, or $1.20
per unit per year, we will require Available Cash of approximately $87 million per quarter, or $349 million per year,
depending on the actual number of common units outstanding. We may not have sufficient Available Cash from
operating surplus each quarter to enable us to make cash distributions at the minimum distribution rate. The amount of
cash we can distribute on our units principally depends upon the amount of cash we generate from operations, which
will fluctuate based on, among other things:

the rates charged to, and the volumes contracted by customers for natural gas transmission, storage and gathering
services and crude oil transportation;

the overall demand for natural gas in the southeastern, mid-Continent, and Northeast regions of the United States, and
the quantities of natural gas available for transport, especially from the Gulf of Mexico, Appalachian and
mid-Continent areas, as well as the overall demand for crude oil in central United States and Canada;

regulatory action affecting the demand for natural gas and crude oil, the supply of natural gas and crude oil, the rates
we can charge, contracts for services, existing contracts, operating costs and operating flexibility;

changes in environmental, safety and other laws and regulations;

regulatory and economic limitations on the development of import and export LNG terminals in the Gulf Coast
region; and

the level of operating and maintenance, and general and administrative costs.

In addition, the actual amount of Available Cash will depend on other factors, some of which are beyond our control,
including:

the level of capital expenditures to complete construction projects;

the cost and form of payment of acquisitions;

debt service requirements and other liabilities;

fluctuations in working capital needs;

the ability to borrow funds and access capital markets;

restrictions on distributions contained in debt agreements; and

the amount of cash reserves established by our general partner.

Our subsidiaries and equity investments conduct operations and own our operating assets, which may affect our ability
to make distributions to our unitholders. In addition, we cannot control the amount of cash that will be received from
our equity investments, and we may be required to contribute significant cash to fund their operations.

We are a partnership holding company and our operating subsidiaries conduct all of our operations and own all of our
operating assets. We have no significant assets other than the ownership interests in our subsidiaries and our equity
investments. As a result, our ability to make distributions to our unitholders depends on the performance of these
subsidiaries and equity investments and their ability to distribute funds to us. The ability of our subsidiaries and equity
investments to make distributions to us may be restricted by, among other things, the provisions of existing and future
indebtedness, applicable state partnership and limited liability company laws and other laws and regulations, including
FERC policies.

Our equity investments generated approximately 17% of our distributable cash flow in 2015. Spectra Energy operates
Steckman Ridge. Spectra Energy shares operations of SESH with CenterPoint and shares operations of Gulfstream
with Williams. Accordingly, we do not control the amount of cash distributed to us nor do we control ongoing
operational decisions, including the incurrence of capital expenditures that we may be required to fund.

Our lack of control over the operations of our equity investments may mean that we do not receive the amount of cash
we expect to be distributed to us. In addition, we may be required to provide additional capital, and these contributions
may be material. The equity investments are not prohibited from incurring indebtedness by the terms of their
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company agreement and general partnership agreements. If they were to incur significant additional indebtedness, it
could inhibit their respective abilities to make distributions to us. This lack of control may significantly and adversely
affect our ability to distribute cash.

Our natural gas transmission pipeline systems, crude oil transportation pipeline systems and certain of our storage
facilities and related assets are subject to regulation by the FERC and the NEB, which could have an adverse effect on
our ability to establish transmission, transportation, storage and gathering rates that would allow us to recover the full
cost of operating our pipelines, including a reasonable return, and our ability to make distributions.

Our natural gas transmission pipeline systems, crude oil transportation pipeline systems and certain of our storage
facilities and related assets are subject to regulation by the FERC and the NEB. The regulators have authority to
regulate natural gas pipeline transmission and crude oil pipeline transportation services, including; the rates charged
for the services, terms and conditions of service, certification and construction of new facilities, the extension or
abandonment of services and facilities, the maintenance of accounts and records, the acquisition and disposition of
facilities, the initiation and discontinuation of services, and various other matters.

Action by the FERC and the NEB on currently pending regulatory matters as well as matters arising in the future
could adversely affect our ability to establish or charge rates that would cover future increase in their costs, such as
additional costs related to environmental matters including any climate change regulation, or even to continue to
collect rates that cover current costs, including a reasonable return. We cannot assure unitholders that our pipeline
systems will be able to recover all of their costs through existing or future rates.

In addition, we cannot give assurance regarding the likely future regulations under which we will operate our natural
gas transmission, crude oil transportation, storage and gathering businesses or the effect such regulation could have on
our business, financial condition, results of operations or cash flows, including our ability to make distributions.
Certain transmission services are subject to long-term, fixed-price “negotiated rate” contracts that are not subject to
adjustment, even if our cost to perform services exceeds the revenues received from such contracts, and, as a result,
our costs could exceed our revenues received under such contracts.

Under FERC policy, a regulated service provider and a customer may mutually agree to sign a contract for service at a
“negotiated rate” which may be above or below the FERC-regulated “recourse rate” for that service. For 2015, 51% of
U.S. Transmission’s firm revenues were derived from such negotiated rate contracts. These negotiated rate contracts
are not subject to adjustment for increased costs which could be produced by inflation or other factors relating to the
specific facilities being used to perform the services. It is possible that the costs to perform services under these
negotiated rate contracts will exceed the negotiated rates. If this occurs, it could decrease cash flows from U.S.
Transmission.

Increased competition from alternative natural gas transmission, storage and gathering options and alternative fuel
sources could have a significant financial effect on us.

We compete primarily with other interstate and intrastate pipelines, storage and gathering facilities in the
transmission, storage and gathering of natural gas. Some of these competitors may expand or construct transmission,
storage and gathering systems that would create additional competition for the services we provide to our customers.
Moreover, Spectra Energy and its affiliates are not limited in their ability to compete with us. Further, natural gas also
competes with other forms of energy available to our customers, including electricity, coal and fuel oils.

The principal elements of competition among natural gas transmission, storage and gathering assets are location, rates,
terms of service, access to natural gas supplies, flexibility and reliability. The FERC’s policies promoting competition
in natural gas markets are having the effect of increasing the natural gas transmission, storage and gathering options
for our traditional customer base. As a result, we could experience some “turnback” of firm capacity as existing
agreements expire. If our pipelines and storage facilities are unable to remarket this capacity or can remarket it only at
substantially discounted rates compared to previous contracts, they may have to bear the costs associated with the
turned back capacity. Increased competition could reduce the volumes of natural gas transported, stored or gathered by
our systems or, in cases where we do not have long-term fixed rate contracts, could force us to lower our transmission,
storage or gathering rates. Competition could intensify the negative effect of factors that significantly decrease
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demand for natural gas in the markets served by our pipeline systems, such as competing or alternative forms of
energy, a recession or other adverse economic conditions, higher fuel costs and taxes or other governmental or
regulatory actions that directly or indirectly increase the cost or limit the use of natural gas. Our ability to renew or
replace existing contracts at rates sufficient to maintain current revenues and cash flows could be adversely affected
by the activities of our competitors. All of these competitive pressures could have an adverse effect on our business,
results of operations, financial condition or cash flows, including our ability to make distributions.
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The lack of availability of natural gas and oil resources may cause customers to seek alternative energy resources,
which could materially affect our revenues, earnings and cash flows.
Our natural gas and oil businesses are dependent on the continued availability of natural gas and oil production and
reserves. Prices for natural gas and oil, regulatory limitations on the development of natural gas and oil supplies or a
shift in supply sources could adversely affect development of additional reserves and production that are accessible by
our pipeline and gathering assets. Lack of commercial quantities of natural gas and oil available to these assets could
cause customers to seek alternative energy resources, thereby reducing their reliance on our services, which in turn
would materially affect our revenues, earnings and cash flows, including our ability to make distributions.
We may be unable to secure renewals of long-term transportation agreements, which could expose our transportation
volumes and revenues to increased volatility.
We may be unable to secure renewals of long-term transportation agreements in the future for our natural gas
transmission and crude oil transportation businesses as a result of economic factors, lack of commercial gas supply
available to our systems, changing gas supply flow patterns in North America, increased competition or changes in
regulation. Without long-term transportation agreements, our revenues and contract volumes would be exposed to
increased volatility. The inability to secure these agreements would materially affect our business, earnings, financial
condition and cash flows.
If third-party pipelines and other facilities interconnected to our pipelines become unavailable to transport natural gas,
our revenues and Available Cash could be adversely affected.
We depend upon third-party pipelines and other facilities that provide delivery options to and from our pipelines and
storage facilities. Because we do not own these third-party pipelines or facilities, their continuing operation is not
within our control. If these or any other pipeline connection were to become unavailable for current or future volumes
of natural gas due to repairs, damage to the facility, lack of capacity or any other reason, our ability to operate
efficiently and continue shipping natural gas to end-markets could be restricted, thereby reducing revenues. Any
temporary or permanent interruption at any key pipeline interconnect could have an adverse effect on our business,
results of operations, financial condition or cash flows, including our ability to make distributions.
If we do not complete expansion projects or make and integrate acquisitions our future growth may be limited.
A principal focus of our strategy is to continue to grow the cash distributions on our units by expanding our business.
Our ability to grow depends on our ability to complete expansion projects and make acquisitions that result in an
increase in cash generated. We may be unable to complete successful, accretive expansion projects or acquisitions for
any of the following reasons:
an inability to identify attractive expansion projects or acquisition candidates or we are outbid by competitors;
an inability to obtain necessary rights-of-way or government approvals, including regulatory agencies;
an inability to successfully integrate the businesses we build or acquire;
we are unable to raise financing for such expansion projects or acquisitions on economically acceptable terms;
tncorrect assumptions about volumes, reserves, revenues and costs, including synergies and potential growth; or

we are unable to secure adequate customer commitments to use the newly expanded or acquired

facilities.
We rely on access to short-term and long-term capital markets to finance capital requirements and support liquidity
needs, and access to those markets can be affected, particularly if we or our rated subsidiaries are unable to maintain
an investment-grade credit rating, which could affect our cash flows or restrict business.
Our 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, we rely on access to both short-term and
long-term capital markets as a source of liquidity for capital requirements not satisfied by cash flows from operations
and to fund investments originally financed through debt. Our senior unsecured long-term debt is currently rated
investment-grade by various rating agencies. If the rating agencies were to rate us or our rated subsidiaries below
investment-grade, our borrowing costs would increase, perhaps significantly. Consequently, we would likely be
required to pay a higher interest rate in future financings and our potential pool of investors and funding sources could
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We maintain a revolving credit facility to provide back-up for our commercial paper program, for borrowings and/or
letters of credit. This facility requires us to maintain a consolidated leverage ratio of consolidated indebtedness to
consolidated earnings from continuing operations before interest, taxes, and depreciation and amortization (EBITDA),
as defined in the
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agreement. Failure to maintain this covenant could preclude us from issuing commercial paper or letters of credit or
borrowing under the revolving credit facility which could affect cash flows or restrict business. Furthermore, if
Spectra Energy Partner’s short-term debt rating were to be below tier 2 (for example, A-2 for Standard and Poor’s, P-2
for Moody’s Investor Service and F2 for Fitch Ratings), access to the commercial paper market could be significantly
limited. Although this would not affect our ability to draw under our credit facility, borrowing costs could be
significantly higher.

If we are not able to access capital at competitive rates, our ability to finance operations and implement our strategy
may be affected. Restrictions on our ability to access financial markets may also affect our ability to execute our
business plan as scheduled. An inability to access capital may limit our ability to pursue improvements or acquisitions
that we may otherwise rely on for future growth. Any downgrade or other event negatively affecting the credit ratings
of our subsidiaries could make their costs of borrowing higher or access to funding sources more limited, which in
turn could increase our 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.

We may incur significant costs and liabilities as a result of pipeline integrity management program testing and any
necessary pipeline repair or preventative or remedial measures.

The DOT has adopted regulations requiring pipeline operators to develop integrity management programs for
transmission pipelines located where a leak or rupture could do the most harm in “high consequence areas.” The
regulations require operators to:

perform ongoing assessments of pipeline integrity;

tdentify and characterize applicable threats to pipeline segments that could affect a high consequence area;

tmprove data collection, integration and analysis;

repair and remediate the pipeline as necessary; and

tmplement preventive and mitigating actions.

Our actual implementation costs may be affected by industry-wide demand for the associated contractors and service
providers. Additionally, should we fail to comply with DOT regulations, we could be subject to penalties and fines.
Our operations are subject to pipeline safety laws and regulations, compliance with which may require significant
capital expenditures, increase our cost of operations and affect or limit our business plans.

Our interstate pipeline operations are subject to pipeline safety laws and regulations administered by the Pipeline and
Hazardous Materials Safety Administration (PHMSA) of the DOT. These laws and regulations require us to comply
with a significant set of requirements for the design, construction, maintenance and operation of our interstate
pipelines. These regulations, among other things, include requirements to monitor and maintain the integrity of our
pipelines. The regulations determine the pressures at which our pipelines can operate.

PHMSA is designing an Integrity Verification Process intended to create standards to verify maximum allowable
operating pressure, and to improve and expand integrity management processes. There remains uncertainty as to how
these standards will be implemented, but it is expected that the changes will impose additional costs on new pipeline
projects as well as on existing operations. In this climate of increasingly stringent regulation, pipeline failures or
failures to comply with applicable regulations could result in reduction of allowable operating pressures as authorized
by PHMSA, which would reduce available capacity on our pipelines. Should any of these risks materialize, it may
have an adverse effect on our operations, earnings, financial condition or cash flows.

In Canada, our pipeline operations are subject to pipeline safety regulations overseen by the NEB. Applicable
legislation and regulation require us to comply with a significant set of requirements for the design, construction,
maintenance and operation of our pipeline. Among other obligations, this regulatory framework imposes requirements
to monitor and maintain the integrity of our pipelines.

As in the U.S., several legislative changes addressing pipeline safety in Canada have recently come into force. The
changes evidence an increased focus on the implementation of management systems to address key areas such as
emergency management, integrity management, safety, security and environmental protection. Other legislative
changes have created authority for the NEB to impose administrative monetary penalties for non-compliance with the
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Compliance with these legislative changes may impose additional costs on new Canadian pipeline projects as well as
on
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existing operations. Failure to comply with applicable regulations could result in a number of consequences which
may have an adverse effect on our operations, earnings, financial condition and cash flows.

Restrictions in our credit facility may limit our ability to make distributions and may limit our ability to capitalize on
acquisition and other business opportunities.

The operating and financial restrictions and covenants in our credit facility and any future financing agreements could
restrict our ability to finance future operations or capital needs or to expand or pursue business activities associated
with our subsidiaries and equity investments. Our credit facility contains covenants that restrict or limit our ability to:
make distributions if any default or event of default, as defined, occurs;

.make other restricted distributions or dividends on account of the purchase, redemption, retirement, acquisition,
cancellation or termination of partnership interests;

tncur additional indebtedness or guarantee other indebtedness;

erant liens or make certain negative pledges;

make certain loans or investments;

engage in transactions with affiliates;

make any material change to the nature of our business from the midstream energy business;

make a disposition of assets; or

enter into a merger, consolidate, liquidate, wind up or dissolve.

The credit facility contains covenants requiring us to maintain certain financial ratios and tests. The ability to comply
with the covenants and restrictions contained in the credit facility may be affected by events beyond our control,
including prevailing economic, financial and industry conditions. If market or other economic conditions deteriorate,
our ability to comply with these covenants may be impaired. If we violate any of the restrictions, covenants, ratios or
tests in our credit facility, the lenders will be able to accelerate the maturity of all borrowings under the credit facility
and demand repayment of amounts outstanding, the lenders’ commitment to make further loans to us may terminate,
and the operating partnership may be prohibited from making any distributions. We might not have, or be able to
obtain, sufficient funds to make these accelerated payments. Any subsequent replacement of our credit facility or any
new indebtedness could have similar or greater restrictions.

The credit and risk profile of our general partner and its owner, Spectra Energy, could adversely affect our credit
ratings and risk profile, which could increase our borrowing costs or hinder our ability to raise capital.

The credit and business risk profiles of our general partner and Spectra Energy may be factors considered in credit
evaluations of us. This is because our general partner controls our business activities, including our cash distribution
policy, acquisition strategy and business risk profile. Another factor that may be considered is the financial condition
of Spectra Energy, including the degree of its financial leverage and its dependence on cash flow from the partnership
to service its indebtedness.

Our credit rating could be adversely affected by the leverage of our general partner or Spectra Energy, as credit rating
agencies may consider the leverage and credit profile of Spectra Energy and its affiliates because of their ownership
interest in and control of us, and the strong operational links between Spectra Energy and us. Any adverse effect on
our credit rating would increase our cost of borrowing or hinder our ability to raise financing in the capital markets,
which would impair our ability to grow our business and make distributions.

We are involved in numerous legal proceedings, the outcome of which are uncertain, and resolutions adverse to us
could negatively affect our earnings, financial condition and cash flows.

We are subject to numerous legal proceedings. Litigation is subject to many uncertainties, and we cannot predict the
outcome of individual matters with assurance. It is reasonably possible that the final resolution of some of the matters
in which we are 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 our earnings and cash flows.

Protecting against potential terrorist activities, including cyber-terrorism, requires significant capital expenditures and
a successful terrorist attack could affect our business.
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Acts of terrorism and any possible reprisals as a consequence of any action by the U.S. and its allies could be directed
against companies operating in the U.S. This risk is particularly relevant for companies, like ours, operating in any
energy
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infrastructure industry that handles volatile gaseous and liquid hydrocarbons. The potential for terrorism, including
cyber-terrorism, has subjected our operations to increased risks that could have an adverse effect on our business. In
particular, we may experience increased capital and operating costs to implement increased security for our 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. We may be required to expend material amounts of capital to repair any facilities, the expenditure of which
could adversely affect our business and cash flows. A cyber attack could also lead to a significant interruption in our
operations or unauthorized release of confidential or otherwise protected information, which could damage our
reputation or lead to financial losses.

Changes in the insurance markets attributable to terrorist attacks may make certain types of insurance more difficult
for us to obtain. Moreover, the insurance that may be available to us may be significantly more expensive than our
existing insurance coverage. Instability in the financial markets as a result of terrorism or war could also affect our
ability to raise capital.

Reductions in demand for natural gas and oil and low market prices of commodities adversely affect our operations
and cash flows.

Our regulated businesses are generally economically stable; they are not significantly affected in the short term by
changing commodity prices. However, our businesses can all be negatively affected in the long-term by sustained
downturns in the economy or long-term conservation efforts, which could affect long-term demand and market prices
for natural gas and oil. These factors are beyond our control and could impair the ability to meet long-term goals.
Most of our revenues are based on regulated tariff rates, which include the recovery of certain fuel costs. However,
lower overall economic output could reduce the volume of natural gas transported or gathered, and the volume of oil
transported, resulting in lower earnings and cash flows. Transmission revenues could be affected by long-term
economic declines, resulting in the non-renewal of long-term contracts at the time of expiration. Lower demand, along
with lower prices for natural gas and oil, could result from multiple factors that affect the markets where we operate,
including:

weather conditions, such as abnormally mild winter or summer weather, resulting in lower energy usage for heating or
cooling purposes, respectively;

supply of and demand for energy commodities, including any decrease in the production of natural gas and oil could
negatively affect our processing and transmission businesses due to lower throughput; and

capacity and transmission service into, or out of, our markets.

Our business is subject to extensive regulation that affects our revenues, operations and costs.

Our U.S. assets and operations are subject to regulation by various federal, state and local authorities, including
regulation by the FERC and by various authorities under federal, state and local environmental laws. Our operations in
Canada are subject to regulation by the NEB, and by federal and provincial authorities under environmental laws.
Regulation affects almost every aspect of our business, including, among other things, the ability to determine terms
and rates for services provided by some of our businesses, make acquisitions, construct, expand and operate facilities,
issue equity or debt securities, and make distributions.

In addition, regulators in the U.S. have taken actions to strengthen market forces in the gas pipeline industry, which
have led to increased competition. In a number of key markets, natural gas pipeline and storage operators 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 effect on our business,
earnings, financial condition and cash flows.

Execution of our capital projects subjects us to construction risks, increases in labor and material costs, and other risks
that may affect our financial results.

A significant portion of our growth is accomplished through the construction of new pipelines and storage facilities as
well as the expansion of existing facilities. Construction of these facilities is subject to various regulatory,
development, operational and market risks, including:
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the ability to obtain necessary approvals and permits by regulatory agencies on a timely basis and on acceptable terms
and to maintain those approvals and permits issued and satisfy the terms and conditions imposed therein;
the availability of skilled labor, equipment and materials to complete expansion projects;
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potential changes in federal, state and local statutes and regulations, including environmental requirements, that may
prevent a project from proceeding or increase the anticipated cost of the project;

tmpediments on our ability to acquire rights-of-way or land rights on a timely basis and on acceptable terms; and

the ability to construct projects within anticipated costs, including the risk of cost overruns resulting from inflation or
tncreased costs of equipment, materials or labor, weather, geologic conditions or other factors beyond our control, that
may be material; and

egeneral economic factors that affect the demand for natural gas infrastructure.

Any of these risks could prevent a project from proceeding, delay its completion or increase its anticipated cost. As a
result, new facilities may not achieve their expected investment return, which could affect our earnings, financial
position and cash flows.

Market-based storage operations are subject to commodity price risk, which could result in a decrease in our earnings
and reduced cash flows.

We have market-based rates for some of our storage operations and sell our storage services based on natural gas
market spreads and volatility. If natural gas market spreads or volatility deviate from historical norms or there is
significant growth in the amount of storage capacity available to natural gas markets relative to demand, our approach
to managing our market-based storage contract portfolio may not protect us from significant variations in storage
revenues, including possible declines, as contracts renew.

Our operations are subject to numerous environmental laws and regulations, compliance with which may require
significant capital expenditures, increase our cost of operations and affect or limit our business plans, or expose us to
environmental liabilities.

We are subject to numerous environmental laws and regulations affecting many aspects of our 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 us to obtain and comply with a wide variety of environmental licenses, permits, inspections and other
approvals. Compliance with environmental laws and regulations can require significant expenditures, including
expenditures for cleanup costs and damages arising out of contaminated properties. In particular, compliance with
major Clean Air Act regulatory programs is likely to cause us to incur significant capital expenditures to obtain
permits, evaluate offsite impacts of our operations, install pollution control equipment, and otherwise assure
compliance. Some states in which we operate are implementing new emissions limits to comply with 2008 ozone
standards regulated under the National Ambient Air Quality Standards. In 2015, the ozone standards were lowered
even further from 75 parts per billion (ppb) to 70 ppb, which may require states to implement additional emissions
regulations. The precise nature of these compliance obligations at each of our facilities has not been finally
determined and may depend in part on future regulatory changes. In addition, compliance with new and emerging
environmental regulatory programs is likely to significantly increase our operating costs compared to historical levels.
In the U.S., climate change action is evolving at state, regional and federal levels. The Supreme Court decision in
Massachusetts v. EPA in 2007 established that GHGs were pollutants subject to regulation under the Clean Air Act.
Pursuant to federal regulations, we are currently subject to an obligation to report our GHG emissions at our largest
emitting facilities, but are not generally subject to limits on emissions of GHGs, (except to the extent that some GHGs
consist of volatile organic compounds and nitrous oxides that are subject to emission limits). Proposed regulation may
extend our reporting obligations to additional facilities and activities. In addition, a number of Canadian provinces and
U.S. states have joined regional GHG initiatives, and a number are developing their own programs that would
mandate reductions in GHG emissions. Public interest groups and regulatory agencies are increasingly focusing on the
emission of methane associated with natural gas development and transmission as a source of GHG emissions.
However, as the key details of future GHG restrictions and compliance mechanisms remain undefined, the likely
future effects on our business are highly uncertain.

For its part, Canada has reaffirmed its strong preference for a harmonized approach with that of the United States.
While federal GHG related regulatory design details remain forthcoming, provincial authorities have been actively
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pursuing related initiatives.

Failure to comply with environmental regulations may result in the imposition of fines, penalties and injunctive
measures affecting our operating assets. In addition, changes in environmental laws and regulations or the enactment
of new environmental laws or regulations could result in a material increase in our cost of compliance with such laws
and regulations. We may not be able to obtain or maintain all required environmental regulatory approvals for our
operating assets or development projects. If there is a delay in obtaining any required environmental regulatory
approvals, if we fail to obtain or
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comply with them or if environmental laws or regulations change or are administered in a more stringent manner, the
operations of facilities or the development of new facilities could be prevented, delayed or become subject to
additional costs. Costs we may incur to comply with environmental regulations in the future may have a significant
effect on our earnings and cash flows.

Due to the speculative outlook regarding any U.S. federal and state policies, we cannot estimate the potential effect of
proposed GHG policies on our future consolidated results of operations, financial position or cash flows. However,
such legislation or regulation could materially increase our operating costs, require material capital expenditures or
create additional permitting, which could delay proposed construction projects.

Natural gas transmission and storage and crude oil transportation and storage activities involve numerous risks that
may result in accidents or otherwise affect our operations.

There are a variety of hazards and operating risks inherent in natural gas gathering and processing, transmission and
storage activities, and crude oil transportation and storage, such as leaks, explosions, mechanical problems, activities
of third parties and damage to pipelines, facilities and equipment caused by hurricanes, tornadoes, floods, fires and
other natural disasters, that could cause substantial financial losses. In addition, these risks could result in significant
injury, loss of life, significant damage to property, environmental pollution and impairment of operations, any of
which could result in substantial losses. 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. Therefore, should any of these risks materialize, it could have a material
effect on our business, earnings, financial condition and cash flows.

We do not maintain insurance coverage against all of these risks and losses, and any insurance coverage we might
maintain may not fully cover the damages caused by those risks and losses. We may elect to self insure a portion of
our asset portfolio. Moreover, we do not maintain offshore business interruption insurance. Therefore, should any of
these risks materialize, it could have a material effect on our business, earnings, financial condition, results of
operations or cash flows, including our ability to make distributions.

We are exposed to the credit risk of our customers.

We are exposed to the credit risk of our customers in the ordinary course of our business. Generally, our customers are
rated investment-grade, are otherwise considered creditworthy or provide us security to satisfy credit concerns. A
significant amount of our credit exposures for transmission, storage and gathering services are with customers who
have an investment-grade rating (or the equivalent based on our evaluation) or are secured by collateral. However, we
cannot predict to what extent our business would be impacted by deteriorating conditions in the economy, including
possible declines in our customers’ creditworthiness. As a result of future capital projects for which natural gas and oil
producers may be the primary customer, our credit exposure with below investment-grade customers may increase.
While we monitor these situations carefully and take appropriate measures when deemed necessary, it is possible that
customer payment defaults, if significant, could have a material effect on our earnings and cash flows.

Risks Inherent in an Investment in Us

Spectra Energy controls our general partner, which has sole responsibility for conducting our business and managing
our operations. Our general partner and its affiliates, including Spectra Energy, have conflicts of interest with us and
limited fiduciary duties, and may favor their own interests to the detriment of us.

Spectra Energy owns and controls our general partner. Some of our general partner’s directors, and some of its
executive officers, are directors or officers of Spectra Energy or its affiliates. Although our general partner has a
fiduciary duty to manage us in a manner beneficial to Spectra Energy and our unitholders, the directors and officers of
our general partner have a fiduciary duty to manage our general partner in a manner beneficial to Spectra Energy.
Therefore, conflicts of interest may arise between Spectra Energy and its affiliates, including our general partner, on
the one hand, and us and our unitholders, on the other hand. In resolving these conflicts of interest, our general partner
may favor its own interests and the interests of its affiliates over the interests of our unitholders. These conflicts
include, among others, the following situations:
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neither our partnership agreement nor any other agreement requires Spectra Energy to pursue a business strategy that
favors us. Spectra Energy’s directors and officers have a fiduciary duty to make these decisions in the best interests of

the owners of Spectra Energy, which may be contrary to our interests;
our general partner is allowed to take into account the interests of parties other than us, such as Spectra Energy and its

affiliates, in resolving conflicts of interest;
Spectra Energy and its affiliates are not limited in their ability to compete with us;
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our general partner may make a determination to receive a quantity of our Class B units in exchange for resetting the
target distribution levels related to its incentive distribution rights without the approval of the Conflicts Committee of
our general partner or our unitholders;

some officers of Spectra Energy who provide services to us also devote significant time to the business of Spectra
Energy and will be compensated by Spectra Energy for the services rendered to it;

our general partner has limited its liability and reduced its fiduciary duties, and has also restricted the remedies
available to our unitholders for actions that, without the limitations, might constitute breaches of fiduciary duty. By
purchasing common units, unitholders will be deemed to have consented to some actions and conflicts of interest that
might otherwise constitute a breach of fiduciary or other duties under applicable law;

our general partner determines the amount and timing of asset purchases and sales, borrowings, issuances of
additional partnership securities and reserves, each of which can affect the amount of cash that is distributed to
unitholders;

our general partner determines the amount and timing of any capital expenditures and, based on the applicable facts
and circumstances, whether a capital expenditure is classified as a maintenance capital expenditure (which reduces
operating surplus) or an expansion capital expenditure (which does not reduce operating surplus). This determination
can affect the amount of cash that is distributed to our unitholders;

our general partner determines which costs incurred by it and its affiliates are reimbursable by us;

in some instances, our general partner may cause us to borrow funds in order to permit the payment of cash
distributions, even if the purpose or effect of the borrowing is to make incentive distributions;

our partnership agreement does not restrict our general partner from causing us to pay it or our affiliates for any
services rendered to us or entering into additional contractual arrangements with any of these entities on our behalf;
our general partner intends to limit its liability regarding our contractual and other obligations and, in some
circumstances, is entitled to be indemnified by us;

our general partner may exercise its limited right to call and purchase common units if it and its affiliates own more
than 80% of the common units;

our general partner controls the enforcement of obligations owed to us by our general partner and its affiliates; and
our general partner decides whether to retain separate counsel, accountants or others to perform services for us.
Affiliates of our general partner, including Spectra Energy, DCP Midstream, LLC and DCP Midstream Partners, LP,
are not limited in their ability to compete with us, which could limit commercial activities or our ability to acquire
additional assets or businesses.

Neither our partnership agreement nor the omnibus agreement among us, Spectra Energy and others prohibits
affiliates of our general partner, including Spectra Energy, DCP Midstream, LLC and DCP Midstream Partners, LP,
from owning assets or engaging in businesses that compete directly or indirectly with us. In addition, Spectra Energy
and its affiliates may acquire, construct or dispose of additional transmission, storage and gathering or other assets in
the future, without any obligation to offer us the opportunity to purchase or construct any of those assets. Each of
these entities is a large, established participant in the midstream energy business and each has significantly greater
resources and experience than we have, which may make it more difficult for us to compete with these entities with
respect to commercial activities as well as for acquisition candidates. As a result, competition from these entities could
adversely affect our results of operations and available cash.

If a unitholder is not an Eligible Holder, such unitholder will not be entitled to receive distributions or allocations of
income or loss on common units and those common units will be subject to redemption at a price that may be below
the current market price.

In order to comply with certain FERC rate-making policies applicable to entities that pass through taxable income to
their owners, we have adopted certain requirements regarding those investors who may own our common and
subordinated units. Eligible Holders are individuals or entities subject to United States federal income taxation on the
income generated by us or entities not subject to United States federal income taxation on the income generated by us,
so long as all of the entity’s owners are subject to such taxation. If a unitholder is not a person who fits the
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requirements to be an Eligible Holder, such unitholder may not receive distributions or allocations of income and loss
on the unitholder’s units and the unitholder runs the risk of having the units redeemed by us at the lower of the
unitholder’s purchase price cost or the then-current market price. The redemption price will be paid in cash or by
delivery of a promissory note, as determined by our general partner.

Cost reimbursements to our general partner and its affiliates for services provided, which will be determined by our
general partner, will be substantial and will reduce our distributable cash flow.
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Pursuant to an omnibus agreement we entered into with Spectra Energy, our general partner and certain of their
affiliates, Spectra Energy will receive reimbursement from us for the payment of operating expenses related to our
operations and for the provision of various general and administrative services for our benefit, including costs for
rendering administrative staff and support services, and overhead allocated to us. These amounts will be determined
by our general partner in its sole discretion. Payments for these services will be substantial and will reduce the amount
of distributable cash flow. In addition, under Delaware partnership law, our general partner has unlimited liability for
our obligations, such as our debts and environmental liabilities, except for contractual obligations that are expressly
made without recourse to our general partner. To the extent our general partner incurs obligations on our behalf, we
are obligated to reimburse or indemnify it. If we are unable or unwilling to reimburse or indemnify our general
partner, our general partner may take actions to cause us to make payments of these obligations and liabilities. Any
such payments could reduce the amount of our cash otherwise available for distribution.

Our partnership agreement limits our general partner’s fiduciary duties to holders of our common units, and restricts
the remedies available to holders of our common units for actions taken by our general partner that might otherwise
constitute breaches of fiduciary duty.

Our partnership agreement contains provisions that reduce the fiduciary standards to which our general partner would
otherwise be held by state fiduciary duty laws. For example, our partnership agreement:

permits our general partner to make a number of decisions in its individual capacity, as opposed to in its capacity as
our general partner. This entitles our general partner to consider only the interests and factors that it desires, and it has
no duty or obligation to give any consideration to any interest of, or factors affecting us, our affiliates or any limited
partner;

provides that our general partner will not have any liability to us or our unitholders for decisions made in its capacity
as a general partner so long as it acted in good faith, meaning it believed the decision was in the best interests of our
partnership;

generally provides that affiliated transactions and resolutions of conflicts of interest not approved by the Conflicts
Committee of the board of directors of our general partner acting in good faith and not involving a vote of unitholders
must be on terms no less favorable to us than those generally being provided to or available from unrelated third
parties or must be “fair and reasonable” to us, as determined by our general partner in good faith. In determining
whether a transaction or resolution is “fair and reasonable,” the general partner may consider the totality of the
relationships between the parties involved, including other transactions that may be particularly advantageous or
beneficial to unitholders;

provides that our general partner and its officers and directors will not be liable for monetary damages to us, our
limited partners or assignees for any acts or omissions unless there has been a final and non-appealable judgment
entered by a court of competent jurisdiction determining that the general partner or those other persons acted in bad
faith or engaged in fraud or willful misconduct or, in the case of a criminal matter, acted with knowledge that the
conduct was criminal; and

provides that in resolving conflicts of interest, it will be presumed that in making its decision the general partner or its
Conlflicts Committee acted in good faith, and in any proceeding brought by or on behalf of any limited partner or us,
the person bringing or prosecuting such proceeding will have the burden of overcoming such presumption.

Our general partner may elect to cause us to issue Class B units to the general partner in connection with a resetting of
the target distribution levels related to the general partner’s incentive distribution rights without the approval of the
Conflicts Committee of the general partner or holders of our common units and subordinated units. This may result in
lower distributions to holders of our common units in certain situations.

Our general partner has the right, at a time when there are no subordinated units outstanding and it has received
incentive distributions at the highest level to which it is entitled (48%) for each of the prior four consecutive fiscal
quarters, to reset the initial cash target distribution levels at higher levels based on the distribution at the time of the
exercise of the reset election. Following a reset election by our general partner, the minimum quarterly distribution
amount will be reset to an amount equal to the average cash distribution amount per common unit for the two fiscal
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quarters immediately preceding the reset election (such amount is referred to as the “reset minimum quarterly
distribution”) and the target distribution levels will be reset to correspondingly higher levels based on percentage
increases above the reset minimum quarterly distribution amount.

In connection with resetting these target distribution levels, our general partner will be entitled to receive a number of
Class B units. The Class B units will be entitled to the same cash distributions per unit as our common units and will
be convertible into an equal number of common units. The number of Class B units to be issued will be equal to that
number of common units whose aggregate quarterly cash distributions equaled the average of the distributions to our
general partner on
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the incentive distribution rights in the prior two quarters. We anticipate that our general partner would exercise this
reset right in order to facilitate acquisitions or internal growth projects that would not be sufficiently accretive to cash
distributions per common unit without such conversion; however, it is possible that our general partner could exercise
this reset election at a time when it is experiencing, or may be expected to experience, declines in the cash
distributions it receives related to its incentive distribution rights and may therefore desire to be issued our Class B
units, which are entitled to receive cash distributions from us on the same priority as our common units, rather than
retain the right to receive incentive distributions based on the initial target distribution levels. As a result, a reset
election may cause our common unitholders to experience dilution in the amount of cash distributions that they would
have otherwise received had we not issued new Class B units to our general partner in connection with resetting the
target distribution levels related to our general partner incentive distribution rights.

Holders of our common units have limited voting rights and are not entitled to elect our general partner or its
directors, which could reduce the price at which the common units will trade.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting
our business and, therefore, limited ability to influence management’s decisions regarding our business. Unitholders
will not elect our general partner or its board of directors, and will have no right to elect our general partner or board
of directors on an annual or other continuing basis. The board of directors of our general partner, including the
independent directors, will be chosen entirely by its owners and not by the unitholders. Furthermore, if the unitholders
were dissatisfied with the performance of the general partner, they will have little ability to remove the general
partner. As a result of these limitations, the price at which the common units will trade could be diminished because of
the absence or reduction of a takeover premium in the trading price.

Even if holders of our common units are dissatisfied, they cannot presently remove our general partner without its
consent.

The unitholders will be unable to remove our general partner without its consent because the general partner and its
affiliates own sufficient units to be able to prevent its removal. The vote of the holders of at least 66 2/3% of all
outstanding units voting together as a single class is required to remove our general partner. As of January 31, 2016,
our general partner and its affiliates own 77% of our aggregate outstanding common units.

Our partnership agreement restricts the voting rights of unitholders owning 20% or more of our common units.

Our partnership agreement restricts unitholders’ voting rights by providing that any units held by a person that owns
20% or more of any class of units then outstanding, other than our general partner, its affiliates, their transferees and
persons who acquired such units with the prior approval of the board of directors of our general partner, cannot vote
on any matter. Our partnership agreement also contains provisions limiting the ability of unitholders to call meetings
or to acquire information about our operations, as well as other provisions limiting the unitholders’ ability to influence
the manner or direction of management.

If we are deemed an “investment company” under the Investment Company Act of 1940, it would adversely affect the
price of our common units and could have an adverse effect on our business.

Our assets include 100% ownership interests in various pipelines, as well as 50% equity interests in Gulfstream, SESH
and Steckman Ridge. If a sufficient amount of our assets that are comprised of equity investments, other assets
acquired in the future, are deemed to be “investment securities” within the meaning of the Investment Company Act of
1940, we would either have to register as an investment company under the Investment Company Act, obtain
exemptive relief from the SEC or modify the organizational structure or contract rights to fall outside the definition of
an investment company. Although general partner interests are typically not considered “securities” or “investment
securities,” there is a risk that our 50% general partner interest in Steckman Ridge could be deemed to be an investment
security. In that event, it is possible that our ownership of this interest, combined with all of our current equity
investments or assets acquired in the future, could result in us being required to register under the Investment
Company Act if we were not successful in obtaining exemptive relief or otherwise modifying the organizational
structure or applicable contract rights. Registering as an investment company could, among other things, materially
limit our ability to engage in transactions with affiliates, including the purchase and sale of certain securities or other
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property to or from our affiliates, restrict our ability to borrow funds or engage in other transactions involving
leverage and require us to add additional directors who are independent of us or our affiliates. The occurrence of some
or all of these events would adversely affect the price of the common units and could have an adverse effect on our
business.

Control of our general partner may be transferred to a third party without common unitholder consent.
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Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or
substantially all of its assets without the consent of the unitholders. Furthermore, our partnership agreement does not
restrict the ability of the owners of our general partner or its parent from transferring all or a portion of their respective
ownership interest in the general partner or its parent to a third party. The new owners of our general partner or its
parent would then be in a position to replace the board of directors and officers of its parent with its own choices and
thereby influence the decisions taken by the board of directors and officers.

Increases in interest rates could adversely affect our unit price and our ability to issue additional equity to make
acquisitions, incur debt or for other purposes.

In recent years, the U.S. credit markets have experienced 50-year record lows in interest rates. Interest rates on future
credit facilities and debt offerings could be higher than current levels, causing our financing costs to increase
accordingly. As with other yield-oriented securities, our unit price is affected by the level of our cash distributions and
implied distribution yield. Therefore, changes in interest rates may affect the yield requirements of investors who
invest in our units, and a rising interest rate environment could have an adverse effect on our unit price and the ability
to issue additional equity to make acquisitions, to incur debt or for other purposes.

We may issue additional units without our common unitholders’ approval, which would dilute our existing common
unitholders’ ownership interests.

Our partnership agreement does not limit the number of additional limited partner interests that we may issue at any
time without the approval of our unitholders. The issuance by us of additional common units or other equity securities
of equal or senior rank will have the following effects:

each unitholder’s proportionate ownership interest in us will decrease;

the amount of distributable cash flow on each unit may decrease;

the ratio of taxable income to distributions may increase;

the relative voting strength of each previously outstanding unit may be diminished; and

the market price of the common units may decline.

Spectra Energy and its affiliates may sell units in the public or private markets, which sales could have an adverse
effect on the trading price of the common units.

As of January 31, 2016, Spectra Energy and its affiliates hold an aggregate of 220,075,306 common units. The sale of
any of these units in the public or private markets could have an adverse effect on the price of the common units or on
any trading market that may develop.

Our general partner has a limited call right that may require our common unitholder to sell the units at an undesirable
time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner will
have the right, but not the obligation, which it may assign to any of its affiliates or to us, to acquire all, but not less
than all, of the common units held by unaffiliated persons at a price not less than their then-current market price. As a
result, our common unitholders may be required to sell their common units at an undesirable time or price and may
not receive any return on their investment. A common unitholder may also incur a tax liability upon a sale of their
units. As of January 31, 2016, our general partner and its affiliates own approximately 77% of our outstanding
common units.

Our common unitholders’ liability may not be limited if a court finds that unitholder action constitutes control of our
business.

A general partner of a partnership generally has unlimited liability for the obligations of the partnership, except for
those contractual obligations of the partnership that are expressly made without recourse to the general partner. We are
organized under Delaware law and conduct business in a number of other states. The limitations on the liability of
holders of limited partner interests for the obligations of a limited partnership have not been clearly established in
some of the states in which we do business. Our common unitholders could be liable for any and all of our obligations
as if our common unitholders were a general partner if a court or government agency determined that:

we were conducting business in a state but had not complied with that particular state’s partnership statute; or
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our common unitholders’ right to act with other unitholders to remove or replace the general partner, to approve some
amendments to our partnership agreement or to take other actions under our partnership agreement constitutes “control”
of our business.

Unitholders may have liability to repay distributions that were wrongfully distributed to them.

Under certain circumstances, unitholders may have to repay amounts wrongfully returned or distributed to them.
Under Section 17-607 of the Delaware Revised Uniform Limited Partnership Act, we may not make a distribution to
the unitholder if the distribution would cause our liabilities to exceed the fair value of our assets. Delaware law
provides that for a period of three years from the date of the impermissible distribution, limited partners who received
the distribution and who knew at the time of the distribution that it violated Delaware law will be liable to the limited
partnership for the distribution amount. Substituted limited partners are liable for the obligations of the assignor to
make contributions to the partnership that are known to the substituted limited partner at the time it became a limited
partner and for unknown obligations if the liabilities could be determined from the partnership agreement.

Liabilities to partners on account of their partnership interest and liabilities that are non-recourse to the partnership are
not counted for purposes of determining whether a distribution is permitted.

Tax Risks to Common Unitholders

Our tax treatment depends on our status as a partnership for federal income tax purposes, as well as not being subject
to a material amount of entity-level taxation by individual states. If the Internal Revenue Service (IRS) treats us as a
corporation or we become subject to a material amount of entity-level taxation for state tax purposes, it would
substantially reduce the amount of distributable cash flow.

The anticipated after-tax economic benefit of an investment in our common units depends largely on us being treated
as a partnership for federal income tax purposes. We have not requested, and do not plan to request, a ruling from the
IRS on this or any other tax matter affecting us.

If we were treated as a corporation for federal income tax purposes, we would pay federal income tax on our taxable
income at the corporate tax rate, which is currently a maximum of 35% and would likely pay state income tax at
varying rates. Distributions would generally be taxed again as corporate distributions, and no income, gains, losses or
deductions would flow through to the common unitholders. Because a tax would be imposed upon us as a corporation,
our distributable cash flow would be substantially reduced. Therefore, treatment of us as a corporation would result in
a material reduction in the anticipated cash flow and after-tax return to a common unitholder, likely causing a
substantial reduction in the value of our common units.

Current law may change so as to cause us to be treated as a corporation for federal income tax purposes or otherwise
subject us to entity-level taxation. In addition, because of widespread state budget deficits and other reasons, several
states are evaluating ways to subject partnerships to entity-level taxation through the imposition of state income,
franchise and other forms of taxation.

Our partnership agreement provides that if a law is enacted or existing law is modified or interpreted in a manner that
subjects us to taxation as a corporation or otherwise subjects us to entity-level taxation for federal, state or local
income tax purposes, the minimum quarterly distribution amount and the target distribution levels may be adjusted to
reflect the effect of that law.

The U.S. federal income tax treatment of publicly traded partnerships or an investment in our common units could be
subject to potential legislative, judicial, or administrative changes and differing interpretations, possibly on a
retroactive basis.

The present federal income tax treatment of publicly traded partnerships, including us, or an investment in our
common units may be modified by administrative or legislative action or judicial interpretation at any time. For
example, from time to time, members of the U.S. Congress propose and consider substantive changes to the existing
federal income tax laws that affect publicly traded partnerships. These changes could eliminate the Qualifying Income
Exception upon which we rely for our treatment as a partnership for U.S. federal income tax purposes or otherwise
make it difficult or impossible to be treated as a partnership for U.S. federal income tax purposes. Further, the
Treasury Department and the IRS issued proposed regulations interpreting the scope of the Qualifying Income
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Exception on May 5, 2015 (the Proposed Regulations). We believe the income that we treat as qualifying income
satisfies the requirements for qualifying income under the Proposed Regulations. However, the Proposed Regulations
could be changed before they are finalized and could take a position that is contrary to our
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interpretation of Section 7704 of the Internal Revenue Code. We are unable to predict whether any such legislative or
regulatory changes or other proposals will ultimately be enacted or adopted. However, it is possible that a change in
law could affect us and may be applied retroactively. Any such changes could negatively impact the value of an
investment in our units.

If for any reason we are taxable as a corporation in any taxable year, our items of income, gain, loss and deduction
would be taken into account by us, in determining the amount of our liability for federal income tax, rather than being
passed through to our unitholders. Our taxation as a corporation would materially reduce the cash available for
distribution to unitholders and thus would likely substantially reduce the value of our units. Any distribution made to a
unitholder at a time we are treated as a corporation would be (i) a taxable dividend to the extent of our current or
accumulated earnings and profits, then (ii) a nontaxable return of capital to the extent of the unitholder's adjusted tax
basis in its units (determined separately for each unit), and thereafter (iii) taxable capital gain.

If the tax authorities contest the federal income tax positions we take, it may adversely affect the market for our
common units, and the cost of any tax authority contest would reduce our distributable cash flow.

We have not requested a ruling from the IRS with respect to our treatment as a partnership for federal income tax
purposes or any other matter. The IRS may adopt positions that differ from our conclusions. It may be necessary to
resort to administrative or court proceedings to sustain some or all of our counsel’s conclusions or the positions we
take. A court may not agree with all of our conclusions or positions we take. Any contest with the IRS may materially
and adversely affect the market for our common units and the price at which they trade. In addition, the costs of any
contest with the IRS would be borne indirectly by the unitholders and our general partner because the costs would
reduce our distributable cash flow.

The unitholder may be required to pay taxes on the unitholder’s share of our income even if the unitholder does not
receive any cash distributions.

Because the unitholders are treated as partners to whom we allocate taxable income which could be different in
amount than the cash distributed, common unitholders are required to pay any federal income taxes and, in some
cases, state and local income taxes on the common unitholder’s share of taxable income even if the common
unitholders receive no cash distributions from us. The common unitholder may not receive cash distributions from us
equal to the unitholder’s share of taxable income or even equal to the actual tax liability that results from that income.
Tax gain or loss on disposition of our common units could be more or less than expected.

If the common unitholder sells its common units, the unitholder will recognize a gain or loss equal to the difference
between the amount realized and the common unitholder’s tax basis in those common units. Because distributions in
excess of the common unitholder’s allocable share of our net taxable income decrease the common unitholder’s tax
basis in the common units, the amount, if any, of such prior excess distributions with respect to the units the
unitholder sells will, in effect, become taxable income to the unitholder if the unitholder sells such units at a price
greater than the tax basis, even if the price the unitholder receives is less than the original cost. Furthermore, a
substantial portion of the amount realized, whether or not representing gain, may be taxed as ordinary income due to
potential recapture items, including depreciation recapture. In addition, because the amount realized includes the share
of our nonrecourse liabilities, if the common unitholder sells the units, the common unitholder may incur a tax
liability in excess of the amount of cash the unitholder receives from the sale.

Tax-exempt entities and foreign persons face unique tax issues from owning common units that may result in adverse
tax consequences to them.

Investment in common units by tax-exempt entities, such as individual retirement accounts (IRAs), other retirement
plans and non-U.S. persons raises issues unique to them. For example, virtually all of our income allocated to
organizations that are exempt from federal income tax, including IRAs and other retirement plans, will be unrelated
business taxable income and will be taxable to them. Distributions to non-U.S. persons will be reduced by withholding
taxes at the highest applicable effective tax rate, and non-U.S. persons will be required to file United States federal tax
returns and pay tax on their share of our taxable income. If the unitholder is a tax-exempt entity or a foreign person,
the unitholder should consult a tax advisor before investing in our common units.
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We treat each purchaser of our common units as having the same tax benefits without regard to the actual common
units purchased. The IRS may challenge this treatment, which could adversely affect the value of the common units.
Because we cannot match transferors and transferees of common units and because of other reasons, we have adopted
depreciation and amortization positions that may not conform to all aspects of existing U.S. Treasury Regulations. A
successful IRS challenge to those positions could adversely affect the amount of tax benefits available to the common
unitholder. It also
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could affect the timing of these tax benefits or the amount of gain from the sale of our common units and could have a
negative effect on the value of our common units or result in audit adjustments to the tax returns.

We have adopted certain valuation methodologies that may result in a shift of income, gain, loss and deduction
between the general partner and the unitholders. The IRS may challenge this treatment, which could adversely affect
the value of the common units.

When we issue additional units or engage in certain other transactions, we determine the fair market value of our
assets and allocate any unrealized gain or loss attributable to our assets to the capital accounts of the unitholders and
our general partner. Our methodology may be viewed as understating the value of our assets. In that case, there may
be a shift of income, gain, loss and deduction between certain unitholders and the general partner, which may be
unfavorable to such unitholders. Moreover, subsequent purchasers of common units may have a greater portion of
their Internal Revenue Code Section 743(b) adjustment allocated to our tangible assets and a lesser portion allocated
to our intangible assets. The IRS may challenge our valuation methods, or our allocation of the Section 743(b)
adjustment attributable to tangible and intangible assets, and allocations of income, gain, loss and deduction between
the general partner and certain of the unitholders.

A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or
loss being allocated to the unitholders. It also could affect the amount of gain from the unitholders’ sale of common
units and could have a negative effect on the value of the common units or result in audit adjustments to unitholders’
tax returns without the benefit of additional deductions.

The sale or exchange of 50% or more of our capital and profits interests during any twelve-month period will result in
the termination of the partnership for federal income tax purposes.

We will be considered to have terminated the partnership for federal income tax purposes if there is a sale or exchange
of 50% or more of the total interests in our capital and profits within a twelve-month period. Our termination would,
among other things, result in the closing of the taxable year for all unitholders and could result in a deferral of
depreciation deductions allowable in computing our taxable income.

We prorate our items of income, gain, loss and deduction between transferors and transferees of our units each month
based upon the ownership of our units on the first day of each month, instead of on the basis of the date a particular
unit is transferred. The IRS may challenge this treatment, which could change the allocation of items of income, gain,
loss and deduction among our unitholders.

We prorate our items of income, gain, loss and deduction between transferors and transferees of our units each month
based upon the ownership of our units on the first day of each month, instead of on the basis of the date a particular
unit is transferred. The use of this proration method may not be permitted under existing Treasury Regulations.
Recently, however, the U.S. Treasury Department issued proposed Treasury Regulations that provide a safe harbor
pursuant to which publicly traded partnerships may use a similar monthly simplifying convention to allocate tax items
among transferor and transferee unitholders. Nonetheless, the proposed regulations do not specifically authorize the
use of the proration method we have adopted. If the IRS were to challenge our proration method or new Treasury
Regulations were issued, we may be required to change the allocation of items of income, gain, loss and deduction
among our unitholders.

A unitholder whose units are loaned to a “short seller” to cover a short sale of units may be considered as having
disposed of those units. If so, the unitholder would no longer be treated for tax purposes as a partner with respect to
those units during the period of the loan and may recognize gain or loss from the disposition.

Because a unitholder whose units are loaned to a “short seller” to cover a short sale of units may be considered as having
disposed of the loaned units, the unitholder may no longer be treated for tax purposes as a partner with respect to those
units during the period of the loan to the short seller and the unitholder may recognize gain or loss from such
disposition. Moreover, during the period of the loan to the short seller, any of our income, gain, loss or deduction with
respect to those units may not be reportable by the unitholder and any cash distributions received by the unitholder as
to those units could be fully taxable as ordinary income. Unitholders desiring to assure their status as partners and
avoid the risk of gain recognition from a loan to a short seller are urged to modify any applicable brokerage account
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agreements to prohibit their brokers from borrowing and lending their units.

A common unitholder will likely be subject to state and local taxes and return filing requirements in states where the
common unitholder does not live as a result of investing in our common units.

In addition to federal income taxes, a common unitholder will likely be subject to other taxes, including foreign, state
and local taxes, unincorporated business taxes and estate, inheritance or intangible taxes that are imposed by the
various
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jurisdictions in which we do business or own property, even if the common unitholder does not live in any of those
jurisdictions. The common unitholder will likely be required to file foreign, state and local income tax returns and pay
state and local income taxes in some or all of these jurisdictions. Further, the common unitholder may be subject to
penalties for failure to comply with those requirements. It is the common unitholder’s responsibility to file all United
States federal, foreign, state and local tax returns. Our counsel has not rendered an opinion on the foreign, state or
local tax consequences of an investment in the common units.
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Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

At December 31, 2015, we had over 100 primary facilities located in the United States and Canada. We generally own
sites associated with our major pipeline facilities, such as compressor stations. However, we generally operate our
transmission pipelines using rights of way pursuant to easements to install and operate pipelines, but we do not own
the land. Except as described in Part II. Item 8. Financial Statements and Supplementary Data, Note 13 of Notes to
Consolidated Financial Statements, none of our properties were secured by mortgages or other material security
interests at December 31, 2015.

Our principal executive offices are located at 5400 Westheimer Court, Houston, Texas 77056, which is a facility
leased by Spectra Energy. We also maintain offices in, among other places, Calgary, Alberta. For a description of our
material properties, see Item 1. Business.

Item 3. Legal Proceedings.

We have no material pending legal proceedings that are required to be disclosed hereunder. See Note 16 of Notes to
Consolidated Financial Statements for discussions of other legal proceedings.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART II.
Item 5. Market for Registrant’s Common Equity, Related Unitholder Matters and Issuer Purchases of Equity Securities.
Our common units are listed on the NYSE under the symbol “SEP.” The following table sets forth the high and low
intra-day sales prices for our common units during the periods indicated, as reported by the NYSE, and the amount of
the quarterly cash distributions we paid on each of our common units.
Common Unit Data by Quarter

Distributions Paid in the Quartkinit Price Range (a)

per Common Unit High Low

2015

First Quarter $ 0.58875 $58.56 $49.13
Second Quarter 0.60125 55.95 45.51
Third Quarter 0.61375 52.49 38.25
Fourth Quarter 0.62625 47.98 36.21
2014

First Quarter $ 0.54625 $51.00 $41.53
Second Quarter 0.55625 57.56 48.10
Third Quarter 0.56625 57.69 50.67
Fourth Quarter 0.57625 60.07 47.01

(a) Unit prices represent the intra-day high and low price.

As of January 31, 2016, there were approximately 36 holders of record of our common units. A cash distribution to
unitholders of $0.63875 per limited partner unit was declared on February 3, 2016 and is payable on February 26,
2016, which is a $0.0125 per limited partner unit increase over the cash distribution of $0.62625 per limited partner
unit paid on November 25, 2015.
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Unit Performance Graph

The following graph reflects the comparative changes in the value from January 1, 2011 through December 31, 2015
of $100 invested in (1) Spectra Energy Partners’ common units, (2) the Standard & Poor’s 500 Stock Index, and (3) the
Alerian MLP Index. The amounts included in the table were calculated assuming the reinvestment of distributions, at
the time distributions were paid.

January 1, December 31,

2011 2011 2012 2013 2014 2015
Spectra Energy Partners $100.00 $103.09 $107.06 $163.65 $214.63 $188.82
S&P 500 Stock Index 100.00 102.11 118.45 156.82 178.28 180.75
Alerian MLP Index 100.00 113.88 119.34 152.26 159.57 107.57

Distributions of Available Cash

General. Our partnership agreement requires that, within 60 days after the end of each quarter, we distribute all of our
Available Cash, as defined in the partnership agreement, to unitholders of record on the applicable record date.
Minimum Quarterly Distribution. The Minimum Quarterly Distribution, as set forth in the partnership agreement, is
$0.30 per limited partner unit per quarter, or $1.20 per limited partner unit per year. The quarterly distribution as of
February 3, 2016 is $0.63875 per limited partner unit, or $2.555 per limited partner unit annualized. There is no
guarantee that this distribution rate will be maintained or that we will pay the Minimum Quarterly Distribution on the
units in any quarter. Even if our cash distribution policy is not modified or revoked, the amount of distributions paid
under our policy and the decision to make any distribution is determined by our general partner, taking into
consideration the terms of the partnership agreement.

General Partner Interest and Incentive Distribution Rights. Our general partner is entitled to 2% of all quarterly
distributions since inception. This general partner interest is represented by 5,819,342 general partner units. Our
general partner has the right, but not the obligation, to contribute a proportionate amount of capital to us to maintain
its current general partner interest. The general partner’s initial 2% interest in these distributions will be reduced if we
issue additional units in the future and our general partner does not contribute a proportionate amount of capital to
maintain its 2% general partner interest. Our general partner contributed $11 million in 2015, $7 million in 2014 and
$159 million in 2013 to maintain its 2% interest.

Our general partner also currently holds incentive distribution rights that entitle it to receive increasing percentages of
the cash we distribute from operating surplus in excess of $0.345 per unit per quarter, up to a maximum of 50%. The
maximum incentive distribution right of 50% was achieved in 2015, 2014, and 2013. The maximum distribution of
50% includes distributions paid to our general partner on its 2% general partner interest and assumes that our general
partner maintains its general partner interest at 2%. The maximum distribution of 50% does not include any
distributions that our general partner may receive on common units that it owns.
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There will be a reduction in the aggregate quarterly distributions, if any, to Spectra Energy, (as holder of incentive
distribution rights), by $4 million per quarter for a period of 12 consecutive quarters commencing with the quarter
ending on December 31, 2015 and ending with the quarter ending on September 30, 2018 as a result of the sale of our
interests in Sand Hills and Southern Hills to Spectra Energy. See Note 2 in the Notes to Consolidated Financial
Statements for more information.

Equity Compensation Plans

For information related to our equity compensation plans, see Item 12. Security Ownership of Certain Beneficial
Owners and Management and Related Unitholder Matters.

Item 6. Selected Financial Data.

The following selected financial data should be read in conjunction with Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations and Item 8. Financial Statements and Supplementary Data.
The Express-Platte acquisition and the U.S. Assets Dropdown have been accounted for as acquisitions under common
control, resulting in the recast of our prior results. See Note 2 of Notes to Consolidated Financial Statements for
further discussion of the transactions.

Years Ended December 31,
2015 2014 2013 2012 2011
(Unaudited)

(in millions, except per-unit amounts)
Statements of Operations

Operating revenues $2,455 $2,269 $1,965 $1,754 $1,746
Operating income 1,273 1,136 973 897 880
Net income—noncontrolling interests 40 23 16 15 15
Net income—controlling interests (a) 1,225 1,004 1,070 580 570

Limited Partner Unit Data
Net income per limited partner unit—basic and diluted (b) $3.30 $2.84 $4.25 $1.69 $1.63
Distributions paid per limited partner unit 243 2.245 2.02125 1.93 1.845

@ Includes a $354 million benefit related to the elimination of accumulated deferred income tax liabilities in 2013.
See Note 6 of Notes to Consolidated Financial Statements for further discussion.
Earnings related to the U.S. Assets Dropdown for periods prior to November 1, 2013 were allocated entirely to the
(b) general partner in calculating Net income per limited partner unit. See Note 7 of Notes to Consolidated Financial
Statements for further discussion.
December 31,
2015 2014 2013 2012 2011
(Unaudited)
(in millions)
Balance Sheets

Total assets $18,851 $17,778 $16,776  $13,871 $12,434
Long-term debt, less current maturities 5,845 5,134 5,160 3,091 2,062
Notes payable—affiliates — — — 4,185 3,911
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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 Item 8. Financial Statements and
Supplementary Data.

The Express-Platte acquisition and the U.S. Assets Dropdown have been accounted for as acquisitions under common
control, resulting in the recast of our prior results, excluding distributable cash flow. See Note 2 of Notes to
Consolidated Financial Statements for further discussion of the transactions.

EXECUTIVE OVERVIEW

We reported net income from controlling interests of $1,225 million in 2015 compared with $1,004 million in 2014
mainly due to expansion projects, primarily on Texas Eastern, and higher transportation revenues due to higher tariff
rates and volumes on the Express and Platte pipelines. Distributable cash flow was $1,205 million in 2015 compared
with $1,055 million in 2014.

We increased our quarterly cash distribution each quarter in 2015, from $0.58875 per limited partner unit for the
fourth quarter of 2014 which was paid in February 2015, to $0.63875 per unit for the fourth quarter of 2015 which is
payable on February 26, 2016. We intend to increase our quarterly distribution by at least one and a quarter cents per
unit each quarter through 2018. The declaration and payment of distributions is subject to the sole discretion of our
Board of Directors and depends upon many factors, including the financial condition, earnings and capital
requirements of our operating subsidiaries, covenants associated with certain debt obligations, legal requirements,
regulatory constraints, our partnership agreement and other factors deemed relevant by our Board of Directors.

We invested $2.0 billion of capital and investment expenditures in 2015, including $1.7 billion of expansion and
investment capital expenditures. We continue to foresee significant expansion capital spending over the next several
years, with approximately $2.4 billion planned for 2016, excluding contributions from noncontrolling interests. We
will rely upon cash flows from operations, including cash distributions received from our equity investments, and
various financing transactions, which may include issuances of short-term and long-term debt, to fund our liquidity
and capital requirements for 2016. Given that we expect to continue to pursue expansion opportunities over the next
several years, capital resources will continue to include long-term borrowings and possibly unit issuances. We expect
to maintain an investment-grade capital structure and liquidity profile that supports our strategic objectives. Therefore,
we will continue to monitor market requirements and our liquidity, and make adjustments to these plans, as needed.
We are committed to an investment-grade balance sheet and continued prudent financial management of our capital
structure. Therefore, financing these growth activities will continue to be based on our strong and growing fee-based
earnings and cash flows as well as the issuances of debt and/or equity securities. As of December 31, 2015, we have
access to a $2.0 billion revolving credit facility which is used principally as a back-stop for our commercial paper
program.

Our Strategy. Our strategy is to create superior and sustainable value for our investors, customers, employees and
communities by delivering natural gas and crude oil infrastructure to premium markets. We will grow our business
through organic growth, greenfield expansions and strategic acquisitions, with a steadfast focus on safety, reliability,
customer responsiveness and profitability. We intend to accomplish this by:

*Building off the strength of our asset base.

*Maximizing that base through sector leading operations and service.

*Effectively executing the projects we have secured.

*Securing new growth opportunities that add value for our investors within each of our business segments.
*Expanding our value chain participation into complementary infrastructure assets.

Natural gas supply dynamics continue to rapidly change, and there is general recognition that natural gas can be an
effective solution for meeting the energy needs of North America and beyond. This causes us to be optimistic about
future growth opportunities. Identified opportunities include growth in gas-fired power generation and industrial
markets, LNG exports from North America, growth related to moving new sources of gas supplies to markets
(including exports) and significant new liquids pipeline infrastructure. With our advantage of providing continuous
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through to the last mile of pipe in growing natural gas and crude oil markets, we expect to continue expanding our
assets and operations to meet the evolving needs of our customers.

Crude oil supply dynamics continue to evolve as North American oil production has shifted from growth to decline. In
recent years, growing North American crude oil production has displaced more expensive imports from overseas
which drove increased demand for crude oil transportation and logistics. Although depressed global crude oil prices
have resulted in declining North American oil production at this time, lower prices are also stimulating new demand
which will also show up over the next couple years. This natural cycle along with the realization of significant crude
oil resources in North America which has enabled the removal of the crude oil export ban allows us to remain
confident about prospects for long-term growth in North American oil production and our ability to capture future
opportunities to grow our crude oil pipeline business.

Successful execution of our strategy will depend on successfully maintaining our leadership as a safe and reliable
operator and the successful execution of our capital projects. Continued growth and new opportunities will be
determined by key factors, such as the continued production and the consumption of natural gas and crude oil within
North America and our ability to provide creative solutions to meet the markets' evolving energy needs in both North
America and beyond.

We continue to be actively engaged in the national discussions in both the United States and Canada regarding energy
policy and have taken a lead role in shaping policy as it relates to pipeline safety and operations.

Significant Economic Factors For Our Business. Our regulated businesses are generally economically stable and are
not significantly affected in the short-term by changing commodity prices. However, all of our businesses can be
negatively affected in the long term by sustained downturns in the economy or prolonged decreases in the demand for
crude oil and/or natural gas, all of which are beyond our control and could impair our ability to meet long-term goals.
Most of our revenues are based on regulated tariff rates, which include the recovery of certain fuel costs. Lower
overall economic output would reduce the volume of natural gas transmitted and gathered and processed at our plants,
and the volume of crude oil transported, resulting in lower earnings and cash flows. This decline would primarily
affect gathering revenues, potentially in the short term. Transmission revenues could be affected by long-term
economic declines resulting in the non-renewal of long-term contracts at the time of expiration. Pipeline transmission
and storage customers continue to renew most contracts as they expire.

Our combined key natural gas markets—the northeastern and the southeastern United States—are projected to continue to
exhibit higher than average annual growth in natural gas demand versus the North American and continental United
States average growth rates through 2019. This demand growth is primarily driven by the natural gas-fired electricity
generation sector and other new industrial gas demands, including LNG. The natural gas industry is currently
experiencing a significant shift in the sources of supply, and this dramatic change is affecting our growth strategies.
Traditionally, supply to our markets has come from the Gulf Coast region, both onshore and offshore. The national
supply profile is shifting to new sources of gas from natural gas shale basins in the Rockies, Midcontinent,
Appalachia, Texas and Louisiana. These supply shifts are shaping the growth strategies that we 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.” Recent community and political pressures have arisen around the
production processes associated with extracting natural gas from the natural gas shale basins. Although we continue to
believe that natural gas will remain a viable energy solution for the U.S., these pressures could increase costs and/or
cause a slowdown in the production of natural gas from these basins, and therefore, could negatively affect our growth
plans.

Our key crude oil markets include the Rocky Mountain and Midwest states with growing connectivity to the Gulf
Coast of the United States. Growth in our business is dependent on growing crude oil supply from North American
sources and the ability of that supply to compete with imported crude oil from overseas. While the recent decline in
crude oil prices has not adversely affected our existing crude oil pipeline business, it does adversely affect producers'
ability to grow or even sustain current production. While we do expect oil prices to recover, the current low price
environment will challenge the economic viability or need for any new significant infrastructure. As global demand
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for crude oil grows and with the ability to export crude, we do expect growth potential in North American to return.
Sustained low oil prices could eventually have a negative impact on our current business and associated growth
opportunities.

The shift to and increase in natural gas supply have resulted in declines in the price of natural gas in North America.

As aresult, a shift occurred to extraction of gas in richer, "wet" gas areas with higher natural gas liquids (NGL)
content which depressed activity in "dry" fields like the Fayetteville Shale formation where our Ozark assets are
located. This, in turn, contributed to a resulting over-supply of pipeline take-away capacity in these areas. As the
balance of supply and demand evolves, we expect activity in these areas to push prices higher. However, should
supply and demand not come into balance, our businesses there may be subject to further possible impairment. The
supply increase has also had a negative impact on the
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seasonal price spreads historically seen between the summer and winter months. As a result, the value of storage
assets and contracts has declined in recent years, negatively impacting the results of our storage facilities. While we
expect storage values to stabilize and strengthen in the future, should these market factors continue to keep downward
pressure on the seasonality spread and re-contracting, we could be subject to further reduced value and possible
impairment of our storage assets.

Our businesses in the United States and Canada are subject to laws and regulations on the federal, state and provincial
levels. Regulations applicable to the natural gas transmission, crude oil transportation and storage industries have a
significant effect on the nature of the businesses and the manner in which they operate. Changes to regulations are
ongoing and we cannot predict the future course of changes in the regulatory environment or the ultimate effect that
any future changes will have on our businesses.

These laws and regulations can result in increased capital, operating and other costs. Environmental laws and
regulations generally require us to obtain and comply with a wide variety of environmental licenses, permits,
inspections and other approvals. Compliance with environmental laws and regulations can require significant
expenditures, including expenditures for cleanup costs and damages arising out of contaminated properties. In
particular, compliance with major Clean Air Act regulatory programs may cause us to incur significant capital
expenditures to obtain permits, evaluate offsite impacts of our operations, install pollution control equipment, and
otherwise assure compliance.

Our interstate pipeline operations are subject to pipeline safety laws and regulations administered by PHMSA of the
U.S. Department of Transportation. These laws and regulations require us to comply with a significant set of
requirements for the design, construction, maintenance and operation of our interstate pipelines.

PHMSA is designing an Integrity Verification Process intended to create standards to verify maximum allowable
operating pressure, and to improve and expand integrity management processes. There remains uncertainty as to how
these standards will be implemented, but it is expected that the changes will impose additional costs on new pipeline
projects as well as on existing operations. In this climate of increasingly stringent regulation, pipeline failures or
failures to comply with applicable regulations could result in reduction of allowable operating pressures as authorized
by PHMSA, which would reduce available capacity on our pipelines. Should any of these risks materialize, it may
have an adverse effect on our operations, earnings, financial condition or cash flows.

Additionally, investments and projects located in Canada expose us to risks related to Canadian laws, taxes, economic
conditions, fluctuations in currency rates, political conditions and policies of the Canadian government. During the
past several years, the Canadian dollar has fluctuated compared to the U.S. dollar, which affected earnings to varying
degrees for brief periods. Changes in the exchange rate or any other factors are difficult to predict and may affect our
future results.

Our strategic objectives include a critical focus on capital expansion projects that will require access to capital
markets. An inability to access capital at competitive rates could affect our ability to implement our strategy. Market
disruptions or a downgrade in our credit ratings may increase the cost of borrowings or affect our ability to access one
or more sources of liquidity.

During the past few years, capital expansion projects have been exposed to cost pressures associated with the pricing
of materials and challenges associated with ensuring the protection of our environment and continual safety
enhancements to our facilities. We maintain a strong focus on project management activities to address these
pressures as we move forward with planned expansion opportunities. Significant cost increases could negatively affect
the returns ultimately earned on current and future expansions.

For further information related to management’s assessment of our risk factors, see Part I. Item 1A. Risk Factors.

42

61



Edgar Filing: Spectra Energy Partners, LP - Form 10-K

Table of Contents

RESULTS OF OPERATIONS

2015 2014 2013

(in millions)
Operating revenues $2,455 $2,269 $1,965
Operating expenses 1,182 1,133 992
Operating income 1,273 1,136 973
Earnings from equity investments 167 133 89
Other income and expenses, net 76 31 59
Interest expense 239 238 383
Earnings before income taxes 1,277 1,062 738
Income tax expense (benefit) 12 35 (348 )
Net income 1,265 1,027 1,086
Net income—noncontrolling interests 40 23 16
Net income—controlling interests $1,225 $1,004 $1,070

2015 Compared to 2014
Operating Revenues. The $186 million increase was driven by:
revenues from expansion projects, primarily on Texas Eastern and East Tennessee,
higher crude oil transportation revenues, as a result of increased tariff rates mainly on the Express pipeline and higher
volumes on both the Express and Platte pipelines, and
higher recoveries of electric power and other costs passed through to gas transmission customers, partially offset by
{ower processing revenues primarily due to lower prices, net of higher volumes,
lower inventory settlement revenues due to sales of excess tank oil in 2014 and lower crude oil prices on the Express
and Platte pipelines,
lower natural gas transportation revenues mainly from short-term firm and interruptible transportation on Texas
Eastern and other revenue on East Tennessee, net of higher firm transportation on Algonquin, and
{ower storage revenues due to lower rates.
Operating Expenses. The $49 million increase was driven mainly by:
higher electric power and other costs passed through to gas transmission customers,
a non-cash impairment charge on Ozark Gas
Gathering,

higher operating costs, and

higher power costs due to higher usage, net of lower rates on the Express pipeline, partially offset

by
dower ad valorem tax accruals,
tower employee benefit costs, and
{ower project development costs.
Earnings from Equity Investments. The $34 million increase was mainly attributable to higher earnings from Sand
Hills due to increased volumes and the dropdown of an additional 24.95% ownership interest in SESH in November
2014.
Other Income and Expenses, Net. The $45 million increase was mainly attributable to higher allowance for funds used
during construction (AFUDC) from higher capital spending on expansion projects.
Interest Expense. The $1 million increase was driven mainly by higher average long-term debt balances, mostly offset
by higher capitalized interest due to higher capital spending on expansion projects and lower average interest rates.
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Income Tax Expense. The $23 million decrease mainly reflects a 2014 adjustment to deferred income tax liabilities, as
a result of the final purchase price adjustments related to the acquisition of Express-Platte.

2014 Compared to 2013

Operating Revenues. The $304 million increase was driven by:

revenues from expansion projects, primarily on Texas Eastern,

the acquisition of Express-Platte in March 2013,

tncreased natural gas transportation revenues due to new contracts mainly on Texas Eastern and Algonquin,

higher crude oil transportation revenues for both Express and Platte pipelines mainly as a result of increased tariff
rates and higher revenue volumes, and

higher processing revenues mainly due to volumes, partially offset by

a decrease in gas storage revenues due to lower rates.

Operating Expenses. The $141 million increase was driven mainly by:

operating costs from Express-Platte,

expansion projects, primarily on Texas Eastern,

higher allocated governance costs associated with the U.S. Assets Dropdown, and

higher depreciation on Express-Platte and expansion projects.

Earnings from Equity Investments. The $44 million increase was mostly attributable to higher earnings due to the
continued ramp up of volumes on Sand Hills and Southern Hills.

Other Income and Expenses. The $28 million decrease was mainly attributable to lower AFUDC resulting from
decreased capital spending on expansion projects.

Interest Expense. The $145 million decrease was driven mainly by:

the restructuring of an intercompany loan contributed to us as part of the U.S. Assets Dropdown, partially offset by
higher debt balances attributable to a $1.9 billion debt issuance in late September 2013, primarily related to the U.S.
Assets Dropdown, and

{ower capitalized interest resulting from projects placed in service in 2013.

Income Tax Expense. The $383 million increase was mainly due to the elimination of deferred income tax liabilities
as a result of the U.S. Assets Dropdown and resulting changes in tax status of certain entities in 2013.

For a more detailed discussion of earnings drivers, see the segment discussions that follow.

Segment Results

Management evaluates segment performance based on EBITDA transactions. Cash, cash equivalents and investments
are managed centrally, so the gains and losses on foreign currency remeasurement, and interest and dividend income,
are excluded from the segments’ EBITDA. We consider segment EBITDA to be a good indicator of each segment’s
operating performance from its continuing operations, as it represents the results of our operations without regard to
financing methods or capital structures. Our segment EBITDA may not be comparable to similarly titled measures of
other companies because other companies may not calculate EBITDA in the same manner.

Our U.S. Transmission business primarily provides transmission and storage of natural gas for customers in various
regions of the northeastern and southeastern United States. Our Liquids business provides transportation of crude oil
for customers in central United States and Canada.
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Segment EBITDA is summarized in the following table. Detailed discussions follow.
EBITDA by Business Segment

2015 2014 2013

(in millions)
U.S. Transmission $1,599 $1,415 $1,279
Liquids 283 240 132
Total reportable segment EBITDA 1,882 1,655 1,411
Other (66 ) (64 ) (27 )
Total reportable segment and other EBITDA 1,816 1,591 1,384
Depreciation and amortization 295 288 262
Interest expense 239 238 383
Interest income and other (5 ) (3 ) (1 )
Earnings before income taxes $1,277 $1,062 $738

The amounts discussed below are after eliminating intercompany transactions.
U.S. Transmission

Increase Increase
2015 2014 (Decrease) 2013 (Decrease)
(in millions)
Operating revenues $2,087 $1,939 $148 $1,727 $212
Operating expenses
Operating, maintenance and other 680 647 33 594 53
Other income and expenses 192 123 69 146 23 )
EBITDA $1,599 $1,415 $184 $1,279 $136
2015 Compared to 2014

Operating Revenues. The $148 million increase was driven by:

& $137 million increase due to expansion projects, primarily on Texas Eastern and East Tennessee, and

2 $43 million increase in recoveries of electric power and other costs passed through to customers, partially offset by
a $22 million decrease in processing revenues primarily due to lower prices, net of higher volumes,

an $8 million decrease in natural gas transportation revenues mainly from short-term firm and interruptible
transportation on Texas Eastern and other revenue on East Tennessee, net of higher firm transportation on Algonquin,
and

2 $6 million decrease in storage revenues due to lower rates.

Operating Expenses. The $33 million increase was driven by:

2 $43 million increase in electric power and other costs passed through to customers,

2 $9 million increase due to a non-cash impairment charge on Ozark Gas Gathering, and

an $8 million increase in operating costs, net of employee benefit costs, partially offset by

& $21 million decrease in ad valorem tax accruals, and

2 $5 million decrease from project development costs expensed in 2014.

Other Income and Expenses. The $69 million increase was mainly due to higher AFUDC from higher capital spending
on expansion projects and higher equity earnings mainly due to the dropdown of an additional 24.95% interest in
SESH in November 2014.
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2014 Compared to 2013

Operating Revenues. The $212 million increase was driven by:

2 $168 million increase due to expansion projects, primarily on Texas Eastern,

a $44 million increase due to higher natural gas transportation revenues due to new contracts mainly on Texas Eastern
and Algonquin,

2 $19 million increase due to higher processing revenues mainly due to volumes, and

2 $7 million increase in recoveries of electric power and other costs passed through to customers, partially offset by

a $25 million decrease in gas storage revenues due to lower rates.

Operating Expenses. The $53 million increase was driven by:

2 $33 million increase from expansion projects, primarily on Texas Eastern,

2 $10 million increase in operating costs mostly due to repairs and maintenance,

2 $7 million increase in electric power and other costs passed through to customers, and

2 $3 million increase from project development costs expensed in 2014.

Other Income and Expenses. The $23 million decrease was primarily due to lower AFUDC resulting from decreased
capital spending on expansion projects.

Matters Affecting Future U.S. Transmission Results

We plan to continue earnings growth through capital efficient projects, such as transportation and storage expansion to
support a two-pronged “supply push” / “market pull” strategy, as well as continued focus on optimizing the performance
of the existing operations through organizational efficiencies and cost control. “Supply push” is when producers agree to
pay to transport specified volumes of natural gas in order to support the construction of new pipelines or the expansion
of existing pipelines. “Market pull” is taking gas away from established liquid supply points and building pipeline
transportation capacity to satisfy end-user demand in new markets or demand growth in existing markets. Future
earnings growth will be dependent on the success of our expansion plans in both the market and supply areas of the
pipeline network, which includes, among other things, shale gas exploration and development areas, the ability to
continue renewing service contracts and continued regulatory stability. Natural gas storage prices have recently been
challenged as a result of increasing natural gas supply and narrower seasonal price spreads.

Gas supply and demand dynamics continue to change as a result of the development of new non-conventional shale
gas supplies. The increase in natural gas supply has resulted in declines in the price of natural gas in North America.
As aresult, a shift occurred to extraction of gas in richer, "wet" gas areas with higher NGL content which depressed
activity in "dry" fields like the Fayetteville Shale formation where our Ozark assets are located. This, in turn,
contributed to a resulting over-supply of pipeline take-away capacity in these areas. As the balance of supply and
demand evolves, we expect activity in these areas to push prices higher. However, should supply and demand not
come into balance, our businesses there may be subject to further possible impairment. The supply increase has also
had a negative impact on the seasonal price spreads historically seen between the summer and winter months. The
value of storage assets and contracts has declined in recent years, negatively affecting the results of our storage
facilities. While we expect storage values to stabilize and strengthen in the future, should these market factors
continue to keep downward pressure on the seasonality spread and re-contracting, we could be subject to further
reduced value and possible impairment of our storage assets.

Our interstate pipeline operations are subject to pipeline safety regulations administered by PHMSA of the DOT.
These laws and regulations require us to comply with a significant set of requirements for the design, construction,
maintenance and operation of our interstate pipelines.

PHMSA is designing an Integrity Verification Process intended to create standards to verify maximum allowable
operating pressure, and to improve and expand integrity management processes. There remains uncertainty as to how
these standards will be implemented, but it is expected that the changes will impose additional costs on new pipeline
projects as well as on existing operations. In this climate of increasingly stringent regulation, pipeline failures or
failures to comply with applicable regulations could result in a reduction of allowable operating pressures as
authorized by PHMSA, which would reduce available capacity on our pipelines. Should any of these risks materialize,
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Liquids
Increase Increase
2015 2014 (Decrease) 2013 (Decrease)
(in millions)
Operating revenues $368 $330 $38 $238 $92
Operating expenses
Operating, maintenance and other 141 134 7 109 25
Other income and expenses 56 44 12 3 41
EBITDA $283 $240 $43 $132 $108
Express pipeline revenue receipts, MBbl/d (a,b) 239 223 16 219 4
Platte PADD II deliveries, MBbl/d (b) 162 170 8 ) 168 2

(a) Thousand barrels per day.

(b) Data includes activity since March 14, 2013, the date of the acquisition of Express-Platte by Spectra Energy.
On October 30, 2015, Spectra Energy acquired our 33.3% ownership interests in Sand Hills and Southern Hills.
Results presented herein include Express-Platte since March 14, 2013, the date of Spectra Energy's acquisition, and
Sand Hills and Southern Hills through October 30, 2015, the date of Spectra Energy's acquisition.

2015 Compared to 2014

Operating Revenues. The $38 million increase in operating revenues was driven by:

a $54 million increase in crude oil transportation revenues, as a result of increased tariff rates mainly on the Express
pipeline and higher volumes on both the Express and Platte pipelines, partially offset by

an $18 million decrease in inventory settlement revenues due to sales of excess tank oil in 2014 and lower crude oil
prices on the Express and Platte pipelines.

Operating Expenses. The $7 million increase in operating expenses was primarily driven by higher ad valorem taxes
and power costs.

Other Income and Expenses. The $12 million increase was primarily due to higher earnings from Sand Hills due to
increased volumes, partially offset by the disposition of Sand Hills and Southern Hills on October 30, 2015.

2014 Compared to 2013

Operating Revenues. The $92 million increase in operating revenues was driven by:

2 $68 million increase primarily due to the acquisition of Express-Platte, and

2 $26 million increase in crude oil transportation revenues for both Express and Platte pipelines, as a result of
increased tariff rates and higher revenue volumes.

Operating Expenses. The $25 million increase in operating expenses was attributable mainly to the acquisition of
Express-Platte.

Other Income and Expenses. The $41 million increase was primarily due to higher earnings from the continued ramp
up of volumes on Sand Hills and Southern Hills.

Matters Affecting Future Liquids Results

We plan to continue earnings growth by maximizing throughput on all sections of the pipeline systems. This entails
connecting, where possible, to rail or barge terminals to extend the market reach of the pipeline to refinery-customers
beyond the end of the pipeline. This also includes optimizing pipeline and storage operations and expanding terminal
operations where appropriate.

Future earnings growth will be dependent on the success in renewing existing contracts or in securing new supply and
market for all pipelines. This will require ongoing increases in supply of crude oil and continued access to attractive
markets.
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See Matters Affecting Future U.S. Transmission Results for discussions of the Pipeline Safety, Regulatory Certainty,
and Job Creation Act of 2011 and PHMSA, which are also applicable to the Liquids segment.
Other

Increase Increase
2015 2014 (Decrease) 2013 (Decrease)
(in millions)
Operating expenses $66 $64 $2 $27 $37
EBITDA $(66 ) $(64 ) $Q2 ) $(27 ) $(37 )

2015 Compared to 2014

Operating Expenses. The $2 million increase was driven by higher direct costs, mostly offset by lower allocated
governance costs.

2014 Compared to 2013

Operating Expenses. The $37 million increase was driven by higher allocated governance costs associated with the
assets in the U.S. Assets Dropdown, which was effective on November 1, 2013, partially offset by related transaction
costs.
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Distributable Cash Flow

We define Distributable Cash Flow as EBITDA plus

distributions from equity investments,

other non-cash items affecting net income, less

earnings from equity investments,

tnterest expense,

equity AFUDC,

net cash paid for income taxes,

distributions to noncontrolling interests, and

maintenance capital expenditures.

Distributable Cash Flow does not reflect changes in working capital balances. Distributable Cash Flow should not be
viewed as indicative of the actual amount of cash that we plan to distribute for a given period.

Distributable Cash Flow is the primary financial measure used by our management and by external users of our
financial statements to assess the amount of cash that is available for distribution. The effects of the U.S. Assets
Dropdown and the Express-Platte acquisition have been excluded from the Distributable Cash Flow calculation for
periods prior to the dropdown transactions in order to reflect the true amount of the cash that was available for
distribution.

Distributable Cash Flow is a non-GAAP measure and should not be considered an alternative to Net Income,
Operating Income, cash from operations or any other measure of financial performance or liquidity presented in
accordance with generally accepted accounting principles (GAAP) in the United States. Distributable Cash Flow
excludes some, but not all, items that affect Net Income and Operating Income and these measures may vary among
other companies. Therefore, Distributable Cash Flow as presented may not be comparable to similarly titled measures
of other companies.

Significant drivers of variances in Distributable Cash Flow between the periods presented are substantially the same
as those previously discussed under Results of Operations. Other drivers include the timing of certain cash outflows,
such as capital expenditures for maintenance.
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Reconciliation of Net Income to Non-GAAP “Distributable Cash Flow”

2015 2014 2013

(in millions)
Net Income $1,265 $1,027 $1,086
Add:
Interest expense 239 238 383
Income tax expense (benefit) (a) 12 35 (348 )
Depreciation and amortization 295 288 262
Foreign currency loss 6 3 2
Less:
Interest income 1 — 1
EBITDA 1,816 1,591 1,384
Add:
Earnings from equity investments (167 ) (133 ) (89 )
Distributions from equity investments (b) 207 165 117
Non-cash impairment at Ozark Gas Gathering 9 — —
Other 12 8 8
Less:
Interest expense 239 238 383
Equity AFUDC 76 33 58
Net cash paid for income taxes 12 6 —
Distributions to noncontrolling interests 31 29 19
Maintenance capital expenditures 314 270 228
Adjustment (c) — — 417
Distributable Cash Flow $1,205 $1,055 $315

(a) Tax benefit in 2013 is due to the elimination of deferred income tax liabilities related to the U.S. Assets
Dropdown.

(b) Excludes $403 million, $129 million, and $63 million of distributions from equity investments for the 2015, 2014,
and 2013 periods, respectively.

(c) Removes the results of the U.S. Assets Dropdown for the periods prior to the dropdown (January 1, 2013 to
October 31, 2013) and the results of Express-Platte for the periods prior to the dropdown (March 14, 2013 to August
1,2013).

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The application of accounting policies and estimates is an important process that continues to evolve as our operations
change and accounting guidance is issued. We have identified a number of critical accounting policies and estimates
that require the use of significant estimates and judgments.

We base our estimates and judgments on historical experience and on other assumptions that we believe are
reasonable at the time of application. These estimates and judgments may change as time passes and more information
becomes available. If estimates are different than the actual amounts recorded, adjustments are made in subsequent
periods to take into consideration the new information. We discuss our critical accounting policies and estimates and
other significant accounting policies with our Audit Committee.

Regulatory Accounting

We account for certain of our operations under accounting for regulated entities. As a result, we record assets and
liabilities that result from the regulated ratemaking process that may not be recorded under GAAP for non-regulated
entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable
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of future recovery in customer rates. Regulatory liabilities generally represent obligations to make refunds to
customers or for instances where the regulator provides current rates that are intended to recover costs that are
expected to be incurred in the future. We continually
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