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INDEPENDENT AUDITORS' REPORT
To the Board of Directors and Members of
DCP Midstream, LLC

Denver, Colorado

We have audited the accompanying consolidated dinhstatements of DCP Midstream, LLC and its slibsies (the "Company"), which
comprise the consolidated balance sheets as ofnibere31, 2013 and 2012, and the related consdlidst@ements of operations,
comprehensive income, changes in equity, and dasais for each of the three years in the period dridlecember 31, 2013, and the related
notes to the consolidated financial statements.

Management's Responsibility for the Consolidatediftial Statements

Management is responsible for the preparation aingfesentation of these consolidated financatkstents in accordance with accounting
principles generally accepted in the United StafeSmerica; this includes the design, implementatiand maintenance of internal control
relevant to the preparation and fair presentatfocposolidated financial statements that are fremfmaterial misstatement, whether due to
fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on aditsaiwWe conducted our audits in
accordance with auditing standards generally aedeiptthe United States of America. Those standaulsire that we plan and perform the
audit to obtain reasonable assurance about whititheonsolidated financial statements are free fraterial misstatement.

An audit involves performing procedures to obtaidinevidence about the amounts and disclosurtieiconsolidated financial statements.
The procedures selected depend on the auditorggrjedt, including the assessment of the risks oérigtmisstatement of the consolidated
financial statements, whether due to fraud or efromaking those risk assessments, the auditosiders internal control relevant to the
Company's preparation and fair presentation ottesolidated financial statements in order to deaigdit procedures that are appropriate
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness of the @2omy's internal control. Accordingly,
we express no such opinion. An audit also inclugleduating the appropriateness of accounting mdlicised and the reasonableness of
significant accounting estimates made by managerasntell as evaluating the overall presentatiotn@fconsolidated financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit opinion.

Opinion

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materégpects, the financial position of DCP
Midstream, LLC and its subsidiaries as of Decen#igr2013 and 2012, and the results of their omeratand their cash flows for each of
the three years in the period ended December 31,20 accordance with accounting principles gdheezcepted in the United States of
America.

Emphasis of a Matter

The consolidated financial statements give retraspe effect to new disclosure requirements regaydaformation related to balance sheet
offsetting of assets and liabilities as discloseNote 11 to the consolidated financial statements.

/sl Deloitte & Touche LLP

February 27, 2014

Member of
Deloitte Touche Tohmatsu



DCP MIDSTREAM, LLC
CONSOLIDATED BALANCE SHEETS

(millions)
December 31,
2013 2012
ASSETS
Current assets:
Cash and cash eqUIVAIENES...........ovviiiiiie e e e e s $ 31 $ 4
Accounts receivable:
Customers, net of allowance for doubtful accooft4 million and $2 million,
[(=S] 01T o 117 1,139 886
F N 11 = (=S SRR 265 172
L0 1 T PP RSST 28 35
LA Z=T o) (o] =TSRRI 96 105
Unrealized gains on derivative iNStrUMENtS ..............euvieiiiiiiiiiiiiiiaaiee e veeem 59 57
L 11 1= P UUPRPPPPPPPRIN 45 30
TOtal CUIMTENE @SSELS ... it eemmmce e s e e e e e e e e e et e e e e eeeees 1,663 1,289
Property, plant and equipment, NEt........ .o 8,420 7,331
Investments in unconsolidated affillates ... errrrrrirririiiiiiieieeeee e 1,378 872
INtANQIDIE ASSELS, NEL ...civiiiiiii e e 311 336
[To o o 1 1| TR 722 723
Unrealized gains on derivative iNStrUMENtS ............uuvviiiiiieiiiiiieiieeeeeeeeeee s e s secsem e, 10 10
Other [ONG-tEIM ASSELS ...ecceeiiiei i i i ccccee e e e e e e e e e e eseeersbeenneeemm e et 217 223
ORI ASSELS ..ttt et et ettt e+t e et e et e et e e et e et ettt e et e e et eeae e et et e et e e $ 12,721 $ 10,784
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LI =T (3R $ 1,296 $ 1,065
F N 11 = (=TSRRI 59 37
L 1 T PRSI 58 51
ShOrt-term DOITOWINGS ..ceeiiiiiiiie et emmnee e mm s 1,300 958
Current maturities of long-term debt..............uuuiiiiiiiiii — 250
Unrealized losses on derivative INSITUMENTS w«vvvvvrrrrrieeeriierereeeeeeeeeeeesesseessmees 64 65
ool UL I = VPP 37 32
(@1 = S 300 317
Total current liabilities 3,114 2,775
Deferred income taxes 96 92
[ o I (=1 1o 1= o ) S 4,962 4,443
Unrealized losses on derivative INSITUMENTS w«vvvvvrrrrrieeiriirieereeeeeeeeeeesesseessmees 2 11
Other long-term labilitieS ........cveiee e er e 158 146
L0 = U= L o111 1= SRR 8,332 7,467
Commitments and contingent liabilities
Equity:
MEMDEIS  INTEIEST ... e e ea e e e e e e e am e 2,670 2,413
Accumulated other COmMPreneNSIVE 10SS ... ceccceeviiiiiiei it (6) (9)
Total MEMDEIS’ EQUILY ..ot ceeeee et mmeene e e e e e mm s 2,664 2,404
NONCONLIOIING INEIEST ... 1,725 913
TOLAI EOUILY ...ttt ettt ettt et e e e e e aa e e et e e e e e e e eeaeeaaaas 4,389 3,317
Total liabilitieS and EOUILY ............c.eiceeceeeeeeieeeeee ettt eeemee e $ 12,721 $ 10,784

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
CONSOLIDATED STATEMENTS OF OPERATIONS

(millions)
Year Ended December 31,
2013 2012 2011

Operating revenues:

Sales of natural gas and petroleum products ......ccccceemm. $ 9,807 $ 7,826 $ 9,638

Sales of natural gas and petroleum products iitagds................ 1,732 1,886 2,874

Transportation, storage and processing .....ccccceeeeeeeeeeeeeicinnnnn, 463 373 392

Trading and marketing gains, NEt ..........ccceeceeveimeveeeeeeenenes, 36 86 78

Total Operating rEVENUES.............cuecveeeeeeeeeeeeieeeeeeeeeeeeee e, 12,038 10,171 12,982

Operating costs and expenses:

Purchases of natural gas and petroleum products.................. 9,679 7,662 9,400

Purchases of natural gas and petroleum produsts dffiliates..... 288 510 1,098

Operating and MaiNtENANCE ............coe e eeeeeeee e 669 667 626

Depreciation and amortization ..............oceeeeveevereeereeireesreeereenns 314 291 449

General and admiNISLratiVe ................umwmeeeeereeeneeneereeeseneen, 280 297 295

Total operating costs and eXPenSES.......coeemeeeveeeeveeeeenenne. 11,230 9,427 11,868

OPErating iINCOME .......cccveeiieuieeie e eetee et ee e eree v 808 744 1,114
Earnings from unconsolidated affiliates.......cceeevvreeeireeveeierennen. 35 34 26
INEErESt EXPENSE, NEL ... eeeeeeeee e e ee e e ee s e (249) (193) (213)
Income before iNCOME taXES.........ccveviveeereeeieeieee e, 594 585 927
INCOME tAX EXPENSE .....eveeereeereeereeeereeeeteeeeeeeerveeeaeessemmmnneeeanns (10) 2 3
NETINCOME ..veiveiieie ettt mmnmn ettt 584 583 924

Net income attributable to noncontrolling intesast................... (93) 97) (61)
Net income attributable to members’ interests......................... $ 491 $ 486 $ 863

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(millions)
Year Ended December 31,
2013 2012 2011
NEEINCOME ...ttt e ettt sttt e e nne s $ 584 $ 583 $ 924
Other comprehensive income:

Net unrealized gains (losses) on cash flow hedges................ceeee. — 1 (16)

Reclassification of cash flow hedge losses intaiggs....................... 3 11 20

Total other comprehensive INCOME ..........oooeiiiiiiiiiee s 3 12 4
Total comprehensive INCOME ..........ooi i iceeeeee e 587 595 928
(93) (106) (64)

Total comprehensive income attributable to nonadiintg interests...

Total comprehensive income attributable to membatstests............... $ 494 % 489 $ 864

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)
Year Ended December 31,
2013 2012 2011
Cash flows from operating activities:
NEE INCOIME ..ttt ettt memn et e e bt e et e e e st e e sab e e bt eestbe e sneaemeesteeessbeesnreeas $ 584 $ 583 $ 924
Adjustments to reconcile net income to net cashiged by operating activities:
Depreciation and amortization.............ccccccerroeernnuierieeeeeeeee e e s nnenes 314 291 449
Earnings from unconsolidated affiliates ....cccccceeeeeereiiiiiiiicic e (35) (34) (26)
Distributions from unconsolidated affiliateS..ccu......oocvviieeiiiieeiie 52 36 38
Net unrealized gains on commodity derivative UMIBENLS .........ccvvvvveeeeeeeeeeiceeens (5) — 47
Deferred income tax expense (DeNEfit) ... 4 (1) (36)
(O 114 1= T PR o 1= ST PPUTPRRRTP (2) 6 —
Changes in operating assets and liabilities whiskd) provided cash:
ACCOUNES rECEIVADIE ..o (333) 241 (63)
INVENEOTIES ..ttt bbbttt et e e e e e e e e e e aeeeenbmsseeeeeeeees 9 (9) ()
300 (630) 474
(50) (139) 14
Net cash provided by operating aCtiVIti®S . e vveeeeviriiiiiiieeiiiiiiieee e sciiiiieeeens 838 344 1,726
Cash flows from investing activities:
Capital eXPENAItUIES ...vvvii e e e e e e (1,420) (2,285) (1,113)
Acquisitions, net of cash acquired — (123) (439)
Proceeds from sales of two-thirds interest in Sdifld and Southern Hills.............. — 919 —
Investments in unconsolidated affillates .. eeiieerrreriiiiiiiieieeee e e e (523) (240) (6)
Proceeds from SAlE OF ASSELS .......vvieseeeeeeee e et e et e e e e e et esvmmeme e e neeeeneeeeeeenns 46 1 18

Net cash used in INVEStiNG ACHIVItIES ..o vrrieeeeeiiiiiieeee e eeeeeree (1,897) (1,728) (1,540)
Cash flows from financing activities:

Payment of dividends and distributions to members...........cccccoevevveecvievieeeeeee, (430) (405) (789)
Proceeds from long-term debt...........ooveeeeeeeiiiiiii e 2,507 2,915 2,024
Payment of oNg-term debt ............ei i (2,238) (2,042) (1,675)
Proceeds from issuance of common units by DCh@&artnet of offering costs...... 1,083 455 170
Borrowings of commercial Paper, NEt ...... oo 342 588 183
Distributions paid to noncontrolling INTEreStS ceu....vveeeeviiiiiii e (167) (112) (86)
Payment of deferred fiNANCING COSES ........covivriiierieeeeeeeeeeeeeeeeeeeeeeeeee e enna] (11) (20) (12)
Net cash provided by (used in) financing actigitie.................c.cccoceeeererrnnn. 1,086 1,379 (185)
Net change in cash and cash equivalents...........ooo e 27 (5) 1
Cash and cash equivalents, beginning of PErOU. ..........ccccvieeveeeeieee e 4 9 8
Cash and cash equivalents, €Nd Of PETIOU . e .vevvreeeeeererereeeeerereesesessmmn e 31 % 4 % 9

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC

CCONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(millions)

Members’ Equity

Accumulated
Other
Members’ Comprehensive Noncontrolling Total
Interest (Loss) Income Interest Equity
Balance, January 1, 2011 ......cccoovvieviecmeeeee e $ 2,073 % 13) $ 421 2,481
NEL INCOME L.t e, 863 — 61 924
Other comprehensive iNCOMEe ...........ovvveeeeeeeeinnnns — 1 3 4
Dividends and distributions................ccoce s (807) — (86) (893)
Equity-based compensation..............cccccemeeennnnnnns — — 3 3
Issuance of common units by DCP Partners, net of
OfferiNg COSES ...vviiviiieiecee e 35 — 135 170
Balance, December 31, 2011 .........ccoevei e eeeeenn 2,164 (12) 537 2,689
NEL INCOME ..eiiiiiiiiiiiiee et 486 — 97 583
Other comprehensive iINCOMe...........vvvevieeeeeeeeeeennn. — 3 9 12
Dividends and distributions.................ceemeeveevnnnnnnn, (310) — (112) (422)
Issuance of common units by DCP Partners, net of
Offering COSES .....viiviiieieciecie e, 73 — 382 455
Balance, December 31, 2012 ............oeermmmmmeeeeeenn 2,413 (9) 913 3,317
NEL INCOME L.eiiiiieiiiiiiiiee et e, 491 — 93 584
Other comprehensive iNCOMEe ...........covveeeeeeeeinnnnns — 3 — 3
Dividends and distributions................cccceevevininns (430) — (167) (597)
Issuance of common units by DCP Partners, net of
Offering COSES .....voiviiiiiecceie e, 196 — 886 1,082
Balance, December 31, 2013 ................commmrerrene 3 2670 % (6) $ 1,725 §$ 4,389

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2013, 2012 and 2011

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsidigy or us, we, our, or the Company, is a jointwenowned 50% by
Phillips 66 and its affiliates, or Phillips 66, abd% by Spectra Energy Corp and its affiliatesSpectra Energy. We operate in the
midstream natural gas industry and are engagédtwibusiness of gathering, compressing, treatirg.gssing, transporting, storing
and selling natural gas and producing, fractiogatiransporting, storing and selling natural ggsitis, or NGLs, and recovering and
selling condensate. Additionally, we generate reesrby trading and marketing natural gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, iastenlimited partnership, of which we act as galngartner. As of
December 31, 2013 and 2012, we owned an approxi2@&teand 27% limited partner interest, respectivatiditionally, as of
December 31, 2013 and 2012, we owned an approxitfatgeneral partner interest in DCP Partners. \& @ivn incentive
distribution rights that entitle us to receive aoreasing share of available cash as pre-defirgdidition targets are achieved. As the
general partner of DCP Partners, we have resptitysibr its operations. We exercise control oveL® Partners through our
ownership and general partner interest and we atdouit as a consolidated subsidiary. Transastioetween us and DCP Partners
have been identified in notes to the consolidatehtial statements as transactions between &lia

We are governed by a five member board of directanssisting of two voting members from each oflisi66 and Spectra
Energy and our Chief Executive Officer, a non-vgtmember. All decisions requiring the approval of board of directors are made
by simple majority vote of the board, but must unte at least one vote from both a Phillips 66 gmec8a Energy board member. In
the event the board cannot reach a majority degisie decision is appealed to the Chief Execu@liffecers of both Phillips 66 and
Spectra Energy.

The consolidated financial statements include toeants of the Company and all majority-owned glibges where we have
the ability to exercise control and undivided ietds in jointly owned assets. We also consolid&® Partners, which we control as
the general partner and where the limited partensot have substantive kick-out or participatiigts. Investments in greater than
20% owned affiliates that are not variable intessdities and where we do not have the abilityxerese control, and investments in
less than 20% owned affiliates where we have tiiyaio exercise significant influence, are acctathfor using the equity method.
Intercompany balances and transactions have beeinaied.

Certain amounts in the prior year’s consolidatedricial statements have been reclassified to aortimthe current year
presentation.

2. Summary of Significant Accounting Policies

Use of Estimates— Conformity with accounting principles generadigcepted in the United States of America, or GAAP,
requires management to make estimates and assamfitat affect the amounts reported in the conat@atifinancial statements and
notes. Although these estimates are based on maeate best available knowledge of current and etgakfuture events, actual
results could differ from those estimates.

Cash and Cash Equivalents- Cash and cash equivalents include all cash basaand investments in highly liquid financial
instruments purchased with an original stated nitgtaf 90 days or less and temporary investmentsash in short-term money
market securities.

Allowance for Doubtful Accounts— Management estimates the amount of required alioes for the potential non-
collectability of accounts receivable generallydthapon number of days past due, past collectiparence and consideration of
other relevant factors. However, past experiencgmoéabe indicative of future collections and ttiere additional charges could be
incurred in the future to reflect differences beswestimated and actual collections.

Inventories— Inventories, which consist primarily of natugals and NGLs held in storage for transportatioocgssing and
sales commitments, are recorded at the lower gjhvied-average cost or market value. Transportatists are included in
inventory.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

Accounting for Risk Management and Derivative Adties and Financial Instruments— We designate each energy
commodity derivative as either trading or non-tngdiCertain non-trading derivatives are furtheiigiested as either a hedge of a
forecasted transaction or future cash flow (cash fiedge), a hedge of a recognized asset, liabilifiym commitment (fair value
hedge), or normal purchases or normal sales canirae remaining other non-trading derivatives,chiare related to asset based
activities for which hedge accounting or the normaichase or normal sale exception is not eleetedrecorded at fair value in the
consolidated balance sheets as unrealized gaingealized losses on derivative instruments, widinges in the fair value
recognized in the consolidated statements of dpesatFor each derivative, the accounting methabipmasentation of gains and
losses or revenue and expense in the consolid@tinents of operations are as follows:

Classification of Contract Accounting Method Presentation of Gains & Losses or Revenue & Expense
Trading Derivatives Mark-to-market method (aNet basis in trading and marketing gains and losses
Non-Trading Derivatives:
Cash Flow Hedge Hedge method (b) Gross basis in the same consolidated statemenseodtions
category as the related hedged item
Fair Value Hedge Hedge method (b) Gross baskeisame consolidated statements of operations
category as the related hedged item
Normal Purchases or Accrual method (c) Gross basis upon settlemeritdrcorresponding consolidated
Normal Sales statements of operations category based on purchasde

Other Non-Trading Derivatives  Mark-to-market mettfa) Net basis in trading and marketing gainslasskes

(a) Mark-to-market method — An accounting method wheréle change in the fair value of the asset oiliigls
recognized in the consolidated statements of cpesain trading and marketing gains and lossesdutie current
period.

(b) Hedge method — An accounting method whereby thageh@n the fair value of the asset or liabilityesorded in the
consolidated balance sheets as unrealized gaingealized losses on derivative instruments. Fsh daw hedges,
there is no recognition in the consolidated statésef operations for the effective portion urtié tservice is provided
or the associated delivery period impacts earnifgsfair value hedges, the changes in the fairevaf the asset or
liability, as well as the offsetting changes inueabf the hedged item, are recognized in the cwlaed statements of
operations in the same category as the relatecedatim.

(c) Accrual method — An accounting method whereby tliere recognition in the consolidated balance tshee
consolidated statements of operations for chamgfsrivalue of a contract until the service isyided or the associated
delivery period impacts earnings.

Cash Flow and Fair Value Hedges For derivatives designated as a cash flow hedgefair value hedge, we maintain formal
documentation of the hedge. In addition, we forynaisess both at the inception of the hedgingioakttip and on an ongoing basis,
whether the hedge contract is highly effectiveffseiting changes in cash flows or fair valuesedded items. All components of
each derivative gain or loss are included in tlsessment of hedge effectiveness, unless otherwisd.n

The fair value of a derivative designated as a flagshhedge is recorded in the consolidated balaheets as unrealized gains or
unrealized losses on derivative instruments. Tlamgé in fair value of the effective portion of aidative designated as a cash flow
hedge is recorded in the consolidated balanceshseatccumulated other comprehensive income, ol AD@ the ineffective
portion is recorded in the consolidated statemeihtgerations. During the period in which the hetigansaction impacts earnings,
amounts in AOCI associated with the hedged traimsaate reclassified to the consolidated statenm@&niperations in the same line
item as the item being hedged. Hedge accountidgi®ntinued prospectively when it is determineat the derivative no longer
qualifies as an effective hedge, or when it is plé that the hedged transaction will not occureWhedge accounting is
discontinued because the derivative no longer figgias an effective hedge, the derivative is suihethe mark-to-market
accounting method prospectively. The derivativetiooies to be carried on the consolidated balaneetstat its fair value; however,
subsequent changes in its fair value are recogtizedrrent period earnings. Gains and losseseeliat discontinued hedges that
were previously accumulated in AOCI will remainA@CI until the hedged transaction impacts earningkss it is probable that
the hedged transaction will not occur, in whichecdke gains and losses that were previously aefenr AOCI will be immediately
recognized in current period earnings.

The fair value of a derivative designated as avialine hedge is recorded for balance sheet purpesesrealized gains or
unrealized losses on derivative instruments. Wegeize the gain or loss on the derivative instrummanwell as the offsetting loss or
gain on the hedged item in earnings in the cuenbd. All derivatives designated and accounteasofair value hedges are
classified in the same category as the item bedagdd in the consolidated results of operations.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

Valuation— When available, quoted market prices or pridgained through external sources are used to dieiemcontract’s
fair value. For contracts with a delivery locatmmduration for which quoted market prices areavatilable, fair value is determined
based on internally developed pricing models dexedgrimarily from historical relationships withatad market prices and the
expected relationship with quoted market prices.

Values are adjusted to reflect the credit risk imhein the transaction as well as the potentiglict of liquidating open positions
in an orderly manner over a reasonable time penmtkr current conditions. Changes in market pacgsmanagement estimates
directly affect the estimated fair value of thesatracts. Accordingly, it is reasonably possiblkgt $uch estimates may change in the
near term.

Property, Plant and Equipment— Property, plant and equipment are recordedstdiical cost. The cost of maintenance and
repairs, which are not significant improvements, expensed when incurred. Depreciation is compugaw the straight-line method
over the estimated useful lives of the assets.

Asset Retirement Obligations- Asset retirement obligations associated with italedong-lived assets are recorded at fair value
in the period in which they are incurred, if a r@Eble estimate of fair value can be made, anddatidihe carrying amount of the
associated asset. This additional carrying amauthitein depreciated over the life of the asset.libdity is determined using a risk
free interest rate and accretes due to the pas$digee based on the time value of money untildhkgation is settled.

Our asset retirement obligations relate primaalyhie retirement of various gathering pipelines protessing facilities,
obligations related to right-of-way easement agexes) and contractual leases for land use. Wetanljugsset retirement obligation
each quarter for any liabilities incurred or setttRiring the period, accretion expense and angims made to the estimated cash
flows.

Investments in Unconsolidated Affiliates- We use the equity method to account for investsm greater than 20% owned
affiliates that are not variable interest entia@sl where we do not have the ability to exercisgrog and investments in less than
20% owned affiliates where we have the abilityxereise significant influence.

We evaluate our investments in unconsolidatedatf for impairment whenever events or changeséanmstances indicate
that the carrying value of such investments may lessperienced an other than temporary declinelirevavhen there is evidence of
loss in value, we compare the estimated fair vafube investment to the carrying value of the stagent to determine whether
impairment has occurred. We assess the fair vdlaaranvestments in unconsolidated affiliates gstommonly accepted
techniques, and may use more than one methoddinglubut not limited to, recent third party conmgiale sales and discounted cash
flow models. If the estimated fair value is consékto be less than the carrying value and managesnasiders the decline in value
to be other than temporary, the excess of theicarmalue over the estimated fair value is recogghias an impairment loss.

Goodwill and Intangible Assets— Goodwill is the cost of an acquisition less thi ¥alue of the net assets of the acquired
business. We perform an annual impairment tesbodlgill in the third quarter, and update the tesirdy interim periods when we
believe events or changes in circumstances indibatave may not be able to recover the carryingevaf a reporting unit. We
primarily use a discounted cash flow analysis, Rmpnted by a market approach analysis, to perfoenassessment. Key
assumptions in the analysis include the use oparopriate discount rate, terminal year multiptes] estimated future cash flows
including an estimate of operating and generalaghdinistrative costs. In estimating cash flows,jine@rporate current market
information, as well as historical and other fastanto our forecasted commodity prices. If acteallts are not consistent with our
assumptions and estimates, or our assumptionsstinthées change due to new information, we mayxpesed to goodwiill
impairment charges, which would be recognized éngriod in which the carrying value exceeds falus.

Intangible assets consist primarily of customertramts, including commaodity purchase, transpontagéind processing contracts
and related relationships. These intangible assetamortized on a straight-line basis over theogef expected future benefit.
Intangible assets are removed from the gross caramount and the total of accumulated amortizatighe period in which they
become fully amortized.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

Long-Lived Assets— We evaluate whether the carrying value of Idugd assets, including intangible assets, has insgaired
when circumstances indicate the carrying valudogé assets may not be recoverable. This evaluatimsed on undiscounted cash
flow projections. The carrying amount is not reaqaide if it exceeds the sum of the undiscountedi asvs expected to result from
the use and eventual disposition of the asset. Misider various factors when determining if thessets should be evaluated for
impairment, including but not limited to:

e asignificant adverse change in legal factors sirtass climate;

e acurrent period operating or cash flow loss combiwith a history of operating or cash flow loss#sa projection or
forecast that demonstrates continuing losses agedaiith the use of a long-lived asset;

* an accumulation of costs significantly in excesthefamount originally expected for the acquisitiortonstruction of a
long-lived asset;

» significant adverse changes in the extent or mainnghich an asset is used, or in its physical damd
e asignificant adverse change in the market valnadsset; or

e acurrent expectation that, more likely than notasset will be sold or otherwise disposed of keefoe end of its estimated
useful life.

If the carrying value is not recoverable, the impaint loss is measured as the excess of the asastying value over its fair
value. We determine the fair value of long-livedets using commonly accepted techniques, and neasnose than one method,
including, but not limited to, recent third partynsparable sales and discounted cash flow modgjsifiéant changes in market
conditions resulting from events such as the candif an asset or a change in management’s itdaritlize the asset would
generally require management to reassess theloaghrelated to the long-lived assets.

Unamortized Debt Premium, Discount and ExpensePremiums, discounts and expenses incurred hélssuance of long-
term debt are amortized over the term of the dsiniguthe effective interest method. The premiuntsdiscounts are recorded on the
consolidated balance sheets within the carryinguaninof long-term debt. The unamortized expensesea@ded on the consolidated
balance sheets as other long-term assets.

Noncontrolling Interest— Noncontrolling interest represents the ownershigré@sts of third-party entities in the net asséts o
consolidated affiliates, including ownership instref DCP Partners’ public unitholders, through D#tners’ publicly traded
common units, in net assets of DCP Partners andatheontrolling interest which is recorded in DCRtRers’ consolidated balance
sheets. For financial reporting purposes, the sisset liabilities of these entities are consolidatéh those of our own, with any
third party interest in our consolidated balanaseslamounts shown as noncontrolling interest irtgdistributions to and
contributions from noncontrolling interests represeash payments to and cash contributions frospeively, such third-party
investors.

Dividends and Distributions— Under the terms of the Second Amended and Redtatedhgreement dated July 5, 2005, as
amended, or the LLC Agreement, we are requiredatenguarterly distributions to Phillips 66 and Spe&nergy based on allocated
taxable income. The LLC Agreement provides for tdex@ncome to be allocated in accordance with hateRevenue Code Section
704(c). This Code Section accounts for the vamaietween the adjusted tax basis and the fair rnaakee of assets contributed to
the joint venture. The distribution is based onhtuhest taxable income allocated to either memisiéh, the other member receiving
a proportionate amount to maintain the ownershiptabaccounts at 50% for both Phillips 66 and $j@eEnergy. Tax distributions
to the members are calculated based on estimatedlaiaxable income allocated to the members aowptd their respective
ownership percentages at the date the distribubename due. Our board of directors determineartfeunt of the periodic
dividends to be paid by considering net incomehaitable to members’ interests, cash flow or atmgotriteria deemed appropriate.
The LLC Agreement restricts payment of dividendsegxt with the approval of both members. Dividengsadlocated to the
members in accordance with their respective owiesrcentages.

DCP Partners considers the payment of a quartestiytaition to the holders of its common unitsthie extent DCP Partners has
sufficient cash from its operations after estalptisht of cash reserves and payment of fees and samencluding payments to its
general partner, a 100% owned subsidiary of ourerd’is no guarantee, however, that DCP Partnérpayi the minimum quarterly
distribution on the units in any quarter. DCP Pengrwill be prohibited from making any distributsoto unitholders if it would cause
an event of default, or an event of default existsler its credit agreement.
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

Revenue Recognitior— We generate the majority of our revenues frotheréng, processing, compressing, treating,
transporting, storing and selling natural gas amwdycing, fractionating, transporting, storing aetling NGLs and recovering and
selling condensate, as well as trading and maetimatural gas and NGLs. We realize revenuesgtrelth selling the residue natural
gas, NGLs and condensate, or by receiving fees.

We obtain access to commodities and provide oustngidm services principally under contracts thataio a combination of
one or more of the following arrangements:

» Percent-of-proceeds/index arrangementdJnder percent-of-proceeds/index arrangementgemerally purchase natural
gas from producers at the wellhead, or other répeimts, gather the wellhead natural gas througtgathering system,
treat and process the natural gas, and then salésulting residue natural gas, NGLs and condeffseted on index prices
from published indexes. We remit to the producéleean agreed-upon percentage of the actual pdscthat we receive
from our sales of the residue natural gas, NGLscamdlensate, or an agreed-upon percentage ofdhequts based on index
related prices or contractual recoveries for thenahagas, NGLs and condensate, regardless otctoaleamount of the sales
proceeds we receive. We keep the difference bettheeproceeds received and the amount remittedtbable producer.
Under percent-of-liquid arrangements, we do nopke®y amounts related to the residue natural gasepds and only keep
amounts related to the difference between the pasceeceived and the amount remitted back to tuger related to
NGLs and condensate. Certain of these arrangemmeytslso result in the producer retaining titl@alioor a portion of the
residue natural gas and/or the NGLs, in lieu afetigrning sales proceeds to the producer. Additigrthese arrangements
may include fee-based components. Our revenues pedeent-of-proceeds/index arrangements relagettjrwith the price
of natural gas, NGLs and condensate. Our revermuer ypercent-of-liquids arrangements relate diyexith the price of
NGLs and condensate.

» Fee-based arrangements Under fee-based arrangements, we receive a fieesfor one or more of the following
services: gathering, compressing, treating, praegssansporting or storing natural gas and foagting, storing and
transporting NGLs. Our fee-based arrangementsdechatural gas arrangements pursuant to which teenofatural gas at
the wellhead, or other receipt points, at an iméé¢ated price at the delivery point less a spettifimount, generally the same
as the transportation fees we would otherwise ehfimgtransportation of natural gas from the welthécation to the
delivery point. The revenues we earn are direetlgted to the volume of natural gas or NGLs thaw4l through our systems
and are not directly dependent on commodity prigesvever, to the extent a sustained decline in codily prices results
in a decline in volumes our revenues from thesengements would be reduced.

» Keep-whole and wellhead purchase arrangementdnder the terms of a keep-whole processing aoptnatural gas is
gathered from the producer for processing, the N&@idscondensate are sold and the residue natw gaturned to the
producer with a Btu content equivalent to the Bintent of the natural gas gathered. This arrangekesps the producer
whole to the thermal value of the natural gas rezkiUnder the terms of a wellhead purchase cdntsecpurchase natural
gas from the producer at the wellhead or definedip¢ point for processing and then market theltieguNGLs and residue
gas at market prices. Under these types of contraet are exposed to frac spread. We benefit ingeewhen NGL prices
are higher relative to natural gas prices whenfthatspread exceeds our operating costs.

Our trading and marketing of natural gas and p&iro products consists of physical purchases ded,s#s well as derivative
instruments.

We recognize revenues for sales and services timeléour revenue recognition criteria, as follows:
= Persuasive evidence of an arrangement exis@urcustomary practice is to enter into a writtentract.

= Delivery —Delivery is deemed to have occurred at the timéodysis transferred, or in the case of fee-based
arrangements, when the services are rendered eTextent we retain product as inventory, deliverguos when the
inventory is subsequently sold and custody is feared to the third party purchaser.

= The fee is fixed or determinable We negotiate the fee for our services at theadudf our fee-based arrangements. In
these arrangements, the fees are nonrefundabletlararrangements, the amount of revenue, basedrdractual
terms, is determinable when the sale of the aggkgaroduct has been completed upon delivery arster of custody.

= Collectability is reasonably assured Eellectability is evaluated on a customer-by-compbasis. New and existing
customers are subject to a credit review procdsshvevaluates the customers’ financial position ékample, credit
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

metrics, liquidity and credit rating) and theirld@pito pay. If collectability is not consideredgtrable at the outset of an
arrangement in accordance with our credit revievegss, revenue is not recognized until the castilected.

We generally report revenues gross in the condelidstatements of operations, as we typically saithe principal in these
transactions, take custody of the product, andritimirisks and rewards of ownership. New or amémadatracts for certain sales
and purchases of inventory with the same countgrpahen entered into in contemplation of one aeqthre reported net as one
transaction. We recognize revenues for our NGLrasilue gas derivative trading activities net i ¢bnsolidated statements of
operations as trading and marketing gains anddo3$®se activities include mark-to-market gairgslasses on energy trading
contracts, and the settlement of financial and ichyenergy trading contracts.

Revenue for goods and services provided but noided is estimated each month and recorded alatigretated purchases of
goods and services used but not invoiced. Theseatst are generally based on estimated commodéysp preliminary throughput
measurements and allocations and contract datae Bihe no material differences between the actualiats and the estimated
amounts of revenues and purchases recorded at bec&i, 2013, 2012 and 2011.

Quantities of natural gas or NGLs over-deliveredmer-delivered related to imbalance agreemertsamstomers, producers
or pipelines are recorded monthly as accountsvabks or accounts payable using current markeépric the weighted-average
prices of natural gas or NGLs at the plant or sysfEhese balances are settled with deliveries tofrabgas or NGLs, or with cash.
Included in the consolidated balance sheets asiatzeeceivable — other as of December 31, 2012848 were imbalances
totaling $28 million and $35 million, respectivelpcluded in the consolidated balance sheets asiatspayable — other, as of
December 31, 2013 and 2012 were imbalances tothiBgnillion and $51 million, respectively.

Significant Customers— There were no third party customers that acaslifdr more than 10% of total operating revenues fo
the years ended December 31, 2013, 2012 or 201 had/significant transactions with affiliates. S&me 4 Agreements and
Transactions with Related Parties and Affiliates.

Environmental Expenditures— Environmental expenditures are expensed oralaatl as appropriate, depending upon the
future economic benefit. Expenditures that relatart existing condition caused by past operatiamd,that do not generate current or
future revenue, are expensed. Liabilities for theegeenditures are recorded on an undiscounted Whsis environmental
assessments and/or clean-ups are probable andstisecan be reasonably estimated.

Equity-Based Compensation- Liability classified share-based compensatiost coremeasured at each reporting date at fair
value, based on the closing security price, amédsgnized as expense over the requisite servieedp€ompensation expense for
awards with graded vesting provisions is recognaed straight-line basis over the requisite serpeeriod of each separately vesting
portion of the award.

Accounting for Sales of Units by a Subsidiary We account for sales of units by a subsidiarydzprding an increase or
decrease in members’ interest within equity equéthé amount of net proceeds received in excedsfmit of the carrying value of
the units sold. The remaining net proceeds arededoas an increase to noncontrolling interest.

Capitalized Interest— We capitalize interest during construction ofitapprojects. Interest is calculated on the manthl
outstanding capital balance and ceases in the ntioatlthe asset is placed into service. We alstiat&g interest on our equity
method investments which are devoting substantllgfforts to establishing a new business anc mt yet begun planned
principal operations. Capitalization ceases wheriritiestee commences planned principal operafidresrates used to calculate
capitalized interest are the weighted-averageafadtbt, including the impact of interest rate ssvap

Income Taxes—We are structured as a limited liability companfijah is a pass-through entity for federal incomeparposes.
We own a corporation that files its own federatefgn and state corporate income tax returns. ié@ne tax expense related to this
corporation is included in our income tax expea$eng with state, local, franchise and margin ta{dbe limited liability company
and other subsidiaries.

We follow the asset and liability method of accangtfor income taxes. Under this method, defernedine taxes are
recognized for the tax consequences of tempor#figreinces between the financial statement carrgimgunts and the tax basis of
the assets and liabilities. Our taxable incomess,|which may vary substantially from the net mecr loss reported in the
consolidated statements of operations, is inclul¢le federal returns of each partner.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

3. Dispositions

In June 2013, we entered into a purchase and gederaent with Mountain Gas Resources, LLC to 3el1@0% membership
interests in Overland Trail Transmission, LLC, ofFf@O, for approximately $28 million. This transacticlosed in September 2013,
following receipt of regulatory approval, and weagnized a $7 million gain on sale as a reductiooperating and maintenance
expense in the consolidated statements of opesdfiiwrihe year ended December 31, 2013.

In addition to transactions described in thesenfoiets, we may, from time to time, divest variousets
4. Agreements and Transactions with Related Partieand Affiliates
Dividends and Distributions

During the years ended December 31, 2013, 2012@hd, we paid tax distributions of $18 million, #2dhillion and $281
million, based on estimated annual taxable incolloeated to Phillips 66 and Spectra Energy accaytiintheir respective ownership
percentages at the date the distributions becameuing the years ended December 31, 2013, 20d2@11, we declared and
paid dividends of $412 million, $161 million and@bmillion, respectively, to Phillips 66 and Spadinergy, allocated in
accordance with their respective ownership pergestaDuring the years ended December 31, 2013,2012011, DCP Partners
paid distributions of $161 million, $106 million @$79 million, respectively, to its public commomitholders.

DCP Sand Hills Pipeline, LLC and DCP Southern HilBipeline, LLC

During the fourth quarter of 2012, we completedghke of a one-third interest in DCP Sand HillseRiye, LLC, or Sand Hills,
and DCP Southern Hills Pipeline, LLC, or SoutheiltstHto both Phillips 66 and Spectra Energy Cdop,aggregate consideration of
approximately $919 million. The proceeds from thisisaction were used to repay borrowings undetesar loan and for general
corporate purposes.

During the fourth quarter of 2013, Spectra EnergypQontributed its ownership in Sand Hills and tBetn Hills to Spectra
Energy Partners, LP.

We have entered into transportation agreementsSeitid Hills and Southern Hills, which became eiffecin June 2013. Under
the terms of these 15-year agreements, we have it@ano transporting volumes at rates definedhn$and Hills and Southern
Hills tariffs.

Phillips 66, CPChem and ConocoPhillips

During 2013, we sold approximately 12 miles of existing Seaway pipeline to Phillips 66. In conjime with these
transactions, we recognized gains of approxima&&Hymillion as a reduction in operating and maiatee expense in the
consolidated statements of operations for the greded December 31, 2013.

Long-Term NGL Purchases Contract and Transactieng/e sell a portion of our NGLs to Phillips 66 abdevron Phillips
Chemical LLC, or CPChem. In addition, we purcha&d slfrom CPChem. Approximately 40% of our NGL profilon is committed
to Phillips 66 and CPChem under an existing 15-geatract, which expires in December 2014. Shduddcbntract not be
renegotiated or renewed, it provides for a rataltel-down period which expires in January 2019. W& contract also grants
Phillips 66 the right to purchase at index-baséckprcertain quantities of NGLs produced at pranggsants that are acquired
and/or constructed by us in the future in variomsnties in the Mid-Continent and Permian Basinaregj and the Austin Chalk area.
We anticipate continuing to purchase and sell codities with Phillips 66 and CPChem in the ordineoyrse of business.

We are party to a 15-year gathering and procesgireement with ConocoPhillips, which expires in &aber 2025, whereby
ConocoPhillips has dedicated all of its natural grasluction within an area of mutual interest inabloma and Texas. This contract
replaces and extends certain contracts that weopuiEly had with ConocoPhillips, and is consideredial-party contract for periods
after May 1, 2012.
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Spectra Energy

Commodity Transactions- We sell a portion of our residue gas and NGL.@twchase natural gas and other petroleum products
from, and provide gathering, transportation aneoervices to Spectra Energy. Management antsaintinuing to purchase and
sell commodities and provide services to Spectexdnin the ordinary course of business.

DCP Partners

We have entered into a services agreement, as achemdthe Services Agreement, with DCP Partnengetthe Services
Agreement, DCP Partners is required to reimburderusalaries and operating personnel and emplbgaefits, as well as capital
expenditures, maintenance and repair costs, taxksther direct costs incurred by us on behalf @GPPartners. DCP Partners also
pays us an annual fee under the Services Agredorecgntralized corporate functions performed bypndehalf of DCP Partners,
including legal, accounting, cash management, &msig administration and claims processing, riskagament, health, safety and
environmental, information technology, human resesy credit, payroll, taxes and engineering. Exedfbt respect to the annual fee,
there is no limit on the reimbursements DCP Pastnekes to us under the Services Agreement for ekpenses and expenditures
incurred or payments made by us on behalf of DaBhe@a. All reimbursements received from DCP Pastaee eliminated in
consolidation.

On August 5, 2013, we entered into a purchase @edagreement with DCP Partners, pursuant to whkéhontributed our
interest in DCP LaSalle Plant LLC to DCP Partnerghe LaSalle Transaction, for consideration d%illion, subject to certain
customary purchase price adjustments. The LaSedlesaiction was financed at closing from borrowimgder DCP Partners’ $1
billion revolving credit facility, or the DCP Pa#rs’ Credit Agreement.

DCP LaSalle Plant LLC owns the O’Connor plant,ygenic natural gas processing plant in Weld Cqudtjorado, with
initial capacity of 110 million cubic feet per day, MMcf/d. Prior to the start of commercial op&vas in October 2013, the
O’Connor plant was known as the LaSalle plant. Assalt of the LaSalle Transaction, we will conérta consolidate the O’Connor
plant through our ownership and general partneraést in DCP Partners. As of February 2014, theo®"0r Plant expansion to 160
MMcf/d is mechanically complete.

On August 5, 2013, we also entered into a purchadesale agreement with DCP Partners, pursuantithwe contributed our
interest in DCP Midstream Front Range LLC, or Fieahge, to DCP Partners for consideration of $8omj subject to certain
customary purchase price adjustments, or the Range transaction. The Front Range transactiorfimasced at closing from
borrowings under DCP Partners’ Credit Agreement.

Front Range owns a 33.33% equity method interéstant Range Pipeline LLC, a joint venture withilaffes of Enterprise
Products Partners L.P., or Enterprise, and Anad@etmleum Corporation. The joint venture was fatreconstruct a new raw
NGL mix pipeline that originates in the DJ Basim@axtends approximately 435 miles to Skellytowrxale or the Front Range
pipeline. Enterprise is the operator of the pipgelinhich was placed into service in February 2014.

On March 28, 2013, we contributed an additionab4% interest in DCP SC Texas GP, or the Eagle &gstém, and an $87
million fixed price commodity derivative hedge ®three-year period to DCP Partners for aggregatsideration of $626 million,
subject to customary working capital and other pase price adjustments. DCP Partners financed B6n of the consideration
with the net proceeds from DCP Partners’ 3.875%eld)-Senior Notes offering; $125 million was fineddy the issuance at closing
of an aggregate 2,789,739 of DCP Partners’ commda to us; and the remaining $11 million was paitth DCP Partners’ cash on
hand. DCP Partners also reimbursed us $50 milbod6.67% of the capital spent to date by the ERglel system for the
construction of the Goliad plant, plus an increrabpayment of $23 million as reimbursement for Z866of preformation capital
expenditures. As a result of this transaction, Ra@Rners owns 80% of the Eagle Ford system, andgilveontinue to consolidate
the Eagle Ford system through our ownership andrgépartner interest in DCP Partners.
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Transactions with other unconsolidated affiliates
We sell a portion of our residue gas and NGLs tioglpase natural gas and other petroleum produnts find provide gathering
and transportation services to, unconsolidatetizaéfs. We anticipate continuing to purchase aficceenmodities and provide
services to unconsolidated affiliates in the ordiraurse of business.

The following table summarizes our transaction$ wélated parties and affiliates:

Year Ended December 31,

2013 2012 2011
(millions)
Phillips 66 (a):
Sales of natural gas and petroleum products thedéfi...................... $ 1668 $ 1028 $ —
Transportation, storage and ProCes.........ccccevvveeeeeiieeeeeeciieeeeenen $ 1 3 — % —
Purchases of natural gas and petroleumucts from affiliate............ $ 14 $ 21 % —
Operating and general and administrative expt (b).......ccccccevereeens, $ (11 $ 3 3 —
ConocoPhillips (a):
Sales of natural gas and petroleum products theddfi...................... $ — 3 80C $ 2,80¢
Transportation, storage and ProCeS.........cccevvveevuieeiieeesieesreeene. $ — 3 5 ¢ 15
Purchases of natural gas and petroleum productsdfbliates........... $ — 3 192 % 61¢€
Operating and general and administrative eXperc) ..........cccvveeeennn. $ — 8 Q@ s 4
Spectra Energy:
Sales of natural gas and petroleum products tliegdf...................... $ — 8 — % 1
Purchases of natural gas and petroleum produgctsdfbliates........... $ 74 $ 181 % 34:
Operating and general and administrative eXpt...........cccvvveeeeennnnns $ 1 $ 12 $ 15
Unconsolidated affiliates:
Sales of natural gas and petroleum products theddfi...................... $ 67 $ 58 % 67
Transportation, storage and ProCeS.........ccceevvveevieeirienesieesreeene $ 1 % 1€ $ 17
Purchases of natural gas and petroleum productsdfbliates........... $ 20C % 11¢ % 13¢

(&) On May 1, 2012, ConocoPhillips created two indepebg@ublicly traded companies by separating its
downstream businesses, including its 50% owneishi, to a newly formed company, Phillips 66. As a
result of this transaction, ConocoPhillips is nohsidered a related party for periods after Ma3(Q1L,2.

(b) The year ended December 31, 2013 includes a gaimeosale of sections of our existing Seaway pipeli
to Phillips 66, which was treated as a reductiooperating expense in the consolidated stateménts o
operations.

(c) The year ended December 31, 2012 includes hurrioaneance recovery receivables, which were treated
as a reduction to operating expense in the coradelidstatements of operations.

We had balances with related parties and affiliatefollows:

December 31,

2013 2012
(millions)
Phillips 66:
Accounts receivable...............coee... $ 236 $ 152
Accounts payab...........ccceeeieeiiieenne, $ (17) $ (14)
Other @SSe...ciiiieeeeeeeeeeeeeeeeeee e $ 2 $ 2
Spectra Energy:
Accounts receivab..........cooeeveeeeeeen.. $ 1 $ —
Accounts payab...........cceeeieiiieeenne, $ (6) $ (6)
Other asse......ccccveeeeeiiieeiiiiiiieeeeeee $ 1 $ 1
Unconsolidated affiliates:
Accounts receivab........cccooeeeeeeeiiininns $ 28 $ 2C
Accounts payab............cccoeeiiieeeennn. $ (36) $ a7
Other @SSE....oiiieeeeeeeeeeeeee e $ 18 $ —
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5. Inventories

Inventories were as follows:

December 31,

2013 2012
(millions)
Natural ga .....cccceveeeieeiieecieeeece e, $ 3¢ % 23
NGLS ittt 57 82
Total inventorie..............cccccoeeveveuran. $ 9% $ 105
6. Property, Plant and Equipment
Property, plant and equipment by classificationenss follows:
Depreciable December 31,
Life 2013 2012
(millions)
Gathering and transmission syst............... 20-50 year $ 798¢ $ 6,91¢
Processing, storage and terminal facil....... 35- 60 year 3,90¢ 3,03¢
Othelciiiiiiiiii e 3- 30 year 36¢€ 31C
Construction work in progress................... 831 1,49¢
Property, plant and equipmi................... 13,09: 11,75¢
Accumulated depreciation........................ (4,671 (4,427
Property, plant and equipment, net........ $ 8,420 $ 7,331

Interest capitalized on construction projects lfer years ended December 31, 2013, 2012 and 2013$40awillion, $79 million
and $22 million, respectively.

Depreciation expense for the years ended Decendh@033, 2012 and 2011 was $289 million, $265 amiliind $423 million,
respectively.

We revised the depreciable lives for our gatheaing transmission systems, processing, storageseméhgl facilities, and other
assets, effective April 1, 2012. The key contribgtiactors to the change in depreciable lives wiaa@ease in the producers’
estimated remaining economically recoverable resemesulting from the widespread application olfitéques such as hydraulic
fracturing and horizontal drilling that improve coradity production in the regions our assets sekdgances in extraction
processes, along with improved technology useddaté commodity reserves, is giving producers greaicess to unconventional
commodities. The new remaining depreciable livesited in an approximate $180 million reductionl@preciation expense for the
year ended December 31, 2012.

Asset Retirement Obligations- As of December 31, 2013 and 2012, we had $93omi#nd $91 million, respectively, of asset
retirement obligations, or AROs, in other long-tdiabilities in the consolidated balance sheets.the year ended December 31,
2013, accretion benefit was $1 million. For thergeanded December 31, 2012 and 2011, accretiomsgpeas $3 million and less
than $1 million, respectively. Accretion expenseeisorded within operating and maintenance expenser consolidated statements
of operations.

We identified various assets as having an indétete life, for which there is no requirement ttabsish a fair value for future
retirement obligations associated with such as$éisse assets include certain pipelines, gathsyisggms and processing facilities.
A liability for these asset retirement obligatiom#l be recorded only if and when a future retiremnebligation with a determinable
life is identified. These assets have an indeteataitife because they are owned and will operatariandeterminate future period
when properly maintained. Additionally, if the gort of an owned plant containing asbestos weretmabdified or dismantled, we
would be legally required to remove the asbestascWrently have no plans to take actions that evoedjuire the removal of
asbestos in these assets. Accordingly, the faireval the asset retirement obligation related iabkbestos cannot be estimated and
no obligation has been recorded.
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The following table summarizes changes in the asse¢ment obligations included in our balancesgie

December 31

201: 201z
(millions)
Balance, beginning of peri.....cccccccciiiiiiiiiiiiie e, $ 91 $ 73
Accretion (benefit) eXpense ..., (1) 3
Liabilities INCUITE(........c.evveeeeeecieeieieceeeeee e 3 15
Balance, end Of Period ............coovveeeeeeeeeeerereeeeennen $ N2 $ 91

7. Goodwill and Intangible Assets

The change in the carrying amount of goodwill i$cdl®ws:

December 31,

2013 2012
(millions)
Beginning of perio.........cccccccovvvviieeeenenn, $ 72: % 728
(D1 o0 1] 1 0] o S (1) —
End of Period.......cccccveevecerecveeeeiree e $ 722 $ 728

We performed our annual goodwill assessment ategherting unit level. As a result of our assessmeatconcluded that the fair
value of goodwill substantially exceeded its cargyvalue and that the entire amount of goodwikldised on the consolidated
balance sheet is recoverable. We primarily usedadnted cash flow analysis, supplemented by &ehapproach analysis, to
perform the assessment. Key assumptions in thgsaaahclude the use of an appropriate discouet tatminal year multiples, and
estimated future cash flows including an estimé@perating and general and administrative costestimating cash flows, we
incorporate current market information, as welhiesorical and other factors, into our forecastechmodity prices. If actual results
are not consistent with our assumptions and essnat our assumptions and estimates change cesvtinformation, we may be
exposed to goodwill impairment charges, which wdaddecognized in the period in which the carryiatye exceeds fair value.

Intangible assets consist of customer contraatfjdimg commodity purchase, transportation and ggsioig contracts and
related relationships. The gross carrying amoudtsxcumulated amortization of these intangibletasse included in the
accompanying consolidated balance sheets as ibtaragisets, net, and are as follows:

December 31,

2013 2012
(millions)
Gross carrying amouU..........ocoeeeuevenvnnnennn. $ 524 % 524
Accumulated amortization...................... (213 (188
Intangible assets, Net..........c..cccccveeuewe. $ 311 % 33¢€

For the years ended December 31, 2013, 2012 arld @@lrecorded amortization expense of $25 millg2§ million and $26
million, respectively. As of December 31, 2013, tbmaining amortization periods ranged from lessith year to 22 years, with a
weighted-average remaining period of approximaté@lyears.
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Estimated future amortization for these intangdssets is as follows:

Estimated Future Amortization

(millions)
2014, $ 20
2015, 19
2016...cccceeiiiei, 19
2017 i, 19
2018, 18
Thereafter.................. 21¢€

TOtal e $ 311

8. Investments in Unconsolidated Affiliates

We had investments in the following unconsolidaiiates accounted for using the equity method:

Percentage December 31,
Ownership 2013 2012
(millions)
DCP Sand Hills Pipeling, LL........c.cccoeiviiiiiiieeeiiee e 33.33% $ 40z % 263
Discovery Producer Services, LLC ...........ccemvviviimeeennn. 40.00% 347 222
DCP Southern Hills Pipeline, LLC..........ooocooi i, 33.33% 325 253
Front Range Pipeline LLC............uuuiiiiimiam s 33.33% 134 24
Texas Express Pipeline LLC ............eeeei o eeeeeeeieeeeaeenn, 10.00% 96 41
Mont Belvieu Enterprise Fractionator ..........ccccc..evveveeann.. 12.50% 25 18
Main Pass Oil Gathering CoOmMpPe......cccuvvviviieeiieiaiiiiniaannn, 66.67% 23 24
Mont Belvieu | Fractionation Facility ........ccccceeeooeviinnnnn. 20.00% 16 15
Other unconsolidated affiliates.............cccecevvevvecereereeneennn. Various 1C 12
Total investments in unconsolidated affiliates............. $ 137t § 872

There was an excess of the carrying amount ofthestment over the underlying equity of DCP Sarits IRipeline, LLC, or
Sand Hills, of $10 million and $2 million as of Reuber 31, 2013 and 2012, respectively, which is@ated with interest
capitalized during the construction of the SandsHtlpeline. The Sand Hills pipeline was placed service in the second quarter of
2013, and the excess carrying amount is being @adrover the life of the underlying long-lived efssof Sand Hills.

There was a deficit between the carrying amouth@®fnvestment and the underlying equity of Disecg\roducer Services,
LLC, or Discovery, of $28 million and $30 milliors ®f December 31, 2013 and 2012, respectively, wisiassociated with, and is
being amortized over the life of, the underlyingddived assets of Discovery.

There was an excess of the carrying amount oftestment over the underlying equity of DCP Southditls Pipeline, LLC, or
Southern Hills, of $8 million and $2 million asBécember 31, 2013 and 2012, respectively, whielsseciated with interest
capitalized during the construction of the SoutHditls pipeline. The Southern Hills pipeline wasgéd into service in the second
quarter of 2013, and the excess carrying amourgirsy amortized over the life of the underlyingddived assets of Southern Hills.

During the year ended December 31, 2013, we indesteadditional $205 million in our one-third irgsts in Sand Hills and
Southern Hills, combined, to fund continued corgttam on the pipelines.

DCP Partners owns a 33.33% interest in the Frong&aipeline, through its investment in Front RaRgeeline LLC. The Front
Range pipeline is operated by Enterprise, and eaeg@ into service in the first quarter of 2014.

DCP Partners owns a 10% interest in the Texas Ex@geline, through its investment in Texas ExpRipeline LLC. The
Texas Express pipeline is operated by Enterprisgwaas placed into service in the fourth quarte2Qif3.

There was an excess of the carrying amount ofthestment over the underlying equity of Main Pags3@thering Company,
or Main Pass, of approximately $7 million at boted®mber 31, 2013 and 2012, which is associated avithis being amortized over
the life of, the underlying long-lived assets ofiMBRass.
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There was a deficit between the carrying amouth@®fnvestment and the underlying equity of Monlvigei | Fractionation
Facility, or Mont Belvieu |, of approximately $5 liron at both December 31, 2013 and 2012, whidssociated with, and is being
amortized over the life of, the underlying longelivassets of Mont Belvieu I.

Earnings (loss) from unconsolidated affiliates amed to the following:

Year Ended December 3:

2013 2012 2011
(millions)

Sand Hills. ..o $ 5 % — $ —
DTS o0 Y= o SR 1 13 22
Southern Hilli........oooo e (2) — —
TEXAS EXPre..ceeeiiiiiiiiiiiiiiee e (1) — —
Mont Belvieu Enterprise Fractiona................ccccueeeee 13 12 —
MAIN PAS ....oiiiiiiiiiiiicce e 1 — —
MONt BEIVIEU ...oeiiiiiiiiiiiicc e 19 9 6
Other unconsolidated affiliat...........cccccocvvivieiinennnns Q) — (2)

Total earnings from unconsolidated affilic ............ $ 3 3 34 $ 2€

The following tables summarize the combined finahiciformation of unconsolidated affiliates:

Year Ended December 31,

2013 2012 2011
(millions)
Income statement:
Operating revenUi..........cccvvveeeeennne, $ 55¢ $ 431 $ 30C
Operating eXpens..........cccvveeeeenne, $ 35¢ $ 254 $ 21¢
Net iNCOMU.....uuveeeeeiiiiiiieee e, $ 194 $ 17¢ $ 79
December 31,
2013 2012
(millions)
Balance sheet:
Current assets.......cocceeeeeenns $.. 314  $ 165
Long-term assetS...........cceee.. 4,776 3,037
Current liabilities .................... (322) (194)
Long-term liabilities................ (69) (67)
Net aSSets ........occveen..., $. 469 $ 2,941

9. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuationhoeblogies for derivative financial assets andiliizds which are measured at
fair value. Fair values are generally based upanegumarket prices or prices obtained through eatesources, where available. If
listed market prices or quotes are not availabéedatermine fair value based upon a market qudjested by other market-based or
independently sourced market data such as histaacamodity volatilities, crude oil future yield es, and/or counterparty specific
considerations. These adjustments result in asédire for each asset or liability under an “exitet methodology, in line with how
we believe a marketplace participant would vala #sset or liability. Fair values are adjusteckfttect the credit risk inherent in the
transaction as well as the potential impact ofitigting open positions in an orderly manner overasonable time period under
current conditions. These adjustments may incluadeuats to reflect counterparty credit quality, #ffect of our own
creditworthiness, the time value of money and/erliduidity of the market.

e Counterparty credit valuation adjustments are rssazgsvhen the market price of an instrument ismditative of the fair
value as a result of the credit quality of the deyparty. Generally, market quotes assume thabalhterparties have near
zero, or low, default rates and have equal craditity. Therefore, an adjustment may be necessamsflect the credit
quality of a specific counterparty to determine fidne value of the instrument. We record counteparedit valuation
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adjustments on all derivatives that are in a ngtgsosition as of the measurement date in accoedaith our established
counterparty credit policy, which takes into acdcamy collateral margin that a counterparty mayehawsted with us as
well as any letters of credit that they have preulid

» Entity valuation adjustments are necessary toaefle effect of our own credit quality on the fe@lue of our net liability
positions with each counterparty. This adjustmakés$ into account any credit enhancements, suctllageral margin we
may have posted with a counterparty, as well adetters of credit that we have provided. The métthagy to determine
this adjustment is consistent with how we evalgatterparty credit risk, taking into account ownccredit rating, current
credit spreads, as well as any change in suchdgpsace the last measurement date.

e Liquidity valuation adjustments are necessary whierare not able to observe a recent market pricin@ncial instruments
that trade in less active markets for the fair gatureflect the cost of exiting the position. Exafe traded contracts are
valued at market value without making any additimaduation adjustments and, therefore, no ligyidéserve is applied.
For contracts other than exchange traded instrisneset mark our positions to the midpoint of the/ds#t spread, and record
a liquidity reserve based upon our total net pasitiVe believe that such practice results in thetmediable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfadisis and the valuation adjustments describedead@/calculated on this
basis. We believe that the portfolio level approaagdresents the highest and best use for thess assthere are benefits inherent in
naturally offsetting positions within the portfolid any given time, and this approach is consistéhthow a market participant
would view and value the assets and liabilitieshéligh we take a portfolio approach to managingetessets/liabilities, in order to
reflect the fair value of any one individual costravithin the portfolio, we allocate all valuatiadjustments down to the contract
level, to the extent deemed necessary, based ughen #he notional contract volume, or the contradtie, whichever is more
applicable.

The methods described above may produce a faie ealiculation that may not be indicative of netizahle value or reflective
of future fair values. While we believe that ouluadion methods are appropriate and consistentatiter market participants, we
recognize that the use of different methodologremssumptions to determine the fair value of cerfiaencial instruments could
result in a different estimate of fair value at teporting date. We review our fair value poliasa regular basis taking into
consideration changes in the marketplace andcéssary, will adjust our policies accordingly. Skxde 11, Risk Management and
Hedging Activities, Credit Risk and Financial Instrents.

Valuation Hierarchy

Our fair value measurements are grouped into &lereel valuation hierarchy. The valuation hiergrichbased upon the
transparency of inputs to the valuation of an asskability as of the measurement date. The thegels are defined as follows:

» Level 1 — inputs are unadjusted quoted pricesdientical assets or liabilities in active markets.

e Level 2 — inputs include quoted prices fimilar assets and liabilities in active markets, andtisplat are observable for
the asset or liability, either directly or indirggtfor substantially the full term of the finantiastrument.

e Level 3 — inputs are unobservable and consideggdfsiant to the fair value measurement.

A financial instrument’s categorization within thierarchy is based upon the input that requiresitjeest degree of judgment
in the determination of the instrument’s fair valkellowing is a description of the valuation metbmgies used as well as the
general classification of such instruments purstmttie hierarchy.

Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financialtiusnents, which may include exchange traded ingnism(such as New York
Mercantile Exchange, or NYMEX, crude oil or natugak futures) or over-the-counter, or OTC, instmisi¢such as natural gas
contracts, costless commodity collars, crude oM@L swaps). The exchange traded instruments arergity executed on the
NYMEX exchange with a highly rated broker dealevsgy as the clearinghouse for individual transatdi

Our activities expose us to varying degrees of codity price risk. To mitigate a portion of thiskjsand to manage commaodity
price risk related primarily to owned natural gasage and pipeline assets, we engage in natwsal et based trading and
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marketing, and we may enter into natural gas andecoil derivatives to lock in a specific marginamhmarket conditions are
favorable. A portion of this may be accomplishedtigh the use of exchange traded derivative castr&cch instruments are
generally classified as Level 1 since the valuesgisal to the quoted market price of the excharagkett instrument as of our balance
sheet date, and no adjustments are required. Digygetngon market conditions and our strategy we ardgr into exchange traded
derivative positions with a significant time honieto maturity. Although such instruments are exgeamaded, market prices may
only be readily observable for a portion of theatian of the instrument. In order to calculateftievalue of these instruments,
readily observable market information is utilizede extent it is available; however, in the exbat readily observable market data
is not available, we may interpolate or extrapokbstsed upon observable data. In instances whettilvge an interpolated or
extrapolated value, and it is considered signifitarthe valuation of the contract as a whole, weilal classify the instrument within
Level 3.

We also engage in the business of trading enefgtedeproducts and services, which expose us t@enhaariables and
commaodity price risk. We may enter into physicattcacts or financial instruments with the objectfeealizing a positive margin
from the purchase and sale of these commodity-hasedments. We may enter into derivative instrotedor NGLs or other energy
related products, primarily using the OTC derivaitinstrument markets, which are not as active igjitll as exchange traded
instruments. Market quotes for such contracts nmdy loe available for short dated positions (upixonsonths), and an active market
itself may not exist beyond such time horizon. Cacts entered into with a relatively short timeibon for which prices are readily
observable in the OTC market are generally claskifiithin Level 2. Contracts with a longer timeikon, for which we internally
generate a forward curve to value such instrumangsgenerally classified within Level 3. The intty generated curve may utilize
a variety of assumptions including, but not limiteddata obtained from third-party pricing sersicleistorical and future expected
relationship of NGL prices to crude oil prices, kmwledge of expected supply sources coming @ érpected weather trends
within certain regions of the United States, aralftiiure expected demand for NGLs.

Each instrument is assigned to a level within fieeanchy at the end of each financial quarter déjpgnupon the extent to which
the valuation inputs are observable. Generallynstnument will move toward a level within the taechy that requires a lower
degree of judgment as the time to maturity appresiciind as the markets in which the asset tradidgely become more liquid and
prices more readily available in the market, traducing the need to rely upon our internally degwetbassumptions. However, the
level of a given instrument may change, in eithexafion, depending upon market conditions andatraglability of market
observable data.

Interest Rate Derivative Assets and Liabilities

DCP Partners uses interest rate swap agreemepastay its overall capital strategy. These insteuts effectively exchange a
portion of DCP Partners’ existing floating rate tifely fixed-rate debt. DCP Partners’ swaps are gdlyepriced based upon a
London Interbank Offered Rate, or LIBOR, instrumeith similar duration, adjusted by the credit smrdetween DCP Partners and
the LIBOR instrument. Given that a portion of theap value is derived from the credit spread, winicty be observed by comparing
similar assets in the market, these instrumentslassified within Level 2. Default risk on eitrgde of the swap transaction is also
considered in the valuation. DCP Partners recavdaterparty credit and entity valuation adjustmémthe valuation of its interest
rate swaps; however, these reserves are not coegitiebe a significant input to the overall vailomt

Benefits

We offer certain eligible executives the opportytit participate in DCP Midstream LP’s Non-QualifiExecutive Deferred
Compensation Plan, or the EDC Plan. All amountsridmried to and earned by the EDC Plan’s investmard held in a trust
account, which is managed by a third-party serproeider. The trust account is invested in shamitenoney market securities and
mutual funds. These investments are recordedratdhie, with any changes in fair value being rdedras a gain or loss in the
consolidated statements of operations. Given beavalue of the short-term money market securdiesmutual funds are publicly
traded and for which market prices are readilylaiée, these investments are classified within L&v&ee Note 13, Benefits, for
additional discussion of the EDC Plan.
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Nonfinancial Assets and Liabilities

We utilize fair value to perform impairment tesssraquired on our property, plant and equipmeraggall; and intangible
assets. Assets and liabilities acquired in thindyplausiness combinations are recorded at theivédue as of the date of acquisition.
The inputs used to determine such fair value dareguily based upon internally developed cash floedeis and would generally be
classified within Level 3, in the event that we &veequired to measure and record such assets aalfia¢ within our consolidated
financial statements. Additionally, we use fairuato determine the inception value of our ass&ereent obligations. The inputs
used to determine such fair value are primarilyedagoon costs incurred historically for similar Woas well as estimates from
independent third parties for costs that wouldroeiired to restore leased property to the contalgtstipulated condition, and
would generally be classified within Level 3.

The following table presents the financial insteunts carried at fair value, by consolidated balaheet caption and by valuation
hierarchy, as described above:

December 31, 2013 December 31, 2012
Total Total
Carrying Carrying
Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value
(millions)
Current assets (a):
Commodity derivative........................ $ 9 % 28 % 21 % 5¢ % 18 3 22 3 1€ % 57
Shor-term investmen (b)................... $ 28 % — 3 — 3 28 $ 2 9 — 3 — 3 2
Long-term assets:
Commodity derivatives (................... $ — 8 2 3 c 3 2 3 5 % 3 % 1C
Mutual funds (Q.....ccoveeeeeeineeeiieenenne, $ 4 3 — 3 — 3 4 % — 3 — 3 — —
Current liabilities (e):
Commodity derivative........................ $ 9 $ 43 $ (10) $ 62) $ 13 $ 34) $ 14) $ (61)
Interest rate derivativ ............c.......... $ — 3 2 $ — 3 2 $ — 3 4 $ — 4)
Long-term liabilities (f):
Commodity derivative........................ $ — @ $ @ $ 2 3 3) $ ®) $ — ¢ 9)
Interest rate derivativ ....................... $ — 3 — 3 — 8 — 8 — 3 2 $ — 8 2)

(&) Included in current unrealized gains on derivaitngtruments in our consolidated balance sheets.

(b) Includes short-term money market securities inadudecash and cash equivalents in our consolidadéghce sheets.
(c) Included in long-term unrealized gains on derivativstruments in our consolidated balance sheets.

(d) Includes mutual funds included in other long-tessets in our consolidated balance sheets.

(e) Included in current unrealized losses on derivatigeruments in our consolidated balance sheets.

(H Included in long-term unrealized losses on dengaitistruments in our consolidated balance sheets.
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Changes in Levels 1 and 2 Fair Value Measurements

The determination to classify a financial instrutneithin Level 1 or Level 2 is based upon the aafaility of quoted prices for
identical or similar assets and liabilities in getmarkets. Depending upon the information reaalilservable in the market, and/or
the use of identical or similar quoted prices, \Whace significant to the overall valuation, thessiéication of any individual financial
instrument may differ from one measurement dath@émext. To qualify as a transfer, the assetaility must have existed in the
previous reporting period and moved into a diffetewel during the current period. Amounts transfdrin and out of Level 1 and
Level 2 are reflected at fair value as of the efnithe period. During the years ended December @13 2nd 2012, there were no
transfers from Level 1 to Level 2 of the fair vahierarchy. During the years ended December 313 20l 2012, we had the
following transfers from Level 2 to Level 1 of tfar value hierarchy:

Year Ended
December 31,
2013 2012
(millions)
Current assets (8) ....cvveeeeeeviiviveeeeennnnns $ — $ —
Long-term assets (.......oooeveeeeiennnnnnnns $ — 3 1
Current liabilities (€ .........cceeevvvvvrnnnnnn, $ — 3 —
Long-term liablities (&..........ccccceeeenn. $ — 3 —

(a) These financial instruments have moved intonaet level due
to the passage of time.
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Changes in Level 3 Fair Value Measurements

The tables below illustrate a rollforward of theamts included in our consolidated balance sheetddrivative financial
instruments that we have classified within LeveS®ice financial instruments classified as Levsifcally include a combination of
observable components (that is, components thatctireely quoted and can be validated to extermatces) and unobservable
components, the gains and losses in the table bralyinclude changes in fair value due in parttitsesvable market factors, or
changes to our assumptions on the unobservablea@mnfs. Depending upon the information readily okzde in the market,
and/or the use of unobservable inputs, which gmfgant to the overall valuation, the classifioatof any individual financial
instrument may differ from one measurement dath@émext. The significant unobservable inputs usetbtermining fair value
include adjustments by other market-based or ingaly sourced market data such as historical aoditgnvolatilities, crude oil
future yield curves, and/or counterparty specifingiderations. In the event that there is a movétoéinom the classification of an
instrument as Level 3, we have reflected such it@ntise table below within the “Transfers into Le8&and “Transfers out of Level
3” captions.

We manage our overall risk at the portfolio lewasld in the execution of our strategy, we may usenabination of financial
instruments, which may be classified within anyele®ince Level 1 and Level 2 risk managementumsénts are not included in the
rollforwards below, the gains or losses in thedalalo not reflect the effect of our total risk mgeraent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Year Ended December 31, 2013 (a):
Beginning DalANCE............cveueeeeeee e $ 16 $ 3 % (14) $ —
Net realized and unrealized gains (losses) indudearnings (b).. 20 (1) 5) 1)
Transfers iNto LeVEel 3 (C) ....uuereeiiiee e — — — —
Transfers out Of LeVel 3 (C)...vvvieeiiiiiicceeeeeiee e — — 1 —
SEUUBMENES ....eveeeeeeeececeeee et eeememee ettt ee e en e aens (15) — 8 —
ENAING DAIANCE ... $ 21§ 2 % (10) s 1)
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 21§ — 3 (10) s (1)
Year Ended December 31, 2012 (a):
Beginning balanCe...........ccccveiuiiiuiieeeeeee e $ 23 % 5 $ 8 % 1)
Net realized and unrealized gains (losses) indudearnings (b).. 3 (2) (20) 1
Transfers iNto LeVel 3 (C) ....uuuereiiiae e — — — —
Transfers out Of LeVel 3 (C)...vvvieeiiiiiiceeeeeeieee e (2) — — —
SEEEMENTS ..o eeememae e nenee e (9) — 4 —
ENAING DAIANCE ... $ 16 % 3 % (14) $ —
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 17 % (2) $ (14) $ —

(a) There were no purchases, issuances or sales vativgt for the years ended December 31, 2013 @h2. 2

(b) Represents the amount of total gains or lossethéoyear, included in trading and marketing gaies, attributable to changes in
unrealized gains or losses relating to assetsiabitities classified as Level 3.

(c) Amounts transferred in and amounts transferrecdmiteflected at fair value as of the end of théode
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Quantitative Information and Fair Value Sensitiviéis Related to Level 3 Unobservable Inputs

We utilize the market approach to measure thevédire of our commodity contracts. The significanblbiservable inputs used
in this approach are longer dated price quotes.s@usitivity to these longer dated forward cunieqw are presented in the table
below. Significant changes in any of those inpatsolation would result in significantly differefair value measurements,
depending on our short or long position in thesgreats.

Fair Value Forward Curve

Product Group (millions) Range

Assets:
NGLS ...oovieiiieiiecie e, $ 23 $0.21 - $2.11 Per gallon
Natural Gas.................... — $— Per MMBtu (a)
Total assets................. $ 23

Liabilities:
NGLS .ccvvveeiiiieee e $ (11) $0.21 - $2.15 Per gallon
Natural gas..........cc.cuv... — $— Per MMBtu (a)
Total liabilities............... $ (11)

(@) MMBtu represents one million British thermal units.
Estimated Fair Value of Financial Instruments

Valuation of a contract’s fair value is validateddn internal group independent of the marketirggugr While common industry
practices are used to develop valuation technigues)ges in pricing methodologies or the underlgisgumptions could result in
significantly different fair values and income rgodion. When available, quoted market prices args obtained through external
sources are used to determine a contract’s failevédor contracts with a delivery location or diorafor which quoted market prices
are not available, fair value is determined basedr&ing models developed primarily from histotiaad expected relationship with
guoted market prices.

Values are adjusted to reflect the credit risk iehein the transaction as well as the potentiglaict of liquidating open positions
in an orderly manner over a reasonable time penmtkr current conditions. Changes in market pacesmanagement estimates
directly affect the estimated fair value of thesattacts. Accordingly, it is reasonably possiblet $uch estimates may change in the
near term.

The fair value of our interest rate swaps and coditymon-trading derivatives is based on pricepsued by quoted market
prices and other external sources and prices lmasatbdels and other valuation methods. The “pscgported by quoted market
prices and other external sources” category include interest rate swaps, our NGL and crude apsyand our NYMEX positions
in natural gas. In addition, this category includasforward positions in natural gas for which éamvard price curves are obtained
from a third-party pricing service and then valaththrough an internal process which includes ffeeafi independent broker quotes.
This category also includes our forward positionBlGLs at points for which over-the-counter, or Qb&ker quotes for similar
assets or liabilities are available for the futhteof the instrument. This category also includgsfy” transactions whose pricing
inputs are directly or indirectly observable frorteznal sources and then modeled to daily or mgrgtites as appropriate. The
“prices based on models and other valuation methzadegory includes the value of transactions farcl inputs to the fair value of
the instrument are unobservable in the marketmadeare considered significant to the overallalue of the instrument. The fair
value of these instruments may be based upon amalily developed price curve, which was constdietea result of the long dated
nature of the transaction or the illiquidity of thigecific market point.

We have determined fair value amounts using aMailaarket information and appropriate valuationhodblogies. However,
considerable judgment is required in interpretireghat data to develop the estimates of fair vaeeordingly, the estimates
presented herein are not necessarily indicativtheomounts that we could realize in a current etagkchange. The use of different
market assumptions and/or estimation methods may &anaterial effect on the estimated fair valueamts.

The fair value of accounts receivable, accountsipi@yand short-term borrowings are not materigffeient from their carrying
amounts because of the short-term nature of theseiments or the stated rates approximating maakes. Derivative instruments
are carried at fair value. As of December 31, 2@i8carrying and fair value of our long-term déftjuding current maturities of
long-term debt, was $4,962 million and $5,169 wilirespectively. As of December 31, 2012, theyaagrand fair value of our
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long-term debt, including current maturities ofdeterm debt, was $4,693 million and $5,236 milliespectively. We determine the
fair value of our variable rate debt based upordteeounted present value of expected future daglsftaking into account the
difference between the contractual borrowing speeatithe spread for similar credit facilities azbié in the marketplace. We
determine the fair value of our fixed-rate debtdabsn quotes obtained from bond dealers. We djatbsiffair value of our
outstanding debt balances within Level 2 of thevalue hierarchy.

10. Financing
December 31,
2013 2012
(millions)
Commercial paper:
DCP Midstream shc-term borrowing, weighter-average interest rate 0.91% and0.52%,
FESPECHIVEIY ...t ettt e e ettt e e ettt e e e at e e e e e eat s s eeenae e e e aba e e e e e bt e e e e eaaraaee s e nnanaaeearans $ 965 $ 958
DCP Partners sh-term borrowing, weighter-average interest rate of 1.1..........occociiiieeeieninnenn. 33t —
DCP Midstream’s debt securities:
Senior notes
Issued November 2008, interest at 9.700% payabiesaually, due December 2(.................. — 25C
Issued Otober 2005, interest at 5.375% payable semiannuwilly October 20:............ccceeennn. 20C 20C
Issued February 2009, interest at 9.750% payabhi@asaually, due March 20...............cccoc..... 45C 45C
Issued March 2010, interest at 5.350% payable semaly, due March 20:..............ccccvvveeeee.. 600 60C
Issued September 2011, interest at 4.750% payabi@snually, due September 2.................. 50C 50C
Issued August 2000, interest at 8.125% payablessemaally, due August 2030 ..........ccccce....e. 30C 30C
Issued October 2006, interest at 6.450% payabléseually, due November 20...................... 30C 30C
Issued September 2007, interest at 6.750% payabi@snually, due September 2.................. 45C 45C
Junior subordinated notes
Issued May 2013, interest at 5.850% payable semaiyndue May 204...........ccccceeiviiiuiiinnnnns 55C —
DCP Partners’ debt securities
Issued September 2010, interest at 3.25% payailieussually, due October 20............cccvvveeeee... 25C 25C
Issued November 2012, interest at 2.50% payableéasenmslly, due December 2C....................... 50C 50C
Issued March 2012, interest at 4.95% |ble semiannually, due April 20............ccccevvvvieeeeeeneennn. 35C 35C
Issued March 2013, interest at 3.875% payable seméaly, due March 20............ccccccooiiiiiinnnne, 50C —
DCP Partners’ revolving credit facility:
Revolving credit facility, weighte-average variable interest rate of 1.47 of December 3:

2012, due NOVEMDET 2016 ....c.eviiiiiieiiieiiie ettt — 52t
Fair value adjustments related to interest ratg@pdaia value hedges ( 30 32
UNAMOMZed diSCOUNT........ovivieeieeeeeeeeeee et et n e ennenans (18) (14)

TOLAL GBIttt h bbb 6,26 5,651
Current maturities Of 10r-1erM ek ......ooi i e — (250;
DCP Midstream shc-term borrowing (965 (958
DCP Partners Short termM DOMTOWI ...........cuiiviiieieeieeeeee e e es st e ettt esereenee e (335 —

TOUAl 1ONGAEMM TEDL ... st 496: $ 4,44:

() In December 2008, the swaps associated with thiswdere terminated. The remaining long-term falugaf approximately $30
million related to the swaps is being amortized asduction to interest expense through the mgitdate of the debt.

(b) $150 million was swapped to a fixed interest rdtigation with fixed interest rates ranging fron®2% to 2.99%, for a net
effective interest rate of 2.25% on the $525 millaf outstanding debt under DCP Partners’ revoleirglit facility as of
December 31, 2012.

25



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

Approximate future maturities of long-term debthie year indicated are as follows at December @132

Debt Maturities

(millions)

2004 i $ —
200 L 45(
2006 e —
2007 e 50C
200 o —
TREIEAMEr ...t 4,00(
4,95(

Fair value adjustments related to interest ratgdaia
value hedges .......ueeeeiiiiiiiiii s 30
Unamortized diSCOUNt .........ccvvrveeeeeeeeeeeeeeereeeens (18)
LONG-LEIM AEDL ..o emee e $ 4,96z

DCP Midstream'’s Debt Securities In May 2013, we issued $550 million principal@amt of 5.85% Fixed-to-Floating Rate
Junior Subordinated Notes, due May 21, 2043, ob188% Junior Subordinated Notes, for proceedppfaximately $544 million,
net of unamortized offering costs and expense$ ohiflion. The net proceeds were used to repaytdbon borrowings. The 5.85%
Junior Subordinated Notes are unsecured and rdotedinate and junior in right of payment to alloafr existing and future senior
debt. The 5.85% Junior Subordinated Notes are uertagteed by any of our subsidiaries and are theresftructurally subordinated
to all debt and other liabilities of our subsidéai We pay interest semiannually on May 21 and Mbee 21 of each year, beginning
on November 21, 2013 and ending on May 21, 2028réiter, the notes will bear interest at an anraialequal to the sum of the
Three-Month LIBOR Rate for the related interesiqubplus a spread of 385 basis points, payabletepyain arrears on February 21,
May 21, August 21 and November 21 of each yealinbety on August 21, 2023. We may defer the payroéatl or part of the
interest on the notes for one or more periods diyéoconsecutive years. Deferral of interest payts@reclude payment of other
distributions and cannot extend beyond the matdetg of the 5.85% Junior Subordinated Notes. Aatditly, the 5.85% Junior
Subordinated Notes include an optional redemptibaeraby the Company may elect to redeem the notegale or in part from
time-to-time, at the redemption price equal to 1Gff%heir principal amount plus accrued and unpatierest if redeemed on or after
May 21, 2023 or in whole or in part at any timeopto May 21, 2023 at a make-whole redemption prlas accrued and unpaid
interest.

In September 2011, we issued $500 million princgpabunt of 4.75% Senior Notes due September 3, 202he 4.75%
Notes, for proceeds of approximately $496 millioet of unamortized discounts and related offerogtx We pay interest
semiannually on March 30 and September 30 of eaah wnd our first payment occurred on March 3Q22The net proceeds from
this offering were used to repay short-term bormgsiand for general corporate purposes.

The DCP Midstream senior debt securities maturebaedme payable on the respective due dates, ambasubject to any
sinking fund provisions. The DCP Midstream senigotdsecurities are senior unsecured obligatiortsaasredeemable at a premium
at our option. The underwriters’ fees and relatqabases are deferred in other long-term assek®indnsolidated balance sheets and
will be amortized over the term of the notes.

DCP Midstream’s Credit Facilities with Financialgtitutions— In March 2012, we entered into a $2 billion reiryg credit
facility, or the $2 Billion Facility, which matures March 2017 and terminated our existing $1,2%0an revolving credit facility
which would have matured in March 2015 and ourtexgst450 million revolving credit facility which euld have matured in April
2012. The $2 Billion Facility allows for up to tveme-year extensions of the March 2017 maturity,datleject to lender consent.
There were no borrowings outstanding under theifi@®BFacility as of December 31, 2013.

The $2 Billion Facility may be used to support oammercial paper program, our capital expansiognar, working capital
requirements and other general corporate purpaseslaas for letters of credit, up to a maximun$200 million of outstanding
letters of credit. As of December 31, 2013 and 20&2had $965 million and $958 million of commefgaper outstanding, backed
by the $2 Billion Facility, which are included ihart-term borrowings in our consolidated balanaesh As of December 31, 2013
and 2012, we had $8 million and $6 million in ledtef credit outstanding, respectively. As of DebenB1, 2013, the available
capacity under the $2 Billion Facility was $1,02illion, of which approximately $955 million was alable for general working
capital purposes. Our borrowing capacity may bédidnby the $2 Billion Facility’s financial covenarequirements.
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We may prepay all loans at any time without penaitypject to the reimbursements of lender breakages in the case of
prepayment of LIBOR borrowings. The $2 Billion Hagibears interest at either: (1) LIBOR, plus gplkcable margin of 1.175%
based on our current credit rating; or (2) (a)lthse rate which shall be the higher of Wells F&agok N.A.’s prime rate, the Federal
Funds rate plus 0.50% or the LIBOR Market Indeg @ts 1% plus (b) an applicable margin of 0.17%ell on our current credit
rating. The $2 Billion Facility incurs an annuatifidy fee of 0.20% based on our current crediingtThis fee is paid on drawn and
undrawn portions of the $2 Billion Facility.

The $2 Billion Facility requires us to maintain@nsolidated leverage ratio (the ratio of consoidahdebtedness to
consolidated EBITDA as defined) of not more thahtb.1.0, and following the consummation of quatifyacquisitions (as defined),
not more than 5.5 to 1.0, on a temporary basithfee consecutive quarters, including the quantertich such acquisition is
consummated. Commencing with the year ending DeeefSih 2012 and continuing through the year enBiegember 31, 2013, the
definition of consolidated EBITDA under the $2 Riti Facility has been amended to allow for addéladjustments related to
certain projects.

In March 2012, we entered into a $1 billion delaglealw term loan agreement, or the Term Loan. Whaiteted our Term Loan
on July 5, 2013 and expensed approximately $1anilif deferred financing costs relating to theyetatmination of this agreement,
which would have been amortized through the matdiate of September 2014.

DCP Partners’ Debt Securities- In March 2013, DCP Partners issued $500 mikib8.875% 10-year Senior Notes, due March
15, 2023. DCP Partners received proceeds of $480minet of underwriters’ fees, related expermsed unamortized discounts of
$10 million, which were used to fund a portioniué acquisition of an additional 46.67% intereshimEagle Ford system. Interest on
the notes is paid semiannually on March 15 ande®amer 15 of each year, commencing on Septemb&013, The notes will
mature on March 15, 2023, unless redeemed primatarity.

In November 2012, DCP Partners issued $500 mitfdh 50% 5-year Senior Notes, or the DCP Partn&®92 Notes, due
December 1, 2017. DCP Partners received proceek#9dfmillion, net of underwriters’ fees, relateghenses and unamortized
discounts. Interest on the notes is paid semialyholalJune 1 and December 1 of each year, commgdaine 1, 2013.

In March 2012, DCP Partners issued $350 milliod.86% 10-year Senior Notes, or the DCP Partnef94 Notes, due April 1,
2022. DCP Partners received proceeds of $346 miliiet of underwriters’ fees, related expensesuaadgnortized discounts, which
were used to fund the cash portion of DCP Partraeguisition of our 66.67% remaining interest inBeast Texas and to repay
funds borrowed under DCP Partners’ Credit Agreeraadtthe DCP Partners term loan. Interest on thesns paid semiannually on
April 1 and October 1 of each year, and DCP Pastiiiest payment occurred on October 1, 2012.

DCP Partners’ debt securities are senior unseablghtions, ranking equally in right of paymentiwodther unsecured
indebtedness, including indebtedness under the PaEtrers’ Credit Agreement. DCP Partners is natired to make mandatory
redemption or sinking fund payments with respectrtp of these notes, and they are redeemableratrdym at DCP Partners’
option. The underwriters’ fees and related expeasesleferred in other long-term assets in ouraaaded balance sheets and will
be amortized over the term of the notes.

DCP Partners’ Commercial Paper Program In October 2013, DCP Partners entered into a cential paper program, or the
DCP Partners’ Commercial Paper Program, under wh{R Partners may issue unsecured commercial papes, or the Notes.
The DCP Partners’ Commercial Paper Program sesvan alternative source of funding and does notase DCP Partners’ current
overall borrowing capacity. Amounts available unther commercial paper program may be borrowedjdepal re-borrowed from
time to time with the maximum aggregate principabant of Notes outstanding, combined with the anhoutstanding under DCP
Partners’ Credit Agreement, not to exceed $1 hiliilothe aggregate. Amounts undrawn under DCP &attrevolving credit facility
are available to repay the Notes, if necessary.niderities of the Notes will vary, but will noteed 397 days from the date of
issue. The Notes are sold under customary tertieinommercial market and may be issued at a disdéem par, or, alternatively,
may be sold at par and bear varying interest @tesfixed or floating basis. The proceeds fromiskaance of the Notes are
expected to be used for capital expenditures dmet general partnership purposes. As of Decemhe2@®B, DCP Partners had
$335 million of commercial paper outstanding whéeh included in short-term borrowings in the coidsted balance sheets.

DCP Partners’ Credit Facilities with Financial Insitions— The DCP Partners’ Credit Agreement consists$i aillion
revolving credit facility, that matures November, 2016. At December 31, 2013 and 2012, DCP Parbtaat<$1 million of letters of
credit issued under the DCP Partners’ Credit AgerenAs of December 31, 2013, the unused capacignthe revolving credit
facility was $664 million, net of outstanding bowiogs under DCP Partners’ Commercial Paper Progradietters of credit, which
was available for general working capital purpoS#SP Partners’ borrowing capacity may be limiteddgyP Partners’ Credit
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Agreement’s financial covenant requirements. Exgefiie case of default, amounts borrowed undebtBE Partners’ Credit
Agreement will not become due prior to the Novenii®r2016 maturity date.

DCP Partners may prepay all loans at any time witpenalty, subject to the reimbursements of lebdeskage costs in the case
of prepayment of LIBOR borrowings. The DCP Parth€redit Agreement bears interest at either: (BQR, plus an applicable
margin of 1.25% based on DCP Partners’ currentitoratihg; or (2) (a) the base rate which shalthehigher of Wells Fargo Bank
N.A.’s prime rate, the Federal Funds rate plus%.%0 the LIBOR Market Index rate plus 1% plus (b)agplicable margin of 0.25%
based on DCP Partners’ current credit rating. €elving credit facility incurs an annual facilifige of 0.25% based on DCP
Partners’ current credit rating. This fee is paiddoawn and undrawn portions of the revolving dréadiility.

The DCP Partners’ Credit Agreement requires DOBhBis to maintain a leverage ratio (the ratio @FDPartners’ consolidated
indebtedness to DCP Partners’ consolidated EBITiDA&ach case as is defined by the Credit Agreenoém)dt more than 5.0 to 1.0,
and following the consummation of qualifying acdfiosis (as defined by the DCP Partners’ Credit &gnent), not more than 5.5 to
1.0, on a temporary basis for three consecutivetgnsa including the quarter in which such acqigeiis consummated.

Other Financing— During the year ended December 31, 2013, DCh&artssued 1,408,547 of its common units pursieant
the equity distribution agreement entered into ugést 2011, or the 2011 equity distribution agregm@CP Partners received
proceeds of $67 million, net of commissions anérifiy costs of $2 million, which were used to ficagrowth opportunities and for
general partnership purposes. During the year ebéedmber 31, 2012, DCP Partners issued 1,147 fa&lcmmmon units under
the 2011 equity distribution agreement, and recepreceeds of $47 million, net of commissions affiérimg costs. During the year
ended December 31, 2011, DCP Partners issued B4f28 common units under the 2011 equity distidn agreement, and
received proceeds of $30 million, net of commissiand offering costs. The 2011 equity distribuigneement provided for the
offer and sale of common units having an aggregfféeing amount of up to $150 million. As of Deceenl31, 2013, no common
units remain available for sale pursuant to thisitgglistribution agreement and DCP Partners hasgiltered the corresponding
registration statement.

In November 2013, DCP Partners entered into artyedisitribution agreement, or the 2013 equity distion agreement, with a
group of financial institutions as sales agent® agreement provides for the offer and sale frome tio time, through DCP Partners’
sales agents, of common units having an aggreffaténg amount of up to $300 million. During theayeended December 31, 2013,
DCP Partners issued 1,839,430 of its common unitsyant to the 2013 equity distribution agreemedtraceived proceeds of $87
million, net of accrued commissions and offeringtsaf $1 million, which were used to finance gtowpportunities and for general
partnership purposes. As of December 31, 2013pappately $212 million aggregate offering priceEP Partners’ common units
remain available for sale pursuant to the 2013teglistribution agreement.

In August 2013, DCP Partners issued 9,000,006 @oitnmon units at $50.04 per unit. DCP Partnersved proceeds of $434
million, net of offering costs.

In March 2013, DCP Partners issued 12,650,00& @oimmon units at $40.63 per unit. DCP Partnersved proceeds of $494
million, net of offering costs.

In July 2012, DCP Partners closed a private plactmequity with a group of institutional invessain which DCP Partners
sold 4,989,802 of its common units at a price &.%$3 per unit and received proceeds of $174 mijlliet of offering costs.

In March 2012, DCP Partners issued 5,148,500 @bitsmon units at $47.42 per unit. DCP Partnersvederoceeds of $234
million, net of offering costs.

In March 2011, DCP Partners issued 3,596,636 commiis at $40.55 per unit. DCP Partners receivedgeds of $140
million, net of offering costs.

11. Risk Management and Hedging Activities, CrediRisk and Financial Instruments

Our day-to-day operations expose us to a varietisk$ including but not limited to changes in hriees of commodities that we
buy or sell, changes in interest rates, and thditererthiness of each of our counterparties. Weagarcertain of these exposures
with either physical or financial transactions. YWve established a comprehensive risk managemkiay, g Risk Management
Policy, and a risk management committee, or thk Risnagement Committee, to monitor and manage rmesks associated with
commodity prices and counterparty credit. Our Riltnagement Committee is composed of senior exexsutiho receive regular
briefings on positions and exposures, credit exgssand overall risk management in the contextarket activities. The Risk
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Management Committee is responsible for the overaliagement of credit risk and commaodity price, fis&uding monitoring
exposure limits. The following describes each efiikks that we manage.

Commodity Price Risk

Our portfolio of commodity derivative activity isimarily accounted for using the mark-to-market Imoet of accounting;
however, depending upon our risk profile and olbjest in certain limited cases, we may executestrations that qualify for the
hedge method of accounting. The risks, strategidsrestruments used to mitigate such risks, asagthe method of accounting are
discussed and summarized below.

Natural Gas Asset Based Trading and Marketing

Our natural gas storage and pipeline assets amsedo certain risks including changes in commaatices. We manage
commodity price risk related to our natural gasesgie and pipeline assets through our commodityalére program. The
commercial activities related to our natural gasagje and pipeline assets primarily consist optivehase and sale of gas and
associated time spreads and basis spreads.

A time spread transaction is executed by establishilong gas position at one point in time andldisthing an equal short gas
position at a different point in time. Time spraehsactions allow us to lock in a margin suppohtgdthe injection, withdrawal, and
storage capacity of our natural gas storage assletsnay execute basis spread transactions to meitilga risk of sale and purchase
price differentials across our system. A basisagteansaction allows us to lock in a margin onghwsical purchases and sales of
gas, including injections and withdrawals from atm. We typically use swaps to execute these thossa, which are not designated
as hedging instruments and are recorded at faiewsith changes in fair value recorded in the eurperiod consolidated statements
of operations. While gas held in our storage lacetiis recorded at the lower of average cost okehathe derivative instruments
that are used to manage our storage facilitiesemarded at fair value and any changes in fairevale currently recorded in our
consolidated statements of operations. Even thauggimay have economically hedged our exposure ahkedoin a future margin,
the use of lower-of-cost-or-market accounting for physical inventory and the use of mark-to-madaetounting for our derivative
instruments may subject our earnings to markettiitta

DCP Partners Commaodity Cash Flow Hedges

In order for our storage facility to remain opesatl, a minimum level of base gas must be maindaimeach storage cavern,
which is capitalized on our consolidated balan@ethas a component of property, plant and equipmen During 2011, Southeast
Texas Holdings, GP, or Southeast Texas, a subgididdCP Partners, commenced an expansion prajdmiitd an additional
storage cavern. To mitigate risk associated wighfohecasted purchase of natural gas, DCP Paerecsited a series of derivative
financial instruments, which were designated ak flasy hedges. During the second half of 2013, Beast Texas purchased base
gas to bring the storage cavern into operation.bet@nce in AOCI of these cash flow hedges wadassposition of $3 million as
of December 31, 2013. While the cash paid upofesatint of these hedges economically fixed the oaghired to purchase base
gas, the deferred loss will remain in AOCI unti ttavern is emptied and the base gas is sold.

NGL Proprietary Trading

Our NGL proprietary trading activity includes tragienergy related products and services. We urkd@ettt@se activities through
the use of fixed forward sales and purchases, badispread trades, storage opportunities, putptihns, term contracts and spot
market trading. These energy trading operationgxgresed to market variables and commodity pridewith respect to these
products and services, and these operations mayiatd physical contracts and financial instrursenith the objective of realizing
a positive margin from the purchase and sale ofngodity-based instruments. These physical and fiahimstruments are not
designated as hedging instruments and are recatdeut value with changes in fair value recordethie current period consolidated
statements of operations.

We employ established risk limits, policies andogaures to manage risks associated with the nafasasset based trading and
marketing and NGL proprietary trading.

Commodity Cash Flow Protection Activities at DCPreers

DCP Partners is exposed to the impact of marketuations in the prices of natural gas, NGLs antleasate as a result of its
gathering, processing and sales activities. Fdregatg and processing services and sales, DCPePartray receive cash or
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commodities as payment for these services or siggnding on the contract type. DCP Partnersseimtir derivative financial
instruments to mitigate a portion of the risk ofakening natural gas, NGL and condensate pricesiasst with its gathering,
processing and sales activities, thereby stabgi#gcash flows. DCP Partners has mitigated afsignt portion of its expected
commodity cash flow risk associated with its gatiggrprocessing and sales activities through 20itl6 @@mmodity derivative
instruments. DCP Partners’ commodity derivativérimaents used for its hedging program are a cortibimaf direct NGL product,
crude oil and natural gas hedges. Due to the limdtpth and tenor of the NGL derivatives marketPORartners has used crude oil
swaps and costless commodity collars to mitiggtertion of its commaodity price risk exposure for NG Historically, prices of
NGLs have generally been related to the price wdeoil; however, there are periods of time wherLd@cing may be at a greater
discount to crude oil pricing, resulting in additéd exposure to NGL commodity prices. The relatigm®f NGLs to crude oll
continues to be lower than historical relationshifzavever, a significant amount of DCP PartnersINt@dges from 2014 through
2016 are direct product hedges with us. When itdepil swaps become short-term in nature, DCPEarhas periodically
converted certain crude oil derivatives to NGL datives by entering into offsetting crude oil swagsle adding NGL swaps. These
transactions are primarily accomplished throughuges of forward contracts that effectively exchaD@P Partners’ floating price
risk for a fixed price. DCP Partners has alsozgdi crude oil costless commodity collars that minénits floating price risk by
establishing a fixed price floor and a fixed praegling. However, the type of instrument that DGRtRers uses to mitigate a portion
of its risk may vary depending on DCP Partner& nmnagement objective. These transactions aréasignated as hedging
instruments for accounting purposes and the chiarfigér value is reflected in the current periodhin our consolidated statements
of operations as trading and marketing gains, net.

Interest Rate Risk

We enter into debt arrangements that have eitked for floating rates, therefore we are exposedatrket risks related to
changes in interest rates. We periodically useésteate swaps to convert variable interest tatéged rates on our existing debt.
Our primary goals include: (1) maintaining an ajpiate ratio of fixed-rate debt to floating-ratebtig2) reducing volatility of
earnings resulting from interest rate fluctuaticarg] (3) locking in attractive interest rates.

At December 31, 2013, DCP Partners had interesisiahp agreements extending through June 201efittnal values
totaling $150 million, which are accounted for unttee mark-to-market method of accounting and oeppirospectively
approximately every 30 days. Under the terms ofriterest rate swap agreements, DCP Partners pagsrates ranging from
2.94% to 2.99%, and receives interest paymentsit@séhe one-month LIBOR. Prior to August 2013, D%Rtners’ interest rate
swaps were designated as cash flow hedges whéreleffective portions of changes in fair value wex@gnized in AOCI in the
consolidated balance sheets. The deferred los3 wiilion in AOCI, at the time of de-designationijle reclassified into earnings
as the hedged transactions impact earnings.

In March 2012, DCP Partners settled $195 millioitoforward-starting interest rate swap agreemfemt$7 million. The
remaining net deferred losses in AOCI of $5 milliahthe settlement date, will be amortized interest expense, net associated with
DCP Partners’ long-term debt through 2022.

We previously had interest rate cash flow hedgesain value hedges in place that were terminat€2DDO and 2008,
respectively. As a result, the remaining net lasfeed in AOCI relative to these cash flow hedmes the remaining net loss
included in long-term debt relative to these failue hedges will be reclassified to interest expenst through the remaining term of
the debt through 2030, as the underlying transastimpact earnings.

Credit Risk

Our principal customers range from large, natuaal marketers to industrial end-users for our nhgas products and services,
as well as large multi-national petrochemical afthing companies, to small regional propane diatars for our NGL products and
services. Substantially all of our natural gas @1 sales are made at market-based prices. Apped&lyn40% of our NGL
production is committed to Phillips 66 and CPChbaoth related parties, under an existing 15-yeatraot) the primary production
commitment of which expires in December 2014. Toiscentration of credit risk may affect our ovecadédit risk, in that these
customers may be similarly affected by changesamemic, regulatory or other factors. Where expdseaxtedit risk, we analyze the
counterparties’ financial condition prior to enteyinto an agreement, establish credit limits anditor the appropriateness of these
limits on an ongoing basis. We may use various enagjreements that include language giving usigi to request collateral to
mitigate credit exposure. The collateral languageides for a counterparty to post cash or letvéigedit for exposure in excess of
the established threshold. The threshold amounésepts an open credit limit, determined in acawedavith our credit policy. The
collateral language also provides that the inghititpost collateral is sufficient cause to terrtena contract and liquidate all
positions. In addition, our master agreements amagtandard gas and NGL sales contracts contaguatie assurance provisions,
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which allow us to suspend deliveries and cancaegents, or continue deliveries to the buyer &ftebuyer provides security for
payment in a satisfactory form.

Contingent Credit Features

Each of the above risks is managed through theutivecof individual contracts with a variety of adarparties. Certain of our
derivative contracts may contain credit-risk redatentingent provisions that may require us to taaain actions in certain
circumstances.

We have International Swap Dealers AssociatiohSB,, contracts which are standardized master lagahgements that
establish key terms and conditions which govertagederivative transactions. These ISDA contraot#ain standard credit-risk
related contingent provisions. Some of the prowvisiove are subject to are outlined below.

* Inthe event that we or DCP Partners were to bendoaded below investment grade by at least onleeofriajor credit rating
agencies, certain of our ISDA counterparties hheaight to reduce our collateral threshold to zpagentially requiring us
to fully collateralize any commodity contracts inet liability position.

e In some cases, our ISDA contracts contain crosauftgirovisions that could constitute a credit-rislated contingent
feature. For example, if we were to fail to makeguired interest or principal payment on a deftrinmment, above a
predefined threshold level, and after giving eftecany applicable notice or grace period as ddfinghe ISDA contracts,
our ISDA counterparties may have the right to retjearly termination and net settlement of anytantiing derivative
positions.

Depending upon the movement of commodity pricesiatedest rates, each of our individual contradth wounterparties to our
commodity derivative instruments or interest ratas instruments are in either a net asset or aaitity position. Our commodity
derivative contracts that are not governed by ISDAtracts do not have any credit-risk related ogetint features. As of December
31, 2013, we had $8 million of individual commaoditgrivative contracts that contain credit-risk tethcontingent features that were
in a net liability position, and have not posteg aash collateral relative to such positions. ¢fedit-risk related event were to occur
and we were required to net settle our positioh it individual counterparty, our ISDA contractsmié us to net all outstanding
contracts with that counterparty, whether in aasset or net liability position, as well as anyhceallateral already posted. As of
December 31, 2013, if a credit-risk related evesmtento occur, we may be required to post additioabdteral. Although our
commodity derivative contracts that contain creidik-related contingent features were in a neflitglposition as of December 31,
2013, if a credit-risk related event were to octiue, net liability position would be partially offsby contracts in a net asset position
reducing our net liability to $6 million.

As of December 31, 2013, DCP Partners had $15@®milif interest rate swap instruments that wer et liability position of
$2 million and were subject to credit-risk relatehtingent features. If DCP Partners were to havevant of default relative to any
covenants of the DCP Partners’ Credit Agreemeat,dbcurs and is continuing, the counterpartid3@® Partners’ swap instruments
have the right to request that DCP Partners nié¢ $bé instrument in the form of cash.

Collateral

As of December 31, 2013, we held letters of creti#66 million from counterparties to secure tHeture performance under
financial or physical contracts. We had cash dépesgth counterparties of $15 million included ither current assets as of
December 31, 2013, to secure our obligations tuigecfuture services or to perform under financiahtracts. As of December 31,
2013, DCP Partners had no cash collateral postidceuinterparties to its commodity derivative instents. Previously, we had
issued and outstanding parental guarantees to#fgnillion in favor of certain counterpartiesD€P Partners’ commodity
derivative instruments to mitigate a portion of DR&tners’ collateral requirements with those cenparties. These parental
guarantees reduced the amount of cash DCP Pantiagrbe required to post as collateral. In Augudi32@ve terminated these
guarantees with DCP Partners. Collateral amoundisdngposted may be fixed or may vary, dependinghervalue of the underlying
contracts, and could cover normal purchases aed,dahding and hedging contracts. In many casesna our counterparties
publicly disclose credit ratings, which may impt amounts of collateral requirements.

Physical forward contracts and financial derivagiaee generally cash settled at the expiratiohetbntract term. These
transactions are generally subject to specificicprdvisions within the contracts that would alltive seller, at its discretion, to
suspend deliveries, cancel agreements or contieliedes to the buyer after the buyer providesisgcfor payment satisfactory to
the seller.
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Offsetting

Certain of our derivative instruments are subje@ tnaster netting or similar arrangement, whervebynay elect to settle
multiple positions with an individual counterpattyough a single net payment. Each of our individiegivative instruments are
presented on a gross basis on the consolidateddeadheets, regardless of our ability to net settigpositions. Instruments that are
governed by agreements that include net settleagiome allow final settlement, when presented witermination event, of
outstanding amounts by extinguishing the mutuatsletved between the parties in exchange for ametiat due. We have trade
receivables and payables associated with derivatstauments, subject to master netting or sinazreements, which are not
included in the table below. The following summasizhe gross and net amounts of our derivativeuimgnts:

December 31, 2013 December 31, 2012

Gross Gross
Amounts of Amounts of
Assets and Amounts Not Assets and Amounts Not
(Liabilities) Offset in the (Liabilities) Offset in the
Presented in  Balance Sheet — Presented in  Balance Sheet —
the Balance Financial Net the Balance Financial Net
Sheet Instruments (a) Amount Sheet Instruments (a) Amount
(millions)
Assets:
Commodity derivative instruments........ $ 69 $ 2 $ 67 $ 67 $ 3) $ 64
Liabilities:
Commodity derivative instruments........ $ (B4 % 2 $ (62 % (70) $ 3 $ (67)
Interest rate derivative instruments........ $2) ( $ — $ 2 $ (6) $ — $ (6)

(@) There is no cash collateral pledged or receivethagthese positior

Summarized Derivative Information

The fair value of our derivative instruments tha designated as hedging instruments and thosarthatarked-to-market each
period, and the location of each within our cortatitd balance sheets, by major category, is surneabsais follows:

December 31, December 31,

Balance Sheet Line Item 2013 2012 Balance Sheet Line Item 2013 2012
(millions) (millions)
Derivative Assets Designated as Hedging Instruments Derivative Liabilities Designated as Hedging Insuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............ $ — % — instruments — current............. — % 4)
Unrealized gains on derivati Unrealized losses on derivati\
instrument«— long-terrr......... — — instrument— long-term........... — (2
$ — $ — — 3 (6)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............ $ — 3 — instruments — current............. — % (3)
$ — $ — — 3 3)

Derivative Assets Not Designated as Hedging Instrusnts:

Interest rate derivatives:
Unrealized gains on derivati

instruments — current............ $ — 3 —
$ — $ —
Commodity derivatives:
Unrealized gains on derivati
instruments— curren ............. $ 5¢ $ 57
Unrealized gains on derivati
instruments — long-term...... 10 10
$ 69 $ 67

Derivative Liabilities Not Designated as Hedging Istruments:

Interest rate derivatives:
Unrealized losses on derivati

instruments — current............. $

Commodity derivatives:
Unrealized losses on derivee

instruments— curren ...............

Unrealized losses on derivati

instruments — long-term........
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The following table summarizes the balance andiggtvithin AOCI relative to our interest rate andmmodity derivatives, net
of noncontrolling interest, for the year ended Deloer 31, 2013:

Interest Rate Commaodity
Derivatives Derivatives Total
(millions)

Net deferred losses in AOCI, beginning balance......ccccccccccvvveeeee. $ 4) $ (5) $ 9)
Gains recognized in AOCI on derivatives — effecppegtion............... — — —
Losses reclassified from AOCI — effective portion..............ccccceeeeeee. 1 (@ 2 (b) 3
Net deferred losses in AOCI, ending balance... .9 (3) $ (3) $ (6)
Deferred loses in AOCI expected to be reclassmed |nt0 eammger

$ 1) $ — $ 1)

the NeXt 12 MONTNS ..o et rrne e

(@) Included in interest expense, net in our consaidiatatements of operations.
(b) Included in noncontrolling interest in our consatied balance sheets, as a result of changes owmarship interest in

DCP Partners.

For the year ended December 31, 2013, no derivg#ires or losses were recognized in trading andetiag gains, net and
interest expense, net in our consolidated statenuértperations attributable to the ineffectivetipor of our derivative instruments,
as a result of exclusion from effectiveness testings a result of the discontinuance of cash fiedges related to certain forecasted

transactions that are not probable of occurring.

The following table summarizes the impact on ourschidated balance sheets and consolidated stat®oferperations of our
derivative instruments, net of noncontrolling il that are accounted for using the cash flowéadethod of accounting for the
year ended December 31, 2012:

Losses Recognize

in Income on
Losses Derivatives —
Losses Reclassified Ineffective Portion
Recognized in from AOCI to and Amount
AOCI on Earnings — Excluded from
Derivatives — Effective Effectiveness
Effective Portion Portion Testing (a)
Year Ended December 3, 201:
(millions)
Commodity derivative instruments.............. $ 1) $ 1) $ —
Interest rate derivati' instrumers................. $ — $ 3) by $ —

(a) For the year ended December 31, 2012, no derivgéives or losses were reclassified from AOCI taenirperiod
earnings as a result of the discontinuance of flaghhedges related to certain forecasted trarmasthat are not
probable of occurring or as a result of exclusiomf effectiveness testing.

(b) Included in interest expense, net in our consaidiatatements of operations.

Change in value of derivative instruments, for white hedge method of accounting has not beeredlé@m one period to the
next, are recorded in the consolidated statemémisayations. The following summarizes these anmantl the location within the

consolidated statements of operations that sucluaisare reflected.

Year Ended December 31,

Commodity Derivatives: Statement of Operations Lindtem 2013 2012 2011
(millions)
Realized gaiil.........ccooiviiiiee e $ 31 % 86 $ 28
5 — 50

Unrealized gair........cccccovvviveiieireeineineieeienenenneeeeeeen
Trading and marketing gains, Net ...........ccccecuvvvrimeeeen.

$ 36 $ 86 $ 78

We do not have any derivative financial instrumehéd qualify as a hedge of a net investment.
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The following tables represent, by commodity typar, net long or short derivative positions, as waslthe number of
outstanding contracts that are expected to pgroalentirely settle in each respective year. Toektent that we have long dated
derivative positions that span multiple calendargethe contract will appear in more than oneitiex@ in the table below.
Additionally, relative to the hedging of certainafr storage and/or transportation assets, we xegué basis transactions for
natural gas, which may result in a net long/shositn of zero. This table also presents our aeg lor short natural gas basis swap

positions separately from our net long or shortiredtgas positions.

December 31, 2013

Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Net (Short)
Net Short Number (Short) Long Number Long Number Net Long Number
Year of Position of Position of Position of Position of
Expiration (Bbls) (a)  Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2014.......cc.... (1,323,250) 448 (19,102,550) 273 (19,991,853) 445  (b) 25,065,000 105
2015....cceevee (465,000) 51 2,737,500 28 703,344 12 1,875,000 4
2016......cccneee. (498,000) 14 — — — — — —
(@) Bbls represents barrels.
(b) Includes 49 physical index based derivative cotgrantaling (20,580,664) Bbls.
December 31, 2012
Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net
Net Short Number Short Number Net Short Number Net Short Number
Year of Position of Position of Position of Position of
Expiration (Bbls) (a)  Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2013..ciiiiinn, (1,139,514) 478 (18,670,425) 239 (12,966,380) 410 (b) (1,615,000) 132
2014, (825,500 11¢ (365,000 3 (8,910,000 4 (o) (1,350,00C 4
2018 ., (293,000 13 — — — — — —
202€...ccciiinnnnn, (183,000 1 — — — — — —

(a) Bbls represents barrels.
(b) Includes 34 physical index based derivative cotgrantaling (13,612,800) Bbls.

(c) Includes 2 physical index based derivative condgramtaling (9,000,000) Bbls.

As of December 31, 2013, DCP Partners had intesgstswaps outstanding with individual notionaluesl of $70 million and
$80 million, which, in aggregate, exchange $150ionilof DCP Partners’ floating rate obligation tfix@ed rate obligation through

June 2014.
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12. Equity-Based Compensation
We recorded equity-based compensation expensdl@asdpthe components of which are further describelow:

Year Ended December 31,
2013 2012 2011
(millions)
..................................... $ 18 3% 14 % 25

DCP Midstream, LLC Long-Term Incentive Plan

DCP Partners’ Long-Term Incentive Plan (DCP PasifeFIP).................... 2 2 6
o1 OO $ 20 % 16 % 31
Unrecognized
Compensation Weighted-
Expense at Average
Vesting December 31, Estimated Remaining
Period 2013 Forfeiture Vesting
(years) (millions) Rate (years)
DCP Midstream LTIP:
Strategic Performance Units (SPUS) ........cccceeemiiiiiiiceeennen. 3 $ 7 0% - 15% 2
Phantom UNItS .........ccoveiiiiiec e 1-3 $ 5 0% - 19% 2
DCP Partners’ LTIP:
Performance Phantom UNitS.........cccoevvieeiiieeiiiiiiicceecei, 3 $ — 0% - 10% 2
Restricted Phantom UNItS ............covev e e seeveeesniienesnnenns 1-3 $ — 0% - 10% 2

DCP Midstream LTIP— Under the DCP Midstream LTIP, or LTIP, awards rhaygranted to our key employees. The DCP
Midstream LTIP provides for the grant of Stratelgarformance Units, or SPUs, and Phantom Units.SHigs and Phantom Units
consist of a notional unit based on the value afrbon shares or units of Phillips 66, Spectra EnargyyDCP Partners. Each award

provides for the grant of dividend or distributiequivalent rights, or DERs. The LTIP is administiebg the compensation
committee of our board of directors. All awards subject to cliff vesting.
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Strategic Performance Units Fhe number of SPUs that will ultimately vest ramgealue up to 200% of the outstanding SPUs,
depending on the achievement of specified perfocesargets over a three year period. The finabperdnce payout is determined
by the compensation committee of our board of tirsc The DERSs are paid in cash at the end ofénpnance period. The
following tables presents information related tdJSP

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Units Per Unit Per Unit
Outstanding at January 1, 2011............commmmeeeeeenn 340,870 $ 21.66
Granted ........oeeiiveeeiiiii e ereee e, 122,020 $ 38.59
Forfeited ........vvvveeeiiiiiiee e e (5,786) $ 27.15
VESEEA (B) v eeeeeee e (201,129) ¢ 18.51
Outstanding at December 31, 2011..........ceccmee.e.e. 255975 % 34.10
Granted (D) ..ccvveeeeeeiiie e 173,129 % 36.98
Forfeited ........uvvveeeiiiiiee e e (20,067) $ 35.34
VESEEA (C) vt (141,650) $ 30.35
Outstanding at December 31, 2012..........coceeeeeeee.. 267,387 % 37.86
Granted .......c.eeeiiiiieiee e, 123,682 $ 41.01
Forfeited ........oooiveeiiiiec e (43,658) $ 38.71
VESEEA (A) vt (116,511) $ 38.02
Outstanding at December 31, 2013..........ccocoe...... 230,900 g 3930 $  51.94
EXpected tO VESE......ccvvviiiie e 217,239 $ 39.27 $ 51.99

(&) The 2009 grants vested at 155%.

(b) Includes the impact of conversion of the underly8egurities, in connection with Phillips 66’s
separation from ConocoPhillips, granted under 91022011 and 2012 LTIP.

(c) The 2010 grants vested at 130%.

(d) The 2011 grants vested at 142%

The estimate of SPUs that are expected to vesisisdhon highly subjective assumptions that coudahge over time, including
the expected forfeiture rate and achievement dbpeaance targets. Therefore the amounts of unrézedrcompensation expense
noted above does not necessarily represent the tratiwill ultimately be realized in our consotielh statements of operations.

The following table presents the fair value of siviested and the unit-based liabilities paid fat-based awards related to the
strategic performance units:

Fair Value of Unit-Based

Units Units Vested Liabilities Paid

(millions)
Vested or paid in cash in 2011............cceeeeecvvveeene. 201,129 $ 15 $ 3
Vested or paid in cash in 2012............cccceeecvveenn.. 141,650 $ 8 $ 14
Vested or paid in cash in 2013............ccceeeecvveeenn. 116,511 $ 8 $ 7
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Phantom Units —¥he DERs are paid quarterly in arrears. The follmatable presents information related to PhantoitstUn

Measurement
Date
Grant Date Weighted-
Weighted- Average Price

Units Average Price Per Unit

Outstanding at January 1, 2011............commmmmeeeeee... 370,290 $ 23.41

Granted ........coccveveeiiiee e eee e eme e 122,020 $ 38.58

Forfeited ........ocooiiiiiiieeii e (1,250) $ 32.71

A= =L [N (268,090) $ 20.78
Outstanding at December 31, 2011.........ccccceeeeee.. 222,970 $ 34.68

Granted (Q).......ccvvrrreeeiiiiiiee e 175,490 $ 37.14

Forfeited .......oooeeviiiiiieii e (18,590) $ 35.34

A= =T [T (139,670) $ 31.98
Outstanding at December 31, 2012..........ceeeeeemeee... 240,200 38.00

Granted ........cocveveeiiiieeeiie e eeeree e emm e 134,427 % 41.78

Forfeited ........ocooiiiiiiieeii e (23,215) $ 39.81

A= =T [ ORRRR (143,890) $ 38.10
Outstanding at December 31, 2013..........ccoeume...... 207,522 g 40.18 $ 5175
EXpected t0 VESE......cccovveeiiiiiiie e 192,537 % 40.42 $ 51.36

() Includes the impact of conversion of the underhgegurities, in connection with Phillips 66’s
separation from ConocoPhillips, granted under 91022011 and 2012 LTIP.

The following table presents the fair value of sivésted and the unit-based liabilities paid fat based awards related to the
phantom units:

Fair Value of Unit-Based

Units Units Vested Liabilities Paid
(millions)
Vested or paid in cash in 2011..........ccoceeeeceveevenen, 268,090 $ 8 $ 4
Vested or paid in cash in 2012..........c..ceeeeceveeeenen, 139,670 $ 6 $ 9
Vested or paid in cash in 2013..........c.ceeeeceveeeennen, 143,890 $ 5 $ 7

DCP Partners’ Phantom Units Fhe DERs are paid quarterly in arrears. The folfimatable presents information related to the
DCP Partners’ Phantom Units:

Grant Date
Weighted- Measurement
Average Price Date Price
Units Per Unit Per Unit
Outstanding at January 1, 2011............commmmeeeeeenn 17,300 $ 35.56
A= (=1 [ (5,766) ¢ 35.56
Outstanding at December 31, 2011........ccceecceeeeee... 11,534 $ 35.56
A= (=1 [ (5,767) ¢ 35.56
Outstanding at December 31, 2012..........coccomee...... 5767  $ 35.56
VESEEA .. .vviiieee it (5,767) % 35.56
Outstanding at December 31, 2013..........ccceeeeeeeeee. — % — $ —
EXpected t0 VESt.......cccccieiieecie et — 3 — $ —

The fair value of units that vested, and the uagdd liabilities paid during the years ended Deeerél, 2013, 2012 and 2011
was less than $1 million for all periods.
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DCP Partners’ LTIP— Under DCP Partners’ 2005 LTIP, which was adopte®6P Midstream GP, LLC, equity instruments
may be granted to key employees, consultants aadtdis of DCP Midstream GP, LLC and its affiliateso perform services for
DCP Partners. The DCP Partners’ 2005 LTIP providethe grant of limited partner units, or LPUsaptom units, unit options and
substitute awards, and, with respect to unit ogtenmd phantom units, the grant of dividend equitaights, or DERs. Subject to
adjustment for certain events, an aggregate 00880, PUs may be delivered pursuant to awards uheddCP Partners’ 2005
LTIP. Awards that are canceled or forfeited, orwithheld to satisfy DCP Midstream GP, LLC'’s taxhtiolding obligations, are
available for delivery pursuant to other awards.

On February 15, 2012, the board of directors of Di@stream GP, LLC adopted a 2012 LTIP for empley@ensultants and
directors of DCP Midstream GP, LLC and its afféistwho perform services for DCP Partners. The 201R provides for the grant
of phantom units and the grant of DERs. The phantoits consist of a notional unit based on theealuicommon units or shares of
DCP Partners, Phillips 66 and Spectra Energy.

The LTIPs were administered by the compensatiomuittee of DCP Midstream GP, LLC'’s board of diresttirough 2012,
and by DCP Midstream GP, LLC’s board of directaggihning in 2013. All awards are subject to clékting.

Performance Phantom Units BCP Partner’s has awarded Performance Phantors, dniPPUs, pursuant to the LTIP to certain
employees. PPUs generally vest in their entireth@end of a three year performance period. Thebeu of PPUs that will
ultimately vest range in value up to 200% of thestanding PPUs, depending on the achievement cffiggeperformance targets
over three year performance periods. The finalgperdnce payout is determined by the board of direcif DCP Partners’ general
partner. The DERs are paid in cash at the endegbéinformance period. Of the remaining PPUs oudstgrat December 31, 2013,
2,070 units are expected to vest on December 3Y a0d 10,890 units are expected to vest on Deaedih@015. The following
table presents information related to the Perfomadhantom Units:

Grant Date
Weighted- Measurement
Average Price Date Price
Units Per Unit Per Unit
Outstanding at January 1, 2011............commmmmeeeenn 67,350 $ 15.42
Granted ......eeeieee et 10,580 $ 41.80
VESEEU ...t emeeee e (50,720) 3 10.05
Outstanding at December 31, 2011........ccoeecceeneeee.. 27,210 $ 35.69
Granted (@) .....cccovveeeirrreeiiieeeeiieeeesiree e 11,740 $ 39.31
Forfeited ........ooovveeiiiiec e (7,760) $ 38.97
A2 =L [N (20,100) s 34.57
Outstanding at December 31, 2012..........ccceeeeeeeen. 11,090 $ 39.24
Granted .......eeiiee et 11,450 $ 40.88
Forfeited .......uvvvveeiiiiiiee e e (4,990) $ 40.75
VXS E=e () IS (3,800) $ 38.77
Outstanding at December 31, 2013..........ccoceeen.o..____ 13,750 g 4036 $ 50.33
Expected t0 VESE (C)..ecivieiieeiiiee i e 12,960 $ 4038 $ 50.33

(a) Includes the impact of conversion of the underly8egurities, in connection with Phillips 66’s
separation from ConocoPhillips, granted under 8122 TIP.

(b) The units vested at 150%.

(c) Based on DCP Partners’ December 31, 2013 estinaatédvement of specified performance
targets, the performance for units granted in BOtt3 and 2012 is 100%. The estimated
forfeiture rate for units granted in both 2013 20d.2 is 10%.

The estimate of PPUs that are expected to vesisisdbon highly subjective assumptions that couldrpially change over time,
including the expected forfeiture rate and achieateinof performance targets. Therefore the amouanhrdcognized compensation
expense noted above does not necessarily repteserdlue that will ultimately be realized in ownsolidated statements of
operations.
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The following table presents the fair value of siviested and the unit-based liabilities paid fat based awards related to PPUs,
including the related DERs:

Year Ended December 31,
2013 2012 2011
(millions)

(&)

Fair value of units vested............cuuvieeeeemineeiiee e $ —
Unit-based liabilities paid...........c.cccceeeeeiiieiiiiiiee e, $ 1

©®» #

1 $
5 %
Phantom Units —As part of their director fees, DCP Partners giddtd00 Phantom units to directors during the geaied

December 31, 2013 and 4,000 Phantom Units to direduring each of the years ended December 32, &0d 2011, respectively.
All of these units vested in their respective grgdrs, and were settled in units. The DERs a quadrterly in arrears.

The following table presents information relatedhte Phantom Units:

Grant Date
Weighted- Measurement
Average price Date Price per
Units per Unit Unit
Outstanding at January 1, 2011 —  $ —
Granted .......oooveeiiiiiiie et 4,000 $ 41.80
VESTEA ... (4,000) s 41.80
Outstanding at December 31, 2011..........cceceeee...... —  $ —
Granted .......oooueeiiiiiiee it 4,000 $ 48.03
VESTEA ... (4,000) s 48.03
Outstanding at December 31, 2012..........ccceeeeeeeee. — 3 —
Granted .......oovveeiiieiiie it 4,400 $ 46.39
VESIEA ... e enna e (4,400) $ 46.39
Outstanding at December 31, 2013..........ccceeeeeeeeee. — % — $ —

The fair value of the units that vested for thergeaded December 31, 2013, 2012 and 2011 wathkas$1 million for all
periods.
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Restricted Phantom Units- DCP Partners’ general partner’s board of direcéavarded restricted phantom LPUs, or RPUs, to
key employees under the LTIP. Of the remaining RBlistanding at December 31, 2013, 2,070 unitexgected to vest on
December 31, 2014 and 11,281 units are expecteestaon December 31, 2015. The DERs are paid glyairiearrears. The
following table presents information related to RieUs:

Grant Date
Weighted- Measurement
Average Price  Date Price
Units per Unit per Unit
Outstanding at January 1, 2011 ............commmeenenn, 67,350 $ 15.42
Granted .......ccueeeviiieeiiiee e 10,580 $ 41.80
VESEE ettt (58,600) $ 12.97
Outstanding at December 31, 2011 ........cccceeeee... 19,330 $ 37.27
Granted (@) .....veeevvvreeiirieee i e e 11,740 $ 39.31
FOrfeited ......covviiiiie e eeeeeee e (7,760) $ 43.27
VESEE ...t (19,060) $ 37.31
Outstanding at December 31, 2012.........ccceeeee..... 4250 $ 39.63
Granted .......ccueeeiiiieeiiiee e 11,590 $ 41.94
FOrfeited ......cvvieiiie e (1,950) $ 41.80
VESIEU ..ottt — 3 —
Outstanding at December 31, 2013..........coceeeee..... 13,890 g 4125 $ 50.33
EXpected tO VESE .....evvieiiiiiiiiiee e 13,351  $ 4138 % 50.30

(a) Includes the impact of conversion of the undedysecurities, in connection with Phillips 66's
separation from ConocoPhillips, granted under 0122 TIP.

The following table presents the fair value of siniésted and the unit-based liabilities paid fat based awards related to
Restricted Phantom Units:

Year Ended
December 31,
2013 2012 2011
(millions)
Fair value of units vested ............cccveeeeevemvvveeneenn, $ — 3 1 $ 3
Unit-based liabilities paid ...........cccceeeeeeciieeneeeeeenn, $ 1 % 2 $ 1

The estimate of RPUs that are expected to vestsistdon highly subjective assumptions that couldrpially change over time,
including the expected forfeiture rate, which wssneated at 10% for units granted in both 20132012. Therefore, the amount of
unrecognized compensation expense noted abovendbascessarily represent the value that will tigty be realized in our
consolidated statement of operations.

13. Benefits

All Company employees who have reached the ag8 ahdl work at least 20 hours per week are eligdri@articipation in our
401(k) and retirement plan, to which we contribaitenge of 4% to 7% of each eligible employee’dified earnings to the
retirement plan, based on years of service. Aduifig, we match employees’ contributions in the @)plan up to 6% of qualified
earnings. During the years ended December 31, 2012 and 2011, we expensed plan contribution2®frillion, $27 million and
$25 million, respectively.

We offer certain eligible executives the opportyiit participate in the EDC Plan. The EDC Planwd@articipants to defer
current compensation on a pre-tax basis and tiveetax deferred earnings on such contributiong EBC Plan also has make-
whole provisions for plan participants who may ot¥ise be limited in the amount that we can contglio the 401(k) plan on the
participant’s behalf. During the third quarter 6f13, we liquidated the net cash surrender valmptompany owned life insurance
policies, in order to change service providers, reived proceeds of $29 million. In October 2048 re-invested the funds with a
new service provider. Under the new service plimmaounts contributed to and earned by the ED@'RPlavestments are held in a
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trust account for the benefit of the EDC Plan piyéints, or general creditors in the event of nsolivency, as defined in the trust
agreement. The trust assets and liability to th€ FFan participants are part of our general assetdiabilities, respectively.

14. Income Taxes

We are structured as a limited liability companijch is a pass-through entity for federal incomeparposes. We own a
corporation that files its own federal, foreign atate corporate income tax returns. The incomexaense related to this
corporation is included in our income tax expea$eng with state and local taxes of the limitetility company and other
subsidiaries.

The State of Texas imposes a margin tax that esasd at 0.975% of taxable margin apportioned xadfor the year ended
December 31, 2013 and 1% for the years ended Dexe3th2012 and 2011. Accordingly, we have recoailerent tax expense for
the Texas margin tax. For the year ended Deceniheét(3.1, the state of Michigan imposed a busireessft0.8% on gross receipts
and 4.95% of Michigan taxable income. The sum osgtreceipts and income tax is subject to a taohange of 21.99%. The
Michigan business tax and tax surcharge were regérginning with the year ended December 31, 2012.

Income tax expense consisted of the following:

Year Ended December 31,

2013 2012 2011
(millions)

Current:

Federal income tax eXpel.......ccccoovverveerveennn $ —  $ — $ (29

State income tax eXPEer......cccecvvrrvrrrrrrerreemnnnns (6) 3) (20)
Deferred

Federal income ta(expensebenefi .................. (1) 3 34

State income tax (expense) ber.................... ) (2) 2
Total iNCOME taX EXPEN......ovveeeeeeeeeeeerreereree, $ (10) % (2 % 3)

We had net long-term deferred tax liabilities 06$8illion and $92 million as of December 31, 2008 2012, respectively. The
net long-term deferred tax liabilities are includedieferred income taxes on the consolidated balaheets. The deferred tax
liabilities of $144 million and $135 million as Blecember 31, 2013 and 2012, respectively, are phnassociated with
depreciation and amortization related to the aeglintangible assets and property, plant and eqnpr@ffsetting the deferred tax
liabilities are deferred tax assets related tatteoperating loss of an affiliate corporation ppeoximately $48 million and $43
million as of December 31, 2013 and 2012, respelgtii he net operating losses begin expiring in7202e expect to fully utilize
the net operating loss carryovers, and, accordiwglyrave not provided a valuation allowance forrtbedeferred tax asset.

Our effective tax rate differs from statutory rapesnarily due to our structure as a limited liithicompany, which is a pass-
through entity for federal income tax purposes,|avbeing treated as a taxable entity in certaitestaAdditionally, one of our
subsidiaries is a tax paying entity for federabime tax purposes.

15. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number of eletion lawsuits involving royalty disputes, mismarement and
mispayment allegations. We are currently namedeendants in some of these cases and customersibsarted individual audit
claims related to mismeasurement and mispaymemnialyament believes we have meritorious defensé®se tcases and, therefore,
will continue to defend them vigorously. Thesermigj however, can be costly and time consuming fende We are also a party to
various legal, administrative and regulatory praegs that have arisen in the ordinary course obosiness, including, from time
to time, disputes with customers over various megseant and settlement issues.

Management currently believes that these mati@kentas a whole, and after consideration of amaautsied, insurance
coverage and other indemnification arrangementsnet have a material adverse effect upon our clichsted results of operations,
financial position or cash flows.

General Insurance— Our insurance coverage is carried with an afliof Phillips 66, an affiliate of Spectra Eneegy third-
party insurers. Our insurance coverage includggédmeral liability insurance covering third-paetyposures; (2) statutory workers’
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compensation insurance; (3) automobile liabilityurance for all owned, non-owned and hired vehi¢sexcess liability insurance
above the established primary limits for genegddility and automobile liability insurance; (5) peryty insurance, which covers the
replacement value of real and personal propertyirasiddes business interruption; and (6) direcéord officers insurance covering

our directors and officers for acts related to lmusiness activities. All coverage is subject taaierdimits and deductibles, the terms
and conditions of which are common for companidh similar types of operations.

Environmental— The operation of pipelines, plants and otheilifes for gathering, processing, compressingisporting, or
storing natural gas, and fractionating, transpgrtgathering, processing and storing NGLs and giteatucts is subject to stringent
and complex laws and regulations pertaining totheahfety and the environment. As an owner oraipeiof these facilities, we
must comply with United States laws and regulatairthe federal, state and local levels that retatdr and water quality, hazardous
and solid waste storage, management, transporttidlisposal, and other environmental matters.cbbeof planning, designing,
constructing and operating pipelines, plants, ghdrdacilities must incorporate compliance witlviemnmental laws and regulations
and safety standards. In addition, there is inamnggfecus, from city, state and federal regulatofficials and through litigation, on
hydraulic fracturing and the real or perceived emwnental impacts of this technique, which indiseptesents some risk to our
available supply of natural gas. Failure to compilyr these laws and regulations may trigger a aonéadministrative, civil and
potentially criminal enforcement measures, inclgdiitizen suits, which can include the assessmemiboetary penalties, the
imposition of remedial requirements, the issuarfdajonctions or restrictions on operations. Managet believes that, based on
currently known information, compliance with théae's and regulations will not have a material asweaffect on our consolidated
results of operations, financial position or cdskv$.

We make expenditures in connection with environadenttters as part of our normal operations. ABexfember 31, 2013 and
2012, environmental liabilities included in the solidated balance sheets as other current ligsil@mounted to $4 million and $5
million, respectively. As of both December 31, 2@h8l 2012, environmental liabilities included ie tonsolidated balance sheets as
other long-term liabilities amounted to $9 million.

Operating Leases- We utilize assets under operating leases in seaszab of operations. Consolidated rental expense,
including leases with no continuing commitment, anted to $36 million, $36 million and $38 milliomdng the years ended
December 31, 2013, 2012 and 2011, respectivelytaRexpense for leases with escalation clausecgnized on a straight line
basis over the initial lease term.

Minimum rental payments under our various operdgages in the year indicated are as follows:

Minimum Rental Payments

(millions)
2014, $ 58
2018 32
201€...i 26
20170 24
201 24
Thereafte........cccovevveeiererrenn, 75
Total minimum lease payments $  23€

16. Guarantees and Indemnifications

We periodically enter into agreements for the asitjah, contribution or divestiture of assets. Thagreements contain
indemnification provisions that may provide indetyrior environmental, tax, employment, outstanditigation, breaches of
representations, warranties and covenants, perfmenaf DCP Partners or other liabilities relateth®assets being acquired,
contributed or divested. Claims may be made byl tharties or DCP Partners under these indemnificagreements for various
periods of time depending on the nature of thercldihe effective periods on these indemnificaticovisions generally have terms
of one to 15 years, although some are longer. Guimum potential exposure under these indemnificadigreements can vary
depending on the nature of the claim and the peaticransaction. We are unable to estimate tfa toaximum potential amount of
future payments under indemnification agreemengstdiseveral factors, including uncertainty as betiver claims will be made
under these indemnities. We have issued guaraateeismdemnifications for certain of our consolidbseibsidiaries.

42



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2013, 2012 and 2011

17. Supplemental Cash Flow Information

Year Ended December 31,

2013 2012 2011
(millions)

Cash paid for interest, net of capitalized ieS .............ccoevvvneen. $ 22¢ % 16 % 19¢
Cash paid for income taxes, net of refunds reci...................... $ 6 $ 6 $ 37
Non-cash investing and financing activiti

Distributions payable to memb ...........c.cccoceeiviiiiie e, $ — % — 3 95

Property, plant and equipment acquired with accopayabl .... $ 82 % 15¢ % 11¢

Other nor-cash additions of property, plant and equipt......... $ 77 8% 58 % 9

During the years ended December 31, 2013, 2012@hd, we received distributions from DCP Partné®ld6 million, $75
million and $53 million, respectively, which aréneinated in consolidation.

18. Valuation and Qualifying Accounts and Reserves

Our valuation and qualifying accounts and resefoethe years ended December 31, 2013, 2012 antl @@las follows:

Charged to
Balance at Consolidated
Beginning of Statements of Balance at
Period Operations Deductions (a) End of Period
(millions)
December 31, 2013:
Allowance for doubtful accounts............coomeeeeviimn.. $ 2 3 2 $ — $ 4
Environmental 14 1 (2) 13
[T T 1T O 1 2 — 3
$ 17 % 5 $ 2 $ 2C
December 31, 2012:
Allowance for doubtful accounts............comevereeeenn. $ 2 3 — $ — % 2
Environmental 15 2 3) 14
Litigation .........cevveeeeeiiiiiiiiiie e 3 — (2) 1
(011 T=Y (<) NSO 1 — (1) —
$ 21 $ 2 $ 6 $ 17
December 31, 2011:
Allowance for doubtful accounts............coomeeeeeeiime.. $ 2 3 — $ — % 2
Environmental 15 3 3) 15
Litigation 2 2 (1) 3
Other (b) ) 3 1 (3) 1
$ 22 3 6 $ @™ % 21

(@) Consists of cash payments, collections, resenarsals, liabilities settled, and themeasurement of the fair value
contingent consideration.
(b) Principally consists of other contingent reservdsch are included in other current liabilities.

19. Subsequent Events

We have evaluated subsequent events occurringghieebruary 27, 2014, the date the consolidatesh@ial statements were
issued.

On February 25, 2014, we entered into various &etitn documents with DCP Partners to contributsetir(i) the remaining
20% interest in DCP SC Texas GP; (ii) a 33.33% astiein each DCP Southern Hills Pipeline, LLC, whisvns the Southern Hills
pipeline, and DCP Sand Hills Pipeline, LLC, whiakins the Sand Hills pipeline; (iii) a 35 MMcf/d cryenic natural gas processing
plant located in Weld County, Colorado, or the Llrneel plant; and (iv) a 200 MMcf/d cryogenic natgas processing plant also in
Weld County, Colorado, which is currently understomction, or the Lucerne 2 plant. Total consideraat closing is $1,220
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million, subject to working capital and other cumtoy adjustments. This transaction is expectedbgedn March 2014, subject to
customary closing conditions, and components ofriresaction may close separately.

On January 28, 2014, DCP Partners announced #habtird of directors of DCP Partners’ general partieclared a quarterly
distribution of $0.7325 per unit, payable on Febyuat, 2014 to unitholders of record on Februarg(i4.

In January 2014, our board of directors approvédil8 million dividend which was paid to our ownerganuary 2014.
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