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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(millions)
June 30, December 31,
2013 2012
ASSETS
Current assets:
Cash and cash equIValENTS ...........ocoicccceeee e $ 9 % 4
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million for both periods...... 859 886
AFFIIALES ... 159 172
[ 11 0= USSP 30 35
([N VZ=T g1 (o] =TS UURRPPPPRIN 51 105
Unrealized gains on derivative iNStrUMEeNtS ........oooooiiiiiiiiiiiiiiieiieeeeee e 47 57
ASSELS NI fOr SAIE ...ovvviiiiii e e e e e e e e e e e 20 —
(] 1 1T USSP 38 30
L0 r= U U =T | A= TS1T=) P 1,213 1,289
Property, plant and equipment, Nt ... e 7,981 7,331
Investments in unconsolidated affiliates ....ccceeveeiiiiiiiiiiiii e 1,159 872
INtANGIDIE ASSELS, NEL....eviiiiiiiii e ceeeeee e e e e e e mm e 323 336
L€ ToTo o 11 ]| PR OPPPRPR PRI 722 723
Unrealized gains on derivative iNStrUMENES ......ccoovveiiiiiiiiiiiiiiieer e eeeseme e 13 10
(@15 1T (o] g To B (=14 4 1= TS T T Y £ 255 223
o] t= LI TSt =] ST UOPOP $ 11,666 $ 10,784
LIABILITIES AND EQUITY

Current liabilities:
Accounts payable:

LI 1o [ ORI $ 1,286 $ 1,065
AFFIIALES .. 37 37
[ 11 0= OSSP 51 51
ShOM-tErM DOMTOWINGS ....eeeeeeiiii ettt e e e e e e e e e e e e e e e sne b be e e e eseee 389 958
Current maturities of long-term debt ........ccceeeriri 250 250
Unrealized losses on derivative iNStrUMENTS cecee. .o vvvveeeee i 54 65
ACCTUBA TBXES. ... ieieiiee ettt ettt e e e sttt e e e e sttt e e e e s bbb e e e e e rmbeeeeeesannbbeees, 62 32
101 1T P PPPRUTPPPRRPIN 299 317
Total current IabilItIeS .........eeeiiii e 2,428 2,775
Deferred INCOME tAXES ......ouvviiieee ittt e e ettt e e e e ettt e e e e s sabaeee e e s neb e s 92 92
o To I =1 00 =1 o 5,111 4,443
Unrealized losses on derivative INStrUMENES coeeeeeecceeieeeeeeeeceeeeeceee e e e e eesaens 8 11
Other long-term labilitieS............ooi i 145 146
B o) = U F= Lo 11 =PRSS 7,784 7,467
Commitments and contingent liabilities
Equity:
MEMDEIS  INTEIEST ... . e e e e e e e e e e e ana e e e e e e e 2,496 2,413
Accumulated other cCOMPreNENSIVE [0SS...... o erereeieeiiiiiieeesiriee e e ereeereees (7) (9)
Total MEMDEIS" EOUILY ...ttt ettt e e e e e e e e e e e e e e e e e e e e e eeaaaaaeamn s 2,489 2,404
NONCONLIOIING INTEIEST ... e e mnaes 1,393 913
TOLAI EOUILY ...ttt ettt et e e e e e e e e e e s e e et e s e e eeeeeaaeas 3,882 3,317
Total liabilities and equity $ 11,666 $ 10,784

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)

(millions)
Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012

Operating revenues:

Sales of natural gas and petroleum productS ceee....c.ccvcvveveame. $ 2,369 $ 1,682 $ 4583 $ 3,783

Sales of natural gas and petroleum products tiaddk................ 344 431 683 1,062

Transportation, storage and proCessSiNg .........eeeeeeveeeeeeeeniinnane 110 77 210 174

Trading and marketing gains, Net..........ceeceeeeveevieeeeereeerenne. 9 59 6 69

Total OPErating rEVENUES ............c.covreecmemeeeeeeeeeeeeeeeeeeareanens 2,832 2,249 5,482 5,088

Operating costs and expenses:

Purchases of natural gas and petroleum products................. 2,278 1,620 4,420 3,641

Purchases of natural gas and petroleum produmts diffiliates.... 51 135 101 399

Operating and MainteNaNCE .............cceccmmmmmeeeeeeiiieeieeee e 170 173 338 326

Depreciation and amortization ..............coceeeeeveeeeeveeereeseesveennnn, 76 37 145 157

General and adminiStratiVe ................oommeeeeeeeereeeeeereeeeeneas 66 63 126 136

Total operating costs and eXPENSES .......cceoeeveeveeeeeueeueanenn. 2,641 2,028 5,130 4,659

OPErating iNCOME .......ccveeireeireeeree et steeereeeteesteeere e eeseeeeeeneens 191 221 352 429
Earnings from unconsolidated affiliates.............ccccevvrevveveennen. 7 10 16 17
INtEreSt EXPENSE, NEL......v.vveeeceeeeeeeeeseteteeeseeeseeees s enes (52) (47) (102) (103)
Income before iNCOME taXES .......cceevveeireeiieeeiiecte et 146 184 266 343
Income tax (eXpense) BENEfit ...........oveeceeeeevieieeeee e (4) 1 4) 3
NEEINCOME ...ttt ettt re e te et 142 185 262 340

Net income attributable to noncontrolling integest................... (64) (53) (93) (64)
Net income attributable to members’ interests...........cccveveveees $ 78 $ 132 $ 169 $ 276

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(unaudited)

(millions)
Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
NEL INCOME ...ttt ettt et e et e naeente e eenemes $ 142 $ 185 $ 262 $ 340
Other comprehensive income:
Net unrealized losses on cash flow hedgesS...cccc.....oooiiiiiiiiiins — D) — —
Reclassification of cash flow hedge losses intoiegs........................ 1 4 2 9
Total other comprehensive iINCOME ............uuuuiiiiiimmeniee e 1 3 2 9
Total comprehensive INCOME ..........uuuiiiiceecc e 143 188 264 349
Total comprehensive income attributable to nonadiing interests.... (65) (55) (93) (71)
$ 78 $ 133 §$ 171 278

Total comprehensive income attributable to memhatsrests...............

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(millions)
Six Months Ended
June 30,
2013 2012
Cash flows from operating activities:
NEBE INCOME .....uiiiiie ettt ettt et e et e e et be e ebbe e sbeeebee e beesabeesmbeesnbeesnnesareeens $ 262 $ 340
Adjustments to reconcile net income to net caslviged by operating activities:
Depreciation and amortization ..o 145 157
Earnings from unconsolidated affiliates..............coeveeviviiiiiiiiiiireeceeee e (16) an
Distributions from unconsolidated affiliates .............ccococveiiimee e 22 19
Net unrealized (gains) losses on derivative iMBEMLS ...............vvveeeeeeeesmmmmeneenen, (4) 10
Deferred iNCOME taX EXPENSE .....ovvieee e e e e e eee e e e eeeeesne e eeeeeeees — 1
(@1 =T R = P 10 (7
Changes in operating assets and liabilities whiclvided (used) cash:
ACCOUNES FECERIVADIE ...ttt 51 516
INVENTOTIES <. ittt bbbttt e e e e e e e e e e e m e annenees 54 (6)
ACCOUNES PAYADIE ... e 245 (670)
L@ 1 01T P UURPRTTRRR (72) (79)
Net cash provided by operating aCtVItI®S . e «ceeereeeeeeereaiieiieiiiiieiieeeee, 697 264
Cash flows from investing activities:
Capital @XPENAITUIES ....cooiiiiiiee e e e s (791) (1,021)
Acquisitions, net of cash acqUIred ........ocooeuiiiiiiiiiii e — (60)
Investments in UNCONSOlIAAtEd AffIlIALES ...coereereee e (293) (45)
Net cash used in INVESLING ACHVILIES ... cwmeeeeeeieiiiireeesiiieeeeeessiireeeeeseneeee e (1,084) (1,126)
Cash flows from financing activities:
Payment of dividends and distributions to members............cccooovvieccv (186) (299)
Proceeds from debt ... ... e 1,629 1,258
Payment Of AEDt.........u e (960) (807)
Proceeds from issuance of common units by DCheatnet of offering costs...... 563 248
(Repayment) borrowings of commercial paper, Net.........cccccoiiiiiiiiiiiiiies (569) 525
Distributions paid to NONCONtrolliNG INtEIrEStS . .oo ittt (74) (50)
Payment of deferred fin@nCiNg COSES........cccceiiiiiiiiiiii e (11) (15)
Net cash provided by financing activitieS.......c.ocvviviieiiiiiiiie e, 392 860
Net change in cash and cash equivalents ....cccccce.vvvviiiiiii e, 5 (2)
Cash and cash equivalents, beginning of Perio............uvvveeiiiiiiiiiee s 4 9
Cash and cash equivalents, €nd Of PO ..ceweeveveveereieeeeeeeeeeeeece e, $ 9 % 7

See Notes to Condensed Consolidated FinancialrStats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(unaudited)
(millions)

Members’ Equity

Accumulated
Other
Members’ Comprehensive Noncontrolling Total
Interest (Loss) Income Interest Equity
Balance, January 1, 2013 .........cccovviicccemee e, $ 2413 % 9 % 913 % 3,317
NEL INCOME L.eiiiiiiiiiiiiee et et 169 — 93 262
Other comprehensive income..............occcccuiinnnnes — 2 — 2
Dividends and distributions................ commmmseeeeeeninnn (186) — (74) (260)
Issuance of common units by DCP Partners, net of
OFfEriNG COSES ...vviveieeciecie et 100 — 461 561
Balance, June 30, 2013..........coccrueeieaemmeseeeeeenn. $ 249% % N % 1393 $ 3,882
Balance, January 1, 2012 .........ccccccvvecmeeeeeeereeennen. $ 2,164  $ 12) % 537 $ 2,689
NELINCOME .otttk et sme 276 — 64 340
Other comprehensive incOmMe..............ccceecccceeeennn. — 2 7 9
Dividends and distributions................. «ommmmeeevereennnn (254) — (50) (304)
Issuance of common units by DCP Partners, net of
OFfEriNG COSES ....vvivieieieceece et 42 — 206 248
Balance, June 30, 2012..........ccccouvrremmmmmmnreeeeennnn. $ 2,228 $ (100 $ 764 $ 2,982

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsitiar or us, we, our, or the Company, is a jointtwen owned 50% by
Phillips 66 and its affiliates, or Phillips 66, aB@% by Spectra Energy Corp and its affiliatesSpectra Energy. We operate in the
midstream natural gas industry and are engageldeimtisiness of gathering, compressing, treatiraggssing, transporting, storing
and selling natural gas and producing, fractiomatiransporting, storing and selling natural ggsitls, or NGLs, and condensate.
Additionally, we generate revenues by trading amdketing natural gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, issten limited partnership, of which we act as gengartner. As of June 30,
2013 and December 31, 2012, we owned an approxiddteand 27% limited partner interest, respectivatiditionally, as of June
30, 2013 and December 31, 2012, we owned an appadeil% general partner interest in DCP Partnerddth periods, as well as
incentive distribution rights that entitle us t@eése an increasing share of available cash aslgfired distribution targets are
achieved. As the general partner of DCP Partneehave responsibility for its operations. We exs@radontrol over DCP Partners
through our ownership and general partner intemedtwe account for it as a consolidated subsidmnsactions between us and
DCP Partners have been identified in the condeosesblidated financial statements as transactiehsden affiliates.

We are governed by a five member board of directmssisting of two voting members from each ofllipisi 66 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 irt# at least one vote from both a Phillips 66 gpec8a Energy board member. In
the event the board cannot reach a majority datisiee decision is appealed to the Chief Execuiffecers of both Phillips 66 and
Spectra Energy.

These condensed consolidated financial statemefi¢strall adjustments, consisting only of nornedurring adjustments, that
are, in the opinion of management, necessary teptdairly the financial position and results pkaeations for the respective interim
periods. Certain information and notes normallyuded in our annual financial statements prepameatcordance with generally
accepted accounting principles, or GAAP, have lmegmdensed in or omitted from these interim finanefatements pursuant to such
rules and regulations, although we believe thatlieelosures made are adequate to make the informadt misleading. Results of
operations for the three and six months ended 30n2013 are not necessarily indicative of thelteshat may be expected for the
year ending December 31, 2013. These unauditeceosed consolidated financial statements shoul@é#e in conjunction with our
audited consolidated financial statements for #er ynded December 31, 2012.

The condensed consolidated financial statements heen prepared in accordance with GAAP. Conformitly GAAP requires
management to make estimates and assumptiondfiztttae amounts reported in the condensed catwtelil financial statements
and notes. Although these estimates are based pagament’s best available knowledge of currentexpe:cted future events,
actual results could differ from those estimatdsese condensed consolidated financial statemesitglmthe accounts of the
Company and all majority-owned subsidiaries wheeehave the ability to exercise control and undididgerests in jointly owned
assets. We also consolidate DCP Partners, whiatoweol as the general partner and where the ldhpetners do not have
substantive kick-out or participating rights. Intraents in greater than 20% owned affiliates thatrant variable interest entities and
where we do not have the ability to exercise canéod investments in less than 20% owned affdiathere we have the ability to
exercise significant influence, are accounted &ng the equity method. Intercompany balances em$actions have been
eliminated.

Certain amounts in the prior year’'s condensed dafsed financial statements have been reclassifigde current year
presentation.

2. Agreements and Transactions with Related Partieand Affiliates
Dividends and Distributions

No tax distributions were paid during the six mangéimded June 30, 2013. During the six months eddeel 30, 2012, we paid
tax distributions of $138 million, based on estiethannual taxable income allocated to Phillips ii® @pectra Energy according to
their respective ownership percentages at thetbatdistributions became due. During the six moetided June 30, 2013 and 2012,
we declared and paid dividends of $186 million &&é1 million, respectively, to Phillips 66 and Spadnergy, allocated in
accordance with their respective ownership pergestaDuring the six months ended June 30, 2012ah@, DCP Partners paid
distributions of $71 million and $47 million, resgiely, to its public common unitholders.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

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

During the fourth quarter of 2012, we completeddhke of a one-third interest in DCP Sand Hillsgftige, LLC, or Sand Hills,
and DCP Southern Hills Pipeline, LLC, or SoutheiltstHto both Phillips 66 and Spectra Energy, fggeegate consideration of
approximately $919 million. The proceeds from thissaction were used to repay borrowings undetesar loan and for general
corporate purposes. As a result of this transactien Phillips 66 and Spectra Energy each own atloing interest in the two pipeline
projects.

Phillips 66 and CPChem

Long-Term NGL Purchases Contract and Transactieng/e sell a portion of our NGLs to Phillips 66 a@tlevron Phillips
Chemical LLC, or CPChem. In addition, we purcha&& B from CPChem. Approximately 40% of our NGL protion is committed
to Phillips 66 and CPChem under an existing 15-geatract, which expires in 2015. Should the carttret be renegotiated or
renewed, it provides for a five year ratable wirtvd period through 2020. The NGL contract also tg&hillips 66 the right to
purchase at index-based prices certain quantitib&sh s produced at processing plants that are aeduind/or constructed by us in
the future in various counties in the Mid-Continant Permian Basin regions, and the Austin Chak.ae anticipate continuing to
purchase and sell commodities with Phillips 66 @RChem in the ordinary course of business.

Spectra Energy

Commodity Transactions- We sell a portion of our residue gas and NGLgtochase natural gas and other petroleum products
from, and provide gathering, transportation ana&pfervices to Spectra Energy. Management antespaintinuing to purchase and
sell commodities and provide services to Spectergnin the ordinary course of business.

DCP Partners

On March 28, 2013, we contributed an additionab4b interest in DCP SC Texas GP, or the Eagle Bpstem, and an $87
million fixed price commodity derivative hedge #ithree-year period to DCP Partners for aggregatsideration of $626 million,
plus customary working capital and other purchassmdjustments. DCP Partners financed $490 milhibthe consideration with
the net proceeds from DCP Partners’ 3.875% 10-8eaior Notes offering, $125 million was financedtbg issuance at closing of
an aggregate 2,789,739 of DCP Partners’ commos tmiis and the remaining $11 million was paid Wit®P 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 increraépayment of $23 million as reimbursement for Z6wof preformation capital
expenditures. As a result of this transaction, BRaRtners owns 80% of the Eagle Ford system, angillveontinue to consolidate
the Eagle Ford system through our ownership andrgépartner interest in DCP Partners.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

Transactions with other unconsolidated affiliates
We sell a portion of our residue gas and NGLs tocipase natural gas and other petroleum produmts, #nd provide gathering
and transportation services to, unconsolidatetiaaéis. We anticipate continuing to purchase aficceenmodities and provide

services to unconsolidated affiliates in the ordjreourse of business.

The following table summarizes our transactionwélated parties and affiliates:

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(millions)
Phillips 66 (a):
Sales of natural gas and petroleum products thaadfi...................... $ 33C % 24¢ $ 65¢ % 24¢€
Transportationstorage and ProCESS .........eeevvvveeeeveeeeciieeieeeeirreeeans $ 1 3 — 8 1 8 —
Purchases of natural gas and petroleum produats dftliates........... $ 5 14 3 5 $ 14
Operating and general and administrative eXpt..........ccc.cccevvvee.n. $ — 1 3 1 8 1
ConocoPhillips (a):
Sales of natural gas and petroleproducts to affiliate...................... $ — 3 17¢  $ — 8 78¢
Transportation, storage and ProCes..........ccovveevveeeereeeiiiveesveesneens $ — % — 3 — 8 5
Purchases of natural gas and petroleum produgats dffiliates........... $ — 3 41 % — 8 17¢
Operating and general and administrative exXpt.........cccccceeeuvene.. $ — 3 2 % — 3 1)
Spectra Energy:
Purchases of natural gas and petroleum produgats dffiliates........... $ 11 % 50 $ 34 3 144
Operating and general and administrative eXpet..........ccccccoevvveee.n. $ 2 $ 2 3 4 % 6
Unconsolidated affiliates:
Sales of natural gas and petroleum jucts to affiliate..................... $ 14 3 15 3 27 % 28
Transportation, storage and ProCeS..........ccoccvveeeeeeiiiiiniiiveeeeessinns $ 2 3 5 § 5 8 1C
Purchases of natural gas and petroleum produats dftliates........... $ 35 3% 3 $% 62 $ 62

(a) In connection with the Phillips 66 separation, Caomhillips is not considered a related party faiqus after April 30,
2012 and Phillips 66 is considered a related fartperiods starting May 1, 2012.

We had balances with related parties and affiliatefollows:

June 30, December 31,
2013 2012
(millions)
Phillips 66:
Accounts receivable.........ccoooeeeeen. $ 141  $ 152
Accounts payab.........ccccceeeeiiiinenee, $ (16) $ (14
Other @SSE.uuuveeeieiiieeieeeeeeeeeee e $ 3 % 2
Spectra Energy:
Accounts payab.........ccccoeeeiiiiiieen, $ 1 9 (6)
Other @SSE.uuuveeeeiieieiieeeeeeeeeee e $ 4 3 1
Unconsolidated affiliates:
Accounts receivab........cccceeeeeunenne.. $ 18 $ 2C
Accounts payab.........ccccceeeeeiiinnee, $ (200 $ a7



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012

(unaudited)
3. Inventories
Inventories were as follows:
June 30, December 31,
2013 2012
(millions)
Natural gas ......cooeeevveeiiieecie e ceeeeee e, $ 23 % 23
NGLS ..ottt meme e, 28 82
Total INVENtONES .......cccevevereiereeieeees $ 51 $ 105
4. Property, Plant and Equipment
Property, plant and equipment by classificationengs follows:
Depreciable June 3¢, December 31
Life 2013 2012
(millions)
Gathering and transmission systt............... 20-50 year $ 7,171 $ 6,91¢
Processing, storage and terminal facil....... 35- 60 year 3,31 3,03t
Othelceiiiiiiiiie e 3- 30 year 32¢ 31C
Construction work in progress................... 1,681 1,49«
Property, plant and equipmi................... 12,49t 11,75¢
Accumulated depreciatian......................... (4,514 (4,427
Property, plant and equipment, net........ $ 7,981 $ 7,331

Interest capitalized on construction projects far three and six months ended June 30, 2013 wasiflidh and $27 million,
respectively. Interest capitalized on construcpojects for the three and six months ended Jun2@I2 was $21 million and $35
million, respectively.

Depreciation expense for the three and six montdse June 30, 2013 was $70 million and $132 milliespectively.
Depreciation expense for the three and six montdse June 30, 2012 was $30 million and $143 milliespectively.

We revised the depreciable lives for our gatheaind transmission systems, processing, storagecaméhil facilities, and other
assets, effective April 1, 2012. The key contribgtfactors to the change in depreciable lives waiserease in the producers’
estimated remaining economically recoverable resemesulting from the widespread application ohtéques, such as hydraulic
fracturing and horizontal drilling, that improvernmodity production in the regions our assets sekd@ances in extraction
processes, along with improved technology useddateé commodity reserves, is giving producers grestcess to unconventional
commodities. Based on our property, plant and egeig as of April 1, 2012, the new remaining deg@kle lives resulted in an
approximate $60 million reduction in depreciatioqpense for each of the three and six months endeel 30, 2012.

Asset Retirement Obligations— As of June 30, 2013 and December 31, 2012, weSBadnillion and $91 million, respectively,
of asset retirement obligations, or AROs, in ofbag-term liabilities in the condensed consoliddbethnce sheets. During the first
quarter of 2012, we recorded a change in estinsatectease our AROs by approximately $12 millioheThange in estimate was
primarily attributable to a reassessment of argitgid timing of settlements and of the original AB&imated amounts. For the three
and six months ended June 30, 2013, accretion sgpeas $2 million and less than $1 million, resipett. For the three months
ended June 30, 2012, accretion expense was $bmrelhd for the six months ended June 30, 2012¢tanrbenefit was $1 million.
Accretion expense is recorded within operating maihtenance expense in our condensed consolidiatetnents of operations.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

The following table summarizes changes in the assieément obligations, included in our balanceesh:

June 3¢, December 31

201z 201z
(millions)
Balance, beginning of peri...........ccoov i, $ 91 $ 73
ACCIEtiON EXPENS...iiiiieeee e e e e e s e e e se e — 3
Liabilities iNCUITEd ..........c.coveveeveeee e 2 15
Balance, end Of PErit...........coveeieeieeieeeseeessseeen $ 93 % 91

5. Investments in Unconsolidated Affiliates

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

Percentage June 30, December 31,
Ownership 2013 2012
(millions)
DCP Sand Hills Pipeling, LLC ..........cccvvimmeeeiiiee i, 33.33% $ 365 % 263
DCP Southern Hills Pipeline, LLC...........ccocceeiiiiiiiiceiieeee, 33.33% 312 253
Discovery Producer ServiCes, L .....cccccoieiiiiiiiiiiiiineannenn, 40.00% 261 222
Texas Express Pipeline Joint Venture .......cccceeeivvveeeeeann.. 10.00% 80 41
Front Range Pipeline Joint Venture.........cceececveeeeeimneennnn. 33.33% 68 24
Main Pass Oil Gathering Company ..........ccceeeeeereeeeceenennn. 66.67% 24 24
Mont Belvieu Enterprise Fractionator ........cccccevvvvvveeeeann.. 12.50% 21 18
Mont Belvieu | Fractionation Facility .........ccccceeeveiiicnnnnnn. 20.00% 16 15
Other unconsolidated affiliates..............ccoeevevereerreenenens Various 12 12
Total investments in unconsolidated affiliates............. $ 1,15¢  §$ 87z

There was an excess of the carrying amount ofiyestment over the underlying equity of DCP Sarits Hipeline, LLC, or
Sand Hills, of $10 million and $2 million as of 3u80, 2013 and December 31, 2012, respectivelygiwikiassociated with interest
capitalized during the construction of the SandsHilpeline. The Sand Hills pipeline was placed is¢rvice in the second quarter of
2013, and the excess carrying amount is being &madrover the life of the underlying long-lived etssof Sand Hills.

There was an excess of the carrying amount ofiyestment over the underlying equity of DCP Southitls Pipeline, LLC, or
Southern Hills, of $8 million and $2 million as &ine 30, 2013 and December 31, 2012, respectiwvbigh is associated with
interest capitalized during the construction of 8muthern Hills pipeline. The Southern Hills pipeliwas placed into service in the
second quarter of 2013, and the excess carryingiaini® being amortized over the life of the undiexdylong-lived assets of Sand
Hills.

During the six months ended June 30, 2013, we tedesn additional $148 million for our one-thirderest in Sand Hills and
Southern Hills, combined, to fund continued coradtamn on the pipelines.

There was a deficit between the carrying amouth@investment and the underlying equity of Diseg\weroducer Services,
LLC, or Discovery, of $29 million and $30 milliosa@f June 30, 2013 and December 31, 2012, respgtivhich is associated
with, and is being amortized over the life of, thederlying long-lived assets of Discovery.

There was an excess of the carrying amount ofityestment over the underlying equity of Main Pads3@thering Company,
or Main Pass, of $7 million at both June 30, 2048 Becember 31, 2012, which is associated with,isbeing amortized over the
life of, the underlying long-lived assets of MaiasB.

There was a deficit between the carrying amouthe@fnvestment and the underlying equity of Monlviz! | Fractionation

Facility, or Mont Belvieu I, of $5 million at botbune 30, 2013 and December 31, 2012, which is ededanith, and is being
amortized over the life of, the underlying longdd/assets of Mont Belvieu I.

10



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

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

Three Months Endec Six Months Ended
June 30, June 30,
201: 201z 201: 2012
(millions)
DISCOVEI...uviiieei ittt e e s et et e e e e e $ 1 9 2 3 2 8 8
Sand Hills ... (1) — (1) —
Enterprise Fractionat .............ccccoiiiiiiiiin i 3 6 7 6
MONE BEIVIEL ...ttt 4 2 8 3
Total earnings from unconsolidated affilic............. $ 7 $ 1C $ 1€ $ 17

The following tables summarize the combined finahitiformation of unconsolidated affiliates. The@amts included for the six
months ended June 30, 2013 include corrected apgratvenues, operating expenses and net incontbddhree months ended
March 31, 2013 of $114 million, $77 million and $8ifllion, respectively. This change has no impaabtr earnings from
unconsolidated affiliates in our condensed conatdid financial statements.

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
(millions)
Income statement:
Operating revenu ............ccveeeeenn. $ 13€ % 9€ $ 257 $ 21¢
Operating EXPENS .........cccccvvveeeennn. $ 8¢ $ 62 $ 168 $ 12t
Net iNCOMI....vviiiiiiiiiiiiie e, $ 5 % 33 $ 99 % 9C
June 30, December 31,
2013 2012
(millions)
Balance sheet:
Current assetS.....coceeeeeeeerenn. $.. 240 $ 165
Long-term assets.........cccceenn.. 3,953 3,037
Current liabilities ................... (230) (194)
Long-term liabilities................ (68) (67)
Net asSets ......coocvvveevenn... $. 3,895 $ 2,941

6. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation moetologies for derivative financial assets andiliigds, which are measured at
fair value. Fair values are generally based upareglimarket prices or prices obtained through eatesources, where available. If
listed market prices or quotes are not availabkedetermine fair value based upon a market qudjested by other market-based or
independently sourced market data such as hist@mecamodity volatilities, crude oil future yield ores, and/or counterparty specific
considerations. These adjustments result in avédire for each asset or liability under an “exitpt methodology, in line with how
we believe a marketplace participant would valwe #sset or liability. Fair values are adjustedeféect the credit risk inherent in the
transaction as well as the potential impact ofiigting open positions in an orderly manner overasonable time period under
current conditions. These adjustments may includeuats to reflect counterparty credit quality, #ffect of our own
creditworthiness, the time value of money and/erlifuidity of the market.

« Counterparty credit valuation adjustments are reszgsvhen the market price of an instrument isimdicative of the fair
value as a result of the credit quality of the degmarty. Generally, market quotes assume thabalhterparties have near
zero, or low, default rates and have equal cragitity. Therefore, an adjustment may be necessangftect the credit
quality of a specific counterparty to determine filie value of the instrument. We record countetyaredit valuation
adjustments on all derivatives that are in a ne¢tggosition as of the measurement date in accoedaith our established
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(unaudited)

counterparty credit policy, which takes into acdoamy collateral margin that a counterparty mayehawsted with us as
well as any letters of credit that they have predid

» Entity valuation adjustments are necessary tocefte effect of our own credit quality on the fa@lue of our net liability
position with each counterparty. This adjustmekésanto account any credit enhancements, sucbliasecal margin we
may have posted with a counterparty, as well adetters of credit that we have provided. The méthogy to determine
this adjustment is consistent with how we evaluatenterparty credit risk, taking into account oumnccredit rating, current
credit spreads, as well as any change in suchdps#ace the last measurement date.

« Liquidity valuation adjustments are necessary wiverare not able to observe a recent market pricfancial instruments
that trade in less active markets for the fair gatureflect the cost of exiting the position. Exnge traded contracts are
valued at market value without making any additior@duation adjustments and, therefore, no liqyidéserve is applied.
For contracts other than exchange traded instruisnesst mark our positions to the midpoint of the/&set spread, and record
a liquidity reserve based upon our total net positWWe believe that such practice results in thetmaliable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfedisis and the valuation adjustments describedeasa/calculated on this
basis. We believe that the portfolio level approsgresents the highest and best use for thests assthere are benefits inherent in
naturally offsetting positions within the portfolad any given time, and this approach is consistétht how 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 comtravithin the portfolio, we allocate all valuatiadjustments down to the contract
level, to the extent deemed necessary, based uihen #he notional contract volume, or the contraadtie, whichever is more
applicable.

The methods described above may produce a faieallculation that may not be indicative of netizable value or reflective
of future fair values. While we believe that oufuation methods are appropriate and consistentetitar market participants, we
recognize that the use of different methodologresssumptions to determine the fair value of cerfimancial instruments could
result in a different estimate of fair value at thporting date. We review our fair value polictesa regular basis taking into
consideration changes in the marketplace andcésgary, will adjust our policies accordingly. Skxe 8, Risk Management and
Hedging Activities, Credit Risk and Financial Instrents.

Valuation Hierarchy

Our fair value measurements are grouped into @lenee| valuation hierarchy. The valuation hiergrchbased upon the
transparency of inputs to the valuation of an asséability as of the measurement date. The thegels are defined as follows:

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

* Level 2 — inputs include quoted prices &imilar assets and liabilities in active markets, and tiapliat are observable for
the asset or liability, either directly or indirgtfor substantially the full term of the finantiastrument.

» Level 3 — inputs are unobservable and considegrfiiant to the fair value measurement.

A financial instrument’s categorization within therarchy is based upon the input that requireditjeest degree of judgment
in the determination of the instrument’s fair val&ellowing is a description of the valuation medbtogies used as well as the
general classification of such instruments purst@itte hierarchy.

Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financialtimsnents, which may include exchange traded ingntm(such as New York
Mercantile Exchange, or NYMEX, crude oil or natugak futures) or over-the-counter, or OTC, instmis¢such as natural gas
contracts, costless collars, crude oil or NGL sWyapke exchange traded instruments are generaflguged on the NYMEX
exchange with a highly rated broker dealer seramthe clearinghouse for individual transactions.

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 gamage and pipeline assets, we engage in natusagget based trading and
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marketing, and we may enter into natural gas andecoil derivatives to lock in a specific marginemhmarket conditions are
favorable. A portion of this may be accomplishembtigh the use of exchange traded derivative castr&eich instruments are
generally classified as Level 1 since the valuegisal to the quoted market price of the excharagett instrument as of our balance
sheet date, and no adjustments are required. Deyenplon market conditions and our strategy we eragr into exchange traded
derivative positions with a significant time honizto maturity. Although such instruments are exgeaimaded, market prices may
only be readily observable for a portion of theation of the instrument. In order to calculate fiiie value of these instruments,
readily observable market information is utilizecthe extent it is available; however, in the evbat readily observable market data
is not available, we may interpolate or extrapolseed upon observable data. In instances whetdilze an interpolated or
extrapolated value, and it is considered signifi¢arthe valuation of the contract as a whole, veeild classify the instrument within
Level 3.

We also engage in the business of trading enetgteteproducts and services, which expose us teahgariables and
commodity price risk. We may enter into physicahttacts or financial instruments with the objectbfeealizing a positive margin
from the purchase and sale of these commodity-bas&diments. We may enter into derivative instratador NGLs or other energy
related products, primarily using the OTC derivatinstrument markets, which are not as active muid as exchange traded
instruments. Market quotes for such contracts nmy 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 classifiithin Level 2. Contracts with a longer timeiaon, for which we internally
generate a forward curve to value such instrumangsgenerally classified within Level 3. The im&lty generated curve may utilize
a variety of assumptions including, but not limitedhistorical and future expected relationshifN&L prices to crude oil prices, the
knowledge of expected supply sources coming on érpected weather trends within certain regionhefUnited States, and the
future expected demand for NGLs.

Each instrument is assigned to a level within tieeanchy at the end of each financial quarter ddpgnupon the extent to which
the valuation inputs are observable. Generallynamument will move toward a level within the hdechy that requires a lower
degree of judgment as the time to maturity apprescand as the markets in which the asset tradegely become more liquid and
prices more readily available in the market, theducing the need to rely upon our internally depetbassumptions. However, the
level of a given instrument may change, in eittiezalion, depending upon market conditions andatveglability of market
observable data.

I nterest Rate Derivative Assets and Liabilities

DCP Partners uses interest rate swap agreemepistasf its overall capital strategy. These instemis effectively exchange a
portion of DCP Partners’ existing floating rate tifely fixed-rate debt. DCP Partners’ swaps are galyepriced based upon a
London Interbank Offered Rate, or LIBOR, instrumeith similar duration, adjusted by the credit smtdetween DCP Partners and
the LIBOR instrument. Given that a portion of tleap value is derived from the credit spread, wiiely be observed by comparing
similar assets in the market, these instrumentslassified within Level 2. Default risk on eithgide of the swap transaction is also
considered in the valuation. DCP Partners recasdsterparty credit and entity valuation adjustmémttie valuation of its interest
rate swaps; however, these reserves are not coedittebe a significant input to the overall valoat

Long-Term Assets

We offer certain eligible executives the opportunit participate in DCP Midstream LP’s Non-QualifiExecutive Deferred
Compensation plan, and have elected to fund aguodti this participation by investing in companyr®d life insurance policies.
These investments are reflected within our condkosesolidated balance sheets as long-term ass&ra considered financial
instruments that are recorded at fair value, wity éghanges in fair value being recorded as a galioss in the condensed
consolidated statements of operations. Given Hevalue of these life insurance policies is deteeohbased upon certain publicly
traded mutual funds whose value is readily obsdevialthe marketplace, these investments are @ledsiithin Level 2.

Nonfinancial Assets and Liabilities

We utilize fair value to perform impairment tesssraquired on our property, plant and equipmertdgall; and intangible
assets. Assets and liabilities acquired in businesthinations are recorded at their fair valuefab@date of acquisition. The inputs
used to determine such fair value are primarilyeddagoon internally developed cash flow models andldvgenerally be classified
within Level 3, in the event that we were requitedneasure and record such assets at fair valldnvatir condensed consolidated
financial statements. Additionally, we use fairu@to determine the inception value of our asgekereent obligations. The inputs
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used to determine such fair value are primarilyedagpon costs incurred historically for similar woass well as estimates from
independent third parties for costs that wouldrioeiired to restore leased property to the contadlgtstipulated condition, and
would generally be classified within Level 3.

The following table presents the financial instrumisecarried at fair value, by condensed consoliibdance sheet caption and
by valuation hierarchy, as described above:

June 30, 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...................... $ 17 % 21 % 9 S 47 % 18 3 23 3% 1€ $ 57
Long-term assets:
Commodity derivatives (l................ $ 3 % 7 % 3 S 12 3 2 3 5 % 3 S 1C
Company owned life insurance ...... $ — 3 23 3 — 3 28 % — 3 22 % — 3 23
Current liabilities (d):
Commodity derivative...................... $ 14) $ Bl $ B) $ B0 $ 13) $ (B34) $ 14) $ (61)
Interest rate derivativ...................... $ — 3 4 $ — 3 4 $ — 3 4 $ — 4)
Long-term liabilities (e):
Commodity derivative...................... $ 4 $ 3 ¢ 1 s B8 $ 3 % ®6) $ — 9)
Interest rate derivatives................... $ — % — 3 —  $ —  $ — 2 $ —  $ 2

(8) Included in current unrealized gains on derivaingtruments in our condensed consolidated baldmeets.

(b) Included in long-term unrealized gains on derivaiivstruments in our condensed consolidated balsimeets.
(c) Included in other long-term assets in our condersedolidated balance sheets.

(d) Included in current unrealized losses on derivatigéruments in our condensed consolidated balgineets.
(e) Included in long-term unrealized losses on demiinstruments in our condensed consolidated balaheets.

Changesin Levels 1 and 2 Fair Value Measurements

The determination to classify a financial instrumneithin Level 1 or Level 2 is based upon the aafaility of quoted prices for
identical or similar assets and liabilities in &etmarkets. Depending upon the information reaalilgervable in the market, and/or
the use of identical or similar quoted prices, whéice significant to the overall valuation, thesslfication of any individual financial
instrument may differ from one measurement datbémext. To qualify as a transfer, the assetanillty must have existed in the
previous reporting period and moved into a diffétexel during the current period. Amounts transfdrin and out of Level 1 and
Level 2 are reflected at fair value as of the ehtthe period. During the three and six months entlgte 30, 2013, there were no
transfers between Level 1 and Level 2 of the falug hierarchy. During the three and six monthsdntline 30, 2012, we had the
following transfers from Level 1 and Level 2 of ttaér value hierarchy:

Transfers from Level 2 to Level 1

Three Months Ended Six Months Ended
June 30, 2012 June 30, 2012
Current assets (@).......ccceeeevveennnn. $ — $ —
Long-term assets (.....ccccoeevveneenn. $ 2 $ 2
Current liabilities (&...........ccove... $ — $ —
Long-term liabilities (a................. $ 3) $ (1)

(a) Financial instruments have moved into a loweel due to the passage of tir
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Changesin Level 3 Fair Value Measurements

The tables below illustrate a rollforward of theamts included in our condensed consolidated balaheets for derivative
financial instruments that we have classified withevel 3. The determination to classify a finahaiatrument within Level 3 is
based upon the significance of the unobservabteracsed in determining the overall fair valugtef instrument. Since financial
instruments classified as Level 3 typically inclideombination of observable components (thatis)ponents that are actively
guoted and can be validated to external sourcesyiaobservable components, the gains and lossbe table below may include
changes in fair value due in part to observablekatdactors, or changes to our assumptions onribeservable components.
Depending upon the information readily observablthe market, and/or the use of unobservable inpitih are significant to the
overall valuation, the classification of any indival financial instrument may differ from one measnent date to the next. The
significant unobservable inputs used in determirfiigvalue include adjustments by other marketeldasr independently sourced
market data such as historical commodity volatititicrude oil future yield curves, and/or countegpspecific considerations. In the
event that there is a movement to/from the clasgifin of an instrument as Level 3, we have refiécuch items in the table below
within the “Transfers into Level 3” and “Transfarst of Level 3” captions.
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We manage our overall risk at the portfolio lewald in the execution of our strategy, we may usenabination of financial
instruments, which may be classified within anyelebince Level 1 and Level 2 risk managementumsénts are not included in the
rollforwards below, the gains or losses in thedalzlo not reflect the effect of our total risk mgerment activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three Months Ended June 30, 2013 (a):
Beginning DalanCe...........ccooveovieueee e $ 6 $ 3 % (10) $ —
Net realized and unrealized gains (losses) indudearnings (b).. 1 — — (2)
Transfers iNt0 LeVEl 3 (C) ..vvveieai ittt — — — —
Transfers out of Level 3 (C).....ooiiiiuet e 3) — 4 —
SEUEMENTS ...t eeeeeeeee s (5) — 1 —
ENAING DAIANCE ... $ 9 $ 3 $ 65 $ (1)
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 2 % — B $ (1)
Three Months Ended June 30, 2012 (a):
Beginning DalAaNCe...........coeveeveeeeee e $ 24 $ 5 % (4 3 —
Net realized and unrealized gains (losses) indudearnings (b).. 65 — (54) 4)
Transfers iNt0 LeVEl 3 (C) ..vvvviiei ittt — — — —
Transfers out of Level 3 (C).....ooiiiieet e (25) — 10 —
SEUEMENTS ...t eeeeeee e neeaes e (18) — 2 —
ENAING DAIANCE ... $ 46 $ 5 % (56) $ (4)
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 39 % — (45) % (4)
Six Months Ended June 30, 2013 (a):
Beginning DalanCe...........cooveeveeeeee e $ 6 $ 3 % (4 3 —
Net realized and unrealized gains (losses) indudearnings (h).. 1 — — (2)
Transfers iNt0 LeVEl 3 (C) ..evvviiri it — — — —
Transfers out of Level 3 (C).....ooiviiiei e 2) — 4 —
SEUEMENTS .......eeecveeece et eeeeeeeee e enenas (6) — 5 —
ENdiNG DAIANCE ...........cvoeeveeeeeeeeeeeeeese e eeree e $ 9 3 $ 5 $ (1)
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 6 $ — 8 “4 3 (1)
Six Months Ended June 30, 2012 (a):
Beginning DalanCe..........c.cceoiviiiicieeeece e $ 23 % 5 $ 8 $ 1)
Net realized and unrealized gains (losses) indudearnings (b).. 43 — (56) 3)
Transfers iNt0 LeVEl 3 (C) ..vvvvuiei ittt — — — —
Transfers out of Level 3 (C).....ooiiiiiet e 9) — 9 —
SEUEMENTS .......eeecvecece e eeeeeeeee e enanas (11) — 1) —
ENAING DAIANCE ... $ 46 % 5 % (56) $ (4)
Net unrealized gains (losses) still held incluitedarnings (h)........ $ 2 % — (54) % (3)

(@) There were no purchases, issuances and sales\adtoles for the three and six months ended Jun@@03 and 2012.

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

(c) Amounts transferred in and amounts transferrechmuteflected at fair value as of the end of théope
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Quantitative I nformation and Fair Value Sensitivities Related to Level 3 Unobservable Inputs

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

Fair Value Forward Curve

Product Group (millions) Range
Assets:
NGLS ...covieiieieeireeieer e, $ 11 $0.18 — $1.97 Per gallon
Natural Gas.................... 1 $3.58 —$3.93  Per MMBtu (a)
Total aSSetS...ocvreenn... $ 12
Liabilities:
NGLS ...oviieiiiiee s $ 5) $0.18 — $1.97 Per gallon
Natural gas........cccoew.n.... (1) $3.80-%$4.32  Per MMBtu
Total liabilities................ $ (6)

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

Valuation of a contract’s fair value is validategldn internal group independent of the marketirapugr While common industry
practices are used to develop valuation techniqiresiges in pricing methodologies or the underlgsgumptions could result in
significantly different fair values and income rgodion. When available, quoted market prices arg® obtained through external
sources are used to determine a contract’s fairevddor contracts with a delivery location or dimatfor which quoted market prices
are not available, fair value is determined basegracing 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 potentiglaot of liquidating open positions
in an orderly manner over a reasonable time panwter current conditions. Changes in market prédgesmanagement estimates
directly affect the estimated fair value of thesatcacts. Accordingly, it is reasonably possiblattbuch estimates may change in the
near term.

The fair value of our interest rate swaps and codityamon-trading derivatives is based on pricepsuted by quoted market
prices and other external sources and prices lasetbdels and other valuation methods. The “pricggported by quoted market
prices and other external sources” category indwde interest rate swaps, our NGL and crude dalpsyand our NYMEX positions
in natural gas. In addition, this category includas forward positions in natural gas for which éamwvard price curves are obtained
from a third-party pricing service and then valeththrough an internal process which includes teeaf independent broker quotes.
This category also includes our forward positianBlGLs 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 includgsipy” transactions whose pricing
inputs are directly or indirectly observable frortegnal sources and then modeled to daily or mgrmhites as appropriate. The
“prices based on models and other valuation methmategory includes the value of transactions fbiolw inputs to the fair value of
the instrument are unobservable in the marketpdadeare considered significant to the overall¥alue of the instrument. The fair
value of these instruments may be based upon emaily developed price curve, which was constdietg a result of the long dated
nature of the transaction or the illiquidity of tirarket point.

We have determined fair value amounts using availatarket information and appropriate valuationhoéblogies. However,
considerable judgment is required in interpretirayket data to develop the estimates of fair vafieeordingly, the estimates
presented herein are not necessarily indicatith@amounts that we could realize in a current etagkchange. The use of different
market assumptions and/or estimation methods meg &anaterial effect on the estimated fair valu@amts.

The fair value of accounts receivable, account@pkeyand short-term borrowings are not materiaffgent from their carrying
amounts because of the short-term nature of tmsseiments or the stated rates approximating maakes. Derivative instruments
are carried at fair value. As of June 30, 2013 ctireying and fair value of our long-term debt liming current maturities of long-
term debt, was $5,361 million and $5,654 millicespectively. As of December 31, 2012, the carrging fair value of our long-term
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debt, including current maturities of long-term tetas $4,693 million and $5,236 million, respeelyw We determine the fair value
of our variable rate debt based upon the discoymtesent value of expected future cash flows, takito account the difference
between the contractual borrowing spread and theador similar credit facilities available in thearketplace. We determine the
fair value of our fixed-rate debt based on quotasined from bond dealers. We classify the faiugadf our outstanding debt
balances within Level 2 of the fair value hierarchy

7. Financing
June 30, December 31,
2013 2012
(millions)
Y ploT g (=14 I oo 1 (01111 o To TP EERT $ 38 % 95¢
DCP Midstream’s debt securities:
Seniornotes
Issued November 2008, interest at 9.700% payabiéas@ually, due December 2(.................. 25C 25C
Issued October 2005, interest at 5.375% payabléasemally, due October 20 ........................ 20C 20C
Issued February 2009, interest at 9.750% payableasemally, due March 20...............c.cc....... 45C 45C
Issued March 2010, interest at 5.350% payable seraaly, due March 20:..............c.occeeneeee. 60C 60C
Issued September 2011, interest at 4.750% payabi@snually, due Septem| 2021................. 50C 50C
Issued August 2000, interest at 8.125% payableassamally, due August 2030 ............c......... 30C 30C
Issued October 2006, interest at 6.450% payabléasemrlly, due November 20..................... 30C 30C
Issued September 2007, interest at 6.750% jle semiannually, due September 2................. 45C 45C
Juniorsubordinatecnotes
Issued May 2013, interest at 5.850% payable semilyndue May 204..............ccoevvivvrreennnns 55C —
DCP Partners’ debt securiti
Issued September 2010, interest at 3.25% payabliauseualy, due October 20:..............cccvvveneee. 25C 25C
Issued November 2012, interest at 2.50% payabléasennally, due December 2C...........cc.......... 50C 50C
Issued March 2012, interest at 4.95% payable sevadally, due April 202...........cccovvvevieeeiiinneenn. 35C 35C
Issued March 2013, interest at 3.875ayable semiannually, due March 2...............ccooiiiiinene, 50C —
DCP Partners’ revolving credit facility, weigh-average variable interest ratel.45% and 1.47%
respectively, due November 2016 (D) .....coieeeeeeeeiiiiiiiee et e e et e e e e e enrrraar e e e e e 150 525
Fair value adjustments related to interest ratgodaiz value hedges (.......ccovveuiiieiiiieiiiieeeeee 31 32
UNAMOIZEM JISCOU AN FEE. ..ottt ettt ettt e e e e e et e e e e e e e e eeneens (20) (14)
I 2= 0 LT o SO S 5,75( 5,651
Current maturities of [0r-terM AELE ....c.cceiiii e (250 (250
SROTEIM DOITOWING . ......veieieieee ettt ettt ettt er ettt et et e et easar bt e nesteeteseereeeeatns (389, (958,
TOLA! IONGAEMMN GEDE ... $ 5111 % 4,44:

() In December 2008, the swaps associated with thiswlere terminated. The remaining long-term falueaof approximately $31
million related to the swaps is being amortize@d asduction to interest expense through the mgtdate of the debt.

(b) $150 million has been swapped to a fixed inter@®t obligation with fixed interest rates rangingnfr2.94% to 2.99%, for a net
effective interest rate of 4.21% on the $150 millaf outstanding debt under DCP Partners’ revolwirgglit facility as of June 30,
2013. $150 million has been swapped to a fixed-ésterate obligation with fixed interest rates fiaggrom 2.94% to 2.99%, for a
net effective interest rate of 2.25% on the $528iani of outstanding debt under DCP Partners’ reirg credit facility as of
December 31, 2012.

DCP Midstream’s Debt Securities In May 2013, we issued $550 million principal@mt of 5.85% Fixed-to-Floating Rate
Junior Subordinated Notes, due May 21, 2043, 0bt88% Junior Subordinated Notes, for proceedppfaimately $544 million,
net of unamortized offering costs and expense$ahiflion. The net proceeds were used to repaytskom borrowings. The 5.85%
Junior Subordinated Notes are unsecured and rdrdedinate and junior in right of payment to allaafr existing and future senior
debt. The 5.85% Junior Subordinated Notes are uaxtagiteed by any of our subsidiaries and are therestructurally subordinated
to all debt and other liabilities of our subsidési We will pay interest semiannually on May 21 Bladeember 21 of each year,
beginning on November 21, 2013 and ending on May023. Thereafter, the notes will bear interestrehnnual rate equal to the
sum of the Three-Month LIBOR Rate for the relatetgiest period plus a spread of 385 basis poiatglge quarterly in arrears on
February 21, May 21, August 21 and November 2lacheear, beginning on August 21, 2023. We mayrdatepayment of all or
part of the interest on the notes for one or memops up to five consecutive years. Deferral tériest payments preclude payment
of other distributions and cannot extend beyondihéurity date of the 5.85% Junior SubordinatedeNoAdditionally, the 5.85%
Junior Subordinated Notes include an optional rgadiem whereby the Company may elect to redeem ¢lesnin whole or in part
from time-to-time, at the redemption price equal®% of their principal amount plus accrued anpaith interest if redeemed on or
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after May 21, 2023 or in whole or in part at amgdiprior to May 21, 2023 at a make-whole redemppidce plus accrued and unpaid
interest.

The DCP Midstream senior debt securities matureb@edme payable on the respective due dates, ambasubject to any
sinking fund provisions. The DCP Midstream seniebtisecurities are senior unsecured obligatiords aae redeemable at a premium
at our option.

DCP Midstream’s Credit Facilities with Financial $titutions— In March 2012, we entered into a $2 billion rieimg credit
facility, or the $2 Billion Facility, which maturea March 2017 and terminated our existing $1,25%0an revolving credit facility
which would have matured in March 2015 and ourtexds$450 million revolving credit facility which euld have matured in April
2012. The $2 Billion Facility allows for up to tvame-year extensions of the March 2017 maturity,datbject to lender consent.
There were no borrowings outstanding under the i$@®B Facility as of June 30, 2013.

The $2 Billion Facility may be used to support oommercial paper program, our capital expansiognam, working capital
requirements and other general corporate purpaseglaas for letters of credit, up to a maximun$@00 million of outstanding
letters of credit. As of June 30, 2013 and DecerBlie2012, we had $389 million and $958 milliorcofnmercial paper outstanding,
backed by the $2 Billion Facility, which are inckdlin short-term borrowings in our condensed cadatdd balance sheets. As of
June 30, 2013 and December 31, 2012, we had $®melhd $6 million in letters of credit outstandimgspectively. As of June 30,
2013, the available capacity under the $2 Billiatikity was $1,603 million.

In March 2012, we entered into a $1 billion delageaw term loan agreement, or the Term Loan, whiektures in September
2014. Proceeds from the Term Loan may be usedufocapital expansion program and working capitglireements. In November
2012, we repaid $250 million of outstanding bornogé under the Term Loan with proceeds from the gladeone-third interest in
Sand Hills and Southern Hills to both Phillips 6&l&&pectra Energy, as required by the Term Loa@esgent. We terminated our
Term Loan on July 5, 2013.

As of June 30, 2013, the unused capacity unde$2Hgillion Facility and the Term Loan was $2,353lion, of which
approximately $1,138 million was available for gerievorking capital purposes. Our borrowing capastlimited at June 30, 2013
by the $2 Billion Facility and the Term Loan’s fimgial covenant requirements.

The $2 Billion Facility bears interest at eithet) LIBOR, plus an applicable margin of 1.175% basedur current credit rating;
or (2) (a) the base rate which shall be the higifi&¥ells Fargo Bank N.A.’s prime rate, the Fedémahds rate plus 0.50% or the
LIBOR Market Index rate plus 1% plus (b) an apdieamargin of 0.175% based on our current creditgaThe $2 Billion Facility
incurs an annual facility fee of 0.20% based onauuirent credit rating. This fee is paid on drawad andrawn portions of the $2
Billion Facility.

The $2 Billion Facility requires us to maintain@nsolidated leverage ratio (the ratio of consoédahdebtedness to
consolidated EBITDA as defined) of not more thahts. 1.0, and following the consummation of quatifyacquisitions (as defined),
not more than 5.5 to 1.0, on a temporary basithi@e consecutive quarters, including the quantevtiich such acquisition is
consummated. Commencing with the fiscal period mgpdllecember 31, 2012 and continuing through tleaffigeriod ending
December 31, 2013, the definition of consolidat&ITDA under the $2 Billion Facility has been amedde allow for additional
adjustments related to certain projects.

DCP Partners’ Debt Securities- On March 14, 2013, DCP Partners issued $500omitf 3.875% 10-year Senior Notes, or the
DCP Partners 3.875% Notes, due March 15, 2023. P&mers received proceeds of $490 million, netmaferwriters’ fees, related
expenses and unamortized discounts totaling $1®mIDCP Partners used the proceeds from the D&@é&rs 3.875% Notes to
fund a portion of the purchase price for the adtjaisof an additional 46.67% interest in the Eagbed system. Interest on the notes
will be paid semi-annually on March 15 and Septamigeof each year, commencing September 15, 208 underwriters’ fees and
related expenses are deferred in other long-tesets# our condensed consolidated balance shegttisithbe amortized over the
term of the notes.

DCP Partners’ debt securities mature and becomabp@pn the respective due dates, unless redeemoedgpmaturity, and are

not subject to any sinking fund provisions. DCPtRens’ debt securities are senior unsecured olbiggtand are redeemable at a
premium at DCP Partners’ option.
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DCP Partners’ Credit Facilities with Financial Insiitions— DCP Partners has a $1 billion revolving crediilfgy, or the DCP
Partners’ Credit Agreement, that matures NovemBe2@16. The unused portion of DCP Partners’ Crkdieement may be used
for letters of credit up to a maximum of $500 noitliof outstanding letters of credit. At June 3012@nd December 31, 2012, DCP
Partners had $1 million of letters of credit issueder the DCP Partners’ Credit Agreement. As aBJ80, 2013, the unused capacity
under the revolving credit facility was $849 mitioof which $847 million was available for genenairking capital purposes. DCP
Partners’ borrowing capacity is limited at June 3013 by DCP Partners’ Credit Agreement’s financ@lenant requirements.

The DCP Partners’ Credit Agreement bears intetesstlzer: (1) LIBOR, plus an applicable margin a23% based on DCP
Partners’ current credit rating; or (2) (a) thedbeste which shall be the higher of Wells FargokBEA.’s prime rate, the Federal
Funds rate plus 0.50% or the LIBOR Market Inder gtis 1% plus (b) an applicable margin of 0.25%elblzon DCP Partners’
current credit rating. The revolving credit fagilihcurs an annual facility fee of 0.25% based @PCOPartners’ current credit rating.
This fee is paid on drawn and undrawn portionsefrevolving credit facility.

The DCP Partners’ Credit Agreement requires DOfnBes to maintain a leverage ratio (the ratio @FDPartners’ consolidated
indebtedness to DCP Partners’ consolidated EBITiD&ach case as is defined by the Credit Agreenaémtdt more than 5.0 to 1.0,
and following the consummation of qualifying acdfings (as defined by the DCP Partners’ Credit Agnent), not more than 5.5 to
1.0, on a temporary basis for three consecutivetepsa including the quarter in which such acqgigsiis consummated.

Other Financing— During the three and six months ended June 303,2DCP Partners issued 1,408,547 of its commais uni
pursuant to an equity distribution agreement. D@Rrfers received proceeds of $67 million, net ehevssions and accrued offering
costs of $2 million. As of June 30, 2013, no comraaiis remained available for sale pursuant toehisity distribution agreement.

On June 14, 2013, DCP Partners filed a shelf negish statement on Form S-3 with the U.S. Seagiéind Exchange
Commission, or SEC, with a maximum offering prié&800 million, which became effective on June 2013. The shelf
registration statement will allow DCP Partnersssuie additional common units under an equity tigtion agreement. As of June
30, 2013, DCP Partners has issued no shares umsleegistration statement.

In March 2013, DCP Partners issued 12,650,006 afdtnmon units at $40.63 per unit. DCP Partnemsived proceeds of $494
million, net of offering costs.

8. Risk Management and Hedging Activities, Credit sk and Financial Instruments

Our day-to-day operations expose us to a varietisk$é including but not limited to changes in fireces of commaodities that we
buy or sell, changes in interest rates, and thditeverthiness of each of our counterparties. We agarcertain of these exposures by
using physical and financial derivative instrume#t of our commodity derivative activities areratucted under the governance of
internal Risk Management Committees that estalplicies limiting exposure to market risk and reag daily reporting to
management of potential financial exposure. Thedeips include statistical risk tolerance limitsing historical price movements to
calculate daily value at risk. The following brieflescribes each of the risks that we manage.

Commodity Price Risk

Our portfolio of commodity derivative activity igimarily accounted for using the mark-to-market nagk of accounting;
however, depending upon our risk profile and olijest in certain limited cases, we may executestations that qualify for the
hedge method of accounting. The risks, strategidsrasstruments used to mitigate such risks, as agethe method of accounting are
discussed and summarized below.

Natural Gas Asset Based Trading and Marketing

Our natural gas asset based trading and marketthgtias engage in the business of trading asaséth energy related products
and services, including managing purchase and pal®lios, storage contracts and facilities, fnaghsportation commitments for
products. These asset based energy trading opesatie exposed to market variables and commoditg pisk with respect to these
products and services, and we may enter into palysamtracts and financial instruments with theegbiye of realizing a positive
margin from the purchase and sale of commaodity-dbassruments. We manage commaodity price risk eelabd our natural gas
storage and pipeline assets by engaging in najasahsset based trading and marketing. The conahaativities related to our
natural gas asset based trading and marketing piyroansist of time spreads and basis spreads.
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We may execute a time spread transaction whenitieeethce between the current price of natural(gash or futures) and the
futures market price for natural gas exceeds osir @ostoring physical gas in our owned and/ordeastorage facilities. The time
spread transaction allows us to lock in a margiemtiis market condition exists. A time spreaddaation is executed by
establishing a long gas position at one pointritetand establishing an equal short gas positiarditerent point in time. We
typically use swaps to execute these transactioimsh are not designated as hedging instrumentsaendecorded at fair value with
changes in fair value recorded in the current geciondensed consolidated statements of operatidhide gas held in our storage
locations is recorded at the lower of average opstarket, the derivative instruments that are usedanage our storage facilities
are recorded at fair value and any changes irvédire are currently recorded in our condensed dolaged statements of operations.
Even though we may have economically hedged ounsxe and locked in a future margin, the use otleaf-cost-or-market
accounting for our physical inventory and the usmark-to-market accounting for our derivative mishents may subject our
earnings to market volatility.

We may execute basis spread transactions whendheetrprice differential between locations on aepie asset exceeds our
cost of transporting physical gas through our owaedior leased pipeline asset. When this markediton exists, we may execute
derivative instruments around this differentiatted market price. This basis spread transactiawallus to lock in a margin on our
physical purchases and sales of gas. We typicalyswaps to execute these transactions, whicloaderignated as hedging
instruments and are recorded at fair value witingba in fair value recorded in the current perioddensed consolidated statements
of operations. As discussed above, the accountingHysical gas purchases and sales and the agupfmt the derivative
instruments used to manage such purchases andlgédesand may subject our earnings to markeatilidy, even though the
transaction represents an economic hedge in whichave locked in a future margin.

In order for our storage facility to remain opevatl, a minimum level of base gas must be maintkimeach storage cavern,
which is capitalized on our condensed consolidhtddnce sheets as a component of property, plané@qmpment, net. During 2011,
Southeast Texas Holdings, GP, or Southeast Terafikate of DCP Partners, commenced an expansioject to build an
additional storage cavern. Upon completion of tkiga@sion project in the second half of 2013, Sagh&exas will be required to
purchase a significant amount of base gas to bh@gtorage cavern to operation. To mitigate ridoaiated with the forecasted
purchase of natural gas in the second half of 28b8theast Texas executed a series of derivatiaadial instruments, which have
been designated as cash flow hedges. The balaneesumulated other comprehensive income, or AGQQhese cash flow hedges
were in a loss position of $2 million as of Jung 3013, and will fluctuate in value through thenesf construction. Any effective
changes in fair value of these derivative instrurnevill be deferred in AOCI until the underlyingnghase of inventory occurs.
While the cash paid or received upon settlemettiege hedges will economically offset the cashireduo purchase the base gas,
following completion of the additional storage cayeany deferred gain or loss at the time of thelpase will remain in AOCI until
the cavern is emptied and the base gas is sold.

NGL Proprietary Trading

Our NGL proprietary trading activity includes tradienergy related products and services. We urdetteese activities through
the use of fixed forward sales and purchases, basispread trades, storage opportunities, putpéthns, term contracts and spot
market trading. These energy trading operationggpesed to market variables and commodity prigewiith respect to these
products and services, and these operations mayietd physical contracts and financial instrunsewmith the objective of realizing
a positive margin from the purchase and sale ofreodity-based instruments. These physical and filshitstruments are not
designated as hedging instruments and are recatdad value with changes in fair value recordedhie current period condensed
consolidated statements of operations.

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

Commodity Cash Flow Protection Activities at DCP Partners

As a result of DCP Partners’ operations of gatlignomocessing and transporting natural gas, DCEh@®artakes title to a portion
of residue gas, NGLs and condensate, which ared=nes! to be DCP Partners’ equity volumes. The ggxien of and the related
operations of transporting and marketing of thegarmodities creates commodity price risk due to mackanges in commodity
prices, primarily with respect to the prices of NsGhatural gas and crude oil. DCP Partners hagaitil a portion of its expected
commodity cash flow risk associated with these tyquolumes through 2016 with commodity derivatimstruments. DCP Partners’
commodity derivative instruments used for its hadgirogram are a combination of direct NGL prodantde oil and natural gas
hedges. Due to the limited depth of the NGL deivest market, DCP Partners has used crude oil saaghsostless collars to
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mitigate a portion of its commodity price risk expoe for NGLs. Prices of NGLs have generally besated to the price of crude oll,
however, there are some periods of time when NGting may be at a greater discount to crude odipg, resulting in additional
exposure to NGL commodity prices. The relationsHfiplGLs to crude oil continues to be lower thartdrigal relationships;
however, a significant amount of DCP Partners’ N@&dges from 2013 through 2016 are direct produtgé® with us. When crude
oil swaps become short-term in nature, DCP Partmessperiodically convert certain crude oil derivas to NGL derivatives by
entering into offsetting crude oil swaps while adgNGL swaps. These transactions are primarily mpdished through the use of
forward contracts that exchange DCP Partners’ifigatrice risk for a fixed price. DCP Partners al$itizes crude oil costless collars
that minimize its floating price risk by establisgia fixed price floor and a fixed price ceilingowever, the type of instrument that
DCP Partners uses to mitigate a portion of its misly vary depending on DCP Partners’ risk manageotgactive. These
transactions are not designated as hedging insirigni@ accounting purposes and the change irvédire is reflected in the current
period within our condensed consolidated statema&rperations.

Interest Rate Risk

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

DCP Partners mitigates a portion of its interets risk with interest rate swaps, which reduce DRalRners’ exposure to market
fluctuations by converting variable interest rat@sDCP Partners’ existing debt to fixed interet¢saThe interest rate swap
agreements convert the interest rate associatédivatindebtedness outstanding under DCP Partreusiving credit facility to a
fixed-rate obligation, thereby reducing the expesiormarket rate fluctuations.

At June 30, 2013 and December 31, 2012, DCP Parhaet interest rate swap agreements extendingghraune 2014 totaling
$150 million, which DCP Partners has designatechah flow hedges. At June 30, 2013, $150 milliothefagreements reprice
prospectively approximately every 30 days. Undertdrms of the interest rate swap agreements, CACiAd?s pays fixed-rates
ranging from 2.94% to 2.99%, and receives intgragiments based on the one-month LIBOR.

Effectiveness of DCP Partners’ interest rate swapements designated as cash flow hedges is datsiry matching the
principal balance and terms with that of the spedibbligation. The effective portions of changesair value are recognized in
AOCI in the condensed consolidated balance sheétai® reclassified into earnings as the hedgedadciions impact earnings.
However, due to the volatility of the interest ratarkets, the corresponding value in AOCI is suli@change prior to its
reclassification into earnings. Ineffective porsasf changes in fair value are recognized in egsin

In March 2012, DCP Partners settled $195 millioit®forward-starting interest rate swap agreemtmt$7 million. The
remaining net deferred losses of $5 million in AQ@Il be amortized, as of the settlement date, interest expense associated with
DCP Partners’ long-term debt through 2022.

We previously had interest rate cash flow hedgesfain value hedges in place that were terminate2D00 and 2008,
respectively. As a result, the remaining net lasfeded in AOCI relative to these cash flow hedaed the remaining net loss
included in long-term debt relative to these faitue hedges will be reclassified to interest expehsough the remaining term of the
debt through 2030, as the underlying transactiommct earnings.

Credit Risk

Our principal customers range from large, natuaal gparketing services to industrial end-users tomatural gas products and
services, as well as large multi-national petrodicahand refining companies, to small regional e distributors for our NGL
products and services. Substantially all of ouurstgas and NGL sales are made at market-basesspApproximately 40% of our
NGL production is committed to Phillips 66 and CR@Hh both related parties, under an existing 15-geatract, the primary
production commitment of which expires in 2015.Tédncentration of credit risk may affect our ollereedit risk, in that these
customers may be similarly affected by changes€amemic, regulatory or other factors. Where expdeettedit risk, we analyze the
counterparties’ financial condition prior to enteyiinto an agreement, establish credit limits aditor the appropriateness of these
limits on an ongoing basis. We may use various enagjreements that include language giving usigiint to request collateral to
mitigate credit exposure. The collateral languageides for a counterparty to post cash or letbéiredit for exposure in excess of
the established threshold. The threshold amoumésepts an open credit limit, determined in acaacdawvith our credit policy. The
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collateral language also provides that the ingbititpost collateral is sufficient cause to ternéna contract and liquidate all
positions. In addition, our master agreements amdstandard gas and NGL sales contracts contaiuadie assurance provisions,
which allow us to suspend deliveries and cancedegents, or continue deliveries to the buyer #fietbuyer provides security for
payment in a satisfactory form.

Contingent Credit Features

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

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

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

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

Depending upon the movement of commaodity pricesiatadest rates, each of our individual contradth wounterparties to our
commodity derivative instruments or interest rates instruments are in either a net asset or aleility position. Our commodity
derivative contracts that are not governed by ISIDAtracts do not have any credit-risk related cgant features. As of June 30,
2013, we had $14 million of individual commodityrtative contracts that contain credit-risk relateohtingent features that were in
a net liability position, and have not posted aagiccollateral relative to such positions. If alitreisk related event were to occur
and we were required to net settle our positiof ait individual counterparty, our ISDA contractsrpi us to net all outstanding
contracts with that counterparty, whether in aasset or net liability position, as well as anyhcesllateral already posted. As of
June 30, 2013, if a credit-risk related event wereccur, we may be required to post additiondbtetal. Although our commaodity
derivative contracts that contain credit-risk rethtontingent features were in a net liability fosias of June 30, 2013, if a credit-
risk related event were to occur, the net liabiibsition would be partially offset by contractsaimet asset position reducing our net
liability to $12 million.

As of June 30, 2013, DCP Partners had $150 miéiidndividual interest rate swap instruments thatevin a net liability
position of $4 million and were subject to credskrrelated contingent features. If DCP Partnersevie have an event of default
relative to any covenants of the DCP Partners’ i€isgieement, that occurs and is continuing, thenterparties to DCP Partners’
swap instruments have the right to request that B&fners net settle the instrument in the forrmash.

Collateral

As of June 30, 2013, we held cash of less thaniliibm included in other current liabilities ineéhcondensed consolidated
balance sheet related to cash postings by thitiepaand letters of credit of $93 million from cderparties to secure their future
performance under financial or physical contradte.had cash deposits with counterparties of $14amiincluded in other current
assets as of June 30, 2013, to secure our obligatioprovide future services or to perform undearicial contracts. As of June 30,
2013, DCP Partners had no cash collateral postédominterparties to its commodity derivative instents. We provide credit
supporting, including without limitation guarantese® letters of credit, for our obligations relateccommercial contracts with
respect to DCP Partners’ business operations theg im effect at the closing of DCP Partners’ alipublic offering. As of June 30,
2013, we had issued and outstanding parental gieesitotaling $25 million in favor of certain coergarties to DCP Partners’
commodity derivative instruments to mitigate a ortof DCP Partners’ collateral requirements witbge counterparties. These
parental guarantees reduce the amount of cash R@RePs may be required to post as collateral. @ gearantees were terminated
in August 2013. Collateral amounts held or posteg tve fixed or may vary, depending on the valuthefunderlying contracts, and

23



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2013 and 2012
(unaudited)

could cover normal purchases and sales, tradindiadding contracts. In many cases, we and our eqanties publicly disclose
credit ratings, which may impact the amounts ofatetal requirements.

Physical forward contracts and financial derivatiage generally cash settled at the expiratioh@tbntract term. These
transactions are generally subject to specificitpgrdvisions within the contracts that would alltive seller, at its discretion, to
suspend deliveries, cancel agreements or contielieedes to the buyer after the buyer providesisgcfor payment satisfactory to
the seller.

Offsetting

Certain of our derivative instruments are subjed master netting or similar arrangement, wheredynay elect to settle
multiple positions with an individual counterpathyough a single net payment. Each of our individigaivative instruments are
presented on a gross basis on the condensed daisdlibalance sheets, regardless of our abiligtcettle our positions.
Instruments that are governed by agreements tblaidie net settle provisions allow final settlemeaviten presented with a
termination event, of outstanding amounts by extisiging the mutual debts owed between the partiexéhange for a net amount
due. We have trade receivables and payables asbeiih derivative instruments, subject to masggtting or similar agreements,
which are not included in the table below. Thedaling summarizes the gross and net amounts ofeniwadive instruments:

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
Description June 30, 2013 December 31, 2012
(millions)
Assets:
Commodity derivatives.... $  6C $ 2 $ 58 % 67 $ 3) $ 64
Liabilities:
Commodity derivatives.... $  (58) $ 2 $ (56) % (70) $ 3 $ (67)
Interest rate derivatives... $ 4) $ — $ 4 $ (6) $ — $ (6)

(a) There is no cash collateral pledged or receivethagthese positior
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Summarized Derivative Information

The fair value of our derivative instruments thag designated as hedging instruments and thoserhamarked-to-market each
period, and the location of each within our con@ensonsolidated balance sheets, by major cateigosymmarized as follows:

June 30, December 31, June 30, December 31,
Balance Sheet Line ltem 2013 2012 Balance Sheet Line ltem 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............ $ — 3 — instruments — current............ $ 4 $ 4)
Unrealized gains on derivati Unrealized losses on derivati
instrument«— long-terrr........... — — instrument— long-term........... — (2)
$ — $ — $ 4 9 (6)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............ $ - 3 — instruments — current............. $ 2 % (3)
$ — $ — $ 2 % ?3)
Derivative Assets Not Designated as Hedging Instrumer: Derivative Liabilities Not Designated as Hedging Istruments:
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati Unrealized losses on (vative
instruments — current............ $ 47 $ 57 instruments — current............. $ 48) $ (58)
Unrealized gains on derivati Unrealized losses on derivati
instruments — long-term........ 13 10 instruments — long-term......... (8) (9)
$ 60 $ 67 $ (56) $ (67)

The following table summarizes the balance andiggtivithin AOCI relative to our interest rate andmmodity derivatives, net
of noncontrolling interest, for the three monthdesh June 30, 2013:

Interest Rate Commodity
Derivatives Derivatives Total
(millions)
Net deferred losses in AOCI (beginning balance)............cccccveenee. $ (3) $ (4) $ 7)
Gains recognized in AOCI on derivatives — effectpagtion............... — — —
Losses reclassified from AOCI to earnings — effeeportion............. — @) — (b) —
Net deferred losses in AOCI (ending balance)... . $ 3) $ (4) $ (7)

Deferred losses in AOCI expected to be reclassm&niearnlngs ove
the NEXE 12 MONAS ......coveceeeceeeeeecemeemee e, 1)
(a) Included in interest expense in our condensed diolased statements of operations.
(b) Included in trading and marketing gains, net in camdensed consolidated statements of operations.

$ — $ (1)
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The following table summarizes the balance andiggtivithin AOCI relative to our interest rate andmmodity derivatives, net
of noncontrolling interest, for the six months etdene 30, 2013:

Interest Rate Commodity
Derivatives Derivatives Total
(millions)

Net deferred losses in AOCI (beginning balance)..............c..c...c...... $ (4) $ (5) $ 9)
Gains recognized in AOCI on derivatives — effectpagtion............... — — —
Losses reclassified from AOCI to earnings — effezportion............. 1 @) 1 (b) 2
Net deferred losses in AOCI (ending balance)... .3 3) $ (4) $ (7)
Deferred losses in AOCI expected to be reclassm&mlearnlngs ove

CE O $ — $ O

the Next 12 MoNthS ...
(@) Included in interest expense in our condensed didiased statements of operations.
(b) Included in trading and marketing gains, net in camdensed consolidated statements of operations.

For both the three and six months ended June 3@, 2® derivative gains or losses were recogniadrhiding and marketing
gains, net and interest expense in our condensemblidated statements of operations attributabteaaneffective portion of our
derivative instruments, as a result of exclusiamfreffectiveness testing or as a result of theotitiouance of cash flow hedges

related to certain forecasted transactions thatatr@robable of occurring.

The following table summarizes the impact on ourdensed consolidated balance sheets and condemssalidated statements
of operations of our derivative instruments, nehoficontrolling interest, that are accounted fongishe cash flow hedge method of

accounting for the three months ended June 30,:2012

Losses Recognized

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 (b)

Three Months Ended June 30, 201
(millions)
Interest rate derivativ ........... $ — $ 1) @ $ —

(a) Included in interest expense in our condensed didiased statements of operations.

(b) For the three months ended June 30, 2012, no deevgains or losses were reclassified from AOCI to
current period earnings as a result of the disnaatice of cash flow hedges related to certain ésted
transactions that are not probable of occurringsoa result of exclusion from effectiveness testing
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The following table summarizes the impact on ourdemsed consolidated balance sheets and condemssalidated statements

of operations of our derivative instruments, nehoficontrolling interest, that are accounted fongishe cash flow hedge method of
accounting for the six months ended June 30, 2012:

Losses Recognized

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 (b)
Six Months Ended June 30, 201
(millions)
Commodity derivatives......... $ (1) $ — $ —
Interest rate derivatives........ $ — $ 3) @ $ —

(a) Included in interest expense in our condensed didiased statements of operations.

(b) For the six months ended June 30, 2012, no derevgtins or losses were reclassified from AOCI to
current period earnings as a result of the disnaatice of cash flow hedges related to certain ésted
transactions that are not probable of occurringsoa result of exclusion from effectiveness testing

Change in value of derivative instruments, for ihise hedge method of accounting has not beeredlé@m one period to the
next, are recorded in the condensed consolidas¢ensents of operations. The following summarizes¢hamounts and the location
within the condensed consolidated statements aitipas that such amounts are reflected:

Three Months Ended Six Months Ended

June 30, June 30,
Commodity Derivatives: Statement of Operations Lindtem 2013 2012 2013 2012
(millions)
Realizec(losSSesgains .........ccevveeeieiiiee e, $ 2 % 45 3 2 % 78
Unrealized gains (I0SSES) ...........coveeceeemreverererennnns 11 14 4 )
Trading and marketing gains, ........c.cooveveeverevevcesennns $ 9 § 59 % 6 $ 69

We do not have any derivative financial instrumehég qualify as a hedge of a net investment.
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The following tables represent, by commodity typer, net long or short derivative positions, as aslthe number of
outstanding contracts that are expected to partalentirely settle in each respective year. Teodaktent that we have long dated
derivative positions that span multiple calendargethe contract will appear in more than one il in the table below.
Additionally, relative to the hedging of certainair storage and/or transportation assets, we xeguée basis transactions for
natural gas, which may result in a net long/shositon of zero. This table also presents our oeg lor short natural gas basis swap
positions separately from our net long or shortiretgas positions.

June 30, 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
2013.....ccoiii (1,024,676) 548 (12,586,450) 308 (8,235,006) 356 (b) 535,000 140
2014......cccvin (603,500) 177 (70,000) 46 (9,634,185) 63 (c) 8,940,000 32
2015.....ccccii (254,000) 39 1,825,000 3 119,000 2 3,650,000 1
202€....ccciiiinn, (140000 6 — — — — — —
(@) Bbls represents barrels.
(b) Includes 33 physical index based derivative cotdraataling (9,174,728) Bbls.
(c) Includes 5 physical index based derivative congramtialing (9,975,000) Bbils.
June 30, 2012
Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net
Net Short Number Short Net Short Number Net (Short)
Year of Position of Position Number of Position of Long Position Number of
Expiration (Bbls) (a) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2012.............. (535,493) 498 (22,846,500) 310 (9,114,852) 410 (b) (16,602,500) 160
2013.............. (917,504) 249 (2,345,000) 36 (10,388)159 129 (c) 3,892,500 49
2014.............. (644,500) 76 (365,000) 3 (9,000,000) 2 (d) (900,000) 1
201E ... (365,000 2 — — — — — —
2016.............. (183,000) 1 — — — — — —

(a) Bbls represents barrels.

(b) Includes 27 physical index based derivative cotdraataling (8,506,600) Bbls.
(c) Includes 13 physical index based derivative cotdraataling (9,772,800) Bbls.
(d) Includes 2 physical index based derivative congramtialing (9,000,000) Bbils.

As of June 30, 2013, DCP Partners had interessredps outstanding with individual notional valoé$70 million and $80
million, which, in aggregate, exchange $150 millafrDCP Partners’ floating rate obligation to agfiixrate obligation through June

2014.

9. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number of eleison lawsuits involving royalty disputes, misrserement and
mispayment allegations. We are currently namedeéendants in some of these cases and customersissered individual audit
claims related to mismeasurement and mispaymemalyisment believes we have meritorious defensé®tetcases and, therefore,
will continue to defend them vigorously. These migj however, can be costly and time consuming fiende We are also a party to
various legal, administrative and regulatory praiiegs that have arisen in the ordinary course oboginess, including, from time
to time, disputes with customers over various measant and settlement issues.

Management currently believes that these mattkentas a whole, and after consideration of amaeusied, insurance
coverage and other indemnification arrangementsnai have a material adverse effect upon our easdd consolidated results of

operations, financial position or cash flows.
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General Insurance— Our insurance coverage is carried with an affliof Phillips 66, an affiliate of Spectra Eneemd third-
party insurers. Our insurance coverage includggyéheral liability insurance covering third-paetyposures; (2) statutory workers’
compensation insurance; (3) automobile liabilityurance for all owned, non-owned and hired vehi¢isexcess liability insurance
above the established primary limits for geneadility and automobile liability insurance; (5) perty insurance, which covers the
replacement value of real and personal propertyirgeiddes business interruption; and (6) directord officers insurance covering
our directors and officers for acts related to lousiness activities. All coverage is subject tdaiarlimits and deductibles, the terms
and conditions of which are common for companieth wimilar types of operations.

Environmental— The operation of pipelines, plants and otheilifas for gathering, processing, compressingasgorting, or
storing natural gas, and fractionating, transpgrtgathering, processing and storing NGLs and qihaducts is subject to stringent
and complex laws and regulations pertaining totheahfety and the environment. As an owner oratpeof these facilities, we
must comply with United States laws and regulatiainhe federal, state and local levels that retatEr and water quality, hazardous
and solid waste storage, management, transportatidrisposal, and other environmental mattersidicy recently adopted U.S.
Environmental Protection Agency regulations reldteceporting of greenhouse gas emissions whicle keken effect over the past
two years. The cost of planning, designing, comsiing and operating pipelines, plants, and otheitifi@és must incorporate
compliance with environmental laws and regulatiand safety standards. In addition, there is inénga®cus, both from state and
federal regulatory officials and through litigatjcon hydraulic fracturing and the real or perceieagironmental impacts of this
technique, which indirectly presents some riskupavailable supply of natural gas. Failure to ctympth these laws and
regulations may trigger a variety of administratiewil and potentially criminal enforcement meassjrincluding citizen suits, which
can include the assessment of monetary penatiesmposition of remedial requirements, the issaasfdnjunctions or restrictions
on operations. Management believes that, basedmently known information, compliance with theagé and regulations will not
have a material adverse effect on our condensesbtidated results of operations, financial positiortash flows.

We make expenditures in connection with environmlemiatters as part of our normal operations. Asath June 30, 2013 and
December 31, 2012, environmental liabilities inelddn the condensed consolidated balance sheetherscurrent liabilities
amounted to $5 million. As of June 30, 2013 anddbalmer 31, 2012, environmental liabilities includiedhe condensed consolidated
balance sheets as other long-term liabilities artezlito $8 million and $9 million, respectively.

10. Guarantees and Indemnifications

We periodically enter into agreements for the agitjon, contribution or divestiture of assets. Tdhhagreements contain
indemnification provisions that may provide indetyrior environmental, tax, employment, outstanditigation, breaches of
representations, warranties and covenants, perfarenaf DCP Partners or other liabilities relatethis assets being acquired,
contributed or divested. Claims may be made byltharties or DCP Partners under these indemnificatgreements for various
periods of time depending on the nature of thewtldihe effective periods on these indemnificatioovsions generally have terms
of one to 15 years, although some are longer. Guimum potential exposure under these indemnificatigreements can vary
depending on the nature of the claim and the paaticransaction. We are unable to estimate tta taximum potential amount of
future payments under indemnification agreemenéstdwseveral factors, including uncertainty as kether claims will be made
under these indemnities. We have issued guaraateksmdemnifications for certain of our consolidbseibsidiaries.

11. Supplemental Cash Flow Information

Six Months Ended

June 30,
2013 2012
(millions)
Cash paid for interest, net of capitalized inte.................cccueeee. $ 88 $ 85
Cash paid for income taxes, nefrefunds receive...................... $ 6 $ 10
Non-cash investing and fincing activities
Distributions payable to membi...............ccoeccciiii $ — 8 50
Property, plant and equipment acquired with accopayabl.... $ 12z $ 231
Other noi-cash additions of property, plant and equipr......... $ 57 % 30

During the six months ended June 30, 2013 and 20&2eceived distributions from DCP Partners of 88fion and $32
million, respectively, which are eliminated in cofidation.
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12. Subsequent Events

We have evaluated subsequent events occurringghrAugust 9, 2013, the date the condensed consatidmancial statements
were issued.

On August 5, 2013, we contributed our interest @0LaSalle Plant, LLC, or LaSalle, to DCP Partriersaggregate
consideration of $209 million, subject to certaimghase price adjustments. LaSalle is a 110 miltigbic feet per day, or MMcf/d,
natural gas processing plant currently under caostm with plans to expand to 160 MMcf/d. We agstdered into a 15-year fee-
based agreement with DCP Partners, which providel8 Partners with a fixed demand charge. The feeebagreement also
provides DCP Partners with a throughput fee onalimes processed at LaSalle. The processing agrdaeztommences with
commercial operations of the new plant, which igeeted to be in-service in the second half of 20h& transaction was financed at
closing from borrowings under DCP Partners’ Crédjteement.

On August 5, 2013, we also contributed our inteire§ICP Midstream Front Range LLC, or Front Rangd)CP Partners for
aggregate consideration of $86 million, subjeatddain purchase price adjustments. Front Range a88.33% equity method
interest in Front Range Pipeline LLC, a joint veetwith affiliates of Enterprise Products Partiei®. and Anadarko Petroleum
Corporation, which was formed to construct a new Niipeline that will originate in the DJ Basin aaedtend approximately 435
miles to Skellytown, Texas. The pipeline operatqrexts the NGL pipeline to be mechanically compietde fourth quarter of
2013. The transaction was financed at closing fommowings under DCP Partners’ Credit Agreement.

On July 25, 2013, DCP Partners announced thatahedlof directors of DCP Partners’ general parttemiared a quarterly
distribution of $0.71 per unit, payable on Augu4t 2013 to unitholders of record on August 7, 2013.

In July 2013, our board of directors approved a §ifllon dividend which was paid to our owners iyJ2013.
On June 20, 2013, we entered into a purchase émadga@ement with Mountain Gas Resources, LLC limse 100%
membership interests in Overland Trail TransmissidrC, or OTTCO, for approximately $28 million, gebt to customary purchase

price adjustments. This transaction is expecteziase in 2013, subject to regulatory approval amgtamary closing conditions. We
have classified the component of net assets addresdle in our condensed consolidated balancetsias of June 30, 2013.
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