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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(millions)
September 30, December 31,
2013 2012
ASSETS
Current assets:
Cash and cash equIValENtS ..........coooiceceeeee e $ 28 % 4
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million for both periods...... 1,043 886
AFFIIBLES .t s e e ee e e e n 281 172
(@101 PRSP 43 35
101V 7=T ] (o] 1= PP PPPRPTPPRPTN 93 105
Unrealized gains on derivative iNStrUMEeNtS ........oooooiiiiiiiiiiiiiiieieeeeeeee e 61 57
(] 1 1T RPN 40 30
L0 r= U =T | A= T1T=) P 1,589 1,289
Property, plant and equipmMEeNt, Nt ........ .. e 8,236 7,331
Investments in unconsolidated affiliates ....ccewevvvvviiiiiiiiiiiii e 1,277 872
INtANGIDIE @SSELS, NEL....ceiiiiiiiiiie e e 317 336
L€ ToTo o 11 ]| RO PPPPPRPRTRPRRP 722 723
Unrealized gains on derivative iNStrUMENES ......ccoooveieiiiiiiiiiieiiiereeeee e e eeeseme e 13 10
(@15 1T (o] g To B (=14 4 1= TS T T Y £ 212 223
ORI ASSEES ..t eee et et eeeee et e et e et e et et et ettt e e e e e e e $ 12,366 $ 10,784
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LT =SSP $ 1,172 $ 1,065
AFFIIBLES .t s e e ee e e e n 63 37
[ 11 0= OSSP 52 51
ShOr-terM DOMTOWINGS ....eeeieeieieie ettt e et e e e e e e e e e e e e e sae b be s e e e esmeee 561 958
Distributions payable to Members ... 18 —
Current maturities of long-term debt ... 250 250
Unrealized losses on derivative iINStrUMENES coeeeeecceeieieeeeeeeeeeeeieee e e e e eeesaens 67 65
Yool U L=To I = VT TSP 81 32
(@1 1= ST U UUPTUURRRRRRRRRRIN 318 317
Total current liabilities 2,582 2,775
Deferred income taxes 93 92
Long-term debt 5,173 4,443
Unrealized losses on derivative iNStrUMENTS cecee. .o vvvveeere i 10 11
Other long-term liabilitieS.........c.ccooi it e e e 145 146
Total IADINHIES ..eeeeeiiiieeiee e 8,003 7,467
Commitments and contingent liabilities
Equity:
MEMDEIS  INTEIEST .. ..o e e e e e e e e e e anr e e e e e e e 2,681 2,413
Accumulated other cCOmPreNENSIVE [0SS...... o errrreieeiiiiiieee s eserreereees (6) (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 2,675 2,404
NONCONLIOIING INTEIEST ....eeeeiiiiiiiie e e e mnae 1,688 913
TOLAI EOUILY ...ttt ettt et e e e e e e e e e e s e e et e s e e eeeeeaaeas 4,363 3,317
Total liabilitieS aNd EOUILY ...............evmereereeeeeereeteeeeeereeteeeeeeeneseeses e eeeeeeeeeneeeens $ 12,366 $ 10,784

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(millions)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

Operating revenues:

Sales of natural gas and petroleum productS.ee....c.cccvvveven. $ 2502 $ 1,801 $ 7,085 $ 5,674

Sales of natural gas and petroleum products tiaddk................ 511 418 1,194 1,480

Transportation, storage and proCessSiNg .........eeeeeeveeeeeeeeniinnane 124 93 334 267

Trading and marketing gains (10SSeS), Net v .vcvvevvvsoeeenss 12 (2) 18 67

Total OPErating rEVENUES ............c.covreecmemeeeeeeeeeeeeeeeeeeareanens 3,149 2,400 8,631 7,488

Operating costs and expenses:

Purchases of natural gas and petroleum products................. 2,507 1,881 6,927 5,522

Purchases of natural gas and petroleum produats dffiliates.... 92 72 193 471

Operating and MainteNaNCE .............cceccmmmmmeeeeeeiiieeieeee e 156 183 494 509

Depreciation and amortization .............cccccceveeieeveeeeeeneeeeee e, 82 67 227 224

General and adminiStratiVe ................oommeeeeeeeereeeeeereeeeeneas 67 75 193 211

Total operating costs and eXPENSES .......cceoeeveeveeeeeueeueanenn. 2,904 2,278 8,034 6,937

Operating iINCOME .......uuuiiiiiiiieieiie e ee e e e e 245 122 597 551
Earnings from unconsolidated affiliates.......ccccccceeeeeiiiiccvnnnnen, 10 9 26 26
INtEreSt EXPENSE, NEL.........vveeeeereeererersesersseresseses s (75) (43) (77) (146)
Income before iINCOME taXesS ........uveeiiiiiiiiiiieciiiieieeeeeeee e 180 88 446 431
Income tax (expense) benefit.........cccuvvccceeieeeic i, (3) 1 (7) (2)
NEL INCOMIE ...ttt e e e e e e e e 177 89 439 429

Net loss (income) attributable to noncontrollingerests............. 14 6 (79) (58)
Net income attributable to members’ interests........................ $ 191 % 9% $ 360 $ 371

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)
(millions)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2012

429

1
10

11

440

(66)

2013
NEL INCOME ...ttt ettt et e et e naeente e eenemes $ 177
Other comprehensive income:

Net unrealized gains on cash flow hedges.......ccccccccel —

Reclassification of cash flow hedge losses intoiegs........................ 1

Total other comprehensive iINCOME ............uuuuiiiiiimmeniee e 1

Total comprehensive INCOME ..........uuuiiiiceecc e 178
Total comprehensive loss (income) attributabledocontrolling

INEEIESTS ..ttt mrree et 14

$ 192

374

Total comprehensive income attributable to memhiatsrests...............

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(millions)
Nine Months Ended
September 30,
2013 2012
Cash flows from operating activities:
NELINCOIME ...ttt ettt i et e e et e e et e e sabe e sbaeesbbeesbbeebeemabbeesteessrneenrns $ 439 $ 429
Adjustments to reconcile net income to net caslviged by operating activities:
Depreciation and amortiZation .............cccccecieiiiieieiiiee e eeemr e 227 224
Earnings from unconsolidated affiliates.......cccccccvvveeeeeeeiiiiiiiiceeee e (26) (26)
Distributions from unconsolidated affiliatesS ...........ccvvveieiiiiiceeiei i, 40 28
Net unrealized (gains) losses on derivative imMBEMLS ............cceeeeeeeeeees s eeeeens (1) 12
Deferred iNCOME taX EXPENSE ......uuuvivriieeeeeerrerereerrereerteeeeeeessesssssrmmnereeeeaeesessnnnn, 1 —
(@101 S 0= PP UPTRO 4 2
Changes in operating assets and liabilities wlsled) provided cash:
ACCOUNES rECERIVADIE ... (266) 298
INVENTOTIES .ttt et ettt e e e e e e e e e e e as 11 (12)
ACCOUNES PAYADIE ... 171 (525)
(@1 01T SRR (29) (98)
Net cash provided by operating aCtiVIti®S .. .vvveeeeeeeiiiiiiaaaaaeeee e, 571 332
Cash flows from investing activities:
Capital @XPENAITUIES ... ..ttt ettt e e e e e e e e e e e e e s s b e s e e meeee (1,200) (1,720)
Acquisitions, net of cash aCqUIred ... — (123)
Investments in unconsolidated affiliates...eceem.cooeeeiiii i (419) (103)
Proceeds from Sale Of @SSELS ..........c.vciueiueiiieieci et emeemeae et 28 1
Net cash used in INVESLING ACHVILIES. ... ummrreeeeeriiiiiiiiee i ssieeee e (1,491) (1,945)
Cash flows from financing activities:
Payment of dividends and distributions to memhbers.............ccccvvveeericccciiinnnnnn, (256) (349)
Proceeds from debt ..o e 2,376 1,603
Payment Of debt.........cooiiii e e ————————————— (1,646) (1,062)
Proceeds from issuance of common units by DCh&atnet of offering costs...... 995 445
(Repayment) borrowings of commercial paper, NeL o ....vvvvviviiiivieeeeiieeeeeeeeeeen, (397) 1,074
Distributions paid to NONCONtIOIlING INtEIrEStS . veeeieiiiiiiiiieee e, (117) (81)
Payment of deferred fiNanCing COSES..........oieiioeeeeeeeeeeeeeeee oo (11) (16)
Net cash provided by fin@ncing actiVIties ......cc...coveeviveeiceee e, 944 1,614
Net change in cash and cash equUIVAIENTS ....eeeeeeee i, 24 1
Cash and cash equivalents, beginning of Periad..........c..cccvevveveeeeeceece e 4 9
Cash and cash equivalents, end Of PEHOM ..o ..vieiiiieis s e, $ 28 $ 10

See Notes to Condensed Consolidated Financialnstats.



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 360 — 79 439
Other comprehensive income..............occcccuiinnnnes — 3 — 3
Dividends and distributions................ commmmseeeeeeninnn (274) — (117) (391)
Issuance of common units by DCP Partners, net of
OFfEriNG COSES ...vviveieeciecie et 182 — 813 995
Balance, September 30, 2013...............comememnvevnenn. $ 2681 % 6) $ 1688 $ 4,363
Balance, January 1, 2012 .........cccccevvecmeeeee e, $ 2,164  $ 12) % 537 $ 2,689
NELINCOME .otttk et sme 371 — 58 429
Other comprehensive incOmMe..............ccceecccceeeennn. — 3 8 11
Dividends and distributions................. «ommmmeeevereennnn (310) — (81) (391)
Issuance of common units by DCP Partners, net of
OFfEriNG COSES ....vvivieieieceece et 71 — 374 445
Balance, September 30, 2012............c.ocemememnennne. $ 2296 $ 9 3 896 $ 3,183

See Notes to Condensed Consolidated Financialrstats.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsitiay or us, we, our, or the Company, is a jointwenowned 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 engagdteibusiness of gathering, compressing, treatiraggssing, transporting, storing
and selling natural gas and producing, fractiomgptiransporting, storing and selling natural ggsitis, 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
September 30, 2013 and December 31, 2012, we oama@proximate 23% and 27% limited partner interespectively.
Additionally, as of September 30, 2013, we owndgka than 1% general partner interest in DCP Paramed as of December 31,
2012, we owned an approximate 1% general parttereist in DCP Partners. We also own incentiveitigion rights that entitle us
to receive an increasing share of available caghieadefined distribution targets are achievedthsgeneral partner of DCP
Partners, we have responsibility for its operatidiie exercise control over DCP Partners throughoaurership and general partner
interest and we account for it as a consolidatédidiary. Transactions between us and DCP Partaates been identified in notes to
the condensed consolidated financial statementa@asactions between affiliates.

We are governed by a five member board of directmssisting of two voting members from each ofllpisi 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 gpeic8a Energy board member. In
the event the board cannot reach a majority datisiee decision is appealed to the Chief Execuiiffecers 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 t&eptdairly the financial position and results pkeoations 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 nine months endede8dger 30, 2013 are not necessarily indicative @frésults that may be expected
for the year ending December 31, 2013. These utelidondensed consolidated financial statementddhe read in conjunction
with our audited consolidated financial statemdotshe year ended 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 currentexpected future events,
actual results could differ from those estimatdsese condensed consolidated financial statemetitglemthe 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 can&od investments in less than 20% owned affdiathere we have the ability to
exercise significant influence, are accounted &ng the equity method. Intercompany balances eam$actions have been
eliminated.

Certain amounts in the prior year’'s condensed dafaed financial statements have been reclassifiesnform to the current
year presentation.

2. Dispositions

In June 2013, we entered into a purchase and gederment with Mountain Gas Resources, LLC to s&illl®0% membership
interests in Overland Trail Transmission, LLC, of GCO, for approximately $28 million. This transacticlosed on September 3,
2013, following receipt of regulatory approval, ame recognized a $7 million gain on sale in thedsmsed consolidated statements
of operations for the three and nine months endgde®nber 30, 2013.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

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

No tax distributions were paid during the nine nsnénded September 30, 2013. During the nine memitisd September 30,
2012, we paid tax distributions of $188 millionskd on estimated annual taxable income allocatethitbps 66 and Spectra Energy
according to their respective ownership percentagéise date the distributions became due. Duhieghtne months ended September
30, 2013 and 2012, we declared and paid dividehf2%6 million and $161 million, respectively, thifips 66 and Spectra Energy,
allocated in accordance with their respective oshigrpercentages. During the nine months endede8iyerr 30, 2013 and 2012,
DCP Partners paid distributions of $112 million &Y million, respectively, to its public commonitholders.

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 Hillsgfige, 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. In September 2013, the Safgladill Southern Hills LLC agreements were amendddestated. As a result of
these amendments, we, Phillips 66 and Spectra #each own an approximate one-third interest inweepipeline entities.

We have entered into transportation agreementsSdtid Hills and Southern Hills, which became effecin June 2013. Under
the terms of these 15-year agreements, we have itdno transporting volumes at rates definechan$and Hills and Southern
Hills tariffs.

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&&l Bl 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 wirvd 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 aedund/or constructed by us in
the future in various counties in the Mid-Continantl Permian Basin regions, and the Austin Chalk.aVe anticipate continuing to
purchase and sell commaodities with Phillips 66 @R{Chem in the ordinary course of business.

Spectra Energy

Commodity Transactions- We sell a portion of our residue gas and NGL$tochase natural gas and other petroleum products
from, and provide gathering, transportation ancp#ervices to Spectra Energy. Management antéspaintinuing to purchase and
sell commodities and provide services to Specterdnin the ordinary course of business.

DCP Partners

On August 5, 2013, we entered into a purchase aledagireement with DCP Partners, pursuant to whilkontributed our
interest in DCP LaSalle Plant LLC to DCP Partnerghe LaSalle Transaction, for consideration dd%illion, subject to certain
customary purchase price adjustments. The LaSadlesaction was financed at closing from borrowingder DCP Partners’ Credit
Agreement.

DCP LaSalle Plant LLC owns the O’'Connor plant, @ hdillion cubic feet per day, or MMcf/d, cryogematural gas processing
plant in the DJ Basin in Weld County, Coloradohiitans to complete an expansion to 160 MMcf/doiRto the start of commercial
operations in October 2013, the O’Connor plant kasvn as the LaSalle plant. In connection withlth&alle Transaction, we also
entered into a 15-year fee-based agreement with PeZthers pursuant to which DCP Partners will reeéi) a fixed demand charge
of 75% of the plant’s capacity, and (ii) a throughfee on all volumes processed at the O’Connartplss a result of the LaSalle
Transaction, we will continue to consolidate th&€€@nor plant through our ownership and generahpaihterest in DCP Partners.

On August 5, 2013, we also entered into a purchadesale agreement with DCP Partners, pursuantithwe contributed our
interest in DCP Midstream Front Range LLC, or Fieahge, to DCP Partners for consideration of $88omj subject to certain



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

customary purchase price adjustments, or the Range Transaction. The Front Range Transactiorfinasced at closing from
borrowings under DCP Partners’ Credit Agreement.

Front Range owns a 33.33% equity method intereStant Range Pipeline LLC, a joint venture withilaffes of Enterprise
Products Partners L.P., or Enterprise, and AnadBstmleum Corporation. The joint venture was fatrt@econstruct a new raw
NGL mix pipeline that will originate in the DJ Basind extend approximately 435 miles to SkellytoWexas, or the Front Range
pipeline. Enterprise is the operator of the pipelmd expects the Front Range pipeline to be wiesemn the first quarter of 2014.

On March 28, 2013, we contributed an additionab4b6 interest in DCP SC Texas GP, or the Eagle Egstem, and an $87
million fixed price commodity derivative hedge fatthree-year period to DCP Partners for aggregatsideration of $626 million,
plus customary working capital and other purchag@m@djustments. 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 tmits and the remaining $11 million was paid \BP 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 Z&t6of preformation capital
expenditures. As a result of this transaction, DXaRners owns 80% of the Eagle Ford system, andillveontinue to consolidate
the Eagle Ford system through our ownership andrgépartner interest in DCP Partners.

Transactions with other unconsolidated affiliates
We sell a portion of our residue gas and NGLs to¢ipase natural gas and other petroleum produats, fand provide gathering
and transportation services to, unconsolidatetiaés. We anticipate continuing to purchase aticceenmodities and provide

services to unconsolidated affiliates in the ordjreaurse of business.

The following table summarizes our transactionfwélated parties and affiliates:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
(millions)
Phillips 66 (a):
Sales of natural gas and petroleum products theddfi...................... $ 487 $ 40z ¢ 114 % 64¢
Transportation, storage and ProCes..........ccovveevveeeieeeiiineesveesneens $ — % — 3 1 3 —
Purchases of natural gas and petroleum produgats dffiliates........... $ 2 3 29 % 7 % 43
Operating and general and administrative exXpt.........cccccceeevveenne.. $ 1 % 1 % 2 % 2
ConocoPhillips (a):
Sales of natural gas and petroleum products thaadfi...................... $ — — 8 — 8 78¢
Transportation, storage and ProCeSs...........coccvveeeeeeiiiiiniiineeeeessinns $ — — 8 — 8 5
Purchases cnatural gas and petroleum products from affili........... $ — — 8 — 8 17¢
Operating and general and administrative expt (b)...........ccccceoneee, $ — — 3 — 8 (1)
Spectra Energy:
Purchases of natural gas and petroleum produgats dffiliates........... $ 19 % 17 $ 53 % 161
Operating and general and administrative exXpt.........cccccceeevveennen. $ 3 % 3 3 7 % 9
Unconsolidated affiliates:
Sales of natural gas and petroleum products theddfi...................... $ 24 % 16 $ 51 % 44
Transportation, storage and ProCes..........cccvveevveeeeeeeiiineesveesnens $ 3 % 3 3 8 $ 13
Purchases of tural gas and petroleum products from affilii........... $ 71 % 26 % 3¢ % 88

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

(b) The nine months ended September 30, 2012 inclugkeiedine insurance recovery receivables, which wegged as a
reduction to operating expense in the condensesbtidated statements of operations.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

We had balances with related parties and affiliatefollows:

September 30, December 31,

2013 2012
(millions)
Phillips 66:
Accounts receivable..............ceeeeeennn $ 248 $ 152
Accounts payab...........cceevieiineenne, $ (18) $ (14)
Other @SSe...ciieeeeeeeeeeeeeee e $ 3 $ 2
Spectra Energy:
ACCOUNtS receivab..........ccoeeevvevveeeen, $ 1 $ —
Accounts payab............ccceceiinieennnen. $ (7) $ (6)
Other asse.......ccocvveeeeeieiieeeeiiieeeeeee, $ 2 $ 1
Unconsolidated affiliates:
Accounts receivab........ccoeeeeeviireeennni, $ 32 $ 2C
Accounts payab...........eceeevieeiieenne, $ (38) $ a7
Other @SSe....uueeeeeeeeeeeeeeeeeeeeeeeeeeeens $ 11 $ —

4. Inventories
Inventories were as follows:

September 30, December 31,

2013 2012
(millions)
Natural gas ......coeeeeeveeviieeiiecceeeee e, $ 27 % 23
NGLS oecveiieeteeie et s, 66 82
Total INVENtOries .......cocveeveeveeeve e $ 93 $ 105

5. Property, Plant and Equipment

Property, plant and equipment by classificationeaas follows:

Depreciable September 30, December 31,

Life 2013 2012
(millions)
Gathering and transmission systt............... 20-50year $ 7,68¢ $ 6,91¢
Processing, storage and terminal facil....... 35- 60 year 3,691 3,03¢
Othelceiiiiiiiiiee e 3-30 year 328 31C
Construction work in progre...........c..c........ 1,12¢ 1,49«
Property, fant and equipme ................... 12,82¢ 11,75¢
Accumulated depreciatian......................... (4,590 (4,427
Property, plant and equipment, net........ $ 8236 $ 7331

Interest capitalized on construction projects far three and nine months ended September 30, 284 $6vmillion and $33
million, respectively. Interest capitalized on cwuastion projects for the three and nine monthseenBeptember 30, 2012 was $25
million and $60 million, respectively.

Depreciation expense for the three and nine matbed September 30, 2013 was $76 million and $2@m respectively.
Depreciation expense for the three and nine mantbed September 30, 2012 was $62 million and $2MBm respectively.

We revised the depreciable lives for our gatheaind transmission systems, processing, storagecaméhtl facilities, and other
assets, effective April 1, 2012. The key contribgtfactors to the change in depreciable lives wais@ease in the producers’
estimated remaining economically recoverable resemesulting from the widespread application ohteques, 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

9



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

commodities. Based on our property, plant and egeig as of April 1, 2012, the new remaining deel lives resulted in an
approximate $60 million and $120 million reductiordepreciation expense for the three and nine hsoemhded September 30, 2012,
respectively.

Asset Retirement Obligations— As of both September 30, 2013 and December 3112,20e had $91 million of asset retirement
obligations, or AROs, in other long-term liabilgién the condensed consolidated balance sheetmdthe first quarter of 2012, we
recorded a change in estimate to increase our AR@wproximately $12 million. The change in estienatas primarily attributable
to a reassessment of anticipated timing of setttesnend of the original ARO estimated amounts.tath the three and nine months
ended September 30, 2013, accretion benefit wasifi@n. For the three and nine months ended Sepésr80, 2012, accretion
expense was $2 million and $1 million, respectivélgcretion expense is recorded within operating emaintenance expense in our
condensed consolidated statements of operations.

The following table summarizes changes in thetastieement obligations, included in our balanbeets:

September 30, December 31

201z 201z
(millions)
Balance, beginning of peri...........ccoov i, $ 91 $ 73
Accretion (benefit) eXpense ..., (1) 3
Liabilities iNCUITed ..........cccveveeie i, 1 15
Balance, end Of PEriod .............oeeeveeeeeeeerereeerenens, $ 91 § 91
6. Goodwill
September 30, December 31,
2013 2012
(millions)
Beginning of Perio........cccccccvveeeieeiieeeeene, $ 72: % 728
DiSPOSItIONS ....cccvveeeiciiieeiiie e mmee e (1) —
End of period..........cccceeeeeeieecieenene, $ 72z $ 728

We performed our annual goodwill assessment duhiagjuarter at the reporting unit level. As a resfibur assessment, we
concluded that the entire amount of goodwill diseld on the consolidated balance sheet is recoeeiatd primarily used a
discounted cash flow analysis, supplemented byr&kehapproach analysis, to perform the assessidegtassumptions in the
analysis include the use of an appropriate discmaiet terminal year multiples, and estimated fizash flows including an estimate
of operating and general and administrative ctstestimating cash flows, we incorporate currentkaginformation, as well as
historical and other factors, into our forecastethmodity prices. If actual results are not consistéth our assumptions and
estimates, or our assumptions and estimates cliareg® new information, we may be exposed to golbdwpairment charges,
which would be recognized in the period in whicl darrying value exceeds fair value.
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7. Investments in Unconsolidated Affiliates

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

Percentage September 30, December 31,
Ownership 2013 2012
(millions)
DCP Sand Hills Pipeling, LLC ..........cccvvimmeeeieiee e, 33.33% $ 396 % 263
DCP Southern Hills Pipeline, LLC...........c.ccceeieiiiiiiceiiieee, 33.33% 322 253
Discovery Producer Services, LLC ...........cecceeiiiivimenennn. 40.00% 283 222
Front Range Pipeline LLC.........coooiiiiiiiioem e 33.33% 112 24
Texas EXpress Pipeli LLC ..., 10.00% 92 41
Main Pass Oil Gathering Company ..........ccceeeeeereeeeceeeennn. 66.67% 23 24
Mont Belvieu Enterprise Fractionator ........cccccevvvvvveeeeann.. 12.50% 22 18
Mont Belvieu | Fractionation Facility .........cccccoeeveiiicnnnnnn. 20.00% 16 15
Other unconsolidated affiliates.............cccoeevevereerreerennns Various 11 12
$ 1,277 $ 872

Total investments in unconsolidated affiliates.............

There was an excess of the carrying amount ofitestment over the underlying equity of DCP Sarits Hipeline, LLC, or
Sand Hills, of $10 million and $2 million as of Sember 30, 2013 and December 31, 2012, respectiwbigh is associated with
interest capitalized during the construction of 8zend Hills pipeline. The Sand Hills pipeline wéaged into service in the second
quarter of 2013, and the excess carrying amourgiisy amortized over the life of the underlyingddived assets of 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 8éptember 30, 2013 and December 31, 2012, resplyctivhich is associated with
interest capitalized during the construction of 8waithern Hills pipeline. The Southern Hills pipeliwas placed into service in the
second quarter of 2013, and the excess carryingiani® being amortized over the life of the undiexdylong-lived assets of
Southern Hills.

During the nine months ended September 30, 201 wested an additional $193 million for our oné@dhnterest in Sand Hills
and Southern Hills, combined, to fund continuedstarction on the pipelines.

There was a deficit between the carrying amouth@investment and the underlying equity of Disegweroducer Services,
LLC, or Discovery, of $28 million and $30 milliorsaf September 30, 2013 and December 31, 2012 cteegly, which is
associated with, and is being amortized over fieeoli, the underlying long-lived assets of Discgver

There was an excess of the carrying amount ofthestment over the underlying equity of Main Pa#s3athering Company,
or Main Pass, of $7 million at both September 30,3and December 31, 2012, which is associated aiith is being amortized over
the life of, the underlying long-lived assets ofiM®ass.

There was a deficit between the carrying amouthe@fnvestment and the underlying equity of Monlvize! | Fractionation
Facility, or Mont Belvieu I, of $5 million at botGeptember 30, 2013 and December 31, 2012, wha$sizciated with, and is being
amortized over the life of, the underlying longdd/assets of Mont Belvieu I.

There was an excess of the carrying amount ofrthestment over the underlying equity of Texas Egpteipeline LLC, or
Texas Express, of $3 million and $1 million as epfember 30, 2013 and December 31, 2012, resphlyctivieich is associated with
interest capitalized during the construction of pipgeline and will be amortized over the life oéthnderlying long-lived assets of the
Texas Express pipeline beginning in the fourth tprasf 2013.

There was an excess of the carrying amount ofiihestment over the underlying equity of Front RaRgeeline LLC, or Front
Range, of $3 million and $1 million as of SeptemB@y 2013 and December 31, 2012, respectively, wisiassociated with interest
capitalized during the construction of the pipelama will be amortized over the life of the undertylong-lived assets of the Front
Range pipeline once placed into service.
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Earnings (loss) from unconsolidated affiliates anted to the following:

Three Months Endec Nine Months Ended
September 30, September 30,
2012 201z 201z 201z
(millions)

Sand Hills........ooeiiieiie e $ 2 $ — $ 1 3 —
Southern Hilli.........eeee e (1) — 1) —
DISCOVEIY...etiiiieiieiit et — 3 2 11
Mont BelvieuEnterprise Fractionat.............ccccueeeeeeeen. 3 4 10 10
MONt BEIVIEU | ...eeeiiiiiiiiiiie e, 6 2 14 5
Total earnings from unconsolida affiliates............ $ 1C $ 9 $ 26 $ 26

The following tables summarize the combined finahitiformation of unconsolidated affiliates:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
(millions)
Income statement:
Operating revenu.........ccccecceeeunee. $ 14z % 94 $ 39¢ $ 311
Operating eXpens .........cccceeeeennee. $ 93 % 52 $  25¢ $ 177
Net iNCOMI...cuvurieeieieieeeeeieeeeiee, $ 48  $ 42 $ 13¢ $ 132
September 30, December 31,
2013 2012
(millions)
Balance sheet:
Current assetS.....cocvveeeeeerenn. $.. 225 % 165
Long-term assets.........ccccceeen.. 4,430 3,037
Current liabilities ................... (256) (194)
Long-term liabilities................ (67) (67)
Net aSSets ......ovveveveeennn, $, 4332 § 2,941

8. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation moeiblogies for derivative financial assets andiliiéds 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 valu #sset or liability. Fair values are adjusteceftect the credit risk inherent in the
transaction as well as the potential impact ofitigting open positions in an orderly manner overasonable time period under
current conditions. These adjustments may includeuats to reflect counterparty credit quality, #fect 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 isimditative of the fair
value as a result of the credit quality of the degparty. 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¢ggosition as of the measurement date in accoedaith our established
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
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« Entity valuation adjustments are necessary toaefte 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 evalaatenterparty credit risk, taking into account ownccredit 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 instrisnest mark our positions to the midpoint of the/astt spread, and record
a liquidity reserve based upon our total net positWe believe that such practice results in thetmadiable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfedisis and the valuation adjustments describedeasaieycalculated on this
basis. We believe that the portfolio level approsgiresents 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 liabilitiesh@ligh we take a portfolio approach to managingelassets/liabilities, in order to
reflect the fair value of any one individual cowmtravithin the portfolio, we allocate all valuati@djustments 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 netizadle value or reflective
of future fair values. While we believe that outuaion methods are appropriate and consistentaetitbr 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 andciésgary, will adjust our policies accordingly. Skxe 10, 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:

e Level 1 — inputs are unadjusted quoted pricesdentical 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 considegrfgiant 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 financialtmsnents, 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 sWapke 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 thiskijsand to manage commodity
price risk related primarily to owned natural gamage and pipeline assets, we engage in natusagget based trading and
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 valuggisal to the quoted market price of the excharagett instrument as of our balance
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sheet date, and no adjustments are required. Deyemplon market conditions and our strategy we Bragr 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 fiie value of these instruments,
readily observable market information is utilizedthe extent it is available; however, in the evbat readily observable market data
is not available, we may interpolate or extrapotsised upon observable data. In instances whetgilize an interpolated or
extrapolated value, and it is considered significarthe valuation of the contract as a whole, veeil 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 objectdfgealizing a positive margin
from the purchase and sale of these commodity-biastdiments. 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 instrumeangsgenerally classified within Level 3. The imally generated curve may utilize
a variety of assumptions including, but not limitedhistorical and future expected relationshifN&fL prices to crude oil prices, the
knowledge of expected supply sources coming on érpected weather trends within certain regionth@fUnited 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. Generallynstnrument will move toward a level within the taechy that requires a lower
degree of judgment as the time to maturity appreschnd as the markets in which the asset traddgely 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 eithegalion, depending upon market conditions andatieglability of market
observable data.

Interest 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 smdetween DCP Partners and
the LIBOR instrument. Given that a portion of thveap value is derived from the credit spread, winay be observed by comparing
similar assets in the market, these instrumentslassified within Level 2. Default risk on eitt&de of the swap transaction is also
considered in the valuation. DCP Partners recasdsterparty credit and entity valuation adjustmémthe valuation of its interest
rate swaps; however, these reserves are not coegdittebe a significant input to the overall valoat

Long-Term Assets

We offer certain eligible executives the opportymit participate in DCP Midstream LP’s Non-QualifiExecutive Deferred
Compensation plan, and have elected to fund aguodti this participation by investing in companyred life insurance policies.
These investments are reflected within our condosesolidated balance sheets as long-term asm&ra considered financial
instruments that are recorded at fair value, wity éhanges in fair value being recorded as a galoss in the condensed
consolidated statements of operations. Given Hevalue of these life insurance policies is deteethbased upon certain publicly
traded mutual funds whose value is readily obsdevialthe marketplace, these investments are @kedsiithin Level 2. During the
third quarter of 2013, we liquidated the net casiender value of our company owned life insurgpaiecies, in order to change
service providers, and received proceeds of $28omijlwhich are included in cash and cash equivaleanthe condensed
consolidated balance sheets. In October 2013, swevested these funds with a new service provider.

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 primarilyedagoon internally developed cash flow models andldvgenerally be classified
within Level 3, in the event that we were requitedneasure and record such assets at fair validnvatir 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 primarilyedagpoon costs incurred historically for similar woass well as estimates from
independent third parties for costs that wouldrineiired to restore leased property to the contadlgtstipulated condition, and
would generally be classified within Level 3.

The following table presents the financial instants carried at fair value, by condensed consa@tibalance sheet caption and
by valuation hierarchy, as described above:

September 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...................... $ 28 % 19 3 14 % 61 $ 18 3 23 3% 1€ $ 57
Long-term assets:
Commodity drivatives (b ................ $ 4 $ 6 9 3 S 12 $ 2 3 5 % 3 9 1C
Company owned life insurance ...... $ — 3 — 3 — — — 3 22 $ — 3 23
Current liabilities (d):
Commodity derivative..................... $ 24) $ 34) $ ®) $ 64) $ 13) $ 34) $ 14) $ (61)
Interest rate derivatis...................... $ — 3 3 ¢ — 3 3 $ — 3 4 $ — 4)
Long-term liabilities (e):
Commodity derivative...................... $ ®) $ 4 $ — 3 (10) $ 3) $ ®) $ — ¢ 9)
Interest rate derivatives................... $ — 3 — — 8 —  $ — 3 2 $ — 8 2

(@) Included in current unrealized gains on derivaingruments in our condensed consolidated balameets.

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

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

Changesin Levels 1 and 2 Fair Value Measurements

The determination to classify a financial instruineithin Level 1 or Level 2 is based upon the aaaility of quoted prices for
identical or similar assets and liabilities in getimarkets. Depending upon the information reaalilgervable in the market, and/or
the use of identical or similar quoted prices, Whigce 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 efithe period. During the three and nine months drisieptember 30, 2013, there were
no transfers between Level 1 and Level 2 of thevaiue hierarchy. During the three and nine moetided September 30, 2012
there were no transfers from Level 1 to Level 2heffair value hierarchy. During the three and mitenths ended September 30,
2012, we had the following transfers from Leveb2.evel 1 of the fair value hierarchy:

Transfers from Level 2 to Level 1

Three Months Ended Nine Months Ended
September 30, 2012 September 30, 2012

Current assets (@)..........ccoeeeveene, $ — $ —
Long-term assets (........cccccveennen. $ — $ 1
Current liabilities (g..................... $ — $ —
Long-term liabilities (a................. $ — $ Q)

(a) Financial instruments have moved into a loweel due to the passage of tir

Changesin Level 3 Fair Value Measurements

The tables below illustrate a rollforward of the@amts included in our condensed consolidated balaheets for derivative
financial instruments that we have classified withevel 3. Since financial instruments classifisd_avel 3 typically include a
combination of observable components (that is, aomepts that are actively quoted and can be validatexternal sources) and
unobservable components, the gains and losses talte below may include changes in fair valueidysart to observable market
factors, or changes to our assumptions on the @nedisle components. Depending upon the informatadily observable in the
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market, and/or the use of unobservable inputs, lmare significant to the overall valuation, thessification of any individual
financial instrument may differ from one measurehdate to the next. The significant unobservahbeliis used in determining fair
value include adjustments by other market-basedd@pendently sourced market data such as hist@acamodity volatilities,
crude oil future yield curves, and/or counterpagcific considerations. In the event that theresovement to/from the
classification of an instrument as Level 3, we haaftected such items in the table below within theansfers into Level 3" and
“Transfers out of Level 3" captions.

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 anyele®ince Level 1 and Level 2 risk managementimsénts are not included in the
rollforwards below, the gains or losses in thedalmlo not reflect the effect of our total risk mgeraent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three Months Ended September 30, 2013 (a):
Beginning balanCe...........cccooiuiiii e $ 9 $ 3 % B $ (1)
Net realized and unrealized gains included iniags(b)................ 7 — — 1
Transfers iNt0 LeVEl 3 (C) vvvvivieei it et — — — —
Transfers out of Level 3 (C).....ccooiivvimmmmneeeeee e e s e e eeees Q) — 3 —
SELHEMENES ......cvcvvvvvie e etesee et (2) — (4) —
ENAING DAIANCE ... et eees e $ 14 $ 3 3 6) $ —
Net unrealized gains (losses) still held includedarnings (h)........ $ 8 $ —  $ B) $ 1
Three Months Ended September 30, 2012 (a):
Beginning DalanCe............cceeiviiiic e $ 46 $ 5 $ (56) $ (4)
Net realized and unrealized (losses) gains indudearnings (b).. (10) Q) 5 2
Transfers into Level 3 (c) — — — —
Transfers out of Level 3 (C).....ooiviiiet e 4) — 2 —
SEHIEMENTS ....oeeecvieeceeee et eeeeet et ee et n et eaeaeeea, (7) — 25 —
ENAING DAIANCE ... $ 25 % 4 % (24) % (2)
Net unrealized (losses) gains still held incluifedarnings (h)........ $ B3 $ 2 % (1) % 3

(@) There were no purchases, issuances and sales\adtoes for the three months ended September @03 2nd 2012.

(b) Represents the amount of total gains or lossethéoperiod included in trading and marketing gdiosses), net classified as Level
3.

(c) Amounts transferred in and amounts transferrechmuteflected at fair value as of the end of théoge
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Commodity Derivative Instruments
Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Nine Months Ended September 30, 2013 (a):
Beginning DalanCe...........cccevvieiiiiiiiieeeec e $ 6 $ 3 % 14) $ —
Net realized and unrealized gains included iniags(b)................ 7 — 2 —
Transfers iNt0 LeVEl 3 (C) vvvvieieei it et — — — —
Transfers out of Level 3 (C).....ccooiievvmmneeeeee e e e e e e e e eiees ) — 2 —
SEIBMENTS ......veviviiiiiitetet ettt e (7) — 4 —
ENAING DAIANCE ... ettt eee e $ 14 % 3 3 6) $ —
Net unrealized gains (losses) still held includedarnings (h)........ $ 12 $ —  $ 6) $ —
Nine Months Ended September 30, 2012 (a):

Beginning DalanCe............cceeiuiiiic e $ 23 % 5 $ 8 $ 1)
Net realized and unrealized gains (losses) indudearnings (b).. 14 Q) (24) Q)
Transfers iNt0 LeVEl 3 (C) ..vvveieai ittt — — — —
Transfers out of Level 3 (c) 4) — 3 —
SEHIEMENTS ....coeeecveeeceeee ettt n et aenea, (8) — 5 —
ENAING DAIANCE ... $ 25 % 4 % (24) % (2)
Net unrealized gains (losses) still held incluifedarnings (h)........ $ 23 % 1 % (23) % (1)

(@) There were no purchases, issuances and salesi\atolers for the nine months ended September 303 2@d 2012.

(b) Represents the amount of total gains or lossethéoperiod included in trading and marketing gdiosses), net classified as Level
3.

(c) Amounts transferred in and amounts transferrecamiteflected at fair value as of the end of théoge

Quantitative I nformation and Fair Value Sensitivities Related to Level 3 Unobservable Inputs

We utilize the market approach to measure thevidire of our commodity contracts. The significanbbservable inputs used
in this approach are longer dated price quotes.s@umsitivity 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 ..oviiiiiiieeeeeiie s $ 17 $0.19 — $2.08 Per gallon
Natural Gas.........c.......... — $3.69 — $3.89 Per MMBtu (a)
Total assets.................. $ 17
Liabilities:
NGLS ..ccovieiieieecieecie e $ (6)  $0.19 -$2.07 Per gallon
Natural gas..........cc.c....... — $3.89 — $4.04 Per MMBtu (a)
Total liabilities................ $ (6)

(@) MMBtu represents one million British thermal units.
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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 rgod@ion. When available, quoted market prices arg¥ obtained through external
sources are used to determine a contract’s fairevddor contracts with a delivery location or dimafor which quoted market prices
are not available, fair value is determined basegdracing 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 précesmanagement estimates
directly affect the estimated fair value of thesatcacts. Accordingly, it is reasonably possiblattsuch 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 lmasetbdels and other valuation methods. The “pricggported by quoted market
prices and other external sources” category indug interest rate swaps, our NGL and crude dalpsyand our NYMEX positions
in natural gas. In addition, this category includes 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 frorternal sources and then modeled to daily or mgmihtes as appropriate. The
“prices based on models and other valuation methmatsegory includes the value of transactions faicl inputs to the fair value of
the instrument are unobservable in the market@adeare considered significant to the overallfalue 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 tsgecific market point.

We have determined fair value amounts using aveilaiarket information and appropriate valuationhodblogies. 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 tinsseiments or the stated rates approximating maakes. Derivative instruments
are carried at fair value. As of September 30, 28i8carrying and fair value of our long-term deh¢luding current maturities of
long-term debt, was $5,423 million and $5,642 mwillirespectively. As of December 31, 2012, theyaagrand fair value of our
long-term debt, including current maturities ofdeterm debt, was $4,693 million and $5,236 milliogspectively. We determine the
fair value of our variable rate debt based upordibeounted present value of expected future das¥sf taking into account the
difference between the contractual borrowing spearatithe spread for similar credit facilities aable in the marketplace. We
determine the fair value of our fixed-rate debtdahen quotes obtained from bond dealers. We cla$ssffair value of our
outstanding debt balances within Level 2 of the alue hierarchy.
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9. Financing
September 30, December 31,
2013 2012
(millions)
SNOM-LEIM DOITOWING.....eiiieiie et e et e s e e e e et eear e e e e sbb e e e e s aaeeeeennees $ 561 $ 95¢
DCP Midstream’s debt securities:
Seniornotes
Issued November 2008, interest at 9.700% payabiéeasaually, due December 2(.................. 25C 25C
Issued October 2005, interest at 5.375% payablésannlly, due October 20 ........................ 20C 20C
Issued February 2009, interest at 9.750% payabhasaually, due March 20..............cccceee... 45C 45C
Issued March 2010, interest at 5.350% payable seraally, due Narch 202................cccvvnnee. 60C 60C
Issued September 2011, interest at 4.750% payabimenually, due September 2i................. 50C 50C
Issued August 2000, interest at 8.125% payablessemally, due August 2030 ............ccc..eee, 30C 30C
Issued October 2006, interest at 6.45payable semiannually, due November <..................... 30C 30C
Issued September 2007, interest at 6.750% payabi@anually, due September 2i................. 45C 45C
Juniorsubordinatecnotes
Issued May 2013, interest at 5.850% payable semilyndue May 204............cccoeeviiuiiiennns 550 —
DCP Partners’ debt securiti
Issued September 2010, interest at 3.25% payabiliaseually, due October 20...............cccuueeeee. 25C 25C
Issued November 2012, interest at 2.50% payabléasennally, due December 2C...........cc.c........ 50C 50C
Issued March 2012, intelt at 4.95% payable semiannually, due April Z............ccooiiieiiiineenn. 35C 35C
Issued March 2013, interest at 3.875% payable semaally, due March 20............c.cccoooviiiiiiiennn, 50C —
DCP Partners’ revolving credit facility, weigh-average variable interest ratel.44% and 1.47%
respectively, due November 2016 (D) .......icieeeeeiiiiiiiee et et e e e e e e e e e e 211 525
Fair value adjustments related to interest ratgodaia value hedges (..........coccvvvieiiieeiiiiiiee e, 30 32
UNamortized diSCOU @NG FEE........ciiiriiiiveviiiiiriisi sttt ettt b et bebesens (18) (14)
TOLAL AED...ce e ce e e 5,98¢ 5,651
Current maturities Of I0r-1ermM ek ......ooo e (250 (250;
SHOTE-LEIM DOITOWINGS ... ememem e e e eeeeeee e s e e e eeeeeeen e s e e e s et eeenen e e eeeee e (561, (958,
TOtAl IONG-TEIM GEDE ... ettt ettt et e et e st st s et s s et esetete et ene s seaneas $ 5173 $ 4,443

(@) In December 2008, the swaps associated with thiswlere terminated. The remaining long-term faiueaof approximately $30
million related to the swaps is being amortize@ asduction to interest expense through the mgtdaite of the debt.

(b) $150 million has been swapped to a fixed interst obligation with fixed interest rates ranginonfr2.94% to 2.99%, for a net
effective interest rate of 3.41% on the $211 millaf outstanding debt under DCP Partners’ revolirgglit facility as of
September 30, 2013. $150 million has been swappeadiked interest rate obligation with fixed irgst rates ranging from 2.94%
to 2.99%, for a net effective interest rate of 228n the $525 million of outstanding debt under DGPtners’ revolving 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, obt86% Junior Subordinated Notes, for proceedppfaimately $544 million,
net of unamortized offering costs and expense$ahiflion. The net proceeds were used to repaytdban borrowings. The 5.85%
Junior Subordinated Notes are unsecured and rdodedinate 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 thierestructurally subordinated
to all debt and other liabilities of our subsidéi We will pay interest semiannually on May 21 Blaember 21 of each year,
beginning on November 21, 2013 and ending on MayY023. Thereafter, the notes will bear interestradnnual 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 mayrdbéepayment of all or
part of the interest on the notes for one or memgogds up to five consecutive years. Deferral tdriest payments preclude payment
of other distributions and cannot extend beyondthéurity date of the 5.85% Junior SubordinatedeNoAdditionally, the 5.85%
Junior Subordinated Notes include an optional rgdiem whereby the Company may elect to redeem ¢besnin whole or in part
from time-to-time, at the redemption price equal®@% of their principal amount plus accrued anplaieh interest if redeemed on or
after May 21, 2023 or in whole or in part at amgdiprior to May 21, 2023 at a make-whole redemppigce 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 seniebtdsecurities are senior unsecured obligatiorts aam redeemable at a premium
at our option.
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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 maturgs March 2017 and terminated our existing $1,250an 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 @B Facility as of September 30, 2013.

The $2 Billion Facility may be used to support cammercial paper program, our capital expansiognam, working capital
requirements and other general corporate purpasesglaas for letters of credit, up to a maximun$a00 million of outstanding
letters of credit. As of September 30, 2013 andebéaer 31, 2012, we had $561 million and $958 mmiltkd commercial paper
outstanding, backed by the $2 Billion Facility, atiare included in short-term borrowings in ouraemsed consolidated balance
sheets. As of September 30, 2013 and Decembel032, &e had $8 million and $6 million in lettersavédit outstanding,
respectively. As of September 30, 2013, the aviglahpacity under the $2 Billion Facility was $114@illion. Our borrowing
capacity is limited to approximately $1,260 milliahSeptember 30, 2013 by the $2 Billion Facilitjfeincial covenant
requirements.

In March 2012, we entered into a $1 billion delageaw term loan agreement, or the Term Loan, whiakures in September
2014. Proceeds from the Term Loan may be usedufocapital expansion program and working capitglieements. In November
2012, we repaid $250 million of outstanding bornogé under the Term Loan with proceeds from the glatme-third interests 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 and expensed approxisn&temillion of deferred financing costs relatirgthe early termination of this
agreement, which would have been amortized throligimaturity date of September 2014. There wereanmwings outstanding
under this facility as of July 5, 2013.

DCP Partners’ Debt Securities- In March 2013, DCP Partners issued $500 miltib8.875% 10-year Senior Notes, due March
15, 2023. DCP Partners received proceeds of $4Bi@minet of underwriters’ fees, related expersed unamortized discounts
totaling $10 million, which were used to fund atgam of the purchase price for the acquisition m&aditional 46.67% interest in the
Eagle Ford system. Interest on the notes will bd pamiannually on March 15 and September 15 di gaar, commencing on
September 15, 2013. The notes will mature on Mag;H2023, unless redeemed prior to maturity. Trdeunnriters’ fees and related
expenses are deferred in other long-term assetsrinoondensed consolidated balance sheets andendiinortized over the term of
the notes.

DCP Partners’ debt securities are senior unsealbkgations, ranking equally in right of paymenthwvother unsecured
indebtedness, including indebtedness under the PeBthers’ Credit Agreement. DCP Partners is natired to make mandatory
redemption or sinking fund payments with respecnyp of these notes, and they are redeemableran@ym at DCP Partners’
option.

DCP Partners’ Credit Facilities with Financial Insitions— DCP Partners has a $1 billion revolving crediilfgy, that
matures November 10, 2016, or the DCP PartnergliCAgreement. At September 30, 2013 and DecembgP@12, DCP Partners
had $1 million of letters of credit issued undex IXCP Partners’ Credit Agreement. As of SeptemBeRB13, the unused capacity
under the revolving credit facility was $788 mitiicall of which was available for general workirgpial purposes. DCP Partners’
borrowing capacity may be limited by DCP Partn€@=dit Agreement’s financial covenant requiremeBtgept in the case of
default, amounts borrowed under the DCP PartneediCAgreement will not become due prior to theviimber 10, 2016 maturity
date.

Other Financing— In August 2013, DCP Partners issued 9,000,006t @bmmon units at $50.04 per unit. DCP Partners
received proceeds of $434 million, net of offerougts.

On June 14, 2013, DCP Partners filed a shelf negish statement on Form S-3 with the U.S. Seasritéind Exchange
Commission, or SEC, with a maximum offering pri¢&800 million, which became effective on June 2013. The shelf
registration statement will allow DCP Partnersssuie additional common units under an equity @istion agreement. As of
September 30, 2013, DCP Partners has issued no@omnits under this registration statement.

In March 2013, DCP Partners issued 12,650,00Gafammon units at $40.63 per unit. DCP Partnersived proceeds of $494
million, net of offering costs.
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In August 2011, DCP Partners entered into an eglistyibution agreement with a financial institutj@as a sales agent. The
agreement provides for the offer and sale from tionégme, through DCP Partners’ sales agent, ofrnomunits having an aggregate
offering amount of up to $150 million. During thsne months ended September 30, 2013, DCP Parssersd 1,408,547 of its
common units pursuant to the equity distributioreagnent and received proceeds of $67 million, hebmmissions and offering
costs of $2 million, which were used to financevgitoopportunities and for general corporate purpoés of September 30, 2013,
no common units remained available for sale purtsteathis equity distribution agreement.

10. Risk Management and Hedging Activities, CrediRisk 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
with both physical and financial transactions. Véedestablished a comprehensive risk managemeny pot Risk Management
Policy, and a risk management committee, or th& Rignagement Committee, to monitor and manage ragkes associated with
commodity prices and counterparty credit. The Risthagement Committee is responsible for the ovemathagement of credit risk
and commodity price risk, including monitoring espee limits. The following briefly describes eadtttte 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 storage and pipeline assets awsed(o certain risks including changes in comnyqglitces. We manage
commodity price risk related to our natural gasesje and pipeline assets through our commodityaive program. The
commercial activities related to our natural gasagie and pipeline assets primarily consist optlmehase and sale of gas and
associated time spreads and basis spreads.

A time spread transaction is executed by establijshilong gas position at one point in time andldishing an equal short gas
position at a different point in time. Time spraeghsactions allow us to lock in a margin suppoktedhe injection, withdrawal, and
storage capacity of our natural gas storage assetsnay execute basis spread transactions to mattge risk of sale and purchase
price differentials across our system. A basisagteansaction allows us to lock in a margin onmhysical purchases and sales of
gas, including injections and withdrawals from atg. We typically use swaps to execute these ttdosa, which are not designated
as hedging instruments and are recorded at faieuwalth changes in fair value recorded in the aurperiod condensed consolidated
statements of operations. While gas held in ouagmlocations is recorded at the lower of avetagt or market, the derivative
instruments that are used to manage our storad#idéacare recorded at fair value and any charngésir value are currently
recorded in our condensed consolidated stateménizeoations. Even though we may have economitetiged our exposure and
locked in a future margin, the use of lower-of-eostnarket accounting for our physical inventoryldhe use of mark-to-market
accounting for our derivative instruments may sabur earnings to market volatility.

DCP Partners Commodity Cash Flow Hedges

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 Texadsadiary of DCP Partners, commenced an expapsaact to build an
additional storage cavern. During the third quanfe2013, Southeast Texas began purchasing bagde gasg the storage cavern
into operation. To mitigate risk associated wita threcasted purchase of natural gas, DCP Paerersited a series of derivative
financial instruments, which were designated ak flasv hedges. The balance in accumulated othepecenensive income, or
AOCI, of these cash flow hedges was in a loss josdf $3 million as of September 30, 2013. While tash paid upon settlement
of these hedges economically fixed the cash redquagurchase base gas, the deferred loss williremmaOCI until the cavern is
emptied and the base gas is sold.
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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 fimarstruments 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

DCP Partners is exposed to the impact of marketuations in the prices of natural gas, NGLs antensate as a result of its
gathering, processing, sales and storage activiti@sgathering, processing and storage servic€®, Partners may receive cash or
commodities as payment for these services, depemirthe contract type. DCP Partners enters intivatéve financial instruments
to mitigate a portion of the risk of weakening matigas, NGL and condensate prices associatedtwitfathering, processing and
sales activities, thereby stabilizing its cash 8Bo®WCP Partners has mitigated a portion of its etggecommaodity cash flow risk
associated with its gathering, processing and sagties through 2016 with commodity derivatimstruments. DCP Partners’
commodity derivative instruments used for its hadgirogram are a combination of direct NGL prodaatde oil and natural gas
hedges. Due to the limited depth and tenor of t@é Merivatives market, DCP Partners has used avildsvaps and costless collars
to mitigate a portion of its commaodity price riskp@sure for NGLs. Historically, prices of NGLs hayenerally been related to the
price of crude oil; however, there are periodsrattwhen NGL pricing may be at a greater discoarartude oil pricing, resulting in
additional exposure to NGL commodity prices. Thatienship of NGLs to crude oil continues to be émvthan historical
relationships; however, a significant amount of D#tners’ NGL hedges from 2013 through 2016 amctproduct hedges with
us. When its crude oil swaps become short-termatare, DCP Partners has periodically converteciredrude oil derivatives to
NGL derivatives by entering into offsetting crudeswaps while adding NGL swaps. These transactawagprimarily accomplished
through the use of forward contracts that effetyiexchange DCP Partners’ floating price risk fdixed price. DCP Partners also
utilizes crude oil costless collars that minimitzfioating price risk by establishing a fixed grittoor and a fixed price ceiling.
However, the type of instrument that DCP Partneesuo mitigate a portion of its risk may vary degiag on DCP Partners’ risk
management objective. These transactions are s@riged as hedging instruments for accountinggaep and the change in fair
value is reflected in the current period within sondensed consolidated statements of operatioinadisg and marketing gains
(losses), net.

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 aggpiate 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 resk with interest rate swaps, which reduce DRalRtners’ exposure to market
fluctuations by converting variable interest rait@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 September 30, 2013, DCP Partners had interessweap agreements extending through June 20 1hgp$i 50 million,
which are accounted for under the mark-to-markdahoteof accounting and reprice prospectively appnakely every 30 days.
Under the terms of the interest rate swap agreeaB@P Partners pays fixed-rates ranging from 2.821299%, and receives
interest payments based on the one-month LIBORr RyiAugust 2013, DCP Partners’ interest rate Swegre designated as cash
flow hedges whereby the effective portions of cleamnig) fair value were recognized in AOCI in the d@ensed consolidated balance
sheets. The deferred loss of $3 million in AOCII# reclassified into earnings as the hedged actimns impact earnings.
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In March 2012, DCP Partners settled $195 milliot®forward-starting interest rate swap agreemgmt$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, natusaal 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 changesamemic, regulatory or other factors. Where expdeeztedit 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
collateral language also provides that the ingbititpost collateral is sufficient cause to ternéna contract and liquidate all
positions. In addition, our master agreements amétandard gas and NGL sales contracts contanuatie assurance provisions,
which allow us to suspend deliveries and cancedegents, or continue deliveries to the buyer #@fiebuyer provides security for
payment in a satisfactory form.

Contingent Credit Features

Each of the above risks is managed through theutiecof individual contracts with a variety of agerparties. Certain of our
derivative contracts may contain credit-risk redatentingent provisions that may require us to tain 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 contract#tain standard credit-risk
related contingent provisions. Some of the prowvisioe 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 crosatttgrovisions that could constitute a credit-nislated 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 September
30, 2013, we had $14 million of individual commaditerivative contracts that contain credit-riskatetl contingent features that
were in a net liability position, and have not oksany cash collateral relative to such posititires credit-risk related event were to
occur and we were required to net settle our positiith an individual counterparty, our ISDA comt®permit us to net all
outstanding contracts with that counterparty, wheth a net asset or net liability position, ashaslany cash collateral already
posted. As of September 30, 2013, if a credit+ridéited event were to occur, we may be requirgubsd additional collateral.
Although our commodity derivative contracts thabizin credit-risk related contingent features wara net liability position as of
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September 30, 2013, if a credit-risk related eveare to occur, the net liability position would partially offset by contracts in a net
asset position reducing our net liability to $1 2liom.

As of September 30, 2013, DCP Partners had $13@mdf interest rate swap instruments that wera iret liability position of
$3 million and were subject to credit-risk relatehtingent features. If DCP Partners were to havevant of default relative to any
covenants of the DCP Partners’ Credit Agreemeat, dbcurs and is continuing, the counterpartid3@® Partners’ swap instruments
have the right to request that DCP Partners néé ¢be instrument in the form of cash.

Collateral

As of September 30, 2013, we held letters of crefd#78 million from counterparties to secure thature performance under
financial or physical contracts. We had cash deépegth counterparties of $12 million included ither current assets as of
September 30, 2013, to secure our obligationsdwige future services or to perform under financ@htracts. Collateral amounts
held or posted may be fixed or may vary, dependimthe value of the underlying contracts, and caoleer normal purchases and
sales, trading and hedging contracts. In many caseand our counterparties publicly disclose dreatings, which may impact the
amounts of collateral requirements.

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

Offsetting

Certain of our derivative instruments are subjec tnaster netting or similar arrangement, whewebdynay 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 pariexéhange for a net amount
due. We have trade receivables and payables asmbeiith derivative instruments, subject to masttting or similar agreements,
which are not included in the table below. Thedaling summarizes the gross and net amounts of@ivative 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
September 30, 2013 December 31, 2012
(millions)
Assets:
Commodity derivative
instruments.................. $ 74 $ 2 $ 72 % 67 $ ?3) $ 64
Liabilities:
Commodity derivative
instruments................... $ (74 $ 2 $ (72) % (70) $ 3 $ (67)
Interest rate derivative
instruments.................... $ (3) $ — $ (3 % (6) $ — $ (6)

(@) 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:

September 30, December 31, September 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............ $ — 3 4)
Unrealized gains on derivati Unrealized osses on derivativ
instrument«— long-terrr........... — — instrument— long-term........... — (2)
$ — $ — $ — 3 (6)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............ $ - 3 — instruments — current............. $ — 3 (3)
$ — $ — $ — 3 3)
Derivative Assets Not Designated as Hedging Instruemts: Derivative Liabilities Not Designated as Hedging Istruments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............. $ —  $ — instruments — current............. $ ) $ —
$ — $ — $ 3 9 —
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati Unrealized losses on derivati
instruments — current............ $ 61 $ 57 instruments — current............. $ ©4) $ (58)
Unrealized gains on derivati Unrealized losses on derivati
instruments — long-term........ 13 10 instruments — long-term......... (10) (9)
$ 74 3 67 $ 74 $ (67)

The following table summarizes the balance and/iagtivithin AOCI relative to our interest rate andmmodity derivatives, net
of noncontrolling interest, for the three monthsles September 30, 2013:

Interest Rate Commodity
Derivatives Derivatives Total
(millions)
Net deferred losses in AOCI (beginning balance)................cc..c...... $ 3) $ 4) $ @)
Gains recognized in AOCI on derivatives — effectpagtion............... — — —
Losses reclassified from AOCI — effective portion..............ccccceee.ee. — 1 (€) 1
Net deferred losses in AOCI (ending balance)........... L8 (3) $ (3) $ (6)
Deferied losses in AOCI expected to be reclassmed eaaimmgs ove
the NeXt 12 MONNS ...........oviviveeeeeeeeeeememee e seene e aneen (1) $ — $ (1)

(&) Included in noncontrolling interest in our condahsensolidated balance sheets, as a result of esangur ownership
interest in DCP Partners.
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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 nine months eal&eptember 30, 2013:

Interest Rate Commodity
Derivatives Derivatives Total
(millions)
Net deferred losses in AOCI (beginning balance)................cc......... $ 4) $ (5) $ 9)
Gains recognized in AOCI on derivatives — effectpagtion............... — — —
Losses reclassified from AOCI — effective portion..............cccceec.e. 1 (@ 2 (b) 3
Net deferred losses in AOCI (ending DalaNCe) eeem....vvvevevvevereerrrens 3 (3) $ (3) $ (6)
Deferred losses in AOCI expected to be reclassmmjearnlngs OVE
the NEXE 12 MONAS ... eeeme s eeer e $ 1) $ — $ 1)

(@) Included in interest expense in our condensed didiased statements of operations.
(b) Included in noncontrolling interest in our condathsensolidated balance sheets, as a result of esangur ownership
interest in DCP Partners.

For both the three and nine months ended SepteB@h@013, no derivative gains or losses were reeedrin trading and
marketing gains (losses), net and interest expi@nser condensed consolidated statements of opegatittributable to the ineffective
portion of our derivative instruments, as a restikxclusion from effectiveness testing or as altexf the discontinuance of cash
flow hedges related to certain forecasted transastihat are not probable of occurring.

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 fangishe cash flow hedge method of
accounting for the three months ended Septembe2B®;:

Losses Recognizec

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 Endec Septembe 30, 201.
(millions)
Commodity derivative instruments... $ — $ 1) @ $ —

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

(b) For the three months ended September 30, 2012 mative gains or losses were reclassified fronCA®
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 nine months ended Septembe2(BIR:

Losses Recognize

in Income on
Losses Derivatives —
Losses Reclassified Ineffective Portion
Recognized in from AOCI to and Amount
AOCI on Earnings — Excluded from
Derivatives — Effective Effectiveness
Effective Portion Portion Testing (b)
Nine Months Ended September30, 201:
(millions)
Commodity derivativ instrument................. $ Q) $ Q) $ —
Interest rate derivative instruments............. $ — $ 3) @ $ —

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

(b) For the nine months ended September 30, 2012, matiee gains or losses were reclassified from A@Ccurrent
period earnings as a result of the discontinuaficagh flow hedges related to certain forecastaustictions that are not
probable of occurring or as a result of exclusiam effectiveness testing.

Change in value of derivative instruments, for viahtlse hedge method of accounting has not beereeléaim one period to the
next, are recorded in the condensed consolidag¢einsénts of operations. The following summarizes¢ramounts and the location
within the condensed consolidated statements aftipas that such amounts are reflected.

Three Months Ended Nine Months Ended

September 30, September 30,
Commodity Derivatives: Statement of Operations Lindtem 2013 2012 2013 2012
(millions)
Realized gair..........cccoueeieiiiiiciie e $ 15 $ 1 % 17 $ 79
Unrealized (10SS€ gaiNt........uuveeeieeiiiiiiiiieeeiiiiieeeeeeeen (3) (3) 1 (12)
Trading and marketing gains (losses),.net.................. $ 12 8 (9% 18 $ 67

We do not have any derivative financial instrumehtd 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. Teodktent 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.

September 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 (1,076,056) 566 (11,690,850) 267 (6,813,985) 373 (b) 2,832,500 140
2014......cccvin (696,250) 282 (1,155,050) 52 (10,599,236) 189 (c) 13,405,000 44
2015.....ccccii (536,000) 42 2,737,500 4 359,000 4 3,650,000 1
202€....ccciiiinn, (504,000 8 — — — — — —
(@) Bbls represents barrels.
(b) Includes 41 physical index based derivative cotdraataling (7,275,000) Bbls.
(c) Includes 12 physical index based derivative cotdreataling (11,215,000) Bbils.
September 30, 2012
Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net (Short)
Net Short Number Net Number Net Short Number Long Number
Year of Position of Short Position of Position of Position of
Expiration (Bbls) (a)  Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2012.....ccoiiin (123,759) 523 (14,713,125) 331 (5,958,512) 442  (b) (6,552,500) 190
2013.....ccoiii (1,390,310) 335 (5,952,925) 65 (12,281,363) 185 (c) 15,190,000 77
2014......cccvinn (655,500) 98 (365,000) 3 (9,000,000) 2 (d) (900,000) 1
2015 (293,000 13 — — — — — —
2016.....ccccuveens (183,000) 1 — — — — — —

(a) Bbls represents barrels.

(b) Includes 34 physical index based derivative cotdraataling (5,493,050) Bbls.
(c) Includes 17 physical index based derivative cotdreataling (11,982,800) Bbils.
(d) Includes 2 physical index based derivative consrémtialing (9,000,000) Bbls.

As of September 30, 2013, DCP Partners had intetssswaps outstanding with individual notiondlres of $70 million and
$80 million, which, in aggregate, exchange $150iomlof DCP Partners’ floating rate obligation tdixed rate obligation through

June 2014.

11. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number o$ eetson lawsuits involving royalty disputes, misserement and
mispayment allegations. We are currently nameceéendants in some of these cases and customerabsered 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 mesamant and settlement issues.

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

operations, financial position or cash flows.

28



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2013 a2d12
(unaudited)

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 or atpeof these facilities, we
must comply with United States laws and regulatiainihe 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@s must incorporate
compliance with environmental laws and regulatiand safety standards. In addition, there is inangef®cus, from city, 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 theags 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 September 30, 2013
and December 31, 2012, environmental liabilitieduded in the condensed consolidated balance shsetther current liabilities
amounted to $5 million. As of both September 3@,328nd December 31, 2012, environmental liabilitiefuded in the condensed
consolidated balance sheets as other long-terititiedamounted to $9 million.

12. 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 relatethim 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.

13. Supplemental Cash Flow Information

Nine Months Ended
September 30,

2013 2012
(millions)

Cash paid for interest, net of capitalized inte.................cccueeee. $ 171 3 14z
Cash paid for income taxes, net of refunds rect...................... $ 6 $ 6
Non-cash investing and financing activiti

Distributions payable to membi...............ccoeccciiii $ 18 3 56

Property, plant and equipment acquired with accopayabl.... $ 13t $ 19¢

Other noi-cash additions of property, plant and equipr......... $ 68 $ 39

During the nine months ended September 30, 2012@h8, we received distributions from DCP Partdi$83 million and
$53 million, respectively, which are eliminatedcimnsolidation.
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14. Subsequent Events

We have evaluated subsequent events occurringghmovember 8, 2013, the date the condensed cdassii financial
statements were issued.

On October 25, 2013, DCP Partners announced tadidard of directors of DCP Partners’ general gartieclared a quarterly
distribution of $0.72 per unit, payable on Novembéy 2013 to unitholders of record on November02,32

In October 2013, our board of directors apprové&d 36 million dividend which was paid to our owner£ctober 2013.
In October 2013, DCP Partners and its wholly-owseasidiary, DCP Midstream Operating, LP, or the r@fieg Partnership,
entered into a commercial paper program, or ther@eroial Paper Program, under which the OperatimnBaship may issue

unsecured commercial paper notes, or the Notesagieeed by DCP Partners. The commercial paper anogerves as an alternative
source of funding for the Operating Partnership doels not increase the Operating Partnership’&itaverall borrowing capacity.
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