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INDEPENDENT AUDITORS' REPORT
To the Members of Gulfstream Natural Gas System, L.L.C.

We have audited the accompanying financial statements of Gulfstream Natural Gas System, L.L.C. (the
"Company"), which comprise the balance sheets as of December 31, 2013 and 2012, and the related statements of
operations, comprehensive income, cash flows , and members’ equity for the years then ended, and the related notes
to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America and in accordance
with the auditing standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Gulfstream Natural Gas System, L.L.C. as of December 31, 2013 and 2012, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Dabotte * Toucke LLP

February 24, 2014

Member of
F-2 Deloitte Touche Tohmatsu



GULFSTREAM NATURAL GAS SYSTEM, L.L.C.
STATEMENTS OF OPERATIONS

OPerating REVEIMUES...........c.cooiiiiiiiiiiiieiiieiieee ettt st e et e st e st e ettt e satesbeeebeesabeesnbeesases

Operating Expenses
Operating, maintenance and OtheT ..........c.coocuieriiiiiieiie et seae e s
Operating, maintenance and other — affiliates ...........occeeierieiieiinee e
Depreciation and amOTItiZAtION ..........c.eeruierierierieeieieeie et iest et seeestee st see e seeeseeeneeeeeenes
Property and Other tAXES ......c.eeruiiiiiieie et

Total OPETAtING EXPEISES. .. .eevrerrieeieererrierteeteetesresseesseeseesaessaesseesseessesssesseesseessesssennes

OPerating INCOMIE ............cociiiiiiiiiieiiiecee ettt e et eebe e st e e sabe e taeesaeeeseeeseesnseeanseennses
INterest EXPEISE..........ocoiiiiiiiiiiiiiiiicctente ettt et et e et

Net Income

See Notes to Financial Statements.
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Years Ended December 31,

2013 2012 2011
(In millions)

2742 $ 2753 § 2734
43 4.4 4.7
13.8 20.0 17.7
35.6 35.6 354
15.6 15.8 13.7
69.3 75.8 71.5
204.9 199.5 201.9
70.2 70.2 69.9
1347 $ 1293 § 132.0




GULFSTREAM NATURAL GAS SYSTEM, L.L.C.
STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31,
2013 2012 2011
(In millions)
INEE IICOMMIE ...ttt ettt b et b s et s te st esesessesenennenas $ 1347  $ 1293 3 132.0
Other comprehensive income:
Reclassification of cash flow hedges into €arnings...........cocceceeeeeeeevenenencnnenne, (1.3) (1.3) (1.3)
Comprehensive TNCOME................c.ocvciiiiiiiiiiieieeeeete ettt ea e $ 1334  $ 128.0 3 130.7

See Notes to Financial Statements.
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GULFSTREAM NATURAL GAS SYSTEM, L.L.C.

BALANCE SHEETS
December 31,
2013 2012
(In millions)
ASSETS
Current Assets
Cash and cash eQUIVAIENES ............ooiiieiiieieieieiet ettt ettt et sbesbeebeeteesaeseessessessessessesas $ 585 % 56.4
Receivables (allowance for doubtful accounts of zero at December 31, 2013 and 2012)..................... 22.9 23.0
INVENTOTY .ottt ettt s s s e a e e s s 8.5 8.8
(015 T<) U P 2.5 2.7
TOtAl CUITENE ASSELS ... .eetieneieiiietieetieie ettt et et et et e s et e ste e et e steeaeesee et e es e e eseenbe e teeneeeseenseeneeneeeneas 92.4 90.9
Property, Plant and Equipment
0BT ettt ettt ettt bbbttt h e bbbt h e bt a e et ettt et h e bbbt bt et et e bt et nes 2,063.9 2,073.1
Less accumulated depreciation and amOTtiZation .............ccueeverieerieeieniesiieie e see e see e seeseeeseee s e 339.8 319.1
Net property, plant and QUIPMENL..........ceovieiirierieeieeieetete ettt ee e see e sseeeesneesneeneeenes 1,724.1 1,754.0
Regulatory Assets and Deferred Debits
REGUIALOTY tAX @SSEL....eiuiiiuieiieiiiiieiie st ettt et etteste et et e etteste e beesseesbessaesseesseessesssesseesseenseessesssesseensensns 22.7 23.2
UnamortizZed deDt @XPEISE .....couuiiuieiieiieiieitiete ettt ettt ettt ettt e bt et et esbeesbe e bt et e saeeseee e enes 4.2 5.2
Total regulatory assets and deferred debits..........coocvivierieriiiiiie e 26.9 28.4
TOEAL ASSELS......coiiiiitiiieeie ettt ettt ettt ettt et e et e eteeeteeaaeeteeereeteeateeaseeteebeeaseerseereenseenseeaees $ 1,8434 §$ 1,873.3
LIABILITIES AND MEMBERS’ EQUITY
Current Liabilities
ACCOUNES PAYADIE ...ttt ettt ettt te et ete et aeete et e e ete et eaeete e eteetenseaenens $ 0.1 $ 0.8
Accounts payable — affIlIAteS. ......coiviriririiieicct e e 1.1 1.2
1D G Tl (<!« USSP 1.6 1.6
31 (T A ety 1 S SRR 10.0 10.0
F N0 1T B o3 1 3 SRR 0.2 —
FUel tracker HADIItICS ... .ocueeuieiiiie ettt ettt ettt et st b e sttt et esaeeseeeee e 4.7 5.1
(0115 T<) USRS 0.7 0.7
Total cuIrent HaADIIITIES ... .covieiieieeeieiieie ettt ettt ettt eeeessaesseenseensesnees 18.4 19.4
Long-term DDt .........iiiiiiiiiiiiii et e e e te e e et eer e et e et et et e e e e e aaaeranas 1,149.5 1,149.3
Commitments and Contingencies
Members’ Equity
IMEIMDEIS” ©QUILY +.vveeuveeereitieteesteetesitesttesteeteestesetesseesseasseesaesseenseesseassesssenseensesnsesssesseesseensesnsesnsesseensennes 669.1 696.9
Accumulated other COMPrehenSIVe IMCOME .........couertiriiriniriiriereeieet ettt 6.4 7.7
TOtal MEMDETS” CQUILY ...vvevvieviieiieetietieteetteeeesteeteeteseesteeseesbesseesseesseesseesaesseesseessesssessaesseessenses 675.5 704.6
Total Liabilities and Members’ EQUity.............c.ccoooiiiiiiiiinieeeceee e $§ 18434 § 11,8733

See Notes to Financial Statements.
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GULFSTREAM NATURAL GAS SYSTEM, L.L.C.
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
INET ITICOIMIE ..ot e e e et e et e e e eeeeeaaeeeeeaaeeeeeaaeeeeenaeeeeenseeeeenneeeeereeeas

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortiZation ..........co.eeererereeeeeenienienenene ettt see e enes
Allowance for funds used during construction — €qUILY .......cceeevereerieereereeriereeeneeene.

Reclassification adjustments from accumulated other comprehensive income into net

A 1e0) o LR SRPRRPRIR
Decrease (increase) in:

RECEIVADIES ..o

Other CUITENT @SSELS .....eeieiuviieeeiiieeeiiee ettt et e ettt e et e e eeate e e e etaee e etreeeeatreeeeanns
Increase (decrease) in:

ACCOUNES PAYADIE ...ooveiiiiiieiiieie et

TaAXES ACCTUE ......eeieieeiee e

Accrued Habilities .......c..oeiiuieiieieie e

Fuel tracker Habilities .........c..ooieiuiiiiiiie e

Other current Habilities..........cooviiiiiiieiiiie e e e
OTNET, @SSEES ..vveiuviieitieeiiieeie ettt eete ettt ertee et e eteeebeesbeestseestbeesseeessseaseeenbeeessaeeaseesasaenasens
(01711 N 21 31 L5 = RO

Net cash provided by operating aCtivities.........ceeevereereerieereerireseeneerre e seeeneeenns

CASH FLOWS FROM INVESTING ACTIVITIES

Net cash used in INVEStING ACLIVILIES....cc.eeuveieiiiiniinienenieeereeeeeeeeeeeesre s

CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions from MEMDETS ..........ceevvirierieriieieeieeeeeere et sreeseennes
DiStributions t0 MEIMDETS .......ccveevuerieriieriieieeteetesteeteeteeseesteesseeseessessaesseessesssesssesseesseessesnss

Net cash used in financing aCtiVILIES ......cccveeveveeriieriierieete e eiee e e e

Net increase (decrease) in cash and cash equivalents ...................ccoccooiiiiiiiniiin
Cash and cash equivalents at beginning of period ..................cocccoiiiiiiiinie,

Cash and cash equivalents at end of period.................cccoooiiiiiiiiiiniiine

Supplemental Disclosures
Cash paid for interest, net of amount capitalized.........c.ccocvveveeieiiienieinieeie e,
Significant non-cash transaction:
Property, plant and equipment acCruals...........occeevcuieeiieeniieniieenieenie e

See Notes to Financial Statements.
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Years Ended December 31,

2013 2012 2011
(In millions)
1347 $ 1293 § 1320
36.8 36.8 36.6
— — (0.2)
(1.3) (1.3) (1.3)
0.1 (0.2) 0.7
0.2 (0.7) —
0.1 (1.0) 0.4)
— 12 3.1
0.2 (1.6) 0.4
— 0.1 (0.1)
(0.3) 3.2 0.5
— (0.1) 1.4
— — (0.5)
170.5 165.7 166.0
(6.4) (7.8) (14.6)
— 1.7 —
(6.4) (6.1) (14.6)
— — 7.7
(162.0)  (157.6)  (168.4)
(162.0)  (157.6)  (160.7)
2.1 2.0 9.3)
56.4 54.4 63.7
585§ 564 § 54.4
703 $ 703 $ 70.0
— 08 $ 0.1



Balance December 31, 2010
Net income...........c..c......

Balance December 31, 2011

Balance December 31, 2012

Balance December 31, 2013

GULFSTREAM NATURAL GAS SYSTEM, L.L.C.
STATEMENTS OF MEMBERS’ EQUITY

Reclassification of cash flow hedges into earnings.....

Ownership change...........

Capital contributions from members..............cccveenenn.

Distributions to members

Attributed deferred tax benefit.........cccccooevevevenirennn...

Net income..........cooeuuneee.

Reclassification of cash flow hedges into earnings.....

Ownership change...........

Distributions to members

Attributed deferred tax benefit.........ccccooovvvveenirennn...

Net iIncome..........cooeeunnee.

Reclassification of cash flow hedges into earnings.....

Distributions to members

Attributed deferred tax benefit.........ccccoovvvvvvenirennnnn.

Spectra The
Energy Williams Williams
Spectra Partners, Companies, Partners,
Energy Corp LP Inc. L.P. Total
(In millions)
77 S 3750 $ 1951 $§ 1874 § 7652
1.3 64.7 12.9 53.1 132.0
— (0.6) (0.1) (0.6) (1.3)
— — (178.2) 178.2 —
0.1 3.7 2.0 1.9 7.7
(8.2) (76.0) (24.3) (59.9) (168.4)
— (0.3) (0.1) (0.1) (0.5)
0.9 366.5 7.3 360.0 734.7
1.3 63.3 0.5 64.2 129.3
0.1 (0.6) — (0.6) (1.3)
— — (7.0) 7.0 —
(1.6) (77.2) (0.8) (78.0) (157.6)
— 0.2) — (0.3) (0.5)
0.5 351.8 — 3523 704.6
1.1 66.3 — 67.3 134.7
— (0.6) — 0.7) (1.3)
(1.6) (79.4) — (81.0) (162.0)
— (0.3) — 0.2) (0.5)
—  $ 3378  § — §$ 3377 § 6755

See Notes to Financial Statements.
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GULFSTREAM NATURAL GAS SYSTEM, L.L.C.

Notes to Financial Statements

1. Summary of Operations and Significant Accounting Policies

CEINT3 CLINT

Nature of Operations. Gulfstream Natural Gas System, L.L.C. (collectively, “we”, “our”, “us” and “company”) owns an
interstate natural gas pipeline system and is owned 50% by Spectra Energy Partners, LP (Spectra Energy Partners), and 50% by
Williams Partners, L.P. (Williams Partners). We are operated under joint management by Spectra Energy Corp (Spectra Energy),
which provides the business functions, and The Williams Companies, Inc. (Williams), which provides the technical functions. We
transport natural gas that we receive from various onshore and offshore supply sources in the Mississippi and Alabama area, across the
Gulf of Mexico, and deliver that natural gas to markets in central and southern Florida. Our interstate natural gas transmission
operations are subject to the rules and regulations of the Federal Energy Regulatory Commission (FERC). We were formed on
May 17, 1999 as a Delaware limited liability company.

Basis of Presentation. The financial statements reflect the results of operations, financial position and cash flows of our
company. The financial statements do not include any of the assets, liabilities, revenues or expenses of the members.

Use of Estimates. To conform with generally accepted accounting principles in the United States (GAAP), we make estimates
and assumptions that affect the amounts reported in the Financial Statements and Notes to Financial Statements. Although these
estimates are based on our best available knowledge at the time, actual results could differ.

Fair Value Measurements. We measure the fair value of financial assets and liabilities by maximizing the use of observable
inputs and minimizing the use of unobservable inputs. Fair value is the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date.

Cost-Based Regulation. The economic effects of regulation can result in a regulated company recording assets for costs that
have been or are expected to be approved for recovery from customers or recording liabilities for amounts that are expected to be
returned to customers or for instances where the regulator provides current rates that are intended to recover costs that are expected to
be incurred in the future. Accordingly, we record assets and liabilities that result from the regulated ratemaking process that may not
be recorded under GAAP for non-regulated entities. We continually assess whether regulatory assets are probable of future recovery
by considering factors such as applicable regulatory changes and recent rate orders to other regulated entities. Based on this
assessment, we believe our existing regulatory assets are probable of recovery. These regulatory assets and liabilities are classified in
the Balance Sheets as Regulatory Assets and Deferred Debits and Current Liabilities. We evaluate our regulated assets, and consider
factors such as regulatory changes and the effect of competition. If cost-based regulation ends or competition increases, we may have
to reduce our asset balances to reflect a market basis less than cost and write-off the associated regulatory assets and liabilities. See
Note 3 for further discussion.

Revenue Recognition. Revenues from the transportation of natural gas are recognized when the service is provided. Revenues
related to these services provided but not yet billed are estimated each month. These estimates are generally based on contract data,
regulatory information and preliminary throughput and allocation measurements. Final bills for the current month are billed and
collected in the following month. Differences between actual and estimated unbilled revenues are immaterial.

Customers accounting for 10% or more of revenues during 2013, 2012 and 2011 are as follows:

% of Revenues

Customer 2013 2012 2011
Florida Power & Light COMPANY......ccccecteieiiiiiiiiientinereeie ettt ettt ettt see st e e 52% 53% 53%
Duke Energy F1orida, INC (@) ..ec.eeiieiiiieeieiieet ettt ettt ettt e e e 29 29 8

(a) OnlJuly2,2012 Progress Energy Florida, Inc. completed a merger with Duke Energy. On April
24,2013 Florida Power Corporation d/b/a Progress Energy Florida, Inc changed its name to
Duke Energy Florida, Inc.

Allowance for Funds Used During Construction (AFUDC). AFUDC, which represents the estimated debt and equity costs of
capital funds necessary to finance the construction and expansion of certain new regulated facilities, consists of two components, an
equity component and an interest expense component. The equity component is a non-cash item. AFUDC is capitalized as a
component of Property, Plant and Equipment cost, with offsetting credits to the Statements of Operations through Other Income and
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Expenses, Net for the equity component and Interest Expense for the interest expense component. After construction is completed, we
are permitted to recover these costs through inclusion in the rate base and in the depreciation provision. The amount of AFUDC
recognized for 2013 and 2012 was zero. The total amount of AFUDC included in the Statements of Operations was $0.5 million in
2011 (an equity component of $0.2 million and an interest expense component of $0.3 million).

Income Taxes. We are not subject to federal income taxes, but rather our taxable income or loss is reported on the income tax
returns of our members. We are subject to cost-based regulation and consequently record a regulatory tax asset in connection with the
tax gross up of AFUDC equity. The corresponding deferred tax liability is recognized as an Attributed Deferred Income Tax Benefit

in the Consolidated Statements of Member’s Equity since we are a pass-through entity.

Cash and Cash Equivalents. Highly liquid investments with original maturities of three months or less at the date of
acquisition are considered cash equivalents.

Inventory. Inventory consists mainly of natural gas retained from shippers for fuel and also includes materials and supplies.
Natural gas is recorded at the lower of cost or market. Materials and supplies are recorded at cost, using the average cost method.

Cash Flow Hedges. In 2005, we entered into derivative transactions that are hedges of the future cash flows of forecasted
transactions (cash flow hedges). We are exposed to the impact of market fluctuations in interest rates. To protect from increasing
interest rates and the resulting higher cost of the debt that was issued in 2005, we locked in existing interest rates by using financial
derivatives (swaps) for hedge strategies. The total amount of the debt in 2005 was $850.0 million of which $500.0 million was
hedged. The associated interest rate swaps were terminated on October 12, 2005, prior to the issuance of the related debt. These
derivatives were initially recorded on the Balance Sheets at their fair value as Accumulated Other Comprehensive Income (AOCI).
Deferred gains of $6.4 million in AOCI as of December 31, 2013 will continue to be amortized to interest expense over the term of the
debt issued (November 2015). The total amortization for 2013, 2012 and 2011 was $1.3 million per year.

Changes in the fair value of a derivative designated and qualified as a cash flow hedge, to the extent effective, are included in
Statements of Members’ Equity and Comprehensive Income as AOCI until earnings are affected by the hedged transaction. We
discontinue hedge accounting prospectively when it is determined that a derivative no longer qualifies as an effective hedge, or when
it is no longer probable that the hedged forecasted transaction will occur. When hedge accounting is discontinued because the
derivative no longer qualifies as an effective hedge, the derivative is subject to the mark-to-market model of accounting (MTM
Model) prospectively. Gains and losses related to discontinued hedges that were previously accumulated in AOCI will remain in
AOCT until the underlying contract is reflected in earnings; unless it is probable that the hedged forecasted transaction will not occur
at which time associated deferred amounts in AOCIT are immediately recognized in current earnings. All derivatives designated and
accounted for as hedges are classified in the same category as the item being hedged in the Statements of Cash Flows. In addition, all
components of each derivative gain or loss are included in the assessment of hedge effectiveness.

When available, quoted market prices or prices obtained through external sources are used to measure a contract’s fair value.

Property, Plant and Equipment. Property, plant and equipment is stated at historical cost less accumulated depreciation. We
capitalize all construction-related direct labor and material costs, as well as indirect construction costs. Indirect costs include general
engineering, taxes and the cost of funds used during construction. The costs of renewals and betterments that extend the useful life or
increase the expected output of property, plant and equipment are also capitalized. The costs of repairs, replacements and major
maintenance projects that do not extend the useful life or increase the expected output of property, plant and equipment are expensed
as incurred. Depreciation is generally computed over the asset’s estimated useful life using the straight-line method.

When we retire regulated property, plant and equipment, we charge the original cost plus the cost of retirement, less salvage
value, to accumulated depreciation and amortization. When we sell entire regulated operating units, or retire or sell non-regulated
properties, the cost is removed from the property account and the related accumulated depreciation and amortization accounts are
reduced. Any gain or loss is recorded in earnings, unless otherwise required by the FERC.

Preliminary Project Costs. Project development costs, including expenditures for preliminary surveys, plans, investigations,
environmental studies, regulatory applications and other costs incurred for the purpose of determining the feasibility of capital
expansion projects, are capitalized for rate-regulated enterprises when it is determined that recovery of such costs through regulated
revenues of the completed project is probable. Any inception-to-date costs that were initially expensed are reversed and capitalized as
Property, Plant and Equipment.

Long-Lived Asset Impairments. We evaluate whether long-lived assets have been impaired when circumstances indicate the
carrying value of those assets may not be recoverable. For such long-lived assets, an impairment exists when its carrying value
exceeds the sum of estimates of the undiscounted cash flows expected to result from the use and eventual disposition of the asset.
When alternative courses of action to recover the carrying amount of a long-lived asset are under consideration, a probability-
weighted approach is used in developing estimates of future undiscounted cash flows. If the carrying value of the long-lived asset is
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not recoverable based on these estimated future undiscounted cash flows, an impairment loss is measured as the excess of the asset’s
carrying value over its fair value, such that the asset’s carrying value is adjusted to its estimated fair value.

We assess the fair value of long-lived assets using commonly accepted techniques, and may use more than one source. Sources
to determine fair value include, but are not limited to, recent third-party comparable sales, internally developed discounted cash flow
analyses and analyses from outside advisors. Significant changes in market conditions resulting from events such as changes in natural
gas available to our systems, the condition of an asset, a change in our intent to utilize the asset or a significant change in contracted
revenues or regulatory recoveries would generally require us to reassess the cash flows related to the long-lived assets.

Asset Retirement Obligations. We have determined that substantially all of our assets have an indeterminate life, and as such,
the fair values of those associated asset retirement obligations (AROs) are not reasonably estimable. These assets include pipelines
whose retirement dates will depend mostly on the various natural gas supply sources that connect to our systems and the ongoing
demand for natural gas usage in the markets we serve. We expect these supply sources and market demands to continue for the
foreseeable future, therefore we are unable to estimate retirement dates that would result in AROs.

Unamortized Debt Expense. Debt expenses incurred with the issuance of outstanding long-term debt are amortized over the
terms of the debt issues. Any call premiums or unamortized expenses associated with refinancing higher-cost debt obligations to
finance regulated assets and operations are amortized consistent with regulatory treatment of those items, where appropriate.

New Accounting Pronouncements — 2013, 2012 and 2011. There were no significant accounting pronouncements issued
during 2013, 2012 or 2011 that had or will have a material impact on our results of operations, financial position or cash flows.

2. Transactions with Affiliates

Gulfstream Management & Operating Services, L.L.C. (GMOS), owned 50% by Spectra Energy Partners and 50% by Williams
Partners, provides management, construction and operating services pursuant to agreements entered into with us and with affiliates of
Spectra Energy and Williams. GMOS bills us for services rendered including labor and benefit costs, employee expenses, overhead
costs and in some cases, third-party costs. Such amounts are reflected in the Statements of Operations as Operating, Maintenance and
Other — Affiliates or in the Balance Sheets as Property, Plant and Equipment, as appropriate.

Transactions with affiliates are summarized in the tables below:

Statements of Operations

2013 2012 2011

(in millions)

Operating, maintenance and other — affiliates...........ccoeereierierieciieiericceeeeeee $ 138 § 200 $ 177

Balance Sheets
December 31,

2013 2012
(in millions)
Property, plant and €qUIPMENT(Q) ......ccvereveiierrierieeie e stese ettt et e st eeeesbeesbeseaesseesseensesssesseesseensesnsesnnes $ 13 $ 1.0
CUITENE ASSEES — OHET ...ttt sttt ettt a et st b et sbe bt et esse s enaenbeneea 1.1 1.0
Accounts payable — affIlIates.........cooirieriiiiriiii et 1.1 1.2

(a) Reflects additions to Property, Plant and Equipment billed from an affiliate in the respective year.

During 2011, Spectra Energy received a disproportionate distribution in relation to their ownership percentage based on an
agreement between Spectra Energy and Spectra Energy Partners.
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3. Regulatory Matters

Regulatory Assets and Liabilities. We record assets and liabilities that result from the regulated ratemaking process that would
not be recorded under GAAP for non-regulated entities. See Note 1 for further discussion.

Regulatory Assets and Liabilities

December 31,

Recovery/Refund
2013 2012 Period Ends
(in millions)
Regulatory Assets (a)
Regulatory asset related to income taxes (D)......ceoveeerierieriieieeeriiee e $ 227 § 232 (c)
Total REGUIAtOTY ASSELS .....eviriiriiriieiieiieiieitetetentet ettt ettt st st $§ 227 § 232
Regulatory Liabilities (a)
FUET trACKET () .vnvevvvieieeiitiietceteeeteet ettt ettt ettt et b et b st b be s se b e s s e § 47 § 51 2014

Total Regulatory LIabilities ........coceeeeeeiiieiiiiniinieneniescrieeteetet et $§ 47 § 51

(a) All regulatory assets and liabilities are excluded from rate base.

(b) Relates to tax gross-up of AFUDC equity portion and is included in Regulatory Assets and Deferred Debits.
(¢)  Amortized over the life of the related property, plant and equipment.

(d) Included in Current Liabilities.

Rate Related Information. We continue to operate under rates approved by the FERC in 2007.

4. Property, Plant and Equipment

December 31,

Estimated
Useful Life 2013 2012
(Years) (in millions)
Plant
Natural as tranSIMISSION .....ccveeevierieeriierieesteesteesteeteeesseesteeesseessseessseessseesssesssees 60 $ 1,884.0 $ 1,893.0
RIGNES OF WAY c.etitiieeieieeee ettt ettt 60 117.7 117.7
LM 1ttt bbbt b et et ettt — 16.3 16.3
CONSIIUCION 11 PIOCESS ...vvvvevvevrerreeresrertesseeseessesseesseeseessesssesseessesssesssessesssesssesseesseesseenes — 0.8 0.9
OTRNET .ttt et et b bbbt b ettt 5-20 451 45.2
Total property, plant and eqUIPIMENL ........cc.coireririrenenieeceee e e 2,063.9 2,073.1
Total accumulated depreciation and amMOTtIZAtION ........ccceecververuerieneneneneneeeeeeeeeeneenene (339.8) (319.1)
Total net property, plant and qUIPMENT .........ccveeverierrieriieieeeeseeie e eee e ereeeeseeseeesse e $ 1,724.1 $ 1,754.0

All of our property, plant and equipment is regulated with estimated useful lives based on rates approved by the FERC. The
composite weighted-average depreciation rates were 1.7% for 2013, 2012, and 2011.

Amortization expense of intangible assets totaled $2.1 million in 2013, $2.0 million in 2012, and $2.2 million in 2011.
Amortization expense for 2014 through 2018 is estimated to be $2.1 million each year.
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5. Debt
Summary of Debt and Related Terms

December 31,

Year Due 2013 2012
(in millions)
Unsecured note Payable, 5.560%0 ..ccuiriiiiiiiiieieie ettt ettt 2015 $ 500.0 $ 500.0
Unsecured note payable, 6.95% ......co.eeiriiiiiiiiiiiiiineneeeeceeeecece e 2016 300.0 300.0
Unsecured note payable, 6.19%0.......coviiiiiiiiiiieieeeeeee e 2025 350.0 350.0
Unamortized debt diSCOUNT .......eeccviiiiiieiieiiieiee ettt aeeseaeeseaeeneees (0.5) 0.7
Total 1ong-term deDt .....cc.oiiiiiiiieiee e e $ 1,149.5 $ 1,149.3

All scheduled debt payments correspond to the year due. The unsecured note payable due 2015 and 2016 are due within the next
five years.

6. Fair Value Measurements

The following table presents, for each of the fair value hierarchy levels, assets that are measured at fair value on a recurring
basis:

Description Balance Sheet Caption December 31, 2013
Total Level 1 Level 2 Level 3
(in millions)
Short-term money market SECUTItIES ......evveverveeeririeieiiienanen Cash and cash equivalents § 29.5 § 295 § — 5 —
TOLAL ASSELS -..vvevteiaceeieieteeeer ettt ettt ettt s st es e et et s e e seseseseses e saneneees $ 295 § 295§ — § —
December 31, 2012
Description Balance Sheet Caption Total Level 1 Level 2 Level 3
(in millions)
Short-term money market SECUTIHES .....covveverveeeririeieiiienane Cash and cash equivalents § 309 $§ 309 $ — 5 —
I N £ RS R $ 309 $ 309 $ — § —

Level 1 valuations represent quoted unadjusted prices for identical instruments in active markets.

Financial Instruments. The fair value of financial instruments that are recorded and carried at book value are summarized in
the following table. Judgment is required in interpreting market data to develop the estimates of fair value. These estimates are not
necessarily indicative of the amounts we could have realized in current markets. The fair value of long-term debt represents a level 2
valuations which is determined based on market-based prices which may include inputs such as quoted market prices of the exact or
similar instruments, broker or dealer quotations, or alternative pricing sources that may include models or matrix pricing tools, with
reasonable levels of price transparency.

December 31,
2013 2012

Book Approximate Book Approximate
Value Fair Value Value Fair Value

(in millions)

Long-term debt (B) ....ooveveiviieeiiiiieteeeeeeeteee ettt $ 1,150.0 $ 1,2785 $ 1,1500 $ 1,342.7

(a) Excludes unamortized items

The fair value of cash and cash equivalents, accounts receivable, and accounts payable are not materially different from their
carrying amounts because of the short-term nature of these instruments or because the stated rates approximate market rates.

During the 2013 and 2012 periods, there were no adjustments to assets measured at fair value on a nonrecurring basis.
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7. Credit Risk

Our principal customers for natural gas transportation are utilities located throughout the state of Florida. We have
concentrations of receivables from utilities throughout Florida. These concentrations of customers may affect our overall credit risk in
that risk factors can negatively affect the credit quality of the entire sector. Where exposed to credit risk, we analyze the customers’
financial condition prior to entering into an agreement, establish credit limits and monitor the appropriateness of those limits on an
ongoing basis. We also obtain parental guarantees, cash deposits or letters of credit from customers to provide credit support, where
appropriate, based on our financial analysis of the customer and the regulatory or contractual terms and conditions applicable to each
contract.

8. Commitments and Contingencies

General Insurance. We carry, either independently or through our owners, insurance consistent with companies engaged in
similar commercial operations with similar type properties. Our insurance program includes (1) liability insurance covering our
liabilities arising from bodily injury or property damage to third parties resulting from our operations including liabilities arising from
the use of owned, non-owned and hired vehicles and (2) property insurance on an all-risk basis covering loss or damage to real and
personal property owned or leased by our company. We also carry onshore business interruption insurance. All coverages are subject
to certain deductibles, terms and conditions common for companies with similar types of operations. The cost of our general insurance
fluctuates reflecting changing conditions of the insurance market.

Environmental. We are subject to various federal, state and local regulations regarding air and water quality, hazardous and
solid waste disposals and other environmental matters. We believe there are no matters outstanding that upon resolution will have a
material adverse effect on our results of operations, financial position or cash flows.

Litigation. We are involved in legal, tax and regulatory proceedings in various forums arising in the ordinary course of
business, including matters regarding contracts and payment claims, some of which may involve substantial monetary amounts. We
have insurance for certain of these losses should they be incurred. We believe that the final disposition of these proceedings will not
have a material adverse effect on our results of operations, financial position or cash flows.

9. Subsequent Event

We have evaluated significant events and transactions that occurred from January 1, 2014 through February 24, 2014 the date
the financial statements were issued.

A distribution to members of $42.1 million was declared and paid on January 23, 2014.
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