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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q
vy Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended September 30, 2018
OR

Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to
Commission file number: 001-36336

ENLINK MIDSTREAM, LLC

(Exact name of registrant as specified in its charter)

Delaware 46-4108528

(State of organization) (I.R.S. Employer Identification No.)

1722 Routh St., Suite 1300
Dallas, Texas 75201
(Address of principal executive offices) (Zip Code)

(214) 953-9500
(Registrant’s telephone number, including area code)

Indicate by check mark whether registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit and post such files). Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer y Accelerated filer -

Non-accelerated filer ~ Smaller reporting company ~

Emerging growth company ~
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes " No y

As of November 1, 2018, the Registrant had 181,294,967 common units outstanding.
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DEFINITIONS

The following terms as defined are used in this document:
Defined Term Definition

/d

2017 EDA

AMZ
ASC
ASC 606
ASU

Ascension JV

Bbls
Bcef

Cedar Cove
IV

CFTC
CNOW
Devon

Delaware
Basin JV

ENLC
ENLC Credit
Facility

ENLK
ENLK Credit
Facility
EOGP

FASB
FERC
GAAP
Gal

GCF

Per day.

Equity Distribution Agreement entered into by ENLK in August 2017 with UBS Securities LLC,
Barclays Capital Inc., BMO Capital Markets Corp., Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Citigroup Global Markets Inc., Jefferies LLC, Mizuho Securities USA LLC, RBC
Capital Markets, LLC, SunTrust Robinson Humphrey, Inc., and Wells Fargo Securities, LLC to sell up
to $600.0 million in aggregate gross sales of our common units from time to time through an “at the
market” equity offering program.

Alerian MLP Index for Master Limited Partnerships.

The FASB Accounting Standards Codification.

ASC 606, Revenue from Contracts with Customers.

The FASB Accounting Standards Update.

Ascension Pipeline Company, LLC, a joint venture between a subsidiary of ENLK and a subsidiary of
Marathon Petroleum Corporation in which ENLK owns a 50% interest and Marathon Petroleum
Corporation owns a 50% interest. The Ascension JV, which began operations in April 2017, owns an
NGL pipeline that connects ENLK’s Riverside fractionator to Marathon Petroleum Corporation’s
Garyville refinery.

Barrels.

Billion cubic feet.

Cedar Cove Midstream LLC, a joint venture between a subsidiary of ENLK and a subsidiary of Kinder
Morgan, Inc. in which ENLK owns a 30% interest and Kinder Morgan, Inc. owns a 70% interest. The
Cedar Cove JV, which was formed in November 2016, owns gathering and compression assets in
Blaine County, Oklahoma, located in the STACK play.

U.S. Commodity Futures Trading Commission.

Central Northern Oklahoma Woodford Shale.

Devon Energy Corporation.

Delaware G&P LLC, a joint venture between a subsidiary of ENLK and an affiliate of NGP in which
ENLK owns a 50.1% interest and NGP owns a 49.9% interest. The Delaware Basin JV, which was
formed in August 2016, owns the Lobo processing facilities located in the Delaware Basin in Texas.
EnLink Midstream, LLC.

A $250.0 million revolving credit facility entered into by ENLC that matures on March 7, 2019, which
includes a $125.0 million letter of credit subfacility.

EnLink Midstream Partners, LP or EnLink Midstream Partners, LP together with its consolidated
subsidiaries. Also referred to as the “Partnership.”

A $1.5 billion unsecured revolving credit facility entered into by ENLK that matures on March 6,
2020, which includes a $500.0 million letter of credit subfacility.

EnLink Oklahoma Gas Processing, LP or EnLink Oklahoma Gas Processing, LP together with, when
applicable, its consolidated subsidiaries. EOGP is a partnership in which ENLK and ENLC hold an
83.9% and 16.1% interest, respectively.

Financial Accounting Standards Board.

Federal Energy Regulatory Commission.

Generally accepted accounting principles in the United States of America.

Gallons.

Gulf Coast Fractionators, which owns an NGL fractionator in Mont Belvieu, Texas. ENLK owns
38.75% of GCF.



General
Partner

GIP

GIP
Transaction
Greater
Chickadee
Gross
Operating
Margin
HEP
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EnLink Midstream GP, LLC, the general partner of ENLK, which owns a 0.4% general partner interest
and all of the incentive distribution rights in ENLK.

Global Infrastructure Management, LLC, an independent infrastructure fund manager, itself, or its
affiliates, including GIP III Stetson I, L.P. and GIP III Stetson II, L.P.

On July 18, 2018, subsidiaries of Devon closed a transaction to sell all of their equity interests in
ENLK, ENLC, and the managing member of ENLC to GIP.

Crude oil gathering system in Upton and Midland counties, Texas in the Permian Basin.

A non-GAAP financial measure. See “Item 2. Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Non-GAAP Financial Measures” for the definition and other
information.

Howard Energy Partners. ENLK sold its 31% ownership interest in HEP in March 2017.
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ISDAs International Swaps and Derivatives Association Agreements.

Mcf Thousand cubic feet.

MMbtu Million British thermal units.

MMcf Million cubic feet.

MVC Minimum volume commitment.

NGL Natural gas liquid.

NGP NGP Natural Resources XI, LP

Operating EnLink Midstream Operating, LP, a Delaware limited partnership and wholly owned subsidiary
Partnership of ENLK.

ENLK'’s Ohio River Valley crude oil, condensate stabilization, natural gas compression, and brine

ORV disposal assets in the Utica and Marcellus shales.
OTC Over-the-counter.
Permian Basin A large sedimentary basin that includes the Midland and Delaware Basins in West Texas.
POL contracts Percentage-of-liquids contracts.
POP contracts Percentage-of-proceeds contracts.
[Sje;riltess B Preferred ENLK’s Series B Cumulative Convertible Preferred Units.
Series C Preferred , . . . . .
Units ENLK’s Series C Fixed-to-Floating Rate Cumulative Redeemable Perpetual Preferred Units.
STACK Sooner Trend Anadarko Basin Canadian and Kingfisher Counties in Oklahoma.

ENLK'’s Victoria Express Pipeline and related truck terminal and storage assets located in the
VEX .

Eagle Ford Shale in South Texas.
4
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

ENLINK MIDSTREAM, LLC

Consolidated Balance Sheets

(In millions, except unit data)
September December
30,2018 31,2017

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $64.8 $31.2
Accounts receivable:
Trade, net of allowance for bad debt of $0.3 and $0.3, respectively 198.0 50.1
Accrued revenue and other 817.2 576.6
Related party 0.7 102.8
Fair value of derivative assets 12.5 6.8
Natural gas and NGLs inventory, prepaid expenses, and other 155.1 41.2
Total current assets 1,248.3 808.7
Propert‘y and equipment, net of accumulated depreciation of $2,859.3 and $2,533.0, 6.875.7 6.587.0
respectively
Intangible assets, net of accumulated amortization of $391.3 and $298.7, respectively 1,404.5 1,497.1
Goodwill 1,542.2 1,542.2
Investment in unconsolidated affiliates 84.5 89.4
Other assets, net 43.1 13.4
Total assets $11,198.3 $10,537.8

LIABILITIES AND MEMBERS’ EQUITY
Current liabilities:

Accounts payable and drafts payable $130.6 $66.9
Accounts payable to related party 5.0 16.3
Accrued gas, NGLs, condensate, and crude oil purchases 656.9 476.1
Fair value of derivative liabilities 21.9 8.4
Installment payable, net of discount of $0.5 at December 31, 2017 — 249.5
Current maturities of long-term debt 500.9 —
Other current liabilities 261.4 2229
Total current liabilities 1,576.7 1,040.1
Long-term debt 3,835.9 3,542.1
Asset retirement obligations 14.6 14.2
Other long-term liabilities 20.7 33.9
Deferred tax liability 361.8 346.2
Fair value of derivative liabilities 7.0 —
Redeemable non-controlling interest 6.2 4.6

Members’ equity:
Members’ equity (181,294,450 and 180,600,728 units issued and outstanding, respectively)  1,838.4 1,924.2

Accumulated other comprehensive loss 2.0 )(2.0 )
Non-controlling interest 3,539.0 3,634.5
Total members’ equity 5,375.4 5,556.7
Total liabilities and members’ equity $11,198.3 $10,537.8

7
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See accompanying notes to consolidated financial statements.
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ENLINK MIDSTREAM, LLC
Consolidated Statements of Operations
(In millions, except per unit data)

Revenues:

Product sales

Product sales—related parties
Midstream services

Midstream services—related parties
Loss on derivative activity

Total revenues

Operating costs and expenses:

Cost of sales (1)

Operating expenses

General and administrative

Loss on disposition of assets
Depreciation and amortization
Impairments

Gain on litigation settlement

Total operating costs and expenses
Operating income

Other income (expense):

Interest expense, net of interest income
Gain on extinguishment of debt
Income from unconsolidated affiliates
Other income

Total other expense

Income before non-controlling interest and income taxes
Income tax provision

Net income

Net income attributable to non-controlling interest
Net income attributable to ENLC

Net income attributable to ENLC per unit:
Basic common unit

Diluted common unit

Three Months Ended Nine Months Ended

September 30,

2018

2017

(Unaudited)

September 30,

2018

2017

$1,832.2 $1,056.7 $4,766.5 $2,973.9

10.2
241.5
35.8
(5.4
2,114.3

1,696.6
114.7
41.9
146.7
24.6
2,024.5
89.8

(45.2
43
0.1
(40.8
49.0
(4.0
45.0
37.3
$7.7

$0.04
$0.04

353
136.4
175.0

) (5.5
1,397.9

1,053.2
102.1
31.3
1.1
136.3
1.8
1,325.8
72.1

) (49.6
44
0.3

) (44.9
27.2

) (3.1
24.1
17.9
$6.2

$0.03
$0.03

41.0
476.1
377.2

) (20.1
5,640.7

4,403.7
337.3
99.8
1.3
430.1
24.6
5,296.8
3439

) (1343
11.7
0.3

) (1223
221.6

) (17.3
204.3
156.2
$48.1

$0.27
$0.26

107.3
395.7
507.6

) (1.1 )

3,983.4

2,987.9
308.8
98.5

0.8

407.1

8.8

260 )
3,785.9
197.5

) (1422 )

9.0
5.0
0.5

) (127.7 )

69.8

)93 )

60.5
50.3
$10.2

$0.06
$0.06

Includes related party cost of sales of $23.0 million and $47.3 million for the three months ended September 30,
(1)2018 and 2017, respectively, and $103.8 million and $126.9 million for the nine months ended September 30, 2018

and 2017, respectively.
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See accompanying notes to consolidated financial statements.
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ENLINK MIDSTREAM, LLC

Consolidated Statements of Comprehensive Income
(In millions)

Three

Months Nine Months

Ended Ended

September ~ September 30,

30,

2018 2017 2018 2017

(Unaudited)
Net income $45.0 $24.1 $204.3 $60.5
Loss on designated cash flow hedge, net of tax benefit of $0.2 million for the nine L 2.0 )
months ended September 30, 2017 ’
Comprehensive income 45.0 24.1 2043 585
Comprehensive income attributable to non-controlling interest 37.3 179 1562 48.7
Comprehensive income attributable to EnLink Midstream, LLC $7.7 $62 $48.1 $9.8

11
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ENLINK MIDSTREAM, LLC

Consolidated Statement of Changes in Members’ Equity
Nine Months Ended September 30, 2018

(In millions)

Redeemable
Accumulated .
. Non-Controlling
. Other Non-Controlli
Common Units . ¥otal Interest
Comprehensitaterest
(Temporary
Loss .
Equity)
$ Units $ $ $ $
(Unaudited)
Balance, December 31, 2017 $1,9242 180.6 $ 2.0 ) $3,634.5 $5,556.7 $ 4.6
Issuance of common units by ENLK — — — 46.1 46.1 —
Conversion of restricted units for common
units, net of units withheld for taxes (5.7 )07 — o (5.7 ) —
Non-controlling interest’s impact of conversion
of restricted units o o (5.6 ) (56 ) —
Unit-based compensation 15.9 — — 16.4 32.3 —
Change in equity due to issuance of units by
ENLK 1.2 — = 1.4 ) (0.2 ) —
Contributions from non-controlling interests — — — — 73.4 73.4 —
Distributions (1450 ) — — (379.3 ) (5243 ) —
Fair value ac'ljust‘ment related to redeemable 03 y— (1.1 ) (1.4 )14
non-controlling interest
Net income 48.1 — — 156.0 204.1 0.2
Balance, September 30, 2018 $1,838.4 181.3 % 20 ) $3,539.0 $5,3754 $ 6.2

13
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ENLINK MIDSTREAM, LLC
Consolidated Statements of Cash Flows
(In millions)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Impairments

Depreciation and amortization

Non-cash unit-based compensation

Loss on derivatives recognized in net income

Gain on extinguishment of debt

Cash settlements on derivatives

Amortization of debt issue costs, net discount (premium) of notes and installment payable
Distribution of earnings from unconsolidated affiliates

Income from unconsolidated affiliates

Non-cash revenue from contract restructuring

Other operating activities

Changes in assets and liabilities, net of assets acquired and liabilities assumed:
Accounts receivable, accrued revenue, and other

Natural gas and NGLs inventory, prepaid expenses, and other
Accounts payable, accrued gas and crude oil purchases, and other accrued liabilities
Net cash provided by operating activities

Cash flows from investing activities:

Additions to property and equipment

Proceeds from sale of unconsolidated affiliate investment

Investment in unconsolidated affiliates

Distribution from unconsolidated affiliates in excess of earnings
Other investing activities

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from borrowings

Payments on borrowings

Payment of installment payable for EOGP acquisition

Debt financing costs

Conversion of restricted units, net of units withheld for taxes
Conversion of ENLK's restricted units, net of units withheld for taxes
Proceeds from issuance of ENLK common units

Distribution to members

Distributions to non-controlling interests

Proceeds from issuance of ENLK Series C Preferred Units
Contributions by non-controlling interests

Other financing activities

Net cash provided by financing activities

Net increase in cash and cash equivalents

Nine Months
Ended September
30,

2018 2017
(Unaudited)
$204.3 $60.5
24.6 8.8
430.1 407.1
31.8 38.9
20.1 1.1

— 9.0 )
43 )G )
34 21.8
14.0 4.1
117 ) (5.0 )
455 ) —

15.0 9.3

(292.2) (56.7 )
(93.0 ) 484 )
2424  101.8
539.0 5284

(639.4) (662.5 )

— 189.7
0.1 ) a8 )
2.7 7.3

3.8 2.0

(633.0) (4753 )

2,011.8 2,213.4
(1,220.0 (1,955.6
(250.0 ) (250.0 )

— S5 )
67 Yoo )
56 )G2 )
46.1 92.3

(145.0) (139.5)
(379.3) (306.9 )

— 393.7
73.4 46.2

1.9 0.8 )
1276  77.1
33.6 130.2

15
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Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information:

Cash paid for interest

Cash paid for income taxes

Non-cash investing activities:

Non-cash accrual of property and equipment

Discounted secured term loan receivable from contract restructuring

See accompanying notes to consolidated financial statements.

9

31.2
$64.8

$108.8
$0.6

$13.3
$47.7

11.7
$141.9

$94.7
$4.1

$(26.2)
$—
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ENLINK MIDSTREAM, LLC

Notes to Consolidated Financial Statements

September 30, 2018

(Unaudited)

(1) General

In this report, the terms “Company” or “Registrant,” as well as the terms “ENLC,” “our,” “we,” “us,” or like terms, are sometir
used as abbreviated references to EnLink Midstream, LLC itself or EnLink Midstream, LLC together with its
consolidated subsidiaries, including ENLK and its consolidated subsidiaries. References in this report to “EnLink
Midstream Partners, LP,” the “Partnership,” “ENLK,” or like terms refer to EnLink Midstream Partners, LP itself or
EnLink Midstream Partners, LP together with its consolidated subsidiaries, including the Operating Partnership and
EOGP.

Please read the notes to the consolidated financial statements in conjunction with the Definitions page set forth in this
report prior to Part [—Financial Information.

(a)Organization of Business

EnLink Midstream, LLC is a publicly traded Delaware limited liability company formed in October 2013. The
Company’s common units are traded on the New York Stock Exchange under the symbol “ENLC.”

Our assets consist of equity interests in ENLK and EOGP. ENLK is a publicly traded limited partnership formed on
July 12, 2002 and is engaged in the gathering, transmission, processing, and marketing of natural gas, NGLs,
condensate, and crude oil, as well as providing crude oil, condensate, and brine services to producers. EOGP is a
partnership held by us and ENLK and is engaged in the gathering and processing of natural gas. As of September 30,
2018, our direct and indirect interests in ENLK and EOGP consisted of the following:

88,528,451 common units representing an aggregate 21.4% limited partner interest in ENLK;

100% ownership interest in the General Partner of ENLK, which owns a 0.4% general partner interest and all of the
incentive distribution rights in ENLK; and

46.1% limited partner interest in EOGP

On July 18, 2018, subsidiaries of Devon closed a transaction to sell all of their equity interests in ENLK, ENLC, and
the managing member of ENLC to GIP. As a result of the transaction:

GIP, through GIP Stetson I, L.P., acquired all of the equity interests held by subsidiaries of Devon in ENLK and the
managing member of ENLC, which amount to 100% of the outstanding limited liability company interests in the
managing member of ENLC and approximately 23.1% of the outstanding limited partner interests in ENLK at the
closing date. Through this transaction, GIP acquired control of (i) the managing member of ENLC, (ii) ENLC, and
(iii) ENLK, as a result of ENLC’s indirect ownership of ENLK’s general partner; and

GIP, through GIP Stetson II, L.P., acquired all of the equity interests held by subsidiaries of Devon in ENLC, which
amount to approximately 63.8% of the outstanding limited liability company interests in ENLC at the closing date.

On October 21, 2018, ENLC, ENLK, the General Partner, the managing member of ENLC, and NOLA Merger Sub,
LLC, a wholly-owned subsidiary of ENLC (“NOLA Merger Sub”), entered into a definitive agreement and plan of
merger (the “Merger Agreement”) pursuant to which, subject to the satisfaction or waiver of certain conditions in the
Merger Agreement, NOLA Merger Sub will merge with and into ENLK (the “Merger”), with ENLK continuing as the

17



Edgar Filing: EnLink Midstream, LLC - Form 10-Q

surviving entity and a subsidiary of ENLC. The Merger and the other transactions contemplated by the Merger
Agreement and the preferred restructuring agreement entered into concurrently with the Merger Agreement (the
“Merger Transactions”) are expected to close in the first quarter of 2019, subject to obtaining ENLK unitholder
approval, customary regulatory approvals, and other customary closing conditions. See Note 15—Subsequent Event for
more information regarding this transaction.

(b)Nature of Business

We primarily focus on providing midstream energy services, including:

eathering, compressing, treating, processing, transporting, storing, and selling natural gas;

10
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ENLINK MIDSTREAM, LLC

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

fractionating, transporting, storing, and selling NGLs; and
gathering, transporting, stabilizing, storing, trans-loading, and selling crude oil and condensate, in addition to brine
disposal services.

Our natural gas business includes connecting the wells of producers in our market areas to our gathering systems. Our
gathering systems consist of networks of pipelines that collect natural gas from points at or near producing wells and
transport it to our processing plants or to larger pipelines for further transmission. We operate processing plants that
remove NGLs from the natural gas stream that is transported to the processing plants by our own gathering systems or
by third-party pipelines. In conjunction with our gathering and processing business, we may purchase natural gas and
NGLs from producers and other supply sources and sell that natural gas or NGLs to utilities, industrial consumers,
marketers, and pipelines. Our transmission pipelines receive natural gas from our gathering systems and from
third-party gathering and transmission systems and deliver natural gas to industrial end-users, utilities, and other
pipelines.

Our fractionators separate NGLs into separate purity products, including ethane, propane, iso-butane, normal butane,
and natural gasoline. Our fractionators receive NGLs primarily through our transmission lines that transport NGLs
from East Texas and from our South Louisiana processing plants. Our fractionators also have the capability to receive
NGLs by truck or rail terminals. We also have agreements pursuant to which third parties transport NGLs from our
West Texas and Central Oklahoma operations to our NGL transmission lines that then transport the NGLs to our
fractionators. In addition, we have NGL storage capacity to provide storage for customers.

Our crude oil and condensate business includes the gathering and transmission of crude oil and condensate via
pipelines, barges, rail, and trucks, in addition to condensate stabilization and brine disposal. We also purchase crude
oil and condensate from producers and other supply sources and sell that crude oil and condensate through our
terminal facilities to various markets.

Across our businesses, we primarily earn our fees through various fee-based contractual arrangements, which include
stated fee-only contract arrangements or arrangements with fee-based components where we purchase and resell
commodities in connection with providing the related service and earn a net margin as our fee. We earn our net
margin under our purchase and resell contract arrangements primarily as a result of stated service-related fees that are
deducted from the price of the commodities purchased. While our transactions vary in form, the essential element of
most of our transactions is the use of our assets to transport a product or provide a processed product to an end-user or
marketer at the tailgate of the plant, pipeline, or barge, truck, or rail terminal.

(2) Significant Accounting Policies
(a)Basis of Presentation

The accompanying consolidated financial statements are prepared in accordance with the instructions to Form 10-Q,
are unaudited, and do not include all the information and disclosures required by GAAP for complete financial
statements. All adjustments that, in the opinion of management, are necessary for a fair presentation of the results of
operations for the interim periods have been made and are of a recurring nature unless otherwise disclosed herein. The
results of operations for such interim periods are not necessarily indicative of results of operations for a full year. All
significant intercompany balances and transactions have been eliminated in consolidation.

19
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(b)Revenue Recognition

We generate the majority of our revenues from midstream energy services, including gathering, transmission,
processing, fractionation, storage, condensate stabilization, brine services, and marketing, through various contractual
arrangements, which include fee-based contract arrangements or arrangements where we purchase and resell
commodities in connection with providing the related service and earn a net margin for our fee. While our transactions
vary in form, the essential element of most of our transactions is the use of our assets to transport a product or provide

a processed product to an end-user or marketer at the tailgate of the plant, pipeline, or barge, truck, or rail terminal.
Revenues from both “Product sales” and ‘“Midstream services” represent revenues from contracts with customers and are
reflected on the consolidated statements of operations as follows:

.Product sales—Product sales represent the sale of natural gas, NGLs, crude oil, and condensate where the product is
purchased and resold in connection with providing our midstream services as outlined above.

11
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ENLINK MIDSTREAM, LLC

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Midstream services—Midstream services represent all other revenue generated as a result of performing our midstream
services as outlined above.

Adoption of ASC 606

Effective January 1, 2018, we adopted ASC 606 using the modified retrospective method. ASC 606 replaces previous
revenue recognition requirements in GAAP and requires entities to recognize revenue at an amount that reflects the
consideration to which they expect to be entitled in exchange for transferring goods or services to a customer. ASC
606 also requires significantly expanded disclosures containing qualitative and quantitative information regarding the
nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers.

Evaluation of Our Contractual Performance Obligations

In adopting ASC 606, we evaluated our contracts with customers that are within the scope of ASC 606. In accordance
with the new revenue recognition framework introduced by ASC 606, we identified our performance obligations
under our contracts with customers. These performance obligations include:

promises to perform midstream services for our customers over a specified contractual term and/or for a specified
volume of commodities; and

promises to sell a specified volume of commodities to our customers.

The identification of performance obligations under our contracts requires a contract-by-contract evaluation of when
control, including the economic benefit, of commodities transfers to and from us (if at all). This evaluation of control
changed the way we account for certain transactions effective January 1, 2018, specifically those contracts in which
there is both a commodity purchase and a midstream service. For contracts where control of commodities transfers to
us before we perform our services, we generally have no performance obligation for our services, and accordingly, we
do not consider these revenue-generating contracts for purposes of ASC 606. Based on the control determination, all
contractually-stated fees that are deducted from our payments to producers or other suppliers for commodities
purchased are reflected as a reduction in the cost of such commodity purchases. Alternatively, for contracts where
control of commodities transfers to us after we perform our services, we consider these contracts to contain
performance obligations for our services. Accordingly, we consider the satisfaction of these performance obligations
as revenue-generating and recognize the fees received for satisfying them as midstream services revenues over time as
we satisfy our performance obligations. For contracts where control of commodities never transfers to us and we
simply earn a fee for our services, we recognize these fees as midstream services revenues over time as we satisfy our
performance obligations.

We also evaluate our contractual arrangements that contain a purchase and sale of commodities under the
principal/agent provisions in ASC 606. For contracts where we possess control of the commodity and act as principal
in the purchase and sale, we record product sales revenue at the price at which the commodities are sold, with a
corresponding cost of sales equal to the cost of the commodities when purchased. For contracts in which we do not
possess control of the commodity and are acting as an agent, our consolidated statements of operations only reflect
midstream services revenues that we earn based on the fees contained in the applicable contract.
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Based on our review of our performance obligations in our contracts with customers, we changed the consolidated
statement of operations classification for certain transactions from revenue to cost of sales or from cost of sales to
revenue. For the three and nine months ended September 30, 2018, the reclassification of revenues and cost of sales
resulted in a net decrease in revenue of approximately $179 million and $480 million, respectively, or 8% and 8%,
respectively, compared to total revenues based on accounting prior to the adoption of ASC 606, with an equivalent net
decrease in cost of sales. The change in total revenues as a result of the adoption of ASC 606 is made up of the
following revenue line item changes (in millions):
Increase
(Decrease) in
Revenue Due to
ASC 606 Adoption
Three ..
Months Nine
Months
Ended
Ended
Septemb§r
30 eptember
2018 30,2018

Product sales $(71 ) $ (149 )
Product sales—related parties (7 ) (53 )
Midstream services 98 ) (251 )
Midstream services—related parti¢3 ) (27 )
Total $(179) $ (480 )

This change in accounting treatment had no impact on our operating income, net income, results of operations,
financial condition, or cash flows.

Changes in Accounting Methodology for Certain Contracts

For NGL contracts in which we purchase raw mix NGLs and subsequently transport, fractionate, and market the
NGLs, we accounted for these contracts prior to the adoption of ASC 606 as revenue-generating contracts in which
the fees we earned for our services were recorded as midstream services revenue on the consolidated statements of
operations. As a result of the adoption of ASC 606, we determined that the control, including the economic benefit, of
commodities has passed to us once the raw mix NGLs have been purchased from the customer. Therefore, we now
co