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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Members of
DCP Midstream, LLC
Denver, Colorado

We have audited the accompanying consolidated balaheets of DCP Midstream, LLC and subsidiaries (Company") as of
December 31, 2010 and 2009, and the related categeli statements of operations, comprehensive iacohanges in equity, and
cash flows for each of the three years in the mteaded December 31, 2010. These consolidateddiabstatements are the
responsibility of the Company's management. Oupaasibility is to express an opinion on these cdidsded financial statements
based on our audits.

We conducted our audits in accordance with audisitagndards generally accepted in the United Stftésnerica. Those standards
require that we plan and perform the audit to abt@asonable assurance about whether the finasteisgments are free of material
misstatement. An audit includes consideration tétinal control over financial reporting as a bdsisdesigning audit procedures that
are appropriate in the circumstances, but nottierpgurpose of expressing an opinion on the effectdéss of the Company's internal
control over financial reporting. Accordingly, wemress no such opiniodn audit also includes examining, on a test basiédence
supporting the amounts and disclosures in the fif@statements, assessing the accounting prirgijgded and significant estimates
made by management, as well as evaluating the B¥ier@ncial statement presentation. We believe tha audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statetsepresent fairly, in all material respects, thehcial position of the Company as
of December 31, 2010 and 2009, and the resulttsafperations and its cash flows for each of theétyears in the period ended
December 31, 2010, in conformity with accountingnpiples generally accepted in the United Statemkrica.

As discussed in Note 1 to the consolidated finalrstiatements, in 2009 the Company adopted the asepdbvisions of ASC 810,
Consolidation as it pertains to noncontrolling interests, asdaaesult retrospectively adjusted its 2008 cadstéd financial
statements.

The consolidated financial statements give retrobipe effect to the changes to the preliminary ghase price allocation for
Marysville Hydrocarbon Holdings, Inc. as descritiedNote 4 to the consolidated financial statements.

/sl Deloitte & Touche LLP

February 18, 2011
(September 14, 2011 as to Notes 1, 4 and 20)

Member of
Deloitte Touche Tohmatsu



DCP MIDSTREAM, LLC
CONSOLIDATED BALANCE SHEETS
(millions)

December 31, December 31,
2010 2009

ASSETS
Current assets:
Cash and cash eqUIVAIENES .................commmm e oo oo e e e e e e e e eeeens e nennanneenes $ 8 $ 264
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million and $3 million,

(1S 0T Tod 1Y PSPPSR 1,013 898
ATTIHALES ..ot e e 239 255
(@] 1 1= SO PO 18 35

INVENTOMES ..ouv e 108 83
Unrealized gains on derivative instruments 144 259
(O] 1 1= SRRSO 43 15
TOtAl CUITENT ASSELS ..covuiiiiiiiiii ettt e e et e e et e e e et e e e e et e eeesesban s eaannns 1,543 1,809
Property, plant and equipmeNt, NEL.........cccariiiiiiiiiieeee e 5,287 4,922
RESIICIEA INVESIMENTS....cieeveii et e e et e e ettt e e e s et e e e s e et eereeeeesesansemmeenans — 10
Investments in unconsolidated affiliatesS.......ccceceeeiiiiiiiiiiiiiiiic e, 159 175
[Lae= Vo o] L=T= TSTT=] N o T 387 313
[0 Yo o 1.1/ 721 662
Unrealized gains on derivative INSIIUMENTS . o ceeevieveieeeiee s eeeeem e 25 41
Other lONG-TEIM ASSELS ... ceeeee ettt eermne e s e e 86 60
TOAI ASSELS ...t e e e e e e e e e e e e e e e e aaan $ 8,238 $ 7,992
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LT [T OO RRRUURUPPT $ 1,105 % 1,003
AFfIIALES ..o e ———————————————— 79 90
(@1 01T O 33 38
ShOrt-term DOITOWINGS ........uuuiiiiiiiiiiii ettt ennr e e 187 3
Current maturities of long-term debt....... oo 250 800
Distributions payable t0 MEMDEIS .........e it 77 71
Unrealized losses on derivative INStIUMENTS.........iiieiieeeiiiieeiicceee e eeeemnn 180 229
Y Yo ot (U T<T0 I = DT 60 47
(@ ] 1 1= 235 253
Total current liabilities 2,206 2,534
Deferred income taxes 135 104
Long-term debt 3,223 2,841
Unrealized losses on derivative INStrUMENtS........cccoovvveeeeiiieeiiiiiccee e eeeeeeemn 65 78
Other [ong-term lIabilitIeS ............uuuuuimmm e e e e e e e e e e eeean 128 117
QL0 = U L=V =TSR 5,757 5,674
Commitments and contingent liabilities
Equity:
oY gl L= E 01 (=T (=) 2,073 2,020
Accumulated other comprehensIVe [0SS .......ceceeemiiiiiiiiiiiiiiiieeieee e, (13) (17)
Total MEMDErS’ EQUILY ......oeii e e e eee e e e es 2,060 2,003
NONCONEIOHING INEEIEST......eeiiiiie it ee e 421 315
QLI ]2 L= [0 PP PPP T TPPPPPRPTN 2,481 2,318
Total liabilities and @QUILY .............ooiiieeeieiee e ane $ 8,238 $ 7,992

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
CONSOLIDATED STATEMENTS OF OPERATIONS

(millions)
Year Ended December 31,
2010 2009 2008

Operating revenues:

Sales of natural gas and petroleum productS......c......ccccccvvvamen.. $ 8,163 $ 6,080 $ 12,456
Sales of natural gas and petroleum products tta#s................. 2,414 2,140 3,507
Transportation, storage and ProCesSiNg ....ccceee.eeeeeeeeeeeriunrnnnne. 360 327 334
Trading and marketing gains, Net..........oceccecvvveevieevveeieeeeeeeeeen, 44 50 101

Total 0pPerating rEVENUES .................emummmmmesveesreesieesreesieesseesseesnns 10,981 8,597 16,398
Operating costs and expenses:

Purchases of natural gas and petroleum products.................... 8,208 6,213 12,489

Purchases of natural gas and petroleum produeis &ffiliates...... 736 650 1,045

Operating and MaiNteNANCE ............uviiiireiriee et 552 520 586

Depreciation and amortization ...............ccccceiin e eneeieiees 413 405 365

General and adminiStratiVe............ueeiieeecce e 239 236 234

Step acquisition — equity interest re-measurenggi................. (9) — —

(Gain) loss 0N sale Of ASSELS .....ccvvvvieeereerii e, (1) 2 (15)

Total operating Costs and EXPENSES........ccceeereeeveieeeverreereanas 10,138 8,026 14,704

OPperating INCOME .......uuuiiieeiiiiiiiie e 843 571 1,694
Earnings from unconsolidated affiliates.......cccc...uuvviiiiiennnnnn, 34 24 20
INEErESt INCOME ...ttt e 1 1 12
INEEIESt EXPENSE ......veeeeeeeeeers e eaeem e eeenesesnnesrseeasese e (254) (255) (210)
Income before iINCOME taXes. ........oooeieviemmceee e, 624 341 1,516
Income tax (expense) benefit ... e e e e eeeceesseeieens (5) (18) 3
NETINCOME ..ottt 619 323 1,519

Net (income) loss attributable to noncontrollimgerests.............. (27) 16 (88)
Net income attributable to members’ interestS.......cccceveveeeee. $ 592 $ 339 3 1,431

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(millions)
Year Ended December 31,
2010 2009 2008
NEEINCOME ...ttt ettt en et eenbe e st enmem s $ 619 $ 323 % 1,519
Other comprehensive income (loss):
Net unrealized losses on cash flow hedges ..cccc....oviiiiiiiieeeeeenennn, (19) (14) (33)
Reclassification of cash flow hedges into earnings.................cccceee 24 22 9
Total other comprehensive income (I0SS).....ccceeeeeeieriiniiiiciiiiieeeen, 5 8 (24)
Total comprehensive iINCOME ..............oi e eee e, 624 331 1,495
Total comprehensive (income) loss attributabledacontrolling
IMEEIESES 1oveiiii e sttt e e e e e e ettt e e e s eeeeee e e e ettt e e e e e e e et e e e e e e s stbaaeeeeesmnen (28) 8 (70)
Total comprehensive income attributable to membiatstrests............... $ 506 $ 339 $ 1,425

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)
Year Ended December 31,
2010 2009 2008
Cash flows from operating activities:
NEE INCOME .....tiiiitii ettt ettt et ettt e st e e e st e e e abe e s beeenbesemeneseebeeeabeeesreeenseas $ 619 $ 323 $ 1,519
Adjustments to reconcile net income to net casbvjated by operating activities:
(Gain) 10Ss 0N sale Of ASSELS .. .cooiiiii e (1) 2 (15)
Depreciation and amortiZatiON ..............ueeueeeeeriiiiiiiiiierirreereer e rrereeeeeeeeeererseeeeees 413 405 365
Earnings from unconsolidated affiliates....cceeeeivveeeeeeeeiniiieeeeen (34) (24) (20)
Distributions from unconsolidated affiliates ..., 47 35 44
Step acquisition — equity interest re-measurengiiM ...............eeeeeeeeeeeerreereeeeeeeennns (9) — —
Deferred income tax (DENEfit) 0SS ....cooiiiieeee i (4) 14 (13)
L0 11 1= T P00 o 1= S TP PPPPPPPUUTTRTPP 3) 3 42
Changes in operating assets and liabilities wipidvided (used) cash:
ACCOUNES FECEIVADIE ... e (74) (189) 715
INVENTOTIES ... ettt ettt e e et e e e e e e e e e e e e e e s seameeeeeeeaeeaaeas (5) (43) 74
Net unrealized losses (gains) on derivative imBatS ............oooeeeeeeeeiiiiiiiniieeee 74 74 (181)
ACCOUNES PAYADIE ... 69 145 (693)
(@101 S OO P PR 97) 92 (49)
Net cash provided by operating activities...........cccccovcvvivieee i, 995 837 1,788
Cash flows from investing activities:
Capital eXPENUITUIES ........eiiiie i (538) (471) (557)
Acquisitions, net of cash aCqUITEd .........ooueecuiiiiiiiiiii e (281) (45) (214)
Investments in unconsolidated affiliates ..., (2) (7 ©)
Purchases of available-for-sale SECUNIES ..cccvvvviiiiiiiiii e (623) (D) (1,157)
Proceeds from sales of available-for-sale Se@Hiti..............veeviiiviiieiiiivieeee e eemeee 633 51 1,207
Proceeds from Sale O @SSELS ............t e e ettt 2 5 41
(@1 0= S TP U PR UT PP UPPPRPUPRRTN — — (2
Net cash used in INVEStiNG ACHVILIES ......ccuuereeiiiiiiiiiee e (809) (468) (689)
Cash flows from financing activities:
Payment of dividends and distributions to members.............ccceviviiiiiin e, (575) (202) (1,861)
Proceeds from debt ..........ooiiiiiiiies s e 1,655 680 2,230
Payment Of debt........oue i e (1,636) (742) (1,494)
Proceeds from issuance of common units by a sidoryidnet of offering costs............ 189 70 132
Distributions paid to noncontrolling iNterestS.........c.uvveveeiiiiiiiieee e (64) (55) (48)
Contributions from noncontrolling INErestS ..........c.vvvviieriiiiiieei e — 14 6
Purchase of additional interest in @ SUDSIdIaIY . ........cvveeiiiiiiiiiei e (4) — —
Deferred fINANCING COSES ....uuuuiiiiiiiiiiia e e e e e e e e e e sereeeeeaneeeeeeeeees (7) (3) (2)
Net cash used in financing acCtiVItIeS ......cccccceive i e (442) (238) (1,037)
Net change in cash and cash eqUIVaIENTS ...cccccociiiiiiiiiiii e (256) 131 62
Cash and cash equivalents, beginning of Periad........cccccoiiiiiiiieiiniiii e 264 133 71
Cash and cash equivalents, end of Period .....c.ccccueeeiiiiiiiiiiii e $ 8 $ 264 $ 133

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Balance, January 1, 2008............ccoocciceevcmmeeeeeeeeeeenn
(0] 01171 o101 [o] 41 PPPPPP
Dividends and distributions.................mmmevicicnnnnnns
Purchase of business............oooiii i,
Issuance of equity securities of a subsidiary..............
Comprehensive income (loss):

NELINCOME ..t e

Net unrealized losses on cash flow hedges...........

Reclassifications of cash flow hedges into earaing

Total comprehensive income (l0SS)...........eeee....

Balance, December 31, 2008..........cccvveviervcieennnnnen.
ContribUtioNS .......cvveiiiiie e
Dividends and distributions.................cmmeeeveeeeeennnns
Issuance of equity securities of a subsidiary..............
Reclassification of deferred liability .......cccceceeeeernnnen.
Comprehensive income (loss):

NetinCoOMeE (J0SS) ..ecevivveiiiieeiiiiiee e

Net unrealized losses on cash flow hedges...........

Reclassifications of cash flow hedges into earaing

Total comprehensive income (l0SS)........cccee..

Balance, December 31, 2009..........cccvvvivienriienninnnen.
Dividends and distributions.................cmmeeeveeeeeennnns
Purchase of additional interest in a subsidiary...........
Issuance of common units by a subsidiary................
Comprehensive income:

= oo 4T

Net unrealized losses on cash flow hedges...........

Reclassifications of cash flow hedges into earsing
Total comprehensive iINCOME................. e eeeeriens

Balance, December 31, 2010.........coeevvveeiienneeneennnnns

(millions)

Members’ Equity

Accumulated

Members’ Comprehensive  Noncontrolling Total
Interest (Loss) Income Interest Equity
$ 1,974 3 1) % 193 $ 2,156
— — 6 6
(1,738) — (48) (1,786)
— — 2 2
— — 89 89
1,431 — 88 1,519
— (11 (22) (33)
— 5 4 9
1,431 (6) 70 1,495
1,667 a7 312 1,962
— — 14 14
(274) — (55) (329)
18 — 52 70
270 — — 270
339 — (16) 323
— (6) (8) (14)
— 6 16 22
339 — (8) 331
2,020 a7 315 2,318
(581) — (64) (645)
— — (5) (5)
42 — 147 189
592 — 27 619
— (6) (13) (19)
— 10 14 24
592 4 28 624
$ 2,073 $ a3) $ 421 % 2,481

See Notes to Consolidated Financial Statements.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2010, 2009 and 2008

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsidkat or us, we, our, or the Company, is a jointtvea owned 50% by
Spectra Energy Corp and its affiliates, or Spe&mnargy, and 50% by ConocoPhillips and its affil&ter ConocoPhillips. We operate
in the midstream natural gas industry. Our primapgrations consist of gathering, processing, cosging, transporting and storing
of natural gas, and fractionating, transportinghgaing, treating, processing and storing of ndtges liquids, or NGLs, and/or
condensate as well as marketing, from which we ggteerevenues primarily by trading and marketintuna gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, isaater limited partnership, of which a wholly-ownsabsidiary of ours acts
as general partner. As of December 31, 2010 an® 206 owned an approximately 29% and 34% limitedmer interest,
respectively, in DCP Partners. Additionally, adidcember 31, 2010 and 2009, we owned an approxiyna% general partner
interest in DCP Partners, for both periods, as waslincentive distribution rights that entitle wsreceive an increasing share of
available cash as pre-defined distribution targeésachieved. As the general partner of DCP Pastrves have responsibility for its
operations. We exercise control over DCP Partnadsvee account for it as a consolidated subsidiary.

We are governed by a five member board of diregtoosisisting of two voting members from each parnhpany and our
Chief Executive Officer and President, a non-votmgmber. All decisions requiring the approval of twoard of directors’ are made
by simple majority vote of the board, but must indé at least one vote from both a Spectra EnerglyGmocoPhillips board
member. In the event the board cannot reach a rityaecision, the decision is appealed to the CHrécutive Officers of both
Spectra Energy and ConocoPhillips.

The consolidated financial statements include teoants of the Company and all majority-owned sdiagies where we have
the ability to exercise control and undivided irgsts in jointly owned assets. We also consolida®PIPartners, which we control as
the general partner and where the limited partdersot have substantive kick-out or participatifghts. Investments in greater than
20% owned affiliates that are not variable interstities and where we do not have the ability xereise control, and investments in
less than 20% owned affiliates where we have thlitakbo exercise significant influence, are acceenh for using the equity method.
Intercompany balances and transactions have baemated.

We adopted Financial Accounting Standards BoardrA8B, Accounting Standards Codification 810, or@&810, effective
January 1, 2009, which required us to retrospebtikecast our consolidated financial statementsafbperiods presented. As a result
of adoption, we have reclassified our noncontrgjlinterest on our consolidated balance sheets, f@mmponent of liabilities to a
component of equity and have also reclassifiedmztime or loss attributable to noncontrolling irgst on our consolidated
statements of operations, to below net income lgperiods presented. Furthermore, we have displdke portion of other
comprehensive income that is attributable to notradimg interest within our consolidated staterreaf comprehensive income. We
also added a rollforward of the noncontrolling irgst within our consolidated statements of changesgjuity and have combined the
members’ interest and retained earnings columnisimthe rollforward. Additionally, in the first quer of 2009 we reclassified $270
million deferred liabilities relating to the saléd common equity by a subsidiary from long-term lilikes to members’ interest within
our consolidated balance sheets.

The December 31, 2010 balance sheet included srégort has been retrospectively adjusted tocefibanges to the
preliminary purchase price allocation relating t€P Partners’ December 2010 acquisition of Maryswuillydrocarbons Holdings,
LLC, or Marysville.

Certain amounts in the prior year's consolidatedficial statements have been reclassified to theuyear presentation.
2. Summary of Significant Accounting Policies

Use of Estimates— Conformity with accounting principles generaligcepted in the United States of America, or GAAP,
requires management to make estimates and assursptiat affect the amounts reported in the constdid financial statements and
notes. Although these estimates are based on maragts best available knowledge of current and expe future events, actual

results could differ from those estimates.

Cash and Cash Equivalents- Cash and cash equivalents include all cash lealsand investments in highly liquid financial
instruments purchased with an original stated nitytof 90 days or less.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2010, 2009 and 2008

Short Term and Restricted Investments We may invest available cash balances in varitnefcial instruments, such as
commercial paper and money market instruments. & imetruments provide for a high degree of liquiditrough features which
allow for the redemption of the investment at is& amount plus earned income. As we generallythte sell these instruments
within one year or less from the balance sheet,daid as they are available for use in current apens, they are classified as current
assets, unless otherwise restricted.

Restricted investments are used as collateraldarsethe term loan portion of DCP Partners’ créddility and to finance
acquisitions. We classify all short-term and restd investments as available-for-sale as we dotaid to hold them to maturity, nor are
they bought or sold with the objective of genergtmofit on short-term differences in prices. Thesgstments are recorded at fair value, with
changes in fair value recorded as unrealized gaiddosses in accumulated other comprehensive iaclmss), or AOCI. The cost including
accrued interest on investments approximates #irey due to the short-term, highly liquid natuféte securities held by us; interest rates are
re-set on a daily, weekly or monthly basis.

Allowance for Doubtful Accounts— Management estimates the amount of required a@im&s for the potential non-
collectability of accounts receivable generally éésipon number of days past due, past collectigreggnce and consideration of
other relevant factors. However, past experiencg nw be indicative of future collections and thiene additional charges could be
incurred in the future to reflect differences betmesstimated and actual collections.

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

Accounting for Risk Management and Derivative Actiies and Financial Instruments— We designate each energy
commodity derivative as either trading or non-tragliCertain non-trading derivatives are furtherigeated as either a hedge of a
forecasted transaction or future cash flow (caslwthedge), a hedge of a recognized asset, liakilitirm commitment (fair value
hedge), or normal purchases or normal sales canffae remaining non-trading derivatives, which egkated to asset based
activities for which the hedge accounting or themal purchase or normal sale exception are notetc@re recorded at fair value in
the consolidated balance sheets as unrealized gaunwrealized losses on derivative instrumentshwhanges in the fair value
recognized in the consolidated statements of omeratFor each derivative, the accounting methadi resentation of gains and
losses or revenue and expense in the consolidégehsents of operations are as follows:

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

Non-Trading Derivatives = Mark-to-market method (alNet basis in trading and marketing gains and losses

(a) Mark-to-market method — An accounting method whgrte change in the fair value of the asset oriligbis
recognized in the consolidated statements of omersiin trading and marketing gains and lossesrdytie current
period.

(b) Hedge method — An accounting method whereby thenghan the fair value of the asset or liabilityriscorded in
the consolidated balance sheets as unrealized gainsrealized losses on derivative instruments.dash flow
hedges, there is no recognition in the consolidatatements of operations for the effective portiottil the
service is provided or the associated deliveryqubimpacts earnings. For fair value hedges, thegba in the fair
value of the asset or liability, as well as thes#ftting changes in value of the hedged item, ategrized in the
consolidated statements of operations in the saategory as the related hedged item.

(c) Accrual method — An accounting method whereby thenmgo recognition in the consolidated balance shee
consolidated statements of operations for changésii value of a contract until the service is pided or the
associated delivery period impacts earnings.

Cash Flow and Fair Value Hedges For derivatives designated as a cash flow heatgefair value hedge, we maintain formal
documentation of the hedge. In addition, we forpalsess both at the inception of the hedgingimgiahip and on an ongoing basis,

8



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2010, 2009 and 2008

whether the hedge contract is highly effective ffsetting changes in cash flows or fair values etlged items. All components of
each derivative gain or loss are included in theegsment of hedge effectiveness, unless otherwise n

The fair value of a derivative designated as a dish hedge is recorded in the consolidated balasiteets as unrealized gains or
unrealized losses on derivative instruments. THecéi/e portion of the change in fair value of arivative designated as a cash flow
hedge is recorded in the consolidated balance slasefOCI and the ineffective portion is recordedhie consolidated statements of
operations. During the period in which the hedgeah$action impacts earnings, amounts in AOCI asgediwith the hedged
transaction are reclassified to the consolidatatestents of operations in the same accounts aetimebeing hedged. Hedge
accounting is discontinued prospectively when détermined that the derivative no longer qualifissan effective hedge, or when it
is probable that the hedged transaction will natwwc When hedge accounting is discontinued becthesderivative no longer
qualifies as an effective hedge, the derivativelbject to the mark-to-market accounting methodspeatively. The derivative
continues to be carried on the consolidated balaheets at its fair value; however, subsequent géain its fair value are
recognized in current period earnings. Gains asdds related to discontinued hedges that werequelj accumulated in AOCI will
remain in AOCI until the hedged transaction impagdsnings, unless it is probable that the hedgaaddaction will not occur, in
which case, the gains and losses that were preljiagderred in AOCI will be immediately recognizéudcurrent period earnings.

The fair value of a derivative designated as a¥Yaiue hedge is recorded for balance sheet purpaseasrealized gains or
unrealized losses on derivative instruments. Wegaize the gain or loss on the derivative instrutmas well as the offsetting loss or
gain on the hedged item in earnings in the curpartod. All derivatives designated and accountedhfofair value hedges are
classified in the same category as the item beedged in the consolidated results of operations.

Valuation— When available, quoted market prices or pricegamed through external sources are used to daterencontract’s
fair value. For contracts with a delivery locationduration for which quoted market prices are aailable, fair value is determined
based on internally developed pricing models dgwetbprimarily from historical relationships with oted market prices and the
expected relationship with quoted market prices.

Values are adjusted to reflect the credit risk irgme in the transaction as well as the potentigdact of liquidating open positions
in an orderly manner over a reasonable time peuioder current conditions. Changes in market prared management estimates
directly affect the estimated fair value of thesmtracts. Accordingly, it is reasonably possiblatthuch estimates may change in the
near term.

Property, Plant and Equipmert— Property, plant and equipment are recorded stbhical cost. The cost of maintenance and
repairs, which are not significant improvementg expensed when incurred. Depreciation is compugiuly the straight-line method
over the estimated useful lives of the assets.

Asset retirement obligations associated with taleging-lived assets are recorded at fair valuthmperiod in which they are
incurred, if a reasonable estimate of fair valua ba made, and added to the carrying amount o&tis®ciated asset. This additional
carrying amount is then depreciated over the Ifféhe asset. The liability is determined using skrfree interest rate and increases
due to the passage of time based on the time vaflmeoney until the obligation is settled.

Asset Retirement Obligations- Our asset retirement obligations relate primatdlyhe retirement of various gathering pipelines
and processing facilities, obligations relatedight-of-way easement agreements, and contractaaekefor land use. We adjust our
asset retirement obligation each quarter for aalilities incurred or settled during the period¢estion expense and any revisions
made to the estimated cash flows.

Investments in Unconsolidated Affiliates- We use the equity method to account for invesitaén greater than 20% owned
affiliates that are not variable interest entitéasl where we do not have the ability to exercisetod, and investments in less than
20% owned affiliates where we have the ability i@eeise significant influence.

We evaluate our investments in unconsolidatediaféis for impairment whenever events or changesrgumstances indicate
that the carrying value of such investments mayehexperienced an other than temporary decline inevzdVhen evidence of loss in
value has occurred, we compare the estimated &irevof the investment to the carrying value of imeestment to determine
whether impairment has occurred. We assess thedhie of our investments in unconsolidated affésusing commonly accepted
techniques, and may use more than one method,dmgyubut not limited to, recent third party comphte sales and discounted cash
flow models. If the estimated fair value is congielé to be permanently less than the carrying valug management considers the
decline in value to be other than temporary, theess of the carrying value over the estimatedvalue is recognized as an
impairment loss.



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2010, 2009 and 2008

Goodwill and Intangible Assets— Goodwill is the cost of an acquisition less tlarfvalue of the net assets of the acquired
business. We perform an annual impairment tespofdgvill in the third quarter, and update the testidg interim periods when we
believe events or changes in circumstances indibatewe may not be able to recover the carryinlpgaf a reporting unit.
Impairment testing consists of a two-step proc&se first step involves comparing the fair valuetioé reporting unit, to which
goodwill has been allocated, with its carrying ambuf the carrying amount of the reporting unite@eds its fair value, the second
step of the process involves comparing the faiueand carrying value of the goodwill of that refiiog unit. If the carrying value of
the goodwill of a reporting unit exceeds the faalwe of that goodwill, the excess of the carryirdue over the fair value is
recognized as an impairment loss. We use a disedutdsh flow analysis supported by market valuatiatiples to perform the
assessment. Key assumptions in the analysis in¢chelase of an appropriate discount rate and estichfuture cash flows. In
estimating cash flows, we incorporate current maiki®rmation, as well as historical and other fart, into our forecasted
commodity prices. If actual results are not coreistwith our assumptions and estimates, or ourrapsions and estimates change
due to new information, we may be exposed to goddmpairment charges, which would be recognizedha period in which the
carrying value exceeds fair value

Intangible assets consist primarily of customertcacts, including commodity purchase, transportaiad processing contracts
and related relationships. These intangible assetamortized on a straight-line basis over thégueof expected future benefit.
Intangible assets are removed from the gross aagrgmount and the total of accumulated amortizaitiothe period in which they
become fully amortized.

Long-Lived Assets— We evaluate whether the carrying value of longdl assets has been impaired when circumstances
indicate the carrying value of those assets maybeatcoverable. This evaluation is based on umdisted cash flow projections.
The carrying amount is not recoverable if it excedte sum of the undiscounted cash flows expeaedgult from the use and
eventual disposition of the asset. We considerotgrifactors when determining if these assets shioellevaluated for impairment,
including but not limited to:

» asignificant adverse change in legal factors aibess climate;

* acurrent period operating or cash flow loss coreblimith a history of operating or cash flow lossessa projection or
forecast that demonstrates continuing losses aasacwith the use of a long-lived asset;

« anaccumulation of costs significantly in excesshaf amount originally expected for the acquisitmrconstruction of a
long-lived asset;

» significant adverse changes in the extent or maimehich an asset is used, or in its physical dtind;
« asignificant adverse change in the market valuarofsset; or

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

If the carrying value is not recoverable, the impaent loss is measured as the excess of the agseting value over its fair
value. We assess the fair value of long-lived assstng commonly accepted techniques, and may wse than one method,
including, but not limited to, recent third partpmparable sales and discounted cash flow modaymifgiant changes in market
conditions resulting from events such as the coodiof an asset or a change in management’s iritentilize the asset would
generally require management to reassess the kagé ffelated to the long-lived assets.

Unamortized Debt Premium, Discount and Expense Premiums, discounts and expenses incurred \withigsuance of long-
term debt are amortized over the term of the delngithe effective interest method. These premiams discounts are recorded on
the consolidated balance sheets within long-terbt.dehese unamortized expenses are recorded arotteolidated balance sheets as
other long-term assets.

Noncontrolling Interest— Noncontrolling interest represents the ownershipriests of third-party entities in the net asséts o
consolidated affiliates, including ownership intgref DCP Partners’ public unitholders, through DE&tners’ publicly traded
common units, in net assets of DCP Partners andaineontrolling interest which is recorded in DCRrfPers’ consolidated balance
sheets. For financial reporting purposes, the ass&d liabilities of these entities are consolidiatéth those of our own, with any
third party interest in our consolidated balanceettamounts shown as noncontrolling interest iritggDistributions to and
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contributions from noncontrolling interests reprmgseash payments to and cash contributions frospeetively, such third-party
investors.

Distributions— Under the terms of the Second Amended and Restdt€dAgreement dated July 5, 2005, as amended, ®r th
LLC Agreement, we are required to make quarterbtritiutions to Spectra Energy and ConocoPhillipsdabon allocated taxable
income. The LLC Agreement provides for taxable imzoto be allocated in accordance with Internal RexeCode Section 704(c).
This Code Section accounts for the variation betwie adjusted tax basis and the fair market valugssets contributed to the joint
venture. The distribution is based on the highagable income allocated to either member, withdtieer member receiving a
proportionate amount to maintain the ownership @piccounts at 50% for both Spectra Energy anddCoPRhillips. Distributions to
the members are calculated based on estimated ktaxahle income allocated to the members accortbrtheir respective
ownership percentages at the date the distributi@eame due. Our board of directors determinesitheunt of the periodic
dividends to be paid to Spectra Energy and Conoilyfd) by considering net income attributable tembers’ interests, cash flow or
any other criteria deemed appropriate. The LLC Agnent restricts payment of dividends except withdpproval of both members.
Tax distributions are allocated to the membersdoordance with their respective ownership percesgag

DCP Partners considers the payment of a quartéslyillution to the holders of its common units,the extent DCP Partners has
sufficient cash from its operations after estabfigimt of cash reserves and payment of fees and sggemcluding payments to its
general partner, a wholly-owned subsidiary of olitsere is no guarantee, however, that DCP Partwérpay the minimum
quarterly distribution on the units in any quartelCP Partners will be prohibited from making angtdibutions to unitholders if it
would cause an event of default, or an event oad#fexists, under its credit agreement.

Revenue Recognitior— We generate the majority of our revenues frortura gas gathering, processing, compressing,
transporting and storing, and NGL fractionatingyisporting, gathering, treating, processing andrgjpas well as trading and
marketing of natural gas and NGLs. We realize rexeneither by selling the residue natural gas a@d & or by receiving fees.

We obtain access to commodities and provide ouistréém services principally under contracts thattaim a combination of
one or more of the following arrangements.

» Fee-based arrangements bnader fee-based arrangements, we receive a feeesrfor one or more of the following
services: gathering, compressing, treating, praegsstoring, or transporting of natural gas, atari®g and transporting
NGLs. Our fee-based arrangements include natusapgechase arrangements pursuant to which we psechatural gas at
the wellhead, or other receipt points, at an inddated price at the delivery point less a spedifienount, generally the same
as the fees we would otherwise charge for gathesintatural gas from the wellhead location to thedidery point. The
revenues we earn are directly related to the volofmgatural gas or NGLs that flows through our st and are not
directly dependent on commaodity prices. Howeveth®mextent a sustained decline in commodity priessilts in a decline
in volumes our revenues from these arrangementddamireduced.

* Percent-of-proceeds/index arrangementsJreer percent-of-proceeds/index arrangements, wergdly purchase natural
gas from producers at the wellhead or other reqertts, gather the wellhead natural gas throughgathering system, treat
and process the natural gas, and then sell thdtimguesidue natural gas and NGLs based on indé&ep from published
index market prices. We remit to the producersegiin agreed-upon percentage of the actual pro¢batiwie receive from
our sales of the residue natural gas and NGLspagreed-upon percentage of the proceeds basetuter related prices for
the natural gas and the NGLs, regardless of theademount of the sales proceeds we receive. Geofahese arrangements
may also result in our returning all or a portiofitbe residue natural gas and/or the NGLs to thedpcer, in lieu of returning
sales proceeds. Our revenues under percent-of-@ds@iadex arrangements relate directly with theguof natural gas
and/or NGLs.

« Keep-whole arrangements and wellhead purchase grearents— Under the terms of a keep-whole processing aartfrwe
gather natural gas from the producer for processieti the NGLs and return to the producer residatural gas with a
British thermal unit, or Btu, content equivalentttee Btu content of the natural gas gathered. Bhiangement keeps the
producer whole to the thermal value of the natgad received. Under the terms of a wellhead purelcastract, we
purchase natural gas from the producer at the walllor defined receipt point for processing andhtimarket the resulting
NGLs and residue gas at market prices. Under thgses of contracts, we are exposed to the “fraeagr” The frac spread
is the difference between the value of the NGLga&otied from processing and the value of the Btu\eajant of the residue
natural gas. We benefit in periods when NGL priees higher relative to natural gas prices.
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Our trading and marketing of natural gas and petoi products, consists of physical purchases aled,sas well as derivative
instruments.

We recognize revenues for sales and services uthddour revenue recognition criteria, as follows:
= Persuasive evidence of an arrangement exis@u+customary practice is to enter into a writtemtract.

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

= The fee is fixed or determinable We negotiate the fee for our services at thesetibf our fee-based arrangements. In
these arrangements, the fees are nonrefundabl@tker arrangements, the amount of revenue, basedatractual
terms, is determinable when the sale of the applearoduct has been completed upon delivery aalsfier of custody.

= Collectability is reasonably assured Cellectability is evaluated on a customer-by-cusn basis. New and existing
customers are subject to a credit review procebg;mevaluates the customers’ financial positiar @xample, credit
metrics, liquidity and credit rating) and their atyito pay. If collectability is not considered gioable at the outset of an
arrangement in accordance with our credit reviescpss, revenue is not recognized until the casbliscted.

We generally report revenues gross in the constditlatatements of operations, as we typically adha principal in these
transactions, take custody of the product, andritice risks and rewards of ownership. New or ameinctintracts for certain sales
and purchases of inventory with the same countéypathen entered into in contemplation of one aeottare reported net as one
transaction. We recognize revenues for our NGL msidue gas derivative trading activities net ia ttonsolidated statements of
operations as trading and marketing gains and foSdgese activities include mark-to-market gaind Exsses on energy trading
contracts, and the settlement of financial or pbgbenergy trading contracts.

Revenue for goods and services provided but nadized is estimated each month and recorded alotiynelated purchases of
goods and services used but not invoiced. The$matds are generally based on estimated commoditgg preliminary throughput
measurements and allocations and contract dataeTre no material differences between the actoeumnts and the estimated
amounts of revenues and purchases recorded at eceh, 2010, 2009 and 2008.

Quantities of natural gas or NGLs over-deliveredinder-delivered related to imbalance agreemerits evistomers, producers
or pipelines are recorded monthly as accounts veddé or accounts payable using current marketegrar the weighted-average
prices of natural gas or NGLs at the plant or sgst&hese balances are settled with deliveries tinahgas or NGLs, or with cash.
Included in the consolidated balance sheets asumtsaeceivable — other as of December 31, 20102449 were imbalances
totaling $17 million and $28 million, respectivelyicluded in the consolidated balance sheets aswatts payable — other, as of
December 31, 2010 and 2009 were imbalances tot&@3gmillion and $38 million, respectively.

Significant Customers— ConocoPhillips, a related party, was a significaustomer in each of the past three years. Sde Blo
Agreements and Transactions with Related PartidsAdfiliates.

Environmental Expenditures— Environmental expenditures are expensed or aipétd as appropriate, depending upon the
future economic benefit. Expenditures that relatan existing condition caused by past operatians, that do not generate current or
future revenue, are expensed. Liabilities for thexggenditures are recorded on an undiscounted bdmda environmental
assessments and/or clean-ups are probable andstecan be reasonably estimated.

Equity-Based Compensation- Equity classified equity-based compensation osteasured at fair value, based on the closing
unit price at grant date, and is recognized as agp@ver the vesting period. Liability classifieguity-based compensation cost is
remeasured at each reporting date at fair valuggdban the closing unit price, and is recognizedgsense over the requisite service
period. Compensation expense for awards with gragsting provisions is recognized on a straighelbasis over the requisite
service period of each separately vesting portibtne award. Awards granted to non-employees fayuéing, or in conjunction with
selling, goods and services are measured at tivaatstd fair value of the goods or services, orfiie value of the award, whichever
is more reliably measured.

Accounting for Sales of Units by a Subsidiar+ We account for sales of units by a subsidiaryregording an increase in
members’ interest equal to the amount of net prdseeceived in excess of the carrying value ofuhés sold. Prior to January 1,

12



DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — Contin ued
Years Ended December 31, 2010, 2009 and 2008

2009, we accounted for sales of units by a subsydig recording a deferred item on the sale of cannequity of a subsidiary equal
to the amount of net proceeds received in excessetarrying value of the units sold. The remagniret proceeds are recorded as an
increase to noncontrolling interest. Prior to thistfquarter of 2009, DCP Partners had two claggesits outstanding, consisting of
subordinated and limited partner units, which reedius to record a deferred liability of $270 nolti within our consolidated balance
sheets. During the first quarter of 2009 the sulbtation period ended and these units were conventedimited partner units and

we reclassified these deferred liabilities fromdeterm liabilities to members’ interest within oconsolidated balance sheets.

Income Taxes—We are structured as a limited liability companyieh is a pass-through entity for federal income parposes.
We own a corporation that files its own federalidign and state corporate income tax returns. hherme tax expense related to this
corporation is included in our income tax experaeng with state, local, franchise and margin tasethe limited liability company
and other subsidiaries.

We follow the asset and liability method of accaungtfor income taxes. Under this method, defermetbime taxes are
recognized for the tax consequences of tempordfgrdnces between the financial statement carrgimgunts and the tax basis of
the assets and liabilities. Our taxable incomeoss| which may vary substantially from the net im=or loss reported in the
consolidated statements of operations, is includete federal returns of each partner.

3. Recent Accounting Pronouncements

FASB, Accounting Standards Update, or ASU, 2010-Business Combinations (Topic 805): Disclosure ofigplementary
Pro Forma Information for Business Combinationsor ASU 2010-29— In December 2010, the FASB issued ASU 2010-2%cwh
amended ASC Topic 805 “Business Combinations” tecHfy that if a public entity presents comparatfirancial statements, the
entity should disclose revenue and earnings ottirabined entity as though the business combindtiahoccurred during the year
had occurred as of the beginning of the comparabler annual reporting period only. The ASU alsgards the supplemental pro
forma disclosures under Topic 805 to include a dpsion of the nature and the amount of materianrecurring pro forma
adjustments directly attributable to the busines®mlination included in the reported pro forma rewemnd earnings. ASU 2010-29
is effective for business combinations for whicle #icquisition date is on or after January 1, 204d we will disclose information in
accordance with the ASU within all financial statemts issued after the effective date.

ASU 2010-28 “Intangibles—Goodwill and Other (Top&50): When to Perform Step 2 of the Goodwill Impairent Test for
Reporting Units with Zero or Negative Carrying Amats”, or ASU 2010-28— In December 2010, the FASB issued ASU 2010-28
which amended ASC Topic 350 “Goodwill and Other'SW 2010-28 requires an entity with reporting unitat have carrying
amounts that are zero or negative to assess whittieenore likely than not that the reporting wsiigoodwill is impaired. If the entity
determines that it is more likely than not that tteodwill of one or more of its reporting unitsiimpaired, the entity is required to
perform Step 2 of the goodwill impairment test fpose reporting unit(s) and record any resultingainment as a cumulative-effect
adjustment to beginning retained earnings. Theigions of ASU 2010-28 became effective for us onulry 1, 2011, and we will
disclose information in accordance with the ASUhaitall financial statements issued after the affecdate.

ASU, 2010-06 “Fair Value Measurements and Disclogs (Topic 820): Improving Disclosures about Fair \(ge
Measurements,’or ASU 2010-06— In January 2010, the FASB issued ASU 2010-06ochtamended the ASC Topic 820-10 “Fair
Value Measurement and Disclosures — Overall.” AS)1@-06 requires new disclosures regarding transfiessd out of assets and
liabilities measured at fair value classified wittthe valuation hierarchy as either Level 1 or Ue¥@nd information about sales,
issuances and settlements on a gross basis fasasseliabilities classified as Level 3. ASU 2006-clarifies existing disclosures on
the level of disaggregation required and inputs aaldation techniques. The provisions of ASU 20Bb&came effective for us on
January 1, 2010, except for disclosure of informatabout sales, issuances and settlements on s lgasss for assets and liabilities
classified as Level 3, which is effective for us éenuary 1, 2011. The provisions of ASU 2010-06 atponly disclosures and we
have disclosed information in accordance with gsed provisions of ASU 2010-06 within these fingh statements.

ASU 2009-17 “Consolidation (Topic 810): Improvemento Financial Reporting by Enterprises Involved thiVariable
Interest Entities,”or ASU 2009-17— In December 2009, the FASB issued ASU 2009-1Tcwlamended ASC Topic 810
“Consolidation.” ASU 2009-17 requires entities terform additional analysis of their variable intstentities and consolidation
methods. This ASU became effective for us on JapdaP010 and upon adoption we did not change auctusions on which
entities we consolidate in our consolidated finahstatements.

ASU 2009-13 “Revenue Recognition (Topic 605) MulgpDeliverable Revenue Arrangementsyt ASU 2009-13— In
October 2009, the FASB issued ASU 2009-13 which iateel ASC Topic 605 “Revenue Recognition.” The ASldleesses the
accounting for multiple-deliverable arrangementseibable vendors to account for products or sesvéaparately rather than as a
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combined unit. ASU 2009-13 became effective foonslanuary 1, 2011 and there was no impact on onsalidated results of
operations, cash flows and financial position assult of adoption.

4. Acquisitions

On December 30, 2010, DCP Partners acquired diiefnterests in Marysville. The acquisition invetVthree separate
transactions with a number of parties. DCP Partaerpiired a 90% interest in Marysville from Dartéggy Corporation, a 5%
interest in Marysville from Prospect Street EnerglyC and 100% of EE Group, LLC, which owned the raiming 5% interest in
Marysville. DCP Partners paid a purchase price38 #illion and $6 million for net working capitaha other adjustments, for an
aggregate purchase price of $101 million, subjectustomary purchase price adjustments, for DCBhEes’ 100% interest. The
purchase was financed at closing with borrowingderrDCP Partners revolving credit facility. $21 laih of the purchase price has
been deposited in an indemnity escrow to satisfyede tax liabilities and provide for breaches epresentations and warranties of
the sellers.

On January 4, 2011, DCP Partners merged two whmNwed subsidiaries acquired in the Marysville asgign and converted
the combined entity’s organizational structure frarmmorporation to a limited liability company. Thésnversion to a limited liability
company triggers tax liabilities, resulting fromiliin tax gains recognized in the transactionpicome currently payable.
Accordingly, $35 million of estimated deferred thabilities associated with this transaction andaeled at December 31, 2010,
became current tax liabilities as of January 4, R0lhese tax liabilities are unrelated to the tabilities of Marysville for which the
indemnity escrow has been established. We estithate¢hese tax liabilities may be greater or ldgmtthe $35 million currently
recorded in deferred income taxes in our balaneeshs of December 31, 2010.

We have updated our accounting for the Marysvillsibess combination for the fair value of assetyured and liabilities
assumed including intangible assets and propelant@nd equipment and goodwill. The December 3L @consolidated balance
sheet included in this report has been retrospelstiadjusted to reflect the impact of changes tofneliminary purchase accounting
for Marysville.. The purchase price allocation iliminary and is based on initial estimates of faalues at the date of acquisition.
We are currently evaluating the preliminary purahasice allocation, which will be adjusted as adxial information relative to the
fair values of assets and liabilities becomes amd. This allocation may change in subsequenniira statements pending the final
estimates of fair value and the final outcome of estimated tax liabilities. The preliminary purdgprice allocation reported in our
condensed financial statements issued on Febr@rgdil1 compared to the preliminary purchase paitecation included in this
report is as follows:

As Previously  As Currently

Reported Reported
December 31, December 31,
2010 2010 Change
(millions)

Aggregate consideration ....................eeeeeereenn. $ 101 % 101 % —
CaSh i $ 3 $ 3 $ —
Accounts receivab .......ccccccciei 1 1 —
[N VZ=T 0] (o] o YU 6 5 (1)
Other CUrrent @SSE........ccoveeeeeeeiiiiiiiiineeeeeeeee, 1 1 —
Property, plant and equipme.............coevvveeeenns, 13C 58 (72)
Intangible asse..........ovvciiiiiiiieee e — 32 32
L€ To o o 1. 1| PP — 4C 40
Other [oNE-term asse .......coevvviiiieeee i, — 1 1
Deferred inCOME taX:.........ccooevuvreeeeereiiiiinnnas, (35) (35) —
Other current liabilities. ..................ommmeeeevrenn, (5) (5) —

Total preliminary purchase price allocation......... $ 101§ 101 % —

On July 30, 2010, DCP Partners acquired Atlantieigy, a wholly-owned subsidiary of UGI Corporatidor $49 million plus
propane inventory and other working capital of $fiflion. DCP Partners has incurred additional pdsising purchase price
adjustments for net working capital of $2 millicley an aggregate purchase price of $68 millionaftic Energy has a contractual
agreement with Spectra Energy, the supplier ofatguired propane inventory, in which the final jgriaf the acquired inventory will
be determined based upon index rates at establisiiack dates. Atlantic Energy’s sales agreemepéssy floating pricing terms in
excess of the floating pricing terms establishethimcontractual agreement with Spectra. The adepnsvas financed at closing with
borrowings under the DCP Partners’ revolving créaliility. Atlantic Energy owns and operates a marimport terminal with 20
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million gallons of above ground storage in the RafrChesapeake, Virginia. The assets serve as lgppint for propane customers
in the mid-Atlantic region, and will extend DCP Raers’ existing northeast U.S. wholesale propargrass into the mid-Atlantic.

The purchase price allocation is preliminary antlased on initial estimates of fair values at tla¢edof the acquisition. We will
continue to evaluate the initial purchase priceedltion, which may be adjusted as additional infation relative to the fair value of
assets and liabilities becomes available. The miakry purchase price allocation is as follows:

(millions)
Aggregate coNSIAEration...................coememreeeerenenns $ 68
Accounts receivab..........c..ueeveeiiiiiiiiiie e $ 3
INVENTOIY ..o 17
Property, plant and equifent..........cccccceeeeeninnene. 15
Intangible asse.........cccooiiiiiiiiiii, 27
GOOAWIll....ooei e 7
Other liabilities ..........cceveveeeiiecieemece e )
Total preliminary purchase price allocation............. $ 68

On July 30, 2010, DCP Partners acquired an additib% interest in Black Lake Pipeline CompanyBtack Lake, from an
affiliate of BP PLC, for $15 million in cash, fin@ed at closing with borrowings under the DCP Paheevolving credit facility,
bringing DCP Partners’ ownership interest in Blaake to 100%. Prior to this transaction, we accedrfor Black Lake under the
equity method of accounting. Subsequent to thisdaation we account for Black Lake as a consolidatgbsidiary through our
interest in DCP Partners. As a result of acquiramgadditional 50% interest in Black Lake, we hagemeasured our initial 50%
interest in Black Lake to its fair value. Accordiggwe recognized a gain of $9 million in step agition — equity interest re-
measurement gain in our consolidated statemenpefations for the year ended December 31, 2010;hveflects the increase from
the net assets historical carrying value, to thieassets fair value for our initial 50% interest.

The calculation of the step acquisition — equitieirest re-measurement gain is as follows:

(millions)
Fair value of 50% equity interest in Black Lake...........cccccccvvveeeevennnnnenenn. $ 15
Less: Carrying value of 50% equity interest in Bddake..............occvvveeeen, 6
Step acquisition — equity interest re-measuremeim g............oooeeeeeiiiiee $ 9

On June 29, 2010, we acquired the Raywood procggdant and Liberty gathering system, which arealecl in Liberty County,
Texas, from Ceritas Holdings, LP, or Ceritas, f@®@3$nillion, subject to customary purchase priceuattpents. We may pay up to an
additional $6 million to Ceritas based upon recgvef certain currently non-producing wells over @rjpd of approximately one year.
We initially recorded a liability in other curretiabilities of $3 million, which represented theifaalue of the contingent
consideration. As of September 30, 2010, we reasskthe fair value of the contingent consideratiod adjusted the fair value of the
liability to $2 million, and there has been no clgarto our assessment of the fair value of the cw@nt consideration as of December
31, 2010. This liability is recorded in other cuntdiabilities within the consolidated balance stsea&s of December 31, 2010.

Accordingly, we have recognized $1 million as afsef to operating expense within the consolidag=iilts of operations during the
year ended December 31, 2010.
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The acquired system will connect with our exists@utheast Texas assets. The purchase price aiodatpreliminary and is
based on initial estimates of fair values at theedasf the acquisition. We will continue to evaluale initial purchase price allocation,
which may be adjusted as additional informatioratigk to the fair value of working capital becorrasilable. The preliminary
purchase price allocation is as follows:

(millions)
Cash consideration................c.co.....cmmmer. 3 79
Property, plant and equipme................... $ 3&
Intangible asse........cccccooviiiiiiiinn 3E
GOoOdWill .eeveeeeeeee e, 12
Othercurrentasset............coeeeeevcvnnvnnnnns 3
Othei curren liabilities .................oooeeeee 3)
Contingent consideratian....................... 3)
Total preliminary purchase price allocation $ 7¢

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

During the years ended December 31, 2010, 2002808, we paid tax distributions of $275 million, Znillion and $721
million, respectively, based on estimated annugdlde income allocated to ConocoPhillips and SygeEtmergy according to their
respective ownership percentages at the date #telditions became due. During the years ended bbee 31, 2010, 2009 and
2008, we declared and paid dividends of $300 milli$110 million and $1,140 million, respectively, $pectra Energy and
ConocoPhillips, allocated in accordance with thheBpective ownership percentages.

During the years ended December 31, 2010, 2002808, DCP Partners paid distributions of $57 mili@50 million and $45
million, respectively, to its public unitholders.

ConocoPhillips

Long-Term NGL Purchases Contract and TransactiengVe sell a portion of our residue gas and NGL£mnocoPhillips. In
addition, we purchase natural gas from and progalering, transportation and other services todCofhillips. Approximately
40% of our NGL production is committed to Conocolé and CP Chem, both related parties, undendstiag 15-year contract,
which expires in 2015. Should the contract not éeeagotiated or renewed, it provides for a five yedable wind-down period
through 2020. The NGL contract also grants Conodtpthe right to purchase at index-based pricegain quantities of NGLs
produced at processing plants that are acquiretbacdnstructed by us in the future in various ctiesin the Mid-Continent and
Permian Basin regions, and the Austin Chalk area.amticipate continuing to purchase and sell ttemsamodities and provide these
services to ConocoPhillips in the ordinary courfbusiness.

On January 1, 2011, we entered into a 15-year gattp@nd processing agreement with ConocoPhilligsereby ConocoPhillips
has dedicated all of its natural gas productiorhimitan area of mutual interest in Oklahoma and BeXéis contract replaces and
extends certain contracts that we previously hatth @onocoPhillips.

Spectra Energy

Commodity Transactions- We sell a portion of our residue gas and NGLspgorchase natural gas and other petroleum products
from, and provide gathering, transportation anceotfervices to Spectra Energy. Management antiespatntinuing to purchase and
sell commodities and provide services to Spectrargyin the ordinary course of business.

DCP Partners has a propane supply agreement wetht&pEnergy, effective from May 1, 2008 throughriéB0, 2012, which
provides DCP Partners propane supply at its Praxddanarine terminal for up to approximately 120lioi gallons of propane
annually. On June 15, 2010, DCP Partners entettedaim amendment to the supply agreement to shéneeterm of the agreement by
two years to April 30, 2012, which previously temmated on April 30, 2014. In consideration for sleming the term, Spectra Energy
has provided DCP Partners a cash payment of $3omjlivhich has been recognized as an offset to affreg and maintenance
expense in the consolidated results of operations.
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In conjunction with DCP Partners’ acquisition oflattic Energy in July 2010, DCP Partners’ acquieggropane supply
agreement with Spectra Energy, effective from Mag@10 to April 30, 2012, which provides DCP Parsigropane supply for its
Chesapeake marine terminal, for up to approxima@élynillion gallons of propane annually.

In December 2010, Spectra Energy’s internationappne supplier breached its contract with Spectrar§y by failing to make
certain scheduled propane deliveries that wereetdddivered to us under our propane supply contraith Spectra Energy. We were
able to secure spot shipments on the open markepate higher than our contract price to coversth missing deliveries. In
December 2010 Spectra Energy made a $17 milliomyzay to us to reimburse us for the damages we neclior our open market
purchases.

Transactions with DCP Partners

On November 4, 2010, we entered into agreements R@EP Partners, to sell a 33.33% interest in thePXbutheast Texas
business for $150 million. The DCP Southeast Tdxasiness is a fully integrated midstream businesglincludes: 675 miles of
natural gas pipelines; three natural gas procegdings totaling 350 MMcf/d of processing capacitgtural gas storage assets with 9
Bcf of existing storage capacity; and NGL markeliviries direct to Exxon Mobil and to Mont Belviedia DCP Partners’ Black
Lake NGL pipeline. The terms of the joint venturgreement provide that DCP Partners’ distributiaisrf the joint venture for the
first seven years related to storage and transpontgross margin will be pursuant to a fee-basgdragement, based on storage
capacity and tailgate volumes. Distributions redéatie the gathering and processing business, aldtigreductions for all
expenditures, will be pursuant to our and DCP Radhrespective ownership interests in the DCP Beast Texas business. This
transaction closed on January 1, 2011. We will oarg to consolidate these assets in our finan¢&ements, through our 66.67%
interest in the joint venture and our consolidatadiDCP Partners.

Transactions with other unconsolidated affiliates

We sell a portion of our residue gas and NGLs targhase natural gas and other petroleum produais,fand provide gathering
and transportation services to, unconsolidatediatis. We anticipate continuing to purchase andceenmodities and provide
services to unconsolidated affiliates in the ordyneourse of business.

The following table summarizes our transactiondwiélated parties and affiliates:

Year Ended December 31,

2010 2009 2008
(millions)
ConocoPhillips:
Sales of natural gas and petroleum products tdiatk...................... $ 236t $ 2,09 $ 3,41
Transportation, storage and ProCes ..........ccoecueeeveveeeesiineeeesnieneanns $ 18 $ 24 $ 17
Purchases of natural gas and petroleum products &ffiliates ........... $ 43t $ 35¢€ $ 68¢
Operating and general and administrative expe............ccccceeevveeenn, $ 4 $ 5 $ 2
Spectra Energy:
Sales of natural gas and peeum products to affiliate...................... $ 1 $ — $ —
Transportation, storage and ProCes .......ccoevveeeeeveveeviiiieeeeeeeeennnnnnn $ — $ 1 $ —
Purchases of natural gas and petroleum products &ffiliates (a)...... $ 173 $ 182 $ 172
Operating and general and administrative eXpé............ccuveeeeeenninn, $ 6 $ — $ 7
Unconsolidated affiliates:
Sales of natural gas and petroleum products tdiattk...................... $ 48 $ 43 $ 94
Transportation, storage and ProCes .........ccooeueeevieeeeesiinieeessieeeenes $ 1¢ $ 14 $ 2€
Purchases of natural gas and petroleum products &ffiliates ........... $ 128 $ 11z $ 184

(@) Includesa $17 million payment receivein December 201(for reimbursement of damagwe incurrec
when an international propane supplier breachecbitdract with Spectra Energy.
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We had balances with related parties and affili@® $ollows:

December 31,

2010 2009
(millions)
ConocoPhillips:
Accounts receivab ............coceeveenen. $ 221 $ 237
Accounts payab ...........cceeeeeeieeeiieeennn, $ (46) % (41)
Other asse ......cccceeveeeecveeeeeieee e, $ 2 % —
Spectra Energy:
Accountsreceivab ............cccccvveeeennn. $ 2 3 2
Accounts payab ........cccccoecciieniiinenn, $ (200 % (27
Other asse ......cccceeveeeeeeeeeeeiieeeeee, $ 2 3 —
Unconsolidated affiliates:
Accounts receivab ............ccceeveenen. $ 16 $ 16
Accounts payab ........c..cceveeeiieeeineeennn, $ (13) % (22)
6. Inventories
Inventories were as follows:
December 31,
2010 2009
(millions)
Natural ga ....ccccoeeeevieeiieeeee e, $ 11 % 1¢
NGLS ...ttt 97 64
Total INVeNtories..........c.ccccovveeveeveennee. $ 108 $ 83
7. Property, Plant and Equipment
Property, plant and equipment by classificatioassfollows:
Depreciable December 31
Life 2010 2009
(millions)
Gatherincand transmission syste ............... 15-30year $ 541 $ 532z
Processin, storage and terminal facilic (a).. 20 - 50 year: 2,807 2,517
(@ 1 1= 3- 30 year: 253 235
Construction work in progress.................... 54t 21¢
Property, plant and equipme...................... 9,04¢ 8,292
Accumulated depreciation...................c.ce.... (3,759 (3,370
Property, plant and equipment, net.......... $ 5287 $ 4,22

(@) Includes $58 million of property, plant and equipmeurchased through DCP
Partners’ acquisition of Marysville on December 2010.

During the year ended December 31, 2010, we resasskour major classes of property, plant and eqeigt and changed the
presentation.

Depreciation expense for the years ended Decenthet@L0, 2009 and 2008 was $390 million, $384 milland $344 million,
respectively. Interest capitalized on construcoojects in 2010, 2009 and 2008, was $13 milliob] $nillion and $10 million,
respectively.

Asset Retirement Obligations- As of December 31, 2010 and 2009, we had $7%oniland $73 million, respectively, of asset
retirement obligations in other long-term liab#isi in the consolidated balance sheets. Accretipemrse for the years ended
December 31, 2010, 2009 and 2008 was $5 millionyison and $5 million, respectively, which is rerded within operating and
maintenance expense in our consolidated staterméofserations.
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The following table summarizes changes in the asteement obligations, included in our balanceeits:

December 31

201( 200¢
(millions)
Balance, beginning of perit.........cccociiiiiiiiiiiee $ 73 % 68
ACCIEtION EXPENS ...ttt eee ettt e e e et e eeeeeeaaaaaeaeeeeeeees 5 5
LiabilitieS INCUITEL.....ooo i 2 1
Liabilities SEHE .............cv.evveeer e 1) 1)
Balan@, end 0f PEFIO.........cooveeeeeeeeeeeeeeee e, $ 79 $ 73

We identified various assets as having an indeteamei life, for which there is no requirement toadsdish a fair value for future
retirement obligations associated with such as3dtsse assets include certain pipelines, gathaystems and processing facilities.
A liability for these asset retirement obligationdl be recorded only if and when a future retirem@bligation with a determinable
life is identified. These assets have an indeteatg@iife because they are owned and will operatefoindeterminate future period
when properly maintained. Additionally, if the pimm of an owned plant containing asbestos weregtorodified or dismantled, we
would be legally required to remove the asbestos.drently have no plans to take actions that woahuire the removal of the
asbestos in these assets. Accordingly, the fairevaf the asset retirement obligation related ts #sbestos cannot be estimated and
no obligation has been recorded.

8. Goodwill and Intangible Assets
The change in the carrying amount of goodwill iSalfows:

December 31,

2010 2009
(millions)
Beginning of perio ........cccccccveevieer i, $ 66z $ 65¢
ACQUISItIONS ...cevvveevieiieeee e 5¢ 4
End of period........ccooeeveeeiieeeeee e, $ 721 % 662

Goodwill increased in 2010 by $40 million as a riesi DCP Partners’ acquisition of Marysville, $1illion as a result of our
acquisition from Ceritas and by $7 million as auk®f DCP Partners’ acquisition of Atlantic Energy

Our annual goodwill impairment tests indicated that reporting units’ fair value exceeded the cargyor book value; therefore,
we did not record any impairment charges duringytbars ended December 31, 2010, 2009 and 2008.

Intangible assets consist of customer contractduding commodity purchase, transportation and essing contracts, and
related relationships. The gross carrying amoudtastumulated amortization of these intangible &ssare included in the
accompanying consolidated balance sheets as ifti@ragsets, net, and are as follows:

December 31,

2010 2009
(millions)
Gross carrying @amouU..........cceeeeeeeeeeeeeennnn. $ 52: % 42¢€
Accumulated amortizatian...................... (136 (113
Intangible assets, Net.........c....cue...... $ 387 $ 31z

Intangible assets increased in 2010 by $35 miliasra result of our acquisition from Ceritas, $32liom as a result of DCP
Partners’ acquisition of Marysville, by $27 millias a result of DCP Partners’ acquisition of AtiarEnergy and $3 million as a
result of DCP Partners’ acquisition of an additibb@% interest in Black Lake.

For the years ended December 31, 2010, 2009 and, 280 recorded amortization expense of $23 mill®2] million and $21

million, respectively. As of December 31, 2010, teenaining amortization periods ranged from lesstbne year to 25 years, with a
weighted-average remaining period of approximaiéyears.
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The weighted-average remaining amortization forg88 million of intangible assets acquired with @aquisition from Ceritas
is 15 years. The weighted-average remaining anatitin for the $27 million of intangible assets argd with DCP Partners’
acquisition of Atlantic Energy is 25 years. The gleied-average remaining amortization for the $3iamlof intangible assets
acquired with DCP Partners’ acquisition of an aibdiil 50% interest in Black Lake is 20 years.

The weighted-average remaining amortization is @arg for the $32 million of intangible assets acgdiwith DCP Partners’
acquisition of Marysville.

Estimated future amortization for these intangiddsets is as follows:

Estimated Future Amortization

(millions)
2011 $ 25
2012, 26
2013 26
2014, 20
2015 . 19
Thereafter................. 271

Total v $ 387

9. Investments in Unconsolidated Affiliates

We have investments in the following unconsolidaafdiates accounted for using the equity method:

2010 and 2009 December 31,
Ownership 201( 200¢
(millions)
Discovery Producer Servic, LLC .........ccccecvviveeeennn, 40.00¥% $ 10t $ 107
Main Pass Oil Gathering COmMpe.........c.oeeuvveeeeennnn, 66.67% 32 37
MONE BEIVIEU ..covvveiiiiieie e 20.00¥% 12 13
Sycamore Gas System General Partne................... 48.45% 8 9
Other unconsolidated affiliates.........coveeeeeevevvecernne. Various 2 9
Total investments in unconsolidated affilic...... $ 15¢ § 17

There was a deficit between the carrying amourthefinvestment and the underlying equity of DisagMeroducer Services,
LLC of $35 million and $38 million at December 32010 and 2009, respectively, which is associatetl,veind is being accreted over
the life of, the underlying long-lived assets ofdbovery.

There was an excess of the carrying amount ofrikestment over the underlying equity of Main PagsGathering Company of
$9 million and $10 million at December 31, 2010 &@09, respectively, which is associated with, &bleing amortized over the life
of, the underlying long-lived assets of Main Pass.

There was a deficit between the carrying amourthefinvestment and the underlying equity of Mont\Beu | of $7 million and
$8 million at December 31, 2010 and 2009, respetyiwhich is associated with, and is being acateteer the life of, the
underlying long-lived assets of Mont Belvieu I.

There was an excess of the carrying amount ofrirestment over the underlying equity of Sycamors Ggstem General

Partnership of $4 million and $5 million at Decemid,, 2010 and 2009, respectively, which is assedavith, and is being
amortized over the life of, the underlying long4€it assets of Sycamore.
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Earnings from unconsolidated affiliates amounteth&following:

Year Ended December 31,

2010 2009 2008
(millions)
Discovery Producer Servic, LLC ...........cccovvevieiiiiiireeee e, $ 28 3 1€  $ 17
Main Pass Oil Gathering COMPE......ccccccvvvrirriieiieeeieieeieereeeeeeeeees 4 5 2
MONE BEIVIEU ....evviiiiiiiiiiieieeeee ettt e e e e e e e e e e e eree e e e e e e e e e aaeeaaa e, 5 2 (1)
Sycamore Gas System General Partne .........ccccccevvvviieee e, — (1) —
Other unconsolidated affiliates. ............cceeceeeerieieiiciecece e — 2 2
Total earningfrom unconsolidated affiliate....................c.ccc....... 34 24 2C

The following summarizes combined financial infoitioa of unconsolidated affiliates:

Year Ended December 31,

2010 2009 2008
(millions)
Income Statement:
Operating revenu................. $ 30z $ 247 $ 33¢€
Operating expens................. $ 22z $ 18¢ $ 307
Netincome.........cooeeeveenen, $ 78 3 5¢ $ 34

December 31

201( 200¢
(millions)
Balance shee

Current asse........ccceevvveenns $ 6€ $ 8C
Long-term asse ................... 49¢ 537
Current liabilities................... (28) (29)
Long-term liabilities.............. (47) (43)

Net assets .......cooveveenns, $ 481 § 54

10. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation hatologies for derivative financial assets andiliies, as well as short-term
and restricted investments, which are measurediavélue. Fair values are generally based uponiefimarket prices, where
available. If listed market prices or quotes ar¢ available, we determine fair value based uporeak@t quote, adjusted by other
market-based or independently sourced market detia as historical commodity volatilities, crude fiture yield curves, and/or
counterparty specific considerations. These adjastsresult in a fair value for each asset or ligpunder an “exit price”
methodology, in line with how we believe a marketpd participant would value that asset or liabilfpese adjustments may include
amounts to reflect counterparty credit quality, gffect of our own creditworthiness, the time valfenoney and/or the liquidity of
the market.

« Counterparty credit valuation adjustments are nesogswhen the market price of an instrument isindtcative of the fair
value as a result of the credit quality of the ctarparty. Generally, market quotes assume thatoalhterparties have near
zero, or low, default rates and have equal credéliy. Therefore, an adjustment may be necessargftect the credit
quality of a specific counterparty to determine fai value of the instrument. We record countetparedit valuation
adjustments on all derivatives that are in a neeaposition as of the measurement date in accoslafith our established
counterparty credit policy, which takes into accbany collateral margin that a counterparty mayénpoested with us as
well as any letters of credit that they have pradd

« Entity valuation adjustments are necessary to ceflee effect of our own credit quality on the faialue of our net liability
position with each counterparty. This adjustmehketinto account any credit enhancements, sucblégeral margin we
may have posted with a counterparty, as well aslattgrs of credit that we have provided. The mekblogy to determine
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this adjustment is consistent with how we evaluaianterparty credit risk, taking into account owrocredit rating, current
credit spreads, as well as any change in such dpr&iace the last measurement date.

» Liquidity valuation adjustments are necessary wiverare not able to observe a recent market pricéiiancial instruments
that trade in less active markets for the fair vata reflect the cost of exiting the position. Extlye traded contracts are
valued at market value without making any additioreuation adjustments and, therefore, no liquidéserve is applied.
For contracts other than exchange traded instrusner mark our positions to the midpoint of the laigk spread, and record
a liquidity reserve based upon our total net positiWe believe that such practice results in thestmeliable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfblsis and the valuation adjustments describedebo calculated on this
basis. We believe that the portfolio level approaspresents the highest and best use for thes¢ésasséhere are benefits inherent in
naturally offsetting positions within the portfolat any given time, and this approach is consistétit how a market participant
would view and value the assets and liabilitiesh&lgh we take a portfolio approach to managingé¢hassets/liabilities, in order to
reflect the fair value of any one individual corttavithin the portfolio, we allocate all valuatiadjustments down to the contract
level, to the extent deemed necessary, based ugwar ¢he notional contract volume, or the contrealue, whichever is more
applicable.

The methods described above may produce a faievedlculation that may not be indicative of netlizgble value or reflective
of future fair values. While we believe that oudwation methods are appropriate and consistent attler market participants, we
recognize that the use of different methodologieassumptions to determine the fair value of cerfaancial instruments could
result in a different estimate of fair value at tleporting date. We review our fair value policias a regular basis taking into
consideration changes in the marketplace and,aéasary, will adjust our policies accordingly. S¢ate 12, Risk Management and
Hedging Activities, Credit Risk and Financial Instnents.

Valuation Hierarchy

Our fair value measurements are grouped into atleeel valuation hierarchy. The valuation hieraréhbased upon the
transparency of inputs to the valuation of an assdiability as of the measurement date. The tHexels are defined as follows:

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

* Level 2 —inputs include quoted prices faimilar assets and liabilities in active markets, and isgghat are observable for
the asset or liability, either directly or indirégtfor substantially the full term of the finandimstrument.

* Level 3—inputs are unobservable and considergdificant to the fair value measurement.

A financial instrument’s categorization within théerarchy is based upon the input that requireshibbest degree of judgment
in the determination of the instrument’s fair vall®llowing is a description of the valuation mettodogies used as well as the
general classification of such instruments purstatie hierarchy.

Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financial fnements, which may include exchange traded insénts (such as New York
Mercantile Exchange, or NYMEX, crude oil or natugals futures) or over-the-counter, or OTC, instratsgsuch as natural gas
contracts, costless collars, crude oil or NGL swapse exchange traded instruments are generafiged on the NYMEX
exchange with a highly rated broker dealer senaadhe clearinghouse for individual transactions.

Our activities expose us to varying degrees of cardity price risk. To mitigate a portion of this ksand to manage commodity
price risk related primarily to owned natural gasrage and pipeline assets, we engage in natusshgset based trading and
marketing, and we may enter into natural gas andeil derivatives to lock in a specific margin alhmarket conditions are
favorable. A portion of this may be accomplishetbtiigh the use of exchange traded derivative cotgr&uch instruments are
generally classified as Level 1 since the valuegsal to the quoted market price of the exchangedd instrument as of our balance
sheet date, and no adjustments are required. Dépgadon market conditions and our strategy we mater into exchange traded
derivative positions with a significant time horizéo maturity. Although such instruments are exd®traded, market prices may
only be readily observable for a portion of the alimn of the instrument. In order to calculate fa# value of these instruments,
readily observable market information is utilizexdthe extent it is available; however, in the eviat readily observable market data
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is not available, we may interpolate based uporeolable data. In instances where we utilize anrputated value, and it is
considered significant to the valuation of the cant as a whole, we would classify the instrumeithim Level 2. In certain limited
instances, we may extrapolate based upon thedaslily observable data, developing our own expeutadf fair value. To the extent
that we have utilized extrapolated data, and @dasidered significant to the valuation of the gant as a whole, we would classify
the instrument within Level 3.

We also engage in the business of trading energye@ products and services, which expose us tketaariables and
commodity price risk. We may enter into physicahtracts or financial instruments with the objectofearealizing a positive margin
from the purchase and sale of these commodity-bamstciments. We may enter into derivative instrumsefor NGLs or other energy
related products, primarily using the OTC derivatiastrument markets, which are not as active @&pad as exchange traded
instruments. Market quotes for such contracts may be available for short dated positions (up itoreonths), and an active market
itself may not exist beyond such time horizon. Gants entered into with a relatively short time ilzon for which prices are readily
observable in the OTC market are generally clasdifiithin Level 2. Contracts with a longer time fmam, for which we internally
generate a forward curve to value such instrumemtsgenerally classified within Level 3. The imally generated curve may utilize
a variety of assumptions including, but not limiteex] data obtained from third party pricing senscaistorical and future expected
relationship of NGL prices to crude oil prices, tkmowledge of expected supply sources coming og, lexpected weather trends
within certain regions of the United States, ane finture expected demand for NGLs.

Each instrument is assigned to a level within tierdrchy at the end of each financial quarter defiegmupon the extent to which
the valuation inputs are observable. Generallyinatrument will move toward a level within the hégchy that requires a lower
degree of judgment as the time to maturity appreachnd as the markets in which the asset tradikkely become more liquid and
prices more readily available in the market, theducing the need to rely upon our internally depeld assumptions. However, the
level of a given instrument may change, in eitheection, depending upon market conditions andatailability of market
observable data.

Interest Rate Derivative Assets and Liabilities

We use interest rate swap agreements as part aivarall capital strategy. These instruments effety exchange a portion of
our floating rate debt for fixed rate debt or oixefd rate debt for floating rate debt. The swaps @enerally priced based upon a
London Interbank Offered Rate, or LIBOR, instrumauith similar duration, adjusted by the credit spdebetween our company and
the LIBOR instrument. Given that a portion of theap value is derived from the credit spread, whichy be observed by comparing
similar assets in the market, these instrumentglkassified within Level 2. Default risk on eithside of the swap transaction is also
considered in the valuation. We record counterpeargyglit and entity valuation adjustments in theuadion of our interest rate swaps;
however, these reserves are not considered tosigndicant input to the overall valuation.

Restricted Investments

We were required to post collateral to secure #grentloan portion of DCP Partners’ credit facilitys of December 31, 2010, we
held no restricted investments, as a result oGP Partners’ term loan facility being fully repaddring the first quarter of 2010.

Long-Term Assets

We offer certain eligible executives the opportyni participate in DCP Midstream LP’s Non-Qualdi&xecutive Deferred
Compensation plan, and have elected to fund aguoudf this participation by investing in company o&d life insurance policies.
These investments are reflected within our conséid balance sheets as long-term assets and asileoed financial instruments
that are recorded at fair value, with any changefair value being recorded as a gain or loss m¢bnsolidated statements of
operations. Given that the value of these life nasice policies is determined based upon certaitigyttraded mutual funds whose
value is readily observable in the marketplaces¢himvestments are classified within Level 2.

Nonfinancial Assets and Liabilities

We utilize fair value on a non-recurring basis ®rform impairment tests as required on our propegnt and equipment,
goodwill and intangible assets. Assets and liabsitacquired in business combinations are recoaddokir fair value on the date of
acquisition. The inputs used to determine suchvfaiue are primarily based upon internally develbpash flow models and would
generally be classified within Level 3, in the evémat we were required to measure and record sigslts at fair value within our
consolidated financial statements. Additionally, uge fair value to determine the inception valu®of asset retirement obligations.
The inputs used to determine such fair value anmgrily based upon costs incurred historically $imilar work, as well as estimates
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from independent third parties for costs that wolédincurred to restore leased property to the rmanttially stipulated condition, and
would generally be classified within Level 3.

We utilize fair value on a recurring basis to mesour contingent consideration that is a result@tfain acquisitions. The
inputs used to determine such fair value are prilpaased upon internally developed cash flow madeid are classified within
Level 3.

The following table presents the financial instrurtgecarried at fair value as of December 31, 2046 2009, by consolidated
balance sheet caption and by valuation hierarchygescribed above:

December 31, 2010 December 31, 2009
Total Total
Carrying Carrying
Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value
(millions)

Current assets (a):

Commodity derivative...................... $ 41 3% 52 % 5 $ 14§ 72 $ 111 $ 77 $ 25¢€

Interest rate derivativi..................... $ —  $ 1 3 — 3 1 % — 3 % — 3 3
Long-term assets:

Commodity derivatives (f................. $ 1 % 4 3% c 258§ 9 3 14 $ 18 3 41

Restricted investmer....................... $ — 3 — — % — 3 — 8 1c ¢ —  $ 1C

Company owned life insurance ...... $ — 3 16 % — 1€ $ — — — 3 —
Current liabilities:

Commodity derivatives ()................. $ 45 $ 73 $ 45 $ (163, $ (20) $ (101 $ 88 $ (209

Interest rate derivatives |................. $ — 3 an s — 3 a7 s — 3 200 % — 3 (20)

Acquisition related contingel

consideration (€)........ccccoveveeveeurnnn. $. —  $ — 3 2 $ 2 $ — 3 — 3 — 3 —

Long-term liabilities:

Commodity derivatives (................ $ 14, $ (40) $ 1 $ (55 $ (3 $ 67 $ 6) $ (66)

Interest rate derivatives ................. $ — 8 (10) $ — 3 (10) $ — 3 12) $ — 3 (12)

(a) Included in current unrealized gains on derivafivetruments in our consolidated balance sheets.
(b) Included in long-term unrealized gains on derivatinstruments in our consolidated balance sheets.

(c) Included in other long-term assets in our consdédaalance sheets.

(d) Included in current unrealized losses on derivatigtruments in our consolidated balance sheets.
(e) Included in other current liabilities in our congtdted balance sheets.
(f) Included in long-term unrealized losses on deriatnstruments in our consolidated balance sheets.

Changes in Level 3 Fair Value Measurements

The tables below illustrate a rollforward of the aamts included in our consolidated balance shemtdédrivative financial
instruments that we have classified within LevelT8e determination to classify a financial instrurhevithin Level 3 is based upon
the significance of the unobservable factors usedkitermining the overall fair value of the instrent. Since financial instruments
classified as Level 3 typically include a combimettiof observable components (that is, componeiatisate actively quoted and can
be validated to external sources) and unobsenaigponents, the gains and losses in the table belawinclude changes in fair
value due in part to observable market factorg;t@nges to our assumptions on the unobservable @oemps. Depending upon the
information readily observable in the market, amdfe use of unobservable inputs, which are sigaitiit to the overall valuation, the
classification of any individual financial instrumiemay differ from one measurement date to the niexthe event that there is a
movement to/from the classification of an instrurnas Level 3, we have reflected such items in eit@eé below within the “Transfers
into Level 3” and “Transfers out of Level 3” captis.
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We manage our overall risk at the portfolio levahd in the execution of our strategy, we may usembination of financial
instruments, which may be classified within anydksince Level 1 and Level 2 risk management unstents are not included in the
rollforward below, the gains or losses in the tatbtenot reflect the effect of our total risk managent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Year ended December 31, 2010:
Beginning balant..........cccooeiiiiiiiie e $ 72 $ 18 3 88 ¢ (6)
Net realized and unrealized gains (losses) includesghrning ..... 5& ) (36) 5
Transfers iNto LeVEl 3 (1 ...uvveveiiiiiieeeieee e — — — —
Transfers out of LeVel 3 (..o, 4) — 1 —
Purchases, issuances and settlements, net...............ccccceeu.... (74) (8] 78 —
ENAING DAIANCE ... $ 5 $ icC $ (45 3 1)
Net unrealized gains (losses) still held includeearnings (b)... $ 5 $ (6) $ (45, $ 5
Year ended December 31, 2009:
Beginning balant..........cccooiiiiiiiii $ 21C % 22 3 (155, $ (44)
Net realized and unrealizegains(losses included in earninc..... 33 4) (30) 38
Net fransfers(out) of/in to Level 3(C) ........ccveriiiiiiiiiiieiieee — — 3 —
Purchases, issuances and settlement...................ccoevevrennee. (170 — 94 —
ENAING DAIANCE ........coovvveceeeeeeeeeeeeee e $ 72 $ 18 $ (88) $ (6)
Net unrealized gains (losses) still held includeearnings (b)... $ 72 $ 1 3 (88 % 38

(@) Amounts transferred in and amounts transferrecaoaireflected at fair value as of the end of thequk

(b) Represents the amount of total gains or lossethfoperiod, included in trading and marketing gaimet, attributable to
changes in unrealized gains or losses relating$eis and liabilities classified as Level 3 that still held as of December
31, 2010 and 2009.

(c) Amounts transferred in are reflected at the faiueaas of the beginning of the period and amourgsgferred out are
reflected at the fair value at the end of the pério

During 2010, we recognized the fair value of ountingent consideration, which is classified as Le3én relation to our
acquisition from Ceritas of $3 million, and the pbase of an additional interest in a subsidiargbimillion, which we recorded to
other current liabilities in our consolidated batarsheets. During the year ended December 31, 2@1@-assessed the fair value of
the contingent consideration and adjusted theviaiue of the liability to $2 million. Accordinglywe recognized $2 million as an
offset to operating expense within the consolidat=iilts of operations during the year ended Deearh, 2010.

During the year ended December 31, 2010, we hasiguificant transfers into and out of Levels 1,@&3. To qualify as a
transfer, the assets or liability must have existethe previous reporting period and moved intdifferent level during the current
reporting period.

Estimated Fair Value of Financial Instruments

We have determined fair value amounts using avhilatarket information and appropriate valuation ineglologies. However,
considerable judgment is required in interpretingrket data to develop the estimates of fair valiecordingly, the estimates
presented herein are not necessarily indicatiih®famounts that we could realize in a current raagkchange. The use of different
market assumptions and/or estimation methods meg hanaterial effect on the estimated fair valueoants.

The fair value of restricted investments, accountivable, accounts payable and short-term borrgsvare not materially
different from their carrying amounts because & smort-term nature of these instruments or thiedteates approximating market
rates. Unrealized gains and unrealized losses dualizve instruments are carried at fair value. #&fDecember 31, 2010, the carrying
and fair value of our long-term debt, including cemt maturities of long-term debt, was $3,473 roifliand $3,790 million,
respectively. As of December 31, 2009, the carryang fair value of our long-term debt, includingreent maturities of long-term
debt, was $3,641 million and $3,830 million, respesly. We determine the fair value of our variabéte debt based upon the
discounted present value of expected future cashd] taking into account the difference betweendbmetractual borrowing spread
and the spread for similar credit facilities avaikin the marketplace.
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11. Financing
December 31,
2010 2009
(millions)

) a1 A (=T g o To (o Y T Vo TSRO $ 187 % 3
DCP Midstream’s debt securities:

Issued August 2000, interest at 7.875% payable aemuially, due August 2010) ........... — 80C

Issued January 2001, interest at 6.875% payablésemally, due February 2011 ........ 25C 25C

Issued November 2008, interest at 9.700% payabesseually, due December 2C........ 25C 25C

Issued October 2005, interest at 5.375% payeemiannually, due October 2C.............. 20C 20C

Issued February 2009, interest at 9.750% payalmes®ually, due March 20:............... 45C 45C

Issued March 2010, interest at 5.350% payable semoially, due March 20:................... 60C —

Issued August 2000, interest ¢.125% payable semiannually, due August 203 ........... 30C 30C

Issued October 2006, interest at 6.450% payableéagemally, due November 20 ........... 30C 30C

Issued September 2007, interest at 6.750% payabhasnually, due September 2L(....... 45C 45C
DCF Partners’ debt securitie

Issued September 2010, interest at 3.2, payable semiannually, due October 2.......... 25( —
DCP Partners’ credit facility revolver, weigh-average variable interest ratel.14%

and 0.69%, respectively, due June 2012 (d) ... . 398 603
DCP Partners’ credit facilitterm loau, variable mterest rate 01 34% due June 2012 Lo — 10
Fair value adjustments related to interest ratepsfaa value hedges () (D) (.....ooveeneeeeee 37 40
UNAMOTEZE GISCOUNT ...t e e ee e e e et e e e e e e e e e eeeeeee et e s meseeeenenen (12) (12)
10 ] 7= I [T SRR PPPUPPPRPP 3,66C 3,644
Current maturities of lor-term deb...........ooo (250 (800;
SOOIt tEIM DOFTOWINGS. ......eeeeeceeeeeeememe ettt ettt ettt eneees s e s saees (187, (3)
LONG-LEIMN AEDL......e.viiviieiiieete et sttt e st e st e beese et e benesess et e sbesreansesaesreas $ 322 $ 2,841

(@) In July 2009, $500 million of debt was swapped tfhoating interest rate obligation. These swapsured in August

2010.
(b) In July 2009, $200 million of debt was swapped tfhaating interest rate obligation.
(c) In December 2008, the swaps associated with tHis dere terminated. The remaining long-term faituesof

approximately $37 million related to the swaps érg amortized as a reduction to interest expehsmugh the

maturity date of the debt.

(d) $275 million of interest rate exposure has beenppea to a fixed interest rate obligation with effige fixed interest
rates ranging from 3.97% to 5.19%, for a net effexinterest rate of 4.28% on the $398 million aftstanding debt

(e)

under the DCP Partners’ revolving credit facility e December 31, 2010.

The DCP Partners’ term loan facility was fully seed by restricted investments as of December 3092The term

loan was repaid during the first quarter of 2010.
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Approximate future maturities of long-term debtthe year indicated are as follows at December 8102

Debt Maturities

(millions)
20071 e $ 25C
200 e 39¢
200 e 25C
2001 —
200 e 45(
THEIEAMEN ...t 2,10(

3,44¢

Fair value adjustments related to interest ratepstaa
value hedges .......cccoevviieieennnnne. 37
Unamortized discou (12)
Current maturities of lor-term deb..............c.ccccueuee... (250,
LONG-tEIM AEDL ... o $ 3,22t

DCP Midstream'’s Debt Securities- In March 2010, we issued $600 million princigahount of 5.35% Senior Notes due 2020,
or the 5.35% Notes, for proceeds of approximat&9Bmillion, net of unamortized discounts and rethoffering costs. The 5.35%
Notes mature and become due and payable on MarckQP®. We pay interest semiannually on March 18 Saptember 15 of each
year, and our first payment was on September 1502The net proceeds from this offering were userepay a portion of our $800
million 7.875% Notes due August 2010, and for g@heprporate purposes.

In February 2009, we issued $450 million principatount of 9.75% Senior Notes due 2019, or the 9.R&$es, for proceeds of
$441 million, net of unamortized discounts and retboffering costs. The 9.75% Notes mature and becdue and payable on
March 15, 2019. We pay interest semiannually on®ak5 and September 15 of each year, our first payrwas on September 15,
2009. The net proceeds from this offering were usedjeneral corporate purposes, which includedyepent of outstanding
borrowings.

The debt securities mature and become payable®retipective due dates, and are not subject tsgukyng fund provisions.
The debt securities are unsecured and are redeeragblpremium at our option.

DCP Midstream’s Credit Facilities with Financial stitutions— We have a $450 million revolving credit facilitpr the $450
Million Facility, which matures in April 2012. Angutstanding borrowings under the $450 Million Fagiat maturity may, at our
option, be converted into an unsecured one-yean tean. There were no borrowings outstanding urtdei$450 Million Facility as
of December 31, 2010 and 2009.

In January 2010, we entered into a $350 millionaleing credit facility, or the $350 Million Facilit, that matures in April 2012.
There were no borrowings outstanding under the $@8llon Facility as of December 31, 2010.

The $450 Million Facility and the $350 Million Fdity, or together, the Facilities, provide us witbtal revolving credit
availability of $800 million. The $800 million ofavolving credit from the Facilities may be usedstgpport our commercial paper
program, and for working capital requirements atiteo general corporate purposes. The $450 Millianikty may also be used for
letters of credit. As of December 31, 2010 and 2608 had $187 million and $0 of commercial papetstanding, respectively,
backed by the Facilities. As of December 31, 206 2009, there were $6 million and $5 million, resfively, in letters of credit
outstanding. As of December 31, 2010, the availableacity under the Facilities was $607 million.

The $450 Million Credit Facility bears interesteither; (1) the higher of Wells Fargo’s prime ratethe Federal Funds rate plus
0.50%; or (2) the LIBOR plus an applicable margihich is 0.31% based on our current credit ratifilge facility incurs an annual
fee of 0.09% based on our current credit ratingisTae is paid on drawn and undrawn portions of feuglity.

The $350 Million Facility bears interest at eithét) the higher of Wells Fargo’s prime rate or thederal Funds rate plus 0.50%;
or (2) LIBOR plus an applicable margin, which i992% based on our credit rating. The facility incarsannual fee of 0.50% based
on our current credit rating. This fee is paid aawn and undrawn portions of the facility.

The Facilities require us to maintain a consoliddtverage ratio (the ratio of consolidated indeloess to consolidated
EBITDA, in each case as is defined by the FacHifier not more than 5.0 to 1.0, and on a tempobasis for not more than three
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consecutive quarters (including the quarter in ahsach acquisition is consummated), following tlkesummation of qualifying
asset acquisitions as defined by the Facilitieshexmidstream energy business of not more thand150.

DCP Partners’ Debt Securities- On September 30, 2010, DCP Partners issued ##Bion of 3.25% Senior Notes due October
1, 2015. DCP Partners’ received net proceeds o8%8ilion, net of unamortized discounts and relatéiéring costs, which were
used to repay funds borrowed under the revolvetipoiof the DCP Partners’ Credit Facility. Interest the notes will be paid
semiannually on April 1 and October 1 of each yeammencing April 1, 2011. The notes will mature©ntober 1, 2015 unless
redeemed prior to maturity. The notes are seni@eaanred obligations, ranking equally in right ofypgent with DCP Partners’
existing unsecured indebtedness, including indetessl under the DCP Partners’ Credit Facility. DGIPtiRers is not required to
make mandatory redemption or sinking fund paymeritls respect to these notes. The notes are redderafb premium at DCP
Partners option.

DCP Partners’ Credit Facilities with Financial Ingtitions— DCP Partners has an $850 million revolving crédidility that
matures on June 21, 2012, or the DCP Partners’iCAgpleement. Effective June 28, 2010, DCP Parttenssferred both the funded
and the unfunded portions of the former Lehman Beot Commercial Bank’s commitment to Morgan Stanléye transfer reinstated
$25 million of available capacity to DCP Partnemsolving credit facility.

At December 31, 2010 and 2009, DCP Partners haddiB®n and less than $1 million, respectively, lefters of credit issued
under the DCP Partners’ Credit Agreement outstagndiis of December 31, 2009, DCP Partners had $1llomioutstanding term
loan balances under DCP Partners’ Credit Agreenvenich were fully collateralized by investmentshiigh-grade securities
classified as restricted investments in the accomwijmgy consolidated balance sheet as of Decembe2(®19. As of December 31,
2010, the unused capacity under the revolving ¢ifedility was $420 million.

DCP Partners’ borrowing capacity is limited at Ded®er 31, 2010, by the DCP Partners’ Credit Agreet'sdimancial covenant
requirements. Except in the case of a default, ant®borrowed under DCP Partners’ credit facilitylwibt mature prior to the June
21, 2012, maturity date.

Under DCP Partners’ Credit Agreement, indebtedunesker the revolving credit facility bears interasteither: (1) the higher of
Wells Fargo Bank'’s prime rate or the Federal Furate plus 0.50%; or (2) LIBOR plus an applicablergia of 0.44% based upon
DCP Partner’s current credit rating. The DCP Paghesvolving credit facility incurs an annual féity fee of 0.11% based upon
DCP Partner’s credit rating. This fee is paid oawn and undrawn portions of DCP Partners’ revohingdit facility.

The DCP Partners’ Credit Agreement requires DCRreas to maintain a leverage ratio (the ratio efdbnsolidated
indebtedness to its consolidated EBITDA, in eacbecas is defined by the DCP Partners’ Credit Agreethof not more than 5.0 to
1.0, and on a temporary basis for not more thaaalmonsecutive quarters (including the quarterhictv such acquisition is
consummated) following the consummation of assquasitions in the midstream energy business ofmote than 5.5 to 1.0.

Other Agreements- As of December 31, 2010, DCP Partners had aingant letter of credit facility for up to $10 midin, on
which DCP Partners pays a fee of 0.50% per annusofdDecember 31, 2010, DCP Partners has no letfecsedit issued under this
facility. Any letters of credit issued on this féity will incur a net fee of 1.75% per annum andllwiot reduce the available capacity
under the DCP Partners’ Credit Agreement.

Other Financing— In November 2010, DCP Partners issued 2,875,@d0ncon units at $34.96 per unit. DCP Partners resiv
proceeds of $96 million, net of offering costs.

In August 2010, DCP Partners issued 2,990,000 comuamits at $32.57 per unit. DCP Partners receivexteeds of $93 million,
net of offering costs.

In November and December 2009, DCP Partners is8&%b5,000 common limited partner units at $25.40uet. DCP Partners
received proceeds of approximately $70 million, oeoffering costs.

In April 2009, we contributed an additional 25.1%mbership interest in East Texas to DCP Partneexd@mange for 3,500,000
DCP Partners Class D units. The Class D units caaddénto DCP Partners’ common units on a one-foe-basis on August 17,
2009, and the holders of the Class D units becaligéke to receive quarterly distribution paymen&ginning with the DCP
Partners’ second quarter distribution on AugustZen9.
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12. Risk Management and Hedging Activities, CrediRisk and Financial Instruments

Our day-to-day operations expose us to a varietyst® including but not limited to changes in thdces of commodities that we
buy or sell, changes in interest rates, and thdibrerthiness of each of our counterparties. We agancertain of these exposures by
using physical and financial derivative instrume of our commodity derivative activities are mducted under the governance of
internal Risk Management Committees that estabdigindicies, limiting exposure to market risk andju@ing daily reporting to
management of potential financial exposure. Thesieips include statistical risk tolerance limitsing historical price movements to
calculate daily value at risk. The following brigftlescribes each of the risks that we manage.

Commodity Price Risk

Our portfolio of commodity derivative activity isripnarily accounted for using the mark-to-market heat of accounting;
however, depending upon our risk profile and obijesd, in certain limited cases, we may executegsations that qualify for the
hedge method of accounting. The risks, strategiesiastruments used to mitigate such risks, as aglhe method of accounting are
discussed and summarized in the tables below.

Natural Gas Asset Based Trading and Marketing

Our natural gas asset based trading and marketiigjtees engage in the business of trading eneajsted products and
services, including managing purchase and salefgtios, storage contracts and facilities, and sortation commitments for
products. These energy trading operations are eptmsmarket variables and commaodity price riskwitspect to these products
and services, and we may enter into physical cetgrand financial instruments with the objectiver@élizing a positive margin from
the purchase and sale of commodity-based instrusn®¥ manage commodity price risk related to oward leased natural gas
storage and pipeline assets by engaging in nagasbsset based trading and marketing. The comaherdivities related to our
natural gas asset based trading and marketing pitinc@nsist of time spreads and basis spreads.

We may execute a time spread transaction whenitferehce between the current price of natural @ash or futures) and the
futures market price for natural gas exceeds ost obstoring physical gas in our owned and/or éxhstorage facilities. The time
spread transaction allows us to lock in a margirewkhis market condition exists. A time spread sa&stion is executed by
establishing a long gas position at one point ingiand establishing a corresponding short gasiposit a different point in time. We
typically use swaps to execute these transactwhih are not designated as hedging instrumentsaa@decorded at fair value with
changes in fair value recorded in the current pdonsolidated statement of operations. While gad i our storage locations is
recorded at the lower of average cost or market,dérivative instruments that are used to managstmuage facilities are recorded
at fair value and any changes in fair value areently recorded in our consolidated statementsperations. Even though we may
have economically hedged our exposure and lockedfiriure margin the use of lower-of-cost-or-maréietounting for our physical
inventory and the use of mark-to-market accounforgour derivative instruments may subject our éags to market volatility.

We may execute basis spread transactions when dinketnprice differential between locations on agpipe asset exceeds our
cost of transporting physical gas through our owared/or leased pipeline asset. When this markeditiom exists, we may execute
derivative instruments around this differentiatla market price. This basis spread transactiawallus to lock in a margin on our
physical purchases and sales of gas. We typicaiyawaps to execute these transactions, whicharmesignated as hedging
instruments and are recorded at fair value withngjes in fair value recorded in the current periodsolidated statements of
operations. As discussed above, the accountinghigsical gas purchases and sales and the accodatitige derivative instruments
used to manage such purchases and sales diffemagdubject our earnings to market volatility, exxbough the transaction
represents an economic hedge in which we have bhgka future margin.

Additionally, in order for our storage facilitiee temain operational, we maintain a minimum leviebase gas in each storage
cavern, which is capitalized on our consolidatethbhee sheets as a component of property, planegmipment, net. In the fourth
quarter of 2008 we commenced a capacity expangiojegt for one of our storage caverns, which regdius to sell all of the base
gas within the cavern. During 2009, the expansimjgrt was completed and base gas was repurchagsedtbre our storage cavern
to operation. To mitigate the risk associated wiith forecasted re-purchase of base gas, we exeawgedes of derivative financial
instruments, which were designated as cash flovghedThe cash paid upon settlement of these hestgeromically offsets the cash
paid to purchase the base gas. A deferred los8 afilion was recognized and will remain in AOCl ilrsuch time that our cavern is
emptied and the base gas is sold.
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NGL Proprietary Trading

Our NGL proprietary trading activity includes tradi energy related products and services. We unietteese activities through
the use of fixed forward sales and purchases, lzagisspread trades, storage opportunities, putpaibns, term contracts and spot
market trading. These energy trading operationgeap®sed to market variables and commodity prisk with respect to these
products and services, and these operations may &b physical contracts and financial instrunsawtth the objective of realizing
a positive margin from the purchase and sale of mmaity-based instruments. These physical and fiirguntstruments are not
designated as hedging instruments and are recatdfedt value with changes in fair value recordadhe current period consolidated
statements of operations.

Commodity Cash Flow Protection Activities at DCP Riaers

As a result of DCP Partners’ operations of gathgrjprocessing and transporting natural gas, DCBhBes takes title to a portion
of residue gas, NGLs and condensate, which areideres] to be Partners’ equity volumes. The possassi and the related
operations of transporting and marketing of NGLrgates commodity price risk due to market changeimmodity prices,
primarily with respect to the prices of NGLs, nadligas and crude oil. DCP Partners has mitigatpdréion of its expected
commodity price risk associated with these equijumes through 2015 with natural gas and crudeleiivatives. Additionally,
given the limited depth of the NGL derivatives matkDCP Partners utilizes crude oil swaps and egsttollars to mitigate a portion
of its commodity price risk exposure for propaneldmeavier NGLs. These transactions are primariyoagplished through the use of
swaps that exchange DCP Partners floating prid¢efoisa fixed price, but the type of instrument theused to mitigate risk may vary
depending upon DCP Partners’ risk objective. Themesactions are not designated as hedging institerier accounting purposes
and the change in fair value is reflected in therent period within our consolidated statementspérations.

Interest Rate Risk

We enter into debt arrangements that have eitlxedfor floating rates, therefore we are exposechéoket risks related to
changes in interest rates. We periodically user@gerate swaps to hedge interest rate risk assatisith our debt. Our primary goals
include (1) maintaining an appropriate ratio ofdiderate debt to floating-rate debt; (2) reducindptitity of earnings resulting from
interest rate fluctuations; and (3) locking in atttive interest rates based on historical rates.

In July 2009, we entered into interest rate swapsanvert the fixed interest rate on $500 millioihdebt securities under our
7.875% Notes due August 2010 and $200 million dftdeecurities under our 6.875% Notes due Febru@fyi2o a floating rate. The
interest rate fair value hedges associated with/08¥5% Notes expired in August 2010. The interagt fair value hedges associated
with our 6.875% Notes are at a floating rate baseane month LIBOR, which resets monthly and arigl g@mi-annually through
their expiration in February 2011. The swaps meetditions that permit the assumption of no ineffeehess. As such, for the life of
the swaps, no ineffectiveness will be recognized.

Additionally, we previously had fair value interestte hedges associated with our $300 million 8%2%otes, or the 8.125%
Notes, that were terminated in December 2008. Assallt of this termination, the fair value of thaderlying debt being hedged has
been adjusted and will be amortized as a redudtarur interest expense over the remaining terrihef8.125% Notes through 2030.

DCP Partners mitigates a portion of its interes¢ mésk with interest rate swaps, which reduce DR#tners’ exposure to market
fluctuations by converting variable interest rategixed interest rates. These interest rate swggpe@ments convert the interest rate
associated with the indebtedness outstanding uheéddCP Partners’ revolving credit facility to &éd rate obligation.

At December 31, 2010, DCP Partners had interestsaip agreements totaling $450 million, of whi&Y$ million are
designated as cash flow hedges. The remaining #iillion of interest rate swap agreements are actedifor under the mark-to-
market method of accounting. The entire $450 millaf these swap agreements mitigate DCP Partnatexest rate risk through June
2012, with $150 million extending from June 2012ahgh June 2014.

DCP Partners’ has designated $275 million of inserate swap agreements as cash flmdges, and effectiveness is determined
by matching the principal balance and terms witht thf the specified obligation. The effective ports of changes in fair value are
recognized in AOCI in the consolidated balance shaad are reclassified into earnings as the hetlgedactions impact earnings.
However, due to the volatility of the interest raarkets, the corresponding value in AOCI is subfeachange prior to its
reclassification into earnings. Ineffective portsoof changes in fair value are recognized in eagsin
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As of December 31, 2010, $300 million of the agreets reprice prospectively approximately every 89sdand the remaining
$150 million of the agreements reprice prospecyiadproximately every 30 days. Under the termshefinterest rate swap
agreements, DCP Partners pays fixed rates rangimg 2.94% to 5.19%, and receives interest paymeased on the three-month
and one-month LIBOR. The differences to be paidemeived under the interest rate swap agreemeateaognized as an
adjustment to interest expense.

At December 31, 2009 DCP Partners’ had interest satap agreements totaling $575 million, all of efhivere designated as
cash flow hedges. In September 2010, in conjunatiih the issuance of $250.0 million of DCP Partsie3.25% Senior Notes, DCP
Partners, paid down the its revolving credit fagitind discontinued hedge accounting on $225 nilbbthe interest rate swap
agreements. In addition DCP Partners modified aertderest rate swap agreements to reduce thédatatanding amount by $125
million. The term on $150 million of the remainirg#50 million of interest rate swap agreements wdsraled through June 2014.
This resulted in $450 million of these swap agreatasenitigating our interest rate risk through J@® 2, with $150 million
extending from June 2012 through June 2014.

We previously had interest rate cash flow hedggdace that were terminated in 2000. As a reshk, temaining net loss
deferred in AOCI relative to these cash flow hedgélkbe reclassified to interest expense throulyé temaining term of the debt
through 2030, as the underlying transactions impachings.

Credit Risk

Our principal customers range from large, natues garketing services to industrial end-users forratural gas products and
services, as well as large multi-national petrocioairand refining companies, to small regional paop distributors for our NGL
products and services. Substantially all of ouunatgas and NGL sales are made at market-basedpriApproximately 40% of our
NGL production is committed to ConocoPhillips anB Chem, both related parties, under an existingdar contract, the primary
production commitment of which expires in 2015. §honcentration of credit risk may affect our ovkecaedit risk, in that these
customers may be similarly affected by changesonemic, regulatory or other factors. Where expadsedtedit risk, we analyze the
counterparties’ financial condition prior to entggiinto an agreement, establish credit limits arahitor the appropriateness of these
limits on an ongoing basis. We may use various eraagreements that include language giving usitita to request collateral to
mitigate credit exposure. The collateral languagevjales for a counterparty to post cash or lette#freredit for exposure in excess of
the established threshold. The threshold amoumessmts an open credit limit, determined in accoogawith our credit policy. The
collateral language also provides that the inaptlit post collateral is sufficient cause to terntma contract and liquidate all
positions. In addition, our master agreements amdstandard gas and NGL sales contracts contaiguate assurance provisions,
which allow us to suspend deliveries and cancet¢agrents, or continue deliveries to the buyer dfterbuyer provides security for
payment in a satisfactory form.

Contingent Credit Features

Each of the above risks is managed through the it of individual contracts with a variety of coterparties. Certain of our
derivative contracts may contain credit-risk retht@ntingent provisions that may require us to te&gain actions in certain
circumstances.

We have International Swap Dealers AssociationS®¥A, contracts which are standardized master lagangements that
establish key terms and conditions which governaemerivative transactions. These ISDA contractstain standard credit-risk
related contingent provisions. Some of the provisiave are subject to are outlined below.

* Inthe event that we were to be downgraded belovestment grade by at least one of the major cnedibg agencies,
certain of our ISDA counterparties may have théntip reduce our collateral threshold to zero, ptigdly requiring us to
fully collateralize any commodity contracts in at tiability position.

* Insome cases, our ISDA contracts contain crosawdeprovisions that could constitute a credit-niskated contingent
feature. For example, if we were to fail to makeeguired interest or principal payment on a debtimment, above a
predefined threshold level, and after giving effecany applicable notice or grace period as defimethe ISDA contracts,
our ISDA counterparties may have the right to rexjigarly termination and net settlement of any tautding derivative
positions.
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» Additionally, if DCP Partners, our consolidated sidiary, were to have an effective event of defamtler the DCP
Partners’ Credit Agreement that occurs and is caritig, DCP Partners’ ISDA counterparties may hdeeright to request
early termination and net settlement of any outdiag derivative liability positions.

Depending upon the movement of commodity pricesiatetest rates, each of our individual contracttwounterparties to our
commodity derivative instruments or interest rat@p instruments are in either a net asset or aéillty position. Our commodity
derivative contracts that are not governed by ISEdtracts do not have any credit-risk related augdint features. As of December
31, 2010, we had $74 million of individual commogdderivative contracts that contain credit-riskateld contingent features that
were in a net liability position, and have not pedtany cash collateral relative to such positidha.credit-risk related event were to
occur and we were required to net settle our positiith an individual counterparty, our ISDA contta permit us to net all
outstanding contracts with that counterparty, wheth a net asset or net liability position, as lxad any cash collateral already
posted. As of December 31, 2010, if a credit-riskated event were to occur, we may be requiredost pdditional collateral.
Additionally, although our commodity derivative deoacts that contain credit-risk related contingksaitures were in a net liability
position as of December 31, 2010, if a credit-niskated event were to occur, the net liability gimsi would be partially offset by
contracts in a net asset position reducing outiabtlity to $64 million.

As of December 31, 2010, DCP Partners’ interest sataps were in a net liability position of $27 ligih of which, the entire
amount is subject to credit-risk related contingieattures. If DCP Partners were to have an evededdult relative to any covenants
of its credit agreement, that occurs and is cornitiguthe counterparties to DCP Partners’ swap imagnts may have the right to
request early termination and settlement of thestauniding derivative position.

Collateral

As of December 31, 2010, we held cash of $1 millimeluded in other current liabilities in the caislated balance sheets
related to unrealized gains on financial or physioatruments, and letters of credit of $94 millinom counterparties to secure their
future performance under financial or physical canots. We had cash deposits with counterpartieg26fmillion, included in other
current assets as of December 31, 2010, to seaureldigations to provide future services or tofoem financial contracts. As of
December 31, 2010, DCP Partners had a contingést lef credit facility for up to $10 million, on hich DCP Partners had no letters
of credit issued. This contingent letter of crefditility was issued directly by a financial institon and does not reduce the available
capacity under the DCP Partners’ Credit Agreemaatof December 31, 2010, DCP Partners had $32 oniltif letters of credit
issued under the DCP Partners’ Credit Agreemergtantling. As of December 31, 2010, DCP Partnersiuagther cash collateral
posted with counterparties to its commodity delivainstruments. As of December 31, 2010, we hadésl and outstanding parental
guarantees totaling $108 million in favor of cerntabunterparties to DCP Partners’ commodity denaginstruments to mitigate a
portion of DCP Partners’ collateral requirementshwhose counterparties. DCP Partners pays us affeé0% per annum on $65
million of these guarantees. These parental guaesnind contingent letter of credit facility reddlee amount of cash DCP Partners
may be required to post as collateral. Collaterabants held or posted may be fixed or may vary,ateting on the value of the
underlying contracts, and could cover normal puselsaand sales, trading and hedging contracts. hyroases, we and our
counterparties publicly disclose credit ratingsjethmay impact the amounts of collateral requiretaen

Physical forward contracts and financial derivasieee generally cash settled at the expiratiomefdontract term. These
transactions are generally subject to specific itq@wvisions within the contracts that would alldiae seller, at its discretion, to
suspend deliveries, cancel agreements or contialieedies to the buyer after the buyer providesusiyg for payment satisfactory to
the seller.

Summarized Derivative Information

The following summarizes the balance within AOG&t of noncontrolling interest, relative to our comdity and interest rate
cash flow hedges:

December 31,

2010 2009
(millions)
Commodity cash flow hedges:
Net deferred losses in AO................... $ 3) % (3)
Interest rate cash flow hedg
Net deferred losses in AOCI................ (10) (14)
Total AOCI ... eeme s $ (138 (7
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The fair value of our derivative instruments thag designated as hedging instruments, those teanarked-to-market each
period, and the location of each within our condated balance sheets, by major category, is suraetgs follows:

December 31,

December 31,

Balance Sheet Line Item 2010 2009 Balance Sheet Line Item 2010 2009
(millions) (millions)
Derivative Assets Designated as Hedging Instruments Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current.................... $ 1 3 3 instruments — current.................... $ 12) $ (20)
Unrealized gains on deritive Unrealized losses on derivati
instruments — long-term................ — — instruments — long-term................ (5) (12)
$ 1 % 3 $ an $ (32)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati'
instruments — current.................... $ — 3 1 instruments — current.................... $ — % (3)
$ — 3 1 $ — $ 3

Derivative Assets Not Designated as Hedging Instruents:

Interest rate derivatives:
Unrealized gains on derivati

instruments — current................... $ — 3 —
Unrealized gains on derivati\
instruments — long-term................ — —
$ — —
Commodity derivatives:
Unrealized gains on derivati\
instruments — current.................... $ 143  $ 255
Unrealized gains ¢ derivative
instruments — long-term................ 25 41
$ 16 $ 29¢

Derivative Liabilities Not Designated as Hedging Iistruments:

Interest rate derivatives:
Unrealized losses on derivati

instruments — current.................... $ 5) $ —
Unrealized losses on derivati
instruments — long-term................ (5) —
$ (10) $ —
Commodity derivatives:
Unrealized losses on derivati
instruments — current.................... $ (163) $ (206)
Unrealized losses on derivati
instruments — long-term................ (55) (66)
$ (218 $ (272

The following table summarizes the impact on ounsalidated statement of operations of our derivainstruments that are
accounted for using the fair value hedge methodazfounting.

Location of Gain

Amount of Gain (Loss)
Recognized in Earnings

Derivatives in Fair Value (Loss) Recognized in Year Ended
Hedging Relationships Earnings December 31,
2010 2009
Interest rate derivatives............. $ 1 3 3
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The following table summarizes the impact on ounsalidated balance sheet and consolidated statewheperations of our
derivative instruments, net of noncontrolling irgst, that are accounted for using the cash flongkadethod of accounting.

Gain (Loss)
Recognized in Income Deferred Gains
on Derivatives— (Losses) in
Loss Reclassified Ineffective Portion and AOCI
Loss Recognized in from AOCI to Amount Excluded Expected to be
AOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Year Ended December 31, Over the Next
2010 2009 2010 2009 2010 2009 12 Months
(millions)
Commodity derivatives..... $ —  $ $ — 3 — @ $ — $ — (@) $ —
Interest rate derivatives.... $ 6) $ 4) $ 10) $ ®6)(b) $ — $ — (b)c) $ (6)

(@) Included in sales of natural gas and petroleum peot&lin our consolidated statements of operations.

(b) Included in interest expense in our consolidatadieshents of operations.
(c) Forthe years ended December 31, 2010 and 2008enwative gains or losses were reclassified fro®@\ to current period earnings as a

result of the discontinuance of cash flow hedgéateel to certain forecasted transactions that atg@robable of occurring.

Changes in value of derivative instruments, for e¥hihe hedge method of accounting has not beeresldtom one period to the
next, are recorded in the consolidated statemdraperations. The following summarizes these amsanid the location within the
consolidated statements of operations that suctuatsare reflected:

Year Ended
December 31,
Commaodity Derivatives: Statement of Operations Lineltem 2010 2009 2008
(millions)
Realized gair (I0SSES .......cevveeiieeriiee e esire e $ 11€ $ 127 $ (93
Unrealized (losses) gains................... (74) (77) 194

4 $ 5C §$ 101

Trading and marketing gains, net...........coevmeeen.
We do not have any derivative financial instrumethist qualify as a hedge of a net investment.

The following tables represent, by commodity typar net long or short positions, as well as the bemof outstanding contracts
that are expected to partially or entirely settieeach respective year. To the extent that we hawvg dated derivative positions that
span multiple calendar years, the contract willegpin more than one line item in the table beldwditionally, relative to the
hedging of certain of our storage and/or transpmteassets, we may execute basis transactionsafral gas, which may resultin a
net long/short position of zero. This table alseg@nts our net long or short natural gas basis geajiions separately from our net

long or short natural gas positions.

December 31, 2010

Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Long Net Long Net Long Net Long
(Short) Number (Short) Number (Short) Number (Short) Number
Year of Position of Position of Position of Position of

Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts

2011 (1,333,804) 549 (12,647,000) 290 (12,316,395) 707  (a) (2,910,000) 158
2012 (874,358) 165 269,000 64 (8,258,400) 11 (b) 8,220,000 19

2013 (465,250) 46 (165,000) 5 (9,000,000) 2 (b) — —

2024, (547,500 5 (365,000 3 (9,000,00C 2 (b — —

2015.....ccceene (182,500) 1 — — — — — —

(@) Includes 27 physical index based derivative congrémtaling (13,083,000) Bbls
(b) Includes 2 physical index based derivative consrdataling (9,000,000) Bbls
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December 31, 2009

Natural Gas
Crude Oil Natural Gas Natural Gas Liquids Basis Swaps
Net Long Net Long Net Long Net Long
(Short) Number (Short) Number (Short) Number (Short) Number
Year of Position of Position of Position of Position of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
201Q.......ccenee. (1,479,972) 525 (9,478,500) 240 (11,250,605) 609 (a) (30,160,000) 261
2011....cconene (749,000) 80 (2,084,000) 73 (7,143,000) 34 (b) (5,315,000) 65
2012......cuenee. (388,750) 33 (734,600) 43 (9,000,000) 2 (b) (366,000) 1
2013.....cce (748,250) 4 (365,000) 1 (9,000,000) 2 (b) (365,000) 1
2014......ccuee. (365,000) 3 — — (9,000,000) 2 (b — —

(@) Includes 29 physical index based derivative congrémtaling (12,271,900) Bbls
(b) Includes 2 physical index based derivative consrdataling (9,000,000) Bbls

As of December 31, 2010, we had interest rate siwsfpuments outstanding, which in the aggregateharge $200 million of
our fixed rate obligation for a floating rate ohdiion. These swaps expire in February 2011. Aseé@&@nber 31, 2010, DCP Partners
had interest rate swaps outstanding with indivichational values of $50 million, which, in aggregaexchange up to $300 million
of DCP Partners’ floating rate obligation for adid rate obligation through June 2012, and inter@st swaps outstanding with
individual notional values of between $70 millionca$80 million, which in aggregate, exchange u$1&0 million of DCP Partners’
floating rate obligation for a fixed rate obligatiehrough June 2014.

13. Equity-Based Compensation
We recorded equity-based compensation (benefit@esp as follows, the components of which are furtiescribed below:

Year Ended December 31,

2010 2009 2008
(millions)
DCP Midstream, LLC Lon-Term Incentive Pla............ccoeeviviieeiiiiiineeeeene, $ 12 % 8 % —
3 2 Q)

DCP Partners’ Lor-Term Incentive Ple (DCP Partners’ LTIF..................
Duke Energy 1998 Plan and Spectra En’s 2007 Long-Term Incentive

Plar (Duke Energy 1998 LTIP and Spectra Energy 2007 ) ................ — (1)
$§ 1 $ 1 %5 @
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Unrecognized

Compensation Weighted-
Expense at Average
Vesting December 31, Estimated Remaining
Period 2010 Forfeiture Vesting
(years) (millions) Rate (years)
DCP Midstream LTIP :
Relative Performance Units (RPUS) ..........ccceemiiiiiiimminiiinnne. 3 $ — — —
Strategic Performance Un (SPUS.........cccceviveviieviice e 3 $ 6 15%-28% 1
Phantom UNit.......ccoeiiiiiiieee e, 5 $ 5 15%-28% 1
DCP Partners’ Phantom Ur ............ccoeeeiiieeeecieiee e 3 $ — 28% 2
DCP Partners’ LTIP:
Perormance UNit.........cccuvveiciiee e 3 $ 1 21%-30% 1
Phantom UNit.........cooeoiiiiiiie e 0.5 $ — 0% —
Restricted Phantom Un ...........ccceeeiiiiie e 3 $ 1 21%-30% 1
Duke Energy 1998 LTIP and Spectra Energy 2007 LTIP:
StOCK OPLON ..ottt e, 0-10 $ — 5% —
Phantom AWAIC.........ccoiviieiiiieesciiee e eeree e se e 1-5 $ — 1% —

DCP Midstream LTIP— Under the DCP Midstream LTIP, equity instrumentay be granted to our key employees. The DCP
Midstream LTIP provides for the grant of RelativerPormance Units, or RPUs, Strategic Performancid,Jar SPUs, and Phantom
Units. The RPUs, SPUs and Phantom Units consiatrftional unit based on the value of common sharesmits of ConocoPhillips,
Duke Energy, Spectra Energy and DCP Partners. Tdighting varies depending on when the units wesntgd. The DCP Partners’
Phantom Units constitute a notional unit equalhte fair value of DCP Partners’ common units. Easlaal provides for the grant of
dividend or distribution equivalent rights, or DER%e LTIP is administered by the compensation catte® of our board of
directors. All awards are subject to cliff vesting.

Relative Performance Units Fhe number of RPUs that will ultimately vest rarfgem 0% to 200% of the outstanding RPUs,
depending on the achievement of specified perfogadargets over a three year period. The finalg@nfince payout is determined
by the compensation committee of our board of diwex: After the performance period the value deatiftom the RPUs is transferred
to our Non-Qualified Deferred Compensation plard arvested according to the participant’s investiredactions. The DERs are
paid in cash at the end of the performance peride following tables presents information relatedriPUs:

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Units Per Unit Per Unit
Outstanding at Jaiary 1, 200i.........ccccveriveerrerervnnns 62,167 $ 43.41
Forfeited...........oooiiiiiiiee e (5,850) $ 43.36
Vested or paid in Cash..............ccccevevevemmerereecnnnn. (3,047) $ 42.86
Outstanding at December 31, 2(.......cccccceevveernnenne. 53,270 $ 43.44
Forfeited...........cooiiiiiiiee e (530) $ 43.91
Transferred to Nc-Qualified Executive Deferre
Compensation Plan (2) ..........ccoeeeeveomeeeeennnne. (27,700) 42.90
Outstanding at December 31, 2009........................ 25,040 % 44.02
Transferred to Nc-Qualified Executive Deferre
Compensation Plan (.........cccoceeveeeeeeeeeeeeeean, (25,040) $ 44.02
Outstanding at December 31, 2Q10...........ccceuene. — 3 — $ —

(a) After the performance period the value derifien the RPUs is transferred to our Non-Qualified
Deferred Compensation plan, and invested accoririge participant’s investment elections. Units
vesting in 2010 and 2009, transferred at 100% ar@PA, respectively.
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Strategic Performance Units FFhe number of SPUs that will ultimately vest rarfgem 0% to 200% of the outstanding SPUs,
depending on the achievement of specified perfolsadargets over a three year period. The finalgrnbince payout is determined
by the compensation committee of our board of dwexs The DERS are paid in cash at the end of #dqovmance period. The
following tables presents information related toJ&P

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Units Per Unit Per Unit
Outstanding at January 1, 2C..................... 140,019 s 43.49
Granted........coveeveveeeeiiismmeee e 112930 $ 35.49
Forfeited .........ccovveeeeiiiiiiieeeee e (14,617) $ 41.86
Vested or paid in Cat..........cccoeveveuennnnn. (3.047) 3 42.86
Outstanding at December 31, 2008........... 235,285 $ 39.76
Granted........ccceeeveuveeeiiiismmeee e 209,110 $ 18.51
Forfeited or cancelled.....................coeeee. (7,039) $ 34.20
Vested or paid in cash (@)...........c.coco...... (62,439) $ 42.94
Outstanding at December 31, 20009........... 374917 % 27.48
Granted........ccceeevevveeeeiiismmeee e 139,900 $ 30.03
Forfeited .........ccoveeeieiiiiiiieeeee e (7,710) $ 26.79
Vested or paid in cash (b)(C).................. (166,237) $ 41.59
Outstanding at December 31, 2010........... 340,870 ¢ 21.66 $ 36.81

Expected to VeSt.......cccceeviiiiiiiieeeeeee 294872 % 22.73 $ 36.74

(&) The 2006 grants vested at 70%.
(b) The 2007 grants vested at 100%
(c) The 2008 grants vested at 59%

The estimate of RPUs and SPUs that are expecteddbis based on highly subjective assumptionsabatd change over time,
including the expected forfeiture rate and achiegahof performance targets. Therefore the amouhtsiecognized compensation
expense noted above does not necessarily reprémenalue that will ultimately be realized in owrtsolidated statements of
operations.

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

Fair Value of Unit-Based
Units Units Vested Liabilities Paid
(millions)
Vested in 2008 .......c.coocvieeieeieesieeeeee e, 3,047 $ — $ —
Vested iN 2009 ........ccooviiiiiieeeeeeceeeeneeees, 62,439 $ 2 $ 2
Vested in 2010 (2)......ccccceevvveeeeiveeee e 166,237  $ 4 $ 2

(a) 105,670 of the units and the related DERs thatee st 2010 will be paid in 2011.
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Phantom Units —The DERSs are paid quarterly in arrears. The follogviable presents information related to PhantoritdJn

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Units Per Unit Per Unit
Outstanding at January 1, 2008................ 33,800 $ 43.57
Granted........coeeeveeeeeeeiii e 112930 % 35.49
FOMRItE ...t (5,270) s 39.15
Outstanding at December 31, 2008........... 141,460 $ 37.29
Granted........coeeeveveeeeeii e 209,110 % 18.51
0§ (=] Y (R SR (6,040) $ 32.51
VESEEA ..o (680) s 43.38
Outstanding at December 31, 20009........... 343,850 $ 25.94
Grantel....ccoeeeeiee e 139,800 $ 30.04
Forfeited .........oooeveeeiiiiiiiiiiee e, (7,690) $ 27.04
VESLEU ...t (105,670) $ 40.15
Outstanding at December 31, 2010........... 370,290 3 23.41 $ 3462

Expected to VeSt.......cccceevvviiiiiieeeeeee e 299,124 % 25.03 $ 37.73

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

Fair Value of Unit-Based
Units Units Vested Liabilities Paid
(millions)
Vested in 2009 ........ccocveveiieecree s ceeemeeen, 680 $ — $ —
Vested in 2010 (A).....coceevveeveereenreieemee. 105,670 % 3 $ —

(a) 105,670 of the units and the related DERSs thatee#t 2010 will be paid in 2011.

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

Grant Date
Weighted- Measurement
Average Price Date Price Per
Units Per Unit Unit

Outstanding at January 1, 2008................ 51,750 $ 34.33
FOrfeited ......ooveeeeeeee e (2,750) s 51.10
Outstanding at Decemb31, 200«................ 49,000 $ 33.39
VSO ... en s (38,250) ¢ 28.60
Outstanding at December 31, 2009........... 10,750 $ 50.43
(€] =10 (=TSR 17,300 $ 35.56
(V=T (=L TR (10,750) ¢ 31.87

Outstanding at December 31, 2(................ 17,300 3 4709 $ 37.40

Expected tO VESt......cccceeeveveeeeevieeeeeeeieeee 12,456 $ 3556 $ 37.40

The fair value of units that vested, and the uraséd liabilities paid during the year ended Decen3ig 2010 and 2009 was less
than $1 million, respectively.
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DCP Partners’ LTIP—Under DCP Partners’ LTIP, which was adopted by D@iEstream GP, LLC, equity instruments may be
granted to key employees, consultants and direcolXCP Midstream GP, LLC and its affiliates whorfegm services for DCP
Partners. The DCP Partners’ LTIP provides for theng of limited partner units, or LPUs, phantomtgniunit options and substitute
awards, and, with respect to unit options and pbiantinits, the grant of dividend equivalent righis DERs. Subject to adjustment
for certain events, an aggregate of 850,000 LPUyg beadelivered pursuant to awards under the DCnees’ LTIP. Awards that are
canceled or forfeited, or are withheld to satisf¢P Midstream GP, LLC’s tax withholding obligatiorase available for delivery
pursuant to other awards. The DCP Partners’ LTI&disinistered by the compensation committee of D@estream GP, LLC's
board of directors. All awards are subject to cliffsting, with the exception of the Phantom Unitsuied to the directors in
conjunction with the initial public offering, whichre subject to graded vesting provisions. Sub&tyall awards are accounted for
as liability awards.

Performance Units —-BCP Partner’s has awarded phantom LPUs or Perfoca&nits, pursuant to the LTIP to certain
employees. The number of Performance Units thdtuliimately vest range from 0% to 200% of the datding Performance Units,
depending on the achievement of specified perfosadargets over three year performance periods fihhéperformance
percentage payout is determined by the compensetiommittee of DCP Partners’ board of directors. THeRs are paid in cash at
the end of the performance period. The followingléapresents information related to the Performduiois:

Grant Date Measurement
Weighted- Date
Average Price Price
Units Per Unit Per Unit
Outstanding at January 1, 2008................ 46,960 % 34.09
GrantBl..ueeeieiie e et 17,085 $ 33.85
FOMEIted ..o (12,025) s 33.14
Outstanding at December 31, 2008........... 52,020 $ 34.23
(€] =10 (=T SRR 52450 % 10.05
VT L G ) (37,330) s 34.51
Outstanding at December 31, 20009........... 67,140 $ 15.18
(€] =10 (=TSR 16,630 $ 31.80
0 (=11 LYo [ SR (2,205) $ 15.61
VeSted (D) ...evvieeeeeee e (14,215) ¢ 33.44
Outstanding at December 31, 2010........... 67,350 ¢ 1542 $ 37.40
Expected tO VESE......ccevevvviee e eeeeeiie 63,435 $ 1404 % 37.40

(a) The units vested at 103%
(b) The units vested at 0%.

The estimate of Performance Units that are expetttegst is based on highly subjective assumptibas could potentially
change over time, including the expected forfeittat® and achievement of performance targets. Toer¢he amount of
unrecognized compensation expense noted abovendbv@gcessarily represent the value that will udttely be realized in our
consolidated statements of operations.

The following table presents the fair value of sniested and the unit-based liabilities paid foit based awards related to
Performance Units, including the related DERs:

Fair Value of Unit-Based
Units Units Vested Liabilities Paid
(millions)
Vested in 2009 (8).....ccceeevveeeeeeeereeeeeemen 37,330 $ 1 $ —
Vested in 2010 (2)......ccccceeevveeeeiveeeeeen. 14,215 — $ 1

(a) 22,860 of the units and the related DERSs that 812009 were paid in 2010.
Phantom Units —n conjunction with its initial public offering, idanuary 2006 DCP Partners General Partner’s bafard

directors awarded Phantom LPUs, or Phantom Urdtkely employees, and to directors who are not efscor employees of DCP
Midstream GP, LLC, or its affiliates who performrsies for DCP Partners. All of these units vestienling 2009.
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In 2010, DCP Partners granted 5,200 Phantom Upitssuant to the DCP Partners’ LTIP, to directorsovene not officers or
employees of affiliates of DCP Midstream as parit®fannual director fees in 2010. All of these tisniested during 2010.

In 2009, DCP Partners granted 16,000 Phantom Umitsuant to the DCP Partners’ LTIP, to directotswvare not officers or
employees of affiliates of DCP Midstream as parit®fannual director fees in 2009. All of these tsniested during 2009.

In 2008, DCP Partners granted 4,000 Phantom Upitssuant to the DCP Partners’ LTIP, to directorsovene not officers or
employees of affiliates of DCP Midstream as parit®fannual director fees in 2008. All of these tsnrested during 2008.

The DERs are paid quarterly in arrears.

The following table presents information relatedhe Phantom Units:

Grant Date Measurement
Weighted- Date
Average Price Price
Units Per Unit Per Unit
Outstanding at January 1, 2008................ 20,199 $ 24.56
Granted........ccceeeveveeeeiiis e 4,000 $ 35.88
Forfeited .........ccoveeeiiiiiiiieeeee e (4,000) $ 24.05
VESIEU. ... (6,501) s 32.91
Outstanding at December 31, 2008........... 13,698 $ 24.05
Granted........ccceeeveveeeeiiis e 16,000 $ 10.05
VESIEU. ... (29,698) ¢ 16.51
Outstanding at December 31, 2009........... — 3 —
(€] =10 (=T SRR 5200 $ 31.80
VSO ...t (5,200) s 31.80
Outstanding at December 31, 2010........... - $ — $ —

The fair value of the units that vested and the biaised liabilities paid for the years ended Decendi, 2010, 2009 and 2008
were less than $1 million for all periods.

Restricted Phantom Units- DCP Midstream Partners’ General Partner’s bodrdirectors awarded restricted phantom LPUs, or
RPUs, to key employees under the LTIP. The RPUsapected to vest over a three year period. The &R paid quarterly in
arrears. The following table presents informatietated to the RPUs:

Grant Date
Weighted- Measurement
Average Price Date Price
Units per Unit per Unit
Outstanding at January 1, 2008......... — $ —
Granted.........ccoeeveeeeeiiir e 17,085 $ 33.85
FOMEIted ..., (2,395) $ 35.88
Outstanding at December 31, 2008... 14,690 $ 33.52
Granted.....ooeeeeeeeeeeeeeee e eeee e 52,450 ¢ 10.05
Outstanding at December 31, 2009... 67,140 $ 15.18
Granted .......ccceeevvvveeiiiee s cmee e 16,630 $ 31.80
Forfeited .........coovveeeeiiee e (2,205) $ 15.61
VESEU ... (14,215) ¢ 33.44
Outstanding at December 31, 2010... 67,350 $ 1542 $ 37.40
Expected toO VESt......c..ccoeevveeeeiieeeee 66,403 $ 1864 % 37.40
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The following table presents the fair value of gniested and the unit-based liabilities paid foit based awards related to
Restricted Phantom Units:

Unit-Based
Fair Value of Liabilities
Units Units Vested Paid
(millions)
Vested in 2010 (2) ......cocovveeeeveeeeirre e 14,215  $ 1 $ —

(a) 14,215 of the units and the related DERs that \st€2010 will be paid in 2011.

The estimate of RPUs that are expected to vesase on highly subjective assumptions that coulémiially change over time,
including the expected forfeiture rate. Therefdhe amount of unrecognized compensation expensaradiove does not necessarily
represent the value that will ultimately be reatlaze our consolidated statement of operations.

All awards issued under the DCP Midstream LTIP #melDCP Partners’ LTIP are intended to be settiedash at each reporting
period or units upon vesting. Compensation expénsecognized ratably over each vesting period, aitidoe remeasured each
reporting period for all awards outstanding urttiétunits are vested. The fair value of all awaldétermined based on the closing
price of the relevant underlying securities at ea@asurement date.

Duke Energy 1998 LTIP and Spectra Energy 2007 LTH>Under the Duke Energy 1998 LTIP, Duke Energy grdrtertain of
our key employees stock options, stock-based padoce awards, phantom stock awards and other stwakds to be settled in
shares of Duke Energy’s common stock, or the StBaked Awards. Upon execution of the 50-50 Transadt July 2005, our
employees incurred a change in status from Duked@nemployees to non-employees. As a result, wabhegcounting for these
awards using the fair value method. No awards Haen and we do not expect to settle any awardstgdaimder the Duke Energy
1998 LTIP with cash.

In connection with the Spectra spin, one replacdarirrke Energy Stock-Based Award and one-half Spe€trergy Stock-Based
Award were distributed to each holder of Duke Eneggock-Based Awards for each award held at thetorhthe Spectra spin.
Substantially all converted Stock-Based Awardssargject to the terms and conditions applicabléendriginal Duke Energy Stock-
Based Awards. The Spectra Energy Stock-Based Awasidting from the conversion are considered teehiaeen issued under the
Spectra Energy 2007 LTIP.

The Spectra Energy 2007 LTIP provides for the granof stock options, restricted stock awards andg) unrestricted stock
awards and units, and other equity-based awardangoyees and other key individuals who performviees for Spectra Energy. A
maximum of 30 million shares of common stock mayavearded under the Spectra Energy 2007 LTIP. Optgnanted under the
Spectra Energy 2007 LTIP are issued with exerciggep equal to the fair market value of Spectrafggeeommon stock on the grant
date, have ten year terms, and vest immediatebver terms not to exceed five years. Compensatigerse related to stock options
is recognized over the requisite service periocke Téguisite service period for stock options is shene as the vesting period, with the
exception of retirement eligible employees, whodakiorter requisite service periods ending wherethployees become retirement
eligible. Restricted, performance and phantom stoeirds granted under the Spectra Energy 2007 itypkeally become 100%
vested on the three-year anniversary of the grate.dTl he fair value of the awards granted is meagbased on the fair market value
of the shares on the date of grant, and the relatedpensation expense is recognized over the ri¢ggisrvice period which is the
same as the vesting period.

Stock Options —Under the Duke Energy 1998 LTIP, the exercise pateach option granted could not be less thantageket
price of Duke Energy’s common stock on the datgmaint. Effective July 1, 2005, these options werecanted using the fair value
method. As a result, compensation expense subsetpuéualy 1, 2005, is recognized based on the ckanghe fair value of the stock
options at each reporting date until vesting.
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The following table shows information regarding iopis to purchase Duke Energy’s common stock gratgexir employees,
reflecting shares outstanding as impacted by tmversion.

Weighted-
Average
Weighted- Remaining Aggregate
Average Life Intrinsic Value
Shares Exercise Price (years) (millions)
Outstanding at January 1, 2008................. 1,815,956 $ 17.89 3.2
EXercised ......cccceeeiiiiiiiiecieeeeee e, (151,480) $ 13.45
FOIfRItEC ..o (106,889) $ 19.77
Outstanding at December 31, 2008........... 1,557,587 $ 18.19 24
EXercised ......cccccoeeeiiiiiiiiiiieeeee e (166,869) $ 12.80
FOIfOItEC ..o (223,926) 3 16.19
Outstanding at December 31, 2009........... 1,166,792 $ 19.34
EXErcised ......cccceeeiiiiiiiiiiieeeeee e (56,245) $ 8.42
=10 1=Y1 (=Y TS (401,562) $ 24.19
Outstandincand Exercisablat Decembe
31, 2010 708,985 g 17.46 13 $ 2

The total intrinsic value of options exercised dgyihe years ended December 31, 2010, 2009, wasHas $1 million for both
periods, and for the year ended December 31, 28@8,approximately $1 million.

The following table shows information regarding iopis to purchase Spectra Energy’s common stocktgdato our employees,
reflecting shares outstanding as impacted by timwersion.

Weighted-
Average
Weighted- Remaining Aggregate
Average Life Intrinsic Value
Shares Exercise Price (years) (millions)
Outstanding at January 1, 2(.................... 937,248 $ 26.80 3.2
EXercised ......ccccceeeiiiiiiiiei e, (68,869) $ 18.91
FOMfRItE. ...ttt eeee e (72,400) $ 28.06
Outstanding at Decemt 31, 200x............... 795,979 $ 27.36 2.4
EXercised ......ccoccveeeviiiiiieii e, (13,861) $ 11.93
FOrfEited.....ooveieeeeeeeeeee e, (183,822) g 23.36
Outstanding at December 31, 2(............... 598,296 $ 28.95 1.9
EXercised ......ccocceeeeiiiiiiieii e, (33,768) $ 13.22
FOMfRItE. ... oeeeeeeee et eeee e (202,187) $ 36.55
Outstandin¢anc Exercisableat Decembe
31,2010 e, 362,341 ¢ 26.18 13 3 1

The total intrinsic value of options exercised ahgrithe years ended December 31, 2010 and 2009esashan $1 million for
both periods, and for the year ended December 8Q82was approximately $1 million.

Stock-Based Performance AwardsHere were no stock-based performance awardsepiahtring the years ended December
31, 2010, 2009 and 2008.
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The following tables summarize information aboutcht-based performance awards activity, reflectingres outstanding as
impacted by the conversion:

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Duke Energy 1998 LTIP Shares Per Unit Per Unit
Outstanding at January 1, 2008................ 173,365 $ 15.58
VESIEA......cuiiiieee e (83,762) $ 15.39
FOIOItEC. .. veveeee e (59,663) $ 15.39
Outstanding at December 31, 2008........... 29,940 $ 16.50
VESIEA......cviveieee e (25,329) $ 16.50
FOIfOItEC. . v (4,611) s 16.50
Outstanding at December 31, 2010 and
20009....c e — % — $ —
Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Spectra Energy 2007 LTIP Shares Per Unit Per Unit
Outstanding at January 1, 2008................ 86,683 $ 23.54
VESIEA......cviviieie e (41,884) $ 23.25
FOMEIted ..o e (29,829) $ 23.25
Outstanding at December 31, 2008........... 14970 $ 24.94
VESIEA. ...t (12,665) $ 24.94
FOMEIted ..o e (2,305) $ 24.94
Outstanding at December 31,10 and
2006, _____— % — $ —

The total fair value of the performance stock aveatftat vested during the years ended December@®19 and 2008 was less
than $1 million and approximately $2 million, regpigely. No awards were granted during the yeardeshDecember 31, 2010 and
20009.

Phantom Stock Awards Fhere were no phantom stock awards granted duhagears ended December 31, 2010, 2009 and
2008.
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The following tables summarize information abouaptom stock awards activity, reflecting shares wuitding as impacted by
the conversion:

Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Duke Energy 1998 LTIP Shares Per Unit Per Unit
Outstanding at January 1, 2008................ 77210 $ 15.62
VESIEA.....cuiviieee e (24,419) $ 15.57
FOMRItEC......viveeeeieeeeee e (3,287) ¢ 15.38
Outstanding at December 31, 2008........... 49,504 $ 15.66
VESIEA......cviveieee e (22,689) $ 15.58
FOIfOItEC. . v (307) s 15.38
Outstanding at December 31, 20009........... 26,508 $ 15.72
VESIEA......cuiiiiiee e (22,516) $ 15.59
0] (=11 (= R —  $ —
Outstanding at December 31, 2010........... 3992 ¢ 1650 $ 17.81
Expected to VeSt.......cccceevviiiiiie e 3958 % 1650 $ 17.81
Measurement
Grant Date Date
Weighted- Weighted-
Average Price Average Price
Spectra Energy 2007 LTIP Shares Per Unit Per Unit
Outstanding at January 1, 2008................ 38,605 $ 23.60
[V 2= Yo [ (12,209) $ 23.53
FOMEIted ..o e (1,644) s 23.24
Outstanding at December 31, 2008........... 24,752 % 23.66
VESEE uuiiiiiii ittt (11,344) $ 23.55
o (=11 (=1 TN (154) s 23.24
Outstanding at December 31, 2009........... 13,254 % 23.76
VESEE . uuuiiiee et ittt (11,258) $ 23.55
Forfeited ........ooovvvieieeeee e —  $ —
Outstanding at December 31, 2(................ 199 g 2494 $ 24.99
Expected to VeSt.......cccceeeviiiiiiiiee e 1971 % 2494 % 24.99

The total fair value of the phantom stock awardst thested during the years ended December 31, 288®009 was less than $1
million for both periods. No awards were grantedidg the years ended December 31, 2010 and 2009.

Other Stock Awards— There were no other stock awards granted duttiregyears ended December 31, 2010 and 2009.
14. Benefits

All Company employees who have reached the age8afrid work at least 20 hours per week are eligfbteparticipation in our
401(k) and retirement plan, to which we contribateange of 4% to 7% of each eligible employee’sldiga earnings to the
retirement plan, based on years of service. Adddlty, we match employees’ contributions in the @QIplan up to 6% of qualified
earnings. During the years ended December 31, 2@ and 2008 we expensed plan contributions dfidfllion, $22 million and
$19 million, respectively. In conjunction with théarysville acquisition on December 30, 2010, wew@ced two 401(k) plans with
terms substantially similar to our existing 401éqd retirement plan.

We offer certain eligible executives the opportyrd participate in DCP Midstream LP’s Non-Qualdi&xecutive Deferred
Compensation Plan. This plan allows participantdeter current compensation on a pre-tax basistamdceive tax deferred earnings
on such contributions. The plan also has make-whodeisions for plan participants who may otherwimelimited in the amount that
we can contribute to the 401(k) plan on the papicit's behalf. All amounts contributed to or eartgthe plan’s investments are
held in a trust account for the benefit of the papants. The trust and the liability to the paipiants are part of our general assets and
liabilities, respectively.
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15. Income Taxes

We are structured as a limited liability companyieh is a pass-through entity for federal income parposes. We own a
corporation that files its own federal, foreign astdte corporate income tax returns. The incomdgeagense) benefit related to this
corporation is included in our income tax (expensefefit, along with state and local taxes of timited liability company and other
subsidiaries. On December 30, 2010, DCP Partneygiged all of the interests in Marysville Hydrocars Holdings, LLC, an entity
that owns a taxable C-Corporation consolidatedrretmoup. We have estimated $35 million of fedataferred tax liabilities
resulting from built-in tax gains recognized in ttiansaction and have recorded this in our prelamyrpurchase price allocation as of
December 31, 2010.

The State of Texas imposes a margin tax that issses] at 1% of taxable margin apportioned to TeXesordingly, we have
recorded current tax expense for the Texas maggibeginning in 2007. The state of Michigan impoadsisiness tax of 0.8% on
gross receipts and 4.95% of Michigan taxable incofiree sum of gross receipts and income tax is stilifea tax surcharge of
21.99%. Michigan provides tax credits that may reglour final income tax liability.

Income tax (expense) benefit consists of the follayy

Year Ended December 31,

2010 2009 2008
(millions)

Current:

Federal........oooeiiiie e $ — $ — $ 3

ST YT 9) @) (13)
Deferred:

Federal........ccooiiii e 5 (14) 13

SHALE ..ottt (1) — —
Total income tax (expense) benefit................... $ (B $ (18 % 3

We had net long-term deferred tax liabilities of3lmillion and $104 million as of December 31, 204rfd 2009, respectively.
The net long-term deferred tax liabilities are indéd in deferred income taxes on the consolidatddrize sheets. The deferred tax
liabilities of $159 million and $119 million as december 31, 2010 and 2009, respectively, are piliyrassociated with
depreciation and amortization related to the a@gliintangible assets and property, plant and egeipnOffsetting the deferred tax
liabilities are deferred tax assets related tortheoperating loss of an affiliate corporation ppaoximately $24 million and $15
million as of December 31, 2010 and 2009, respetyivl he net operating losses begin expiring in20&e expect to fully utilize
the net operating loss carryovers, and, accordingjhave not provided a valuation allowance for tie¢ deferred tax asset.

On January 4, 2011, DCP Partners merged two whmNped subsidiaries acquired in the Marysville asg@ign and converted
the combined entity’s organizational structure frarf@-Corporation to a limited liability company. iBlconversion to a limited
liability company triggered tax liabilities, stemng from built-in tax gains recognized in the acdpiis of Marysville, to become
currently payable. Accordingly, $35 million of estated deferred tax liabilities associated with ggjuisition and recorded at
December 31, 2010, became current tax liabilities.

Our effective tax rate differs from statutory ragggmarily due to our being structured as a limitebility company, which is a
pass-through entity for federal income tax purpogésle being treated as a taxable entity in certtiates. Additionally, some of our
subsidiaries are tax paying entities for federabime tax purposes.

16. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number okdasion lawsuits involving royalty disputes, misssarement and
mispayment allegations. We are currently namededsritlants in some of these cases and customersasaeeted individual audit
claims related to mismeasurement and mispaymentalg@ament believes we have meritorious defensdwetsetcases and, therefore,
will continue to defend them vigorously. These oiaj however, can be costly and time consuming ferttt We are also a party to
various legal, administrative and regulatory pratiegs that have arisen in the ordinary course aflusiness, including, from time
to time, disputes with customers over various meament and settlement issues.
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In January 2010, we and DCP Partners entered is&itlement agreement with El Paso E&P Compan¥ldtaso, to resolve all
claims brought by El Paso pursuant to lawsuits @ds and Louisiana relating to a commercial disfrutelving DCP Partners’
Minden processing plant which dates back to Au@@§0. Under the terms of the settlement agreemvemand DCP Partners
collectively paid El Paso approximately $4 millidaring the first quarter of 2010. The cases havwerbdismissed in both Texas and
Louisiana.

Management currently believes that these mattakert as a whole, and after consideration of amoactsued, insurance
coverage and other indemnification arrangementénat have a material adverse effect upon our atidated results of operations,
financial position or cash flows.

General Insurance— Our insurance coverage is carried with an aféi of ConocoPhillips, an affiliate of Spectra Emeand
third-party insurers. Our insurance coverage inekiq1) general liability insurance covering thjpdrty exposures; (2) statutory
workers’ compensation insurance; (3) automobilbiliey insurance for all owned, non-owned and hineghicles; (4) excess liability
insurance above the established primary limitsgfeneral liability and automobile liability insurago(5) property insurance, which
covers the replacement value of real and persorgdgrty and includes business interruption; andd{f§ctors and officers insurance
covering our directors and officers for acts rethte our business activities. All coverage is subje certain limits and deductibles,
the terms and conditions of which are common fampanies with similar types of operations.

Environmental— The operation of pipelines, plants and otheilfées for gathering, transporting, processingating, or storing
natural gas, NGLs and other products is subjestimgent and complex laws and regulations pentajnd health, safety and the
environment. As an owner or operator of these fted, we must comply with United States laws ardulations at the federal, state
and local levels that relate to air and water giyalhazardous and solid waste storage, managemnangportation and disposal, and
other environmental matters including recently addEPA regulations related to reporting of greamd®gas emissions which
became effective in January 2010. The cost of glagrdesigning, constructing and operating pipdir@ants, and other facilities
must incorporate compliance with environmental land regulations and safety standards. Failuretopty with these laws and
regulations may trigger a variety of administratie&vil and potentially criminal enforcement meassyrincluding citizen suits, which
can include the assessment of monetary penalliesiriposition of remedial requirements, the iss@amidnjunctions or restrictions
on operations. Management believes that, basedioarmtly known information, compliance with thesevs and regulations will not
have a material adverse effect on our consolidatsdlts of operations, financial position or caiw.

We make expenditures in connection with environrabmtatters as part of our normal operations. Envinental liabilities as of
December 31, 2010 and 2009, included in the codatdid balance sheets as other current liabilitiesunted to $6 million and $5
million, respectively, and environmental liabilisiéncluded in the consolidated balance sheetstar dvng-term liabilities amounted
to $9 million and $11 million, respectively.

Operating Leases— We utilize assets under operating leases in seeeeals of operations. Consolidated rental expense,
including leases with no continuing commitment, ameed to $38 million, $40 million and $45 milliom 2010, 2009 and 2008,
respectively. Rental expense for leases with eficalalauses is recognized on a straight line basér the initial lease term.

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

Minimum Rental Payments

(millions)
2000 56
200z i 51
2000 46
2014, i 36
200t 27
Thereafter......ccooveeeeeceeeieieeeeens 91

Total minimum lease payments &
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17. Guarantees and Indemnifications

We periodically enter into agreements for the asijigin or divestiture of assets. These agreememt$ain indemnification
provisions that may provide indemnity for envirormte, tax, employment, outstanding litigation, brkas of representations,
warranties and covenants, or other liabilities tedieto the assets being acquired or divested. Gairay be made by third parties
under these indemnification agreements for varjpersods of time depending on the nature of themlal he effective periods on
these indemnification provisions generally havertgof one to five years, although some are lon@am. maximum potential
exposure under these indemnification agreementsagndepending on the nature of the claim andghsicular transaction. We are
unable to estimate the total maximum potential amtad future payments under indemnification agreata@ue to several factors,
including uncertainty as to whether claims will bmde under these indemnities. We have issued giggsifor certain of our
consolidated subsidiaries, however, we are notireduo, and have not, recognized such guaranteadiability in our consolidated
financial statements.

18. Supplemental Cash Flow Information

Year Ended December 31,

2010 2009 2008
(millions)
Cash paid for interest, net of capitalized inte......................... $ 25¢ % 21€ $ 19C
Cash paid for income taxes, net of income tax rék................ $ 6 $ 1C $ 5
Non-cash investing and financing activiti
Distributions payableo member..............iiiiiinin. $ 7% 71 $ —
Property, plant and equipment acquired with accepatyabl.... $ 72 % 24 3 44
Other noi-cash additions of property, plant and equipr.......... $ 7 % 1C $ 6
Acquisition related contingent considerar..........c..c.occvvveeeeenn $ 4 % — $ —

During the years ended December 31, 2010 and 208%¢eceived distributions from DCP Partners of $dilion and $37
million, respectively, which are eliminated in catiglation.
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19. Valuation and Qualifying Accounts and Reserves

Our valuation and qualifying accounts and resefeeshe years ended December 31, 2010, 2009 an8 a6®as follows:

Charged to
Balance at Consolidated Charged to
Beginning of  Statements of Other Balance at
Period Operations Accounts (b)  Deductions (¢) End of Period
(millions)

December 31, 2010:
Allowance for doubtful accounts............cccceeveeevvimen, $ 3 $ — $ — $ (1) $ 2
ENVIronmMental .......ccoeeeeeiiiiiiiiiiiiiis e 16 3 — 4) 15
[T F= Lo ] o S 6 — — (4) 2
Other (8) «oooe oot 1 — 4 (2) 3
$ 26 $ 3 $ 4 $ 1) 3 22

December 31, 2009:
Allowance for doubtful accounts............cceeeeeeuverimne, $ 6 $ 2 $ — $ (5) $ 3
Environmental ..........ccccooeeeiiiiiiiiiiceeeeee e, 18 2 — (4) 16
[T F= Lo ] o 4 2 — — 6
Other (8) «oooo ot 3 — — (2) 1
$ 31 $ 6 $ — $ (11) $ 26

December 31, 2008:
Allowance for doubtful accounts............cceeeeeeeuverimne, $ 5 $ 2 $ — $ 1) $ 6
Environmental ..., 12 1C — (4) 18
LItIQAtION ..eeeeiieeeeei e 15 — — (11) 4
Other (8) «oooo ot 3 — — — 3
$ 35 $ 12 $ — $ (16) $ 31

(a) Principally consists of other contingency reserwesich are included in other current liabilities.

(b) Consists of the fair value of contingent considiemratrecognized in relation to acquisitions and thechase of an additional interest in a
subsidiary.

(c) Consists of cash payments, collections, reserversals, liabilities settled, and the re-measurenadnthe fair value of contingent
consideration.

20. Subsequent Events
We have evaluated subsequent events occurringghrBebruary 18, 2011, the date the consolidateahitial statements were
issued. We have evaluated subsequent events auguihriough September 14, 2011, the date the cateseldl financial statements

were reissued.

On January 27, 2011, the board of directors of DRAPtners’ general partner declared a quarterlyidigion of $0.6175 per unit,
payable on February 14, 2011 to unitholders of rdan February 7, 2011.

On January 1, 2011, we completed the previouslyanned sale of a 33.33% interest in the DCP SowthEexas business to
DCP Partners for $150 million, in a transaction aig@ntities under common control. The transacti@s financed with borrowing
under the DCP Partners’ revolving credit facility.

In January 2011, our board of directors approve&&® million dividend which was paid in January 201
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