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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(millions)
June 30, December 31,
2011 2010
(Unaudited)
ASSETS
Current assets:
Cash and cash eqUIVAIENTS ................. e eeseeesieie e e eeeaeaeeeeeeseasnnnsrnnrnnne $ 5 8
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million each period.............. 936 1,013
N 111 L= (S 282 239
L@ ] 1T N 39 18
LNV g1 (o T4 [T 87 108
Unrealized gains on derivative iNStrUMENTS. .o 162 144
(O] 1 1= PO PPPTR 74 43
TOtAl CUITENT ASSELS .. iiiiii et eeeeeeme e e e e e e e e e e e e e et e es 1,585 1,573
Property, plant and eqUIPMENT, NET......... o eereeiiiiiiiaiaeaaee e erree e 5,566 5,287
Investments in unconsolidated affiliates.........ccoeeveviiiiiiiiiiii 156 159
INtANGIDIE BSSELS, NEL......uiiiiiiiiiiii it et ee e e e e e e e 376 387
[0 Yo Lo .7/ | 728 721
Unrealized gains on derivative iNStrUMENES. e oo e e e 40 25
(@)1 =T (o g To T (T g = TS TT= S 94 86
TOUAI ASSELS ..ottt e e e ettt e e e et e et et et e e et et et e e e en et et et e e e eeeeeeens $ 8,545 8,238
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
I = o [T $ 1,068 1,105
N 111 L= L (S 90 79
(@1 01T O 49 33
SNOMt-termM DOITOWINGS ....coiiiiiiiiiiei i st e e e e e e e e e e 460 187
Current maturities of long-term debt....... i — 250
DCP Partners’ revolving credit faCility ... 461 —
Distributions payable to members ... 64 77
Unrealized losses on derivative iINSITUMENES.........cooovviiieeiieiieeeeeeee e e e 184 180
Y Yool (VLT I = DTS 63 60
(@ ] 1 1= 243 235
Total CUrTeNt IADITIES...... et e e e eeeees 2,682 2,206
DEfEITEA INCOME TAXES .. .cievveiiieiieei e ceeeemee et e e ettt e e e et e e e s et s e e s eraaa e e e eesasmmeenaas 95 135
o o I =1 0 [T o | SRR 2,824 3,223
Unrealized losses on derivative iINSITUMENTS. ........ooovvvveieeiieiiie e eeeeeme e 81 65
Other long-term abIlItIeS .........ocuveiii e 117 128
TOtal HADIIIES ... e e eara s 5,799 5,757
Commitments and contingent liabilities
Equity:
MEMBDEIS INEEIEST .. ..ttt e e e et e e e e et eeeesetb e e eesesbansmran e eeessaes 2,241 2,073
Accumulated other comprehensive 10SS ......cccoceeeviiiiiiiiiee e, (11) (13)
Total MEMDEIS’ EQUILY .....vvieiii e e e 2,230 2,060
NONCONLIOIING INEEIEST .. .ueeii i am s 516 421
B0 = L= o 181 P 2,746 2,481
Total iabilities aNd EQUILY .........cveveeieeereeieiee s $ 8,545 8,238

See Notes to Condensed Consolidated Financial ig&atts.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(millions)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

Operating revenues:

Sales of natural gas and petroleum products .. .vveeeeeeecvmmen. $ 2,487 $ 1,870 $ 4713 $ 4,137
Sales of natural gas and petroleum products tlia#s................ 698 544 1,343 1,238
Transportation, storage and ProCeSSINg ... . oovereeersiueeeeeess 96 87 187 178
Trading and marketing gains, Net...........occeeeeeeiiime i 33 15 4 35

Total Operating reVENUES.............c.veuveceeemeeeeeeeieeeeereereeee e 3,314 2,516 6,247 5,588

Operating costs and expenses:

Purchases of natural gas and petroleum products................... 2,379 1,860 4,532 4,138

Purchases of natural gas and petroleum produots fffiliates...... 257 154 525 419

Operating and MaiNtENANCE ...........ccceiiieiieieciiiiiiiiieeieeeee e 152 153 310 286

Depreciation and amortization...............coeeeeiiiiiiiiiiiiiiiieeeeeeees, 110 102 215 205

General and adminiStratiVe ...............coceeeeeeeerieriececeeeee e 68 55 143 111

Total operating costs and EXPENSES.......coeecueeerveriacveeveennenn. 2,966 2,324 5,725 5,159

Operating INCOME .......ooiiiiiiiiiti it e eeeeees 348 192 522 429
Earnings from unconsolidated affiliates......cccc....cooooiiiiiiiiinenen. 7 10 12 19
INEIEST EXPENSE ...t e aeesese s se e (52) (70) (105) (135)
Income before income taxes 303 132 429 313
Income taxX eXPenSe .........ceeveveeeeeeeessam — — — (2)
NELINCOME ...t s et e e e e e e e e e e e e e e e, 303 132 429 311

Net income attributable to noncontrolling inter®st...........cc....... (26) (18) (19) (32)
Net income attributable to members’ iNterestS . .....cvovevereree 277 $ 114 $ 410 $ 279

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(millions)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
NELINCOME ...ttt ettt nne s $ 303 $ 132 $ 429 $ 311
Other comprehensive income (loss):
Net unrealized losses on cash flow hedges - evevreriiiiicmeeeeeaenn. 4) (5) (5) (13)
Reclassification of cash flow hedges into earnings..............ccccvvveees 5 5 10 12
Total other comprehensive income (I0SS) ... o eeeeeeeeiiiiicceeieeeeen, 1 — 5 (1)
Total comprehensive INCOME.............uuiiieeeeeeeeeee e 304 132 434 310
Total comprehensive income attributable to nonogliing interests.... (26) (18) (22) (31)
Total comprehensive income attributable to membiettgrests.............. $ 278 $ 114 $ 412 $ 279

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(millions)
Six Months Ended
June 30,
2011 2010
Cash flows from operating activities:
NEEINCOME ...ttt eemm et e e e e bt e e st e e sate e sbeeesbeestmeesteeebeeesbeeens $ 429 $ 311
Adjustments to reconcile net income to net castvfited by operating activities:
Depreciation and amortiZation.............. i 215 205
Earnings from unconsolidated affiliates .... ... (12) (29)
Distributions from unconsolidated affiliates. ...........ccoiiiieeee, 17 27
Deferred income taxX DENEfit ..............iimm i (5) (4)
(@1 01T S o 1= TP PPRP @) 2
Changes in operating assets and liabilities whinbvided (used) cash:
ACCOUNES FECEIVADIE ... 19 246
LAY Z=T a1 (o 1= PR 17 4
Net unrealized gains on derivative iNStruMeNtS.. .....c..eeveeeriiiiieeeee e, (7 (9)
ACCOUNES PAYADIE ... (24) (257)
O BT e ——————— (28) (43)
Net cash provided by operating aCtiVities ....cccc...oooiiiiiiiiiiiiiiieeee e 614 463
Cash flows from investing activities:
Capital eXPeNItUIES.......coooi et e e e e e e e e e e e e e (446) (185)
Acquisitions, net of cash acquIred..........cccccooiiiiiiiiiiii e (79) (101)
Investments in unconsolidated affiliates ... (2) 1)
Proceeds from sale of assets 12 —
Purchases of available-for-sale SECUNtIeS......ccvviiiiiiiiiii e, — (623)
Proceeds from sales of available-for-sale SE@Siti................ccccovevveeecieiieeeeenens — 571
Net cash used in iNVesting aCtiVitieS ......cceeeciiiiiiiie e, (515) (339)
Cash flows from financing activities:
Payment of dividends and distributions to members...........ccccooveeei i, (283) (373)
Proceeds from debt...........cooiiiieeecee e 716 810
Payment Of debht .........ouiiiiii e (903) (210)
Proceeds from issuance of common units by a sidnsidnet of offering costs......... 140 —
Commercial PAPET, NEL.....coi it e e 273 —
Distributions paid to noncontrolling iNtErestS...........ceviiiiiieiieeeeee (41) (29)
Purchase of additional interest in a SUDSIdIArY cu..vvvveeeieieie e, — 4)
Deferred fiNANCING COSES .......cooiiiii it cceeee e e e e e (4) (5)
Net cash (used in) provided by financing activatie.............cccceeeveeeiommmeeeeeeeeeeen (102) 189
Net change in cash and cash equivalentS.......cccccooe i e, 3 313
Cash and cash equivalents, beginning of PerioG . ..........viiiiiiiiiieeeieeeen, 8 264
Cash and cash equivalents, €nd Of PEIIOQ. . ceeweeeeveieriiieeiece e seee e $ 5 $ 577

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQU ITY
(Unaudited)
(millions)

Members’' Equity
Accumulated

Other
Members’ Comprehensive Noncontrolling Total
Interest (Loss) Income Interest Equity

Balance, January 1, 2011........ccccoovviieccmeme e $ 2,073 % (13) % 421 3 2,481
Dividends and distributions..................ccceeiiiiinninnns (270) — (42) (3112)
Equity-based compensation...........cccccoveeeeeccieeeeennns — — 2 2
Issuance of common units by a subsidiary, net of

Offering COSES ..ovvviiiiiiiiii e, 28 — 112 140
Comprehensive income (loss):

N T= ] oo 1 4= 410 — 19 429

Net unrealized losses on cash flow hedges........... — (2) 3) (5)

Reclassifications of cash flow hedges into earsing — 4 6 10

Total comprehensive iNCOMe ..........cccvvveeeeeceens 410 2 22 434

Balance, June 30, 2011.......c.cccoevvvevieeeeeere e, $ 2241 % (11) $ 516 $ 2,746
Balance, January 1, 2010........ccccevoviieeeeeeciieee e $ 2,020 $ an s 315 % 2,318
Dividends and distributions..................cceeeiiiiiinnnnnns (365) — (30) (395)
Purchase of additional interest in a subsidiary........... — — (4) (4)
Comprehensive income (loss):

NEtINCOME ..ciiiiiiiiiiee e 279 — 32 311

Net unrealized losses on cash flow hedges........... — (5) (8) (13)

Reclassifications of cash flow hedges into earsing — 5 7 12

Total comprehensive iNCOMe ..........ccccovieeeeeeene 279 — 31 310

Balance, June 30, 2010..........cc.cooevreemmeneserereiennns, $ 1,934 $ an s 312 $ 2,229

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Six Months Ended June 30, 2011 and 2010
(Unaudited)

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsidgss; or us, we, our, or the Company, is a joint ttee owned 50% by
Spectra Energy Corp and its affiliates, or Spe&rnergy, and 50% by ConocoPhillips and its affilgter 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 natgess liquids, or NGLs, and/or
condensate as well as marketing, from which we gateerevenues primarily by trading and marketingunal gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, isaater limited partnership, of which a wholly-ownsdbsidiary of ours acts
as general partner. As of June 30, 2011 and DeceB8ihe2010, we owned an approximately 26% and 28%itéd partner interest,
respectively, in DCP Partners. Additionally, asJofe 30, 2011 and December 31, 2010, we owned progjmately 1% general
partner interest in DCP Partners, for both periadsyell as incentive distribution rights that elgtius to receive an increasing share
of available cash as pre-defined distribution tasgire achieved. As the general partner of DCPrieast we have responsibility for its
operations. We exercise control over DCP Partnadsvae account for it as a consolidated subsidiary.

We are governed by a five member board of directoosisisting of two voting members from each pamsmpany and our
Chief Executive Officer and President, a non-votingmber. All decisions requiring the approval of dward of directors are made
by simple majority vote of the board, but must inde at least one vote from both a Spectra Energly@wnocoPhillips board
member. In the event the board cannot reach a ritgjdecision, the decision is appealed to the Clkgécutive Officers of both
Spectra Energy and ConocoPhillips.

These condensed consolidated financial statemefiect all normal recurring adjustments that arethie opinion of
management, necessary to present fairly the firsdpasition and results of operations for the regjwe interim periods. Certain
information and notes normally included in our aahfinancial statements have been condensed imotted from these interim
financial statements. Operating results for theéhand six months ended June 30, 2011 are not sadlysindicative of the results
that may be expected for the year ending DecemtieP@11. These condensed consolidated financitstants should be read in
conjunction with our consolidated financial statartsesfor the year ended December 31, 2010. The Déeei®1, 2010 balance sheet
included in this report has been retrospectiveljuatid to reflect changes to the preliminary pussarice allocation relating to DCP
Partners’ December 2010 acquisition of Marysvillgddocarbons Holdings, LLC, or Marysville. See N&gAcquisitions, for further
discussion of this adjustment.

The condensed consolidated financial statemente haen prepared in accordance with accounting jplies generally accepted
in the United States of America, or GAAP. Conforymwith GAAP requires management to make estimatesassumptions that
affect the amounts reported in the condensed cadeseld financial statements and notes. Althougls¢hestimates are based on
management’s best available knowledge of curredtexpected future events, actual results coulcedififom those estimates. These
condensed consolidated financial statements indlied@ccounts of the Company and all majority-owsatisidiaries where we have
the ability to exercise control and undivided irgsts in jointly owned assets. We also consolidaBPPartners, which we control as
the general partner and where the limited partdersot have substantive kick-out or participatiights. Investments in greater than
20% owned affiliates that are not variable interesstities and where we do not have the ability xereise control, and investments in
less than 20% owned affiliates where we have thbtalo exercise significant influence, are accaed for using the equity method.
Intercompany balances and transactions have bémsimated.

2. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Acunting Standards Update, or ASU, 2011-04 “Fair Via¢
Measurement (Topic 820): Amendments to Achieve Coamirair Value Measurement and Disclosure Requiremsrin U.S.
GAAP and IFRSs,”or ASU 2011-04— In May 2011, the FASB issued ASU 2011-04 whighends Accounting Standards
Codification, or ASC, Topic 820 “Fair Value Measunents and Disclosures” to change the wording useatkscribe many of the
requirements in U.S. GAAP for measuring fair vaklusd for disclosing information about fair value nrseeements, clarify the
FASB'’s intent about the application of existingrfaalue measurement requirements, and change eylartprinciple or requirement
for measuring fair value or for disclosing infornat about fair value measurements. The provisidha®U 2011-04 are effective for
us for interim and annual periods beginning aftecBmber 15, 2011 and we are currently assessingribect of adoption on our
consolidated results of operations, cash flows fimahcial position.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2011 and 2010
(Unaudited)

3. Acquisitions

On March 24, 2011, DCP Partners acquired two NGicfionation facilities in Weld County, Coloradogclated in the Denver-
Julesburg Basin, or DJ Basin, from a third partyaitransaction accounted for as an asset acquisid@€P Partners paid a purchase
price of $30 million financed at closing with bomings under DCP Partners’ revolving credit facilipnd received a post-closing
purchase price adjustment of less than $1 millibne NGL fractionation facilities, or the DJ Basimd€tionators, are located on our
processing plant sites and are operated by us. Weaentinue to operate and supply certain comndtiGLs produced by us in
Weld County to the DJ Basin Fractionators underdRristing agreements that are effective through de2018.

On December 30, 2010, DCP Partners acquired aheinterests in Marysville. The acquisition invetvthree separate
transactions with a number of parties. DCP Partaerpiired a 90% interest in Marysville from Dartétgy Corporation, a 5%
interest in Marysville from Prospect Street EnerfgyC and 100% of EE Group, LLC, which owned the raiming 5% interest in
Marysville. DCP Partners paid a purchase price@# #illion plus $6 million for net working capitand other adjustments, for an
aggregate purchase price of $101 million, subjeatustomary purchase price adjustments, for DCRniees’ 100% interest. The
purchase was financed at closing with borrowingdemDCP Partners revolving credit facility. $21 hah of the purchase price has
been deposited in an indemnity escrow to satisfyaie tax liabilities and provide for breaches efresentations and warranties of
the sellers. Approximately $19 million remains hretescrow account after approximately $2 milliorswaleased on June 15, 2011.

On January 4, 2011, DCP Partners merged two whoyred subsidiaries of Marysville and converted ¢benbined entity’s
organizational structure from a corporation toraited liability company. This conversion to a lirad liability company triggered tax
liabilities, resulting from built-in tax gains regaized in the transaction, to become currently fgaAccordingly, $35 million of
estimated deferred tax liabilities associated wiitis transaction and recorded at December 31, 26@€ame current tax liabilities as
of January 4, 2011.These tax liabilities are urterdato the tax liabilities of Marysville for whichn indemnity escrow has been
established. These tax liabilities may be greatdess than the $35 million which was initially reaed in our condensed
consolidated balance sheet, depending on the fioabunting for the Marysville business combinati@m April 18, 2011, DCP
Partners made an estimated federal tax paymer2®ifillion related to the $35 million tax liabilitthat resulted from the acquisition
of Marysville. The remaining $6 million estimateaix payable is included in accrued taxes in our @nsid consolidated balance
sheet as of June 30, 2011.

We have updated our accounting for the Marysvillisiness combination for the fair value of assetpuiied and liabilities
assumed including intangible assets, goodwill arapprty, plant and equipment. The purchase prit@ation is preliminary and is
based on initial estimates of fair values at théedaf the acquisition. We are currently evaluatthg preliminary purchase price
allocation, which will be adjusted as additionalarmation relative to the fair value of assets diadbilities becomes available. This
allocation may change in subsequent financial stetats, pending the final estimates of fair value &me final outcome of our
estimated tax liabilities. The preliminary purchgsee allocation as of June 30, 2011 is as follows

June 30,
2011

(millions)

Aggregate consideration ...................oceecmeeeuens. $ 101
CaSh . $ 3
Accounts receivab ..........ccccciiiiiiiiiiiins 1
INVENTOIY ... 5
Other CUIrent @SSE..........uveeeeeiiiiiieieeiniiiiieeeeen, 1
Property, plant and equipme.............cvvvvennnnnn. 57
Intangible asstS........coovviiriii 33
GOoOdWIll.....cooriii 4C
Other lon¢term asse........ooooevevvvevevvvviieeeeeenenn, 1
Deferred iNCOME taXi..........eeeeeiiiiieeeenineeninnn, (35)
Other current liabilities ..................cocmveevenne. (%)
Total preliminary purchase price allocation......... $ 101



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2011 and 2010
(Unaudited)

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

During the six months ended June 30, 2011 and 20&®aid tax distributions of $112 million and $164llion, respectively,
based on estimated annual taxable income allodatébnocoPhillips and Spectra Energy accordindhrtrespective ownership
percentages at the date the distributions becaree@uring the six months ended June 30, 2011 arid2®e declared and paid
dividends of $171 million and $204 million, respiely, to Spectra Energy and ConocoPhillips, allechin accordance with their
respective ownership percentages.

During the six months ended June 30, 2011 and 2DTR Partners paid distributions of $38 million ab2i8 million,
respectively, to its public unitholders.

ConocoPhillips

Long-Term NGL Purchases Contract and Transactien¥Ve sell a portion of our residue gas and NGLLmwnocoPhillips. In
addition, we purchase natural gas from and progdthering, transportation and other services tod@orhillips. Approximately
40% of our NGL production is committed to Conocolps and CP Chem, both related parties, underxsting 15-year contract,
which expires in 2015. Should the contract not eeagotiated or renewed, it provides for a five yestable wind-down period
through 2020. The NGL contract also grants Conodlipé the right to purchase at index-based pricegtain quantities of NGLs
produced at processing plants that are acquire¢bamdnstructed by us in the future in various ctesin the Mid-Continent and
Permian Basin regions, and the Austin Chalk area.afticipate continuing to purchase and sell thesamodities and provide these
services to ConocoPhillips in the ordinary cour§®uasiness.

On June 8, 2011, we announced that we have enteteén agreement to acquire the Seaway Produgislile Company from
ConocoPhillips and create new NGL transportatiopazaty from the Midcontinent to the Texas Gulf Coasarkets. The pipeline will
be renamed the Southern Hills Pipeline, or Southitis, and will be converted from refined produdsrvice to a NGL pipeline,
which will ultimately run more than 700 miles beter® two major NGL market hubs: Conway, Kansas ancdhivRelvieu, Texas. We
will add a 130-mile extension to Conway and a 30engixtension to Mont Belvieu, as well as add pungpéapacity and associated
gathering infrastructure, to the existing 580-npipeline. This approximately $750 million to $850lon total investment is
expected to have an in-service date in mid-2013.Wleoperate Southern Hills as a common carrigogline. The pipeline will open
new capacity for NGLs produced from growing Midciomgnt, Rockies and Conway-bound supply. In Junel2@iaccordance with
terms of the purchase agreement, we paid Conoclizhé deposit of approximately $40 million, whighcurrently classified in other
current assets within our condensed consolidatémhioa sheets and within acquisitions, net of cagfu&ed in our condensed
consolidated statements of cash flows.

OnJanuary 1, 2011, we entered into a 15-year gathend processing agreement with ConocoPhillgisereby ConocoPhillips
has dedicated all of its natural gas productiorhivitan area of mutual interest in Oklahoma and BeXdis contract replaces and
extends certain contracts that we previously haith @ionocoPhillips.

Spectra Energy

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

DCP Partners has propane supply agreements witbt@penergy, effective through April 2012, whichowide DCP Partners
propane supply at its marine terminals for up tpegximately 185 million gallons of propane annualfdditionally, DCP Partners
has transportation agreements with Spectra Enefigctive through January 2012, which provide DG&RtRers natural gas
transportation of approximately 35 million cubicteper day.

Transactions with DCP Partners

On January 1, 2011, we completed the sale of a3a.8terest in the DCP Southeast Texas businesSpatheast Texas, to DCP
Partners for $150 million, in a transaction amomgitees under common control. The transaction waariced at closing with
proceeds from DCP Partners’ November 2010 publigitygpffering and borrowings under the DCP Partheesolving credit facility.

8



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2011 and 2010
(Unaudited)

The proceeds we received were used to pay dowrsbart-term borrowings. Southeast Texas is a fultggrated midstream business
which includes 675-miles of natural gas pipelingsge natural gas processing plants totaling 380anicubic feet per day of
processing capacity, natural gas storage asseltsOatllion cubic feet per day of existing storagapacity, and NGL market
deliveries direct to Exxon Mobil and to Mont Belvievia DCP Partners’ Black Lake NGL pipeline. Thertes of the joint venture
agreement provide that DCP Partners’ distributifrosn the joint venture for the first seven yearsated to storage and transportation
gross margin will be pursuant to a fee-based areamgnt, based on storage capacity and tailgate vedumistributions related to the
gathering and processing business, along with reolus for all expenditures, will be pursuant to amd DCP Partners’ respective
ownership interests in Southeast Texas. We willtcare to consolidate these assets in our finarstale ments, through our 66.67%
interest in the joint venture and our consolidat@CP Partners.

Transactions with other unconsolidated affiliates
We sell a portion of our residue gas and NGLs torghase natural gas and other petroleum produets,fand provide gathering
and transportation services to, unconsolidatediatis. \WWe anticipate continuing to purchase arildceenmodities and provide

services to unconsolidated affiliates in the oraineourse of business.

The following table summarizes our transactionshwitlated parties and affiliates:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(millions)
ConocoPhillips:
Sales of natural gas and petroleum products tdiatk...................... $ 68z $ 532 $ 1,31 $ 1,211
Transportation, storage and CeSSINI........ccvreviieeeriireeneesiiee e, $ 3 % 5 % 7 $ 11
Purchases of natural gas and petroleum producis &ffiliates........... $ 157 % 99 3 287 $ 23C
Operating and general and administrative eXpe..........cccceecvveeennen. $ 2 3% 1 3 3 % 2
Spectra Energy:
Sales of natural gas and petroleum productsffiliates...................... $ — % — ¢ 1 % 1
Purchases of natural gas and petroleum products &ffiliates........... $ 68 % 25 % 171 $ 12¢
Operating and general and administrative eXpe...........ccccccveeeuneee. $ 3 % 3 % 6 $ 3
Unconsolidated affiliates:
Sales of natural gas and petroleuroducts to affiliate...................... $ 16 % 12 % 32 % 26
Transportation, storage and ProCes........cccvevvueeeeriereenesieeeeseenenn, $ 3 % 4 3 8 ¢ 10
Purchases of natural gas and petroleum producis &ffiliates........... $ 32 % 3¢ $ 67 $ 66
We had balances with related parties and affili@s$ollows:
June 30, December 31,
2011 2010
(millions)
ConocoPhillips:
Accounts receivab ........................ $ 264 $ 221
Accounts payab ..........cccceeiieen $ (68) $ (46)
Other asse .......cccoecvvvveeeevciveeinen, $ 43 3 2
Spectra Energy:
Accounts receivab ........................ $ 2 3 2
Accounts payab ..........ccccceeeeeen, $ (10) $ (20)
OthelasSet .....cccovveviiecciee e, $ 4 3 2
Unconsolidated affiliates:
Accounts receivab ...............c.e.... $ 16 $ 16
Accounts payab ..........cccceeeeeieenn, $ (12) $ (13)



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2011 and 2010

(Unaudited)
5. Inventories
Inventories were as follows:
June 30, December 31,
2011 2010
(millions)

NatUral gas .....coeevvereereeeeiieereniee e $ 27 $ 11

NGLS .ttt nneee e 60 97

Total inventories...........c.cccceeveuvenee, $ 87 $ 108

6. Property, Plant and Equipment
Property, plant and equipment by classificatioassfollows:
Depreciable June 30, December 31,
Life 2011 2010
(millions)

Gathering and transmission syste............... 15-30vyear $ 5601 $ 5,441
Processing, storage and terminal facili...... 0- 50 year 3,04z 2,807
Othel e 0- 30 year 26( 258
Construction work in progress.................... 62& 54t
Property, plant and equipme.................... 9,528 9,04¢
Accumulated depreciation.......................... (3,9€2) (3,759
Property, plant and equipment, net......... $ 556 $ 5287

Depreciation expense for the three and six monttaed June 30, 2011 was $104 million and $203 millicespectively.
Depreciation expense for the three and six monttaed June 30, 2010 was $98 million and $195 millispectively.

Interest capitalized on construction projects fog three and six months ended June 30, 2011 wasifién and $9 million,
respectively. Interest capitalized on construciwojects for the three and six months ended June800 was $3 million and $5
million, respectively.

Asset Retirement Obligations- As of June 30, 2011 and December 31, 2010, we3#&imillion and $79 million, respectively,
of asset retirement obligations, or AROs, in otlmarg-term liabilities in the consolidated balandests. During the second quarter of
2011, we recorded a change in estimate to reducABRDs by approximately $6 million. The change istienate was primarily
attributable to a reassessment of anticipated tnoihsettlements and of the original ARO estimagedounts. Accretion benefit was
$3 million and $2 million for the three and six mitrs ended June 30, 2011, respectively. Accretigrease was $2 million and $3
million for the three and six months ended June B0, respectively. Accretion expense is recordétin operating and
maintenance expense in our condensed consolidtatahsents of operations.

The following table summarizes changes in the asst@ement obligations, included in our balanceets:

June 30 December 31

2011 2010
(millions)
Balance, beginning of perit.........ccccoovviiiiiiiiiii e, $ 79 $ 73
Accretion (benefit) EXPeNnSe.........vvviiiiieeecei (2) 5
LiabilitieS INCUMTE.....coi it — 2
LiabilitieS SELIE(........rvvreeeeeceeicieiesceeee e (2 1)
Balance, nd Of PETIOU.........c.ovveeeeeeeeeeeeeeereeeeeeeereeeeeeeeresseeeens $ 7€ $ 7€
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7. Goodwill and Intangible Assets

The change in the carrying amount of goodwill isfelows:

June 30, December 31,
2011 2010
(millions)
Beginning of perio ........cccccccvevveeeviiiennn, $ 721 $ 662
ACUISITIONS ... 7 59
ENd of PEIOC.....ccoccveeiieiieieceeeeeee $ 728 $ 721

Gooduwill increased in 2011 approximately $7 milliprimarily as a result of a purchase price adjusitrelated to the settlement
of a contingent payment in conjunction with the asition of Michigan Pipeline & Processing, LLC.

Intangible assets consist of customer contractduding commodity purchase, transportation and pssing contracts and
related relationships. The gross carrying amoudt@cumulated amortization of these intangible &saee included in the
accompanying condensed consolidated balance sagattangible assets, net, and are as follows:

June 30, December 31,
2011 2010
(millions)
Gross carrying amouU ...........ccocevveeeeeenns $ 524  $ 522
Accumulated amortizatian....................... (148 (136
Intangible assets, Net .........coeeevveiieeme. $ 376 % 387

During the three and six months ended June 30, 2@&lrecorded amortization expense of $6 millio &12 million,
respectively. During the three and six months endieae 30, 2010, we recorded amortization expenggtahillion and $10 million,
respectively. As of June 30, 2011, the remaining&ination periods ranged from two years to 24 ywavith a weighted-average

remaining period of approximately 19 years.

The weighted-average remaining amortization is 2arg for the $33 million of intangible assets acqdiwith our acquisition of
Marysuville.

Estimated future amortization for these intangiagsets is as follows:

Estimated Future Amortization

(millions)

Remainder of 2011.... $ 13
2012, 26
2013, 26
2014, 20
2015 .., 19
Thereatfter................. 27z

TOtal.oveeeeveeeeeeen $ 376

8. Fair Value Measurement

Determination of Fair Value

Below is a general description of our valuation hedologies for derivative financial assets andilitibs, as well as short-term
and restricted investments, which are measurediavélue. Fair values are generally based uportegiaarket prices, where
available. If listed market prices or quotes ar¢ anailable, we determine fair value based uponaaket quote, adjusted by other
market-based or independently sourced market datih as historical commodity volatilities, crude fiture yield curves, and/or
counterparty specific considerations. These adjastsiresult in a fair value for each asset or lipunder an “exit price”
methodology, in line with how we believe a marketpé participant would value that asset or liabilityese adjustments may include
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amounts to reflect counterparty credit quality, g#féect of our own creditworthiness, the time valfemoney and/or the liquidity of
the market.

» Counterparty credit valuation adjustments are neagswhen the market price of an instrument isindicative of the fair
value as a result of the credit quality of the ctamparty. Generally, market quotes assume thatalhterparties have near
zero, or low, default rates and have equal creddliy. Therefore, an adjustment may be necesgargftect the credit
quality of a specific counterparty to determine the value of the instrument. We record countetgarredit valuation
adjustments on all derivatives that are in a neeagosition as of the measurement date in accaelaith our established
counterparty credit policy, which takes into accbany collateral margin that a counterparty maydaosted with us as
well as any letters of credit that they have pradd

» Entity valuation adjustments are necessary to cetlee effect of our own credit quality on the faialue of our net liability
position with each counterparty. This adjustmeketinto account any credit enhancements, sucloléesteral margin we
may have posted with a counterparty, as well aslatigrs of credit that we have provided. The metblogy to determine
this adjustment is consistent with how we evaluadanterparty credit risk, taking into account owvrocredit rating, current
credit spreads, as well as any change in such dgrsiace the last measurement date.

» Liquidity valuation adjustments are necessary wiverare not able to observe a recent market pricdifiancial instruments
that trade in less active markets for the fair \@ato reflect the cost of exiting the position. Excige traded contracts are
valued at market value without making any additioveuation adjustments and, therefore, no liquidiserve is applied.
For contracts other than exchange traded instruspeve mark our positions to the midpoint of the faisk spread, and record
a liquidity reserve based upon our total net paositiWe 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 described @bo& calculated on this
basis. We believe that the portfolio level approagpresents the highest and best use for thesésass¢here are benefits inherent in
naturally offsetting positions within the portfolat any given time, and this approach is consistettt how a market participant
would view and value the assets and liabilitiesthélugh we take a portfolio approach to managingéhassets/liabilities, in order to
reflect the fair value of any one individual conttawithin the portfolio, we allocate all valuaticadjustments down to the contract
level, to the extent deemed necessary, based ugiwer ¢he notional contract volume, or the contreatue, whichever is more
applicable.

The methods described above may produce a fairevedlculation that may not be indicative of netlieable value or reflective
of future fair values. While we believe that ourlvation methods are appropriate and consistent otitler market participants, we
recognize that the use of different methodologieagssumptions to determine the fair value of cerfaiancial instruments could
result in a different estimate of fair value at tteporting date. We review our fair value policies a regular basis taking into
consideration changes in the marketplace and,déassary, will adjust our policies accordingly. S¢ate 10, Risk Management and
Hedging Activities, Credit Risk and Financial Ingtnents.

Valuation Hierarchy

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

* Level 1 —inputs are unadjusted quoted pricesidi@nticalassets or liabilities in active markets.

« Level 2 —inputs include quoted prices feimilar assets and liabilities in active markets, and tsghat are observable for
the asset or liability, either directly or indirdgtfor substantially the full term of the finandimstrument.

» Level 3 —inputs are unobservable and considergdiicant to the fair value measurement.
A financial instrument’s categorization within tigerarchy is based upon the input that requireshilgbest degree of judgment

in the determination of the instrument’s fair valli®llowing is a description of the valuation metlwogies used as well as the
general classification of such instruments pursuarie hierarchy.
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Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financial tnsments, which may include exchange traded insemi® (such as New York
Mercantile Exchange, or NYMEX, crude oil or natugas futures) or over-the-counter, or OTC, instratsgsuch as natural gas
contracts, costless collars, crude oil or NGL swap#ie exchange traded instruments are generaltg@bed on the NYMEX
exchange with a highly rated broker dealer senasghe 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 hatusahgset based trading and
marketing, and we may enter into natural gas andieroil derivatives to lock in a specific margin @ market conditions are
favorable. A portion of this may be accomplishedotigh the use of exchange traded derivative cotdr&uch instruments are
generally classified as Level 1 since the valuegsial to the quoted market price of the exchangeded instrument as of our balance
sheet date, and no adjustments are required. Dépgngon market conditions and our strategy we raater into exchange traded
derivative positions with a significant time horizéo maturity. Although such instruments are exaj@traded, market prices may
only be readily observable for a portion of the dtion of the instrument. In order to calculate the& value of these instruments,
readily observable market information is utilizedthe extent it is available; however, in the evirat readily observable market data
is not available, we may interpolate based uporeotsble data. In instances where we utilize anrpdated value, and it is
considered significant to the valuation of the qawt as a whole, we would classify the instrumeithw Level 2. In certain limited
instances, we may extrapolate based upon thedaslily observable data, developing our own expémtatf fair value. To the extent
that we have utilized extrapolated data, and @assidered significant to the valuation of the qait as a whole, we would classify
the instrument within Level 3.

We also engage in the business of trading enerlgyed products and services, which expose us tketasariables and
commodity price risk. We may enter into physicahtiacts or financial instruments with the objectivierealizing a positive margin
from the purchase and sale of these commodity-bastdiments. We may enter into derivative instrumsefor NGLs or other energy
related products, primarily using the OTC derivatinstrument markets, which are not as active aaid as exchange traded
instruments. Market quotes for such contracts maly be available for short dated positions (up tomonths), and an active market
itself may not exist beyond such time horizon. Qants entered into with a relatively short time tzon for which prices are readily
observable in the OTC market are generally clasdifivithin Level 2. Contracts with a longer time fmm, for which we internally
generate a forward curve to value such instrumeartsgenerally classified within Level 3. The imaifly generated curve may utilize
a variety of assumptions including, but not limiteq data obtained from third-party pricing sensgcéistorical and future expected
relationship of NGL prices to crude oil prices, tkimowledge of expected supply sources coming o, lexpected weather trends
within certain regions of the United States, and future expected demand for NGLs.

Each instrument is assigned to a level within tier&rchy at the end of each financial quarter defdeg upon the extent to which
the valuation inputs are observable. Generallyingtrument will move toward a level within the hachy that requires a lower
degree of judgment as the time to maturity appreacland as the markets in which the asset tradiéfikely become more liquid and
prices more readily available in the market, theducing the need to rely upon our internally deyeld assumptions. However, the
level of a given instrument may change, in eithi&edtion, depending upon market conditions andahailability of market
observable data.

Interest Rate Derivative Assets and Liabilities

We use interest rate swap agreements as part af\mrall capital strategy. These instruments effety exchange a portion of
our floating rate debt for fixed rate debt or oixdd rate debt for floating rate debt. The swaps generally priced based upon a
London Interbank Offered Rate, or LIBOR, instrumevith 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, whigly be observed by comparing
similar assets in the market, these instrumentskassified within Level 2. Default risk on eitheide of the swap transaction is also
considered in the valuation. We record counterpargdit and entity valuation adjustments in theualon of our interest rate swaps;
however, these reserves are not considered todignéicant input to the overall valuation.

Long-Term Assets

We offer certain eligible executives the opportyrii participate in DCP Midstream LP’s Non-Qualifi&xecutive Deferred
Compensation plan, and have elected to fund a @ouf this participation by investing in company oed life insurance policies.
These investments are reflected within our condéremsolidated balance sheets as long-term assdtara considered financial
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instruments that are recorded at fair value, witly ahanges in fair value being recorded as a gailoss in the condensed
consolidated statements of operations. Given tmat/alue of these life insurance policies is detieed based upon certain publicly
traded mutual funds whose value is readily obselevabthe marketplace, these investments are dladgswithin Level 2.

Nonfinancial Assets and Liabilities

We utilize fair value on a non-recurring basis ®rform impairment tests as required on our propetsnt and equipment,
goodwill and intangible assets. Assets and lialelitacquired in business combinations are recoed&ieir fair value as of the date of
acquisition. The inputs used to determine such\alue are primarily based upon internally develdgash flow models and would
generally be classified within Level 3, in the etdimat we were required to measure and record sisslets at fair value within our
condensed consolidated financial statements. Agltlily, we use fair value to determine the incepti@lue of our asset retirement
obligations. The inputs used to determine suchvalue are primarily based upon costs incurreddrisally for similar work, as well
as estimates from independent third parties fotstsat would be incurred to restore leased prgperthe contractually stipulated
condition, and would generally be classified withiavel 3.

We may utilize fair value on a recurring basis te@asure our contingent consideration that is a tedudertain acquisitions. The
inputs used to determine such fair value are pritps&iased upon internally developed cash flow madahd are classified within
Level 3.

The following table presents the financial instrurteecarried at fair value, by condensed consolidét@lance sheet caption and
by valuation hierarchy, as described above:

June 30, 2011 December 31, 2010
Total Total
Carrying Carrying
Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value
(millions)
Current assets (a):
Commodity derivative..................... $ 58 % 72 % 32 % 16z $ 41 % 52 % 5 % 145
Interest rate derivativi..................... $ — 3 — — 3 — 3 — 1 $ — 3 1
Long-term assets:
Commodity derivatives (I................. $ 26 $ 3 3 1 3 4C S 1  $ 4 % 1c 25
Company owned life insurance ...... $ — 8 18 % — 3 18 3 — 3 1€ $ — 3 1€
Current liabilities:
Commodity derivatives (................. $ 63 $ (72) $ 32 $ (167, $ (45) $ (73) $ (45) $ (163
Interest rate derivatives (................. $ —  $ a7 $ — a7 $ — 3 a7 $ — a7
Acquisition related contingel
consideration (€)........cccvevrvrvveruerimns 3. — 8 — 8 — 8 —  $ — % — 8 2 $ 2
Long-term liabilities (f):
Commodity derivative .................... $ @7 $ 49 3 — % (76) $ 14) $ 40) $ @ $ (55)
Interest rate derivates.................... $ —  $ 5 $ — 5 $ — (10) $ — (10)

(8) Included in current unrealized gains on derivaiivgtruments in our condensed consolidated balaheets.
(b) Included in long-term unrealized gains on derivatimstruments in our condensed consolidated balaheets.
(c) Included in other long-term assets in our condersmtsolidated balance sheets.

(d) Included in current unrealized losses on derivaingruments in our condensed consolidated balaheets.
(e) Included in other current liabilities in our condsd consolidated balance sheets as of Decemb&030,

U]

Included in long-term unrealized losses on deriainstruments in our condensed consolidated balaheets.
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Changes in Level 3 Fair Value Measurements

The tables below illustrate a rollforward of the aomts included in our condensed consolidated ba&aheets for derivative
financial instruments that we have classified withievel 3. The determination to classify a finarérestrument within Level 3 is
based upon the significance of the unobservablifaased in determining the overall fair valuetbé instrument. Since financial
instruments classified as Level 3 typically inclualeombination of observable components (that@sponents that are actively
guoted and can be validated to external sourceg)usmobservable components, the gains and lossieitable below may include
changes in fair value due in part to observablekagafactors, or changes to our assumptions on ti@eervable components.
Depending upon the information readily observabléhie market, and/or the use of unobservable inputéch are significant to the
overall valuation, the classification of any indivial financial instrument may differ from one meesment date to the next. In the
event that there is a movement to/from the clasatfon of an instrument as Level 3, we have refelcsuch items in the table below
within the “Transfers into Level 3” and “Transfeosit of Level 3" captions.
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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 anydé\Since Level 1 and Level 2 risk management imstents are not included in the
rollforwards below, the gains or losses in the &xbtio not reflect the effect of our total risk ma@eanent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three months ended June 30, 2011 (a):
Beginning balanCe ..........cccooove it $ 68 $ 13 3 69) $ (3)
Net realized and unrealized gains (losses) includezhrnings.......... 13 (2) (13) 1
Transfers into Level 3 (D) ...ocvvvviiiiiiieeee e, — — — —
Transfers out of Level 3 (D) .....coocvvviiiiieieiec e (33) — 17 2
SELBMENTS ..uiiiiice e (16) — 33 —
ENAING DAIANCE ........vovvveceececeeetetete et $ 32 $ 1 $ 82) $ —
Net unrealized gains (losses) still held includeearnings (c).......... $ 12 $ B $ 2 % —
Three months ended June 30, 2010:
Beginning balanCe ..o $ 45  $ 11 $ 1) % (6)
Net realized and unrealized gains (losses) includezhrnings.......... 4 3) 1) (2
Transfers into Level 3 (D) ...ocvvveeiiiiiieie e, — — — —
Transfers out of Level 3 (D) .....coovveviiiiieiei e (8) — 9 —
Purchases, issuances and settlements, Net. . vvviiiiiieceeeeennn, (14) — 15 —
ENAING DAIANCE ...t $ 27 $ 8 $ (28) $ (8)
Net unrealized gains (losses) still held includeearnings (c).......... $ 9 % B $ 5) $ (3)
Six months ended June 30, 2011 (a):
Beginning balanCe ..........cocooivieiiiiiie e $ 50 $ 10 $ 45) $ 1)
Net realized and unrealized gains (losses) includezhrnings.......... 41 1 (68) (2)
Transfers into Level 3 (D) .......vvveieiioeeeee e — — — —
Transfers out of Level 3 (b) (42) — 16 2
SEEMENLS ......veeeeeeeeveeeeeeee e (18) — 65 —
ENAING DAIANCE ... 32 % 1 % (32) $ —
Net unrealized gains (losses) still held includeearnings (c)......... $ 25 % — (17 $ —
Six months ended June 30, 2010:
Beginning balanCe ..........cccvoieiiiei e $ 73 $ 18 88 $ (6)
Net realized and unrealized gains (losses) includezhrnings.......... 2 (20) 6 (2)
Transfers into Level 3 (D) ...ocvvveeiiiieie e, — — — —
Transfers out of LeVel 3 (D) .....oovviveiiiiiiie e (20) — 11 —
Purchases, issuances and settlements, Netu. . ..coeeiveeeeenean, (38) — 43 —
ENAING DAIANCE ..o e $ 27 % 8 % (28) $ (8)
Net unrealized gains (losses) still held includeaarnings (C).......... $ 18 % (10) % (10) % (2)

(@) There were no purchases, issuances and salesfointbe and six months ended June 30, 2011.
(b) Amounts transferred in and amounts transferredan@treflected at fair value as of the end of theiqu

(c) Represents the amount of total gains or lossesh#®@iperiod, included in trading and marketing gaimst, attributable to

changes in unrealized gains or losses relatingsges and liabilities classified as Level 3 tha still held as of June 30, 2011

and 2010.
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During the six months ended June 30, 2011, the $om contingent consideration associated with aeguisition of Ceritas was
settled in cash. During the six months ended Juhe2810; we recognized the $1 million fair valuethé contingent consideration
associated with DCP Partners’ purchase of an aatthtiownership interest in a subsidiary, which waduded in other current
liabilities in the condensed consolidated balartvees. There was no activity relating to contingeonsideration recognized or settled
during the three months ended June 30, 2011 an6.201

During the three and six months ended June 30, 2¢4 bhad long-term asset transfers of $6 million foth periods, from Level
2 to Level 1. During the three months ended Jung2810, we had long-term liability transfers of $8llion from Level 2 to Level 1.
We had no significant transfers between Level 1 hadel 2 during the six months ended June 30, 2010.

Estimated Fair Value of Financial Instruments

We have determined fair value amounts using avélatarket information and appropriate valuation huetologies. However,
considerable judgment is required in interpretingrket data to develop the estimates of fair valecordingly, the estimates
presented herein are not necessarily indicativilhefamounts that we could realize in a current reagkchange. The use of different
market assumptions and/or estimation methods mag hanaterial effect on the estimated fair valuecaimts.

The fair value of accounts receivable, accountsapéey and short-term borrowings are not materialffedent from their carrying
amounts because of the short-term nature of thesteuiments or the stated rates approximating masgktes. Unrealized gains and
unrealized losses on derivative instruments argexat fair value. As of June 30, 2011, the cangyand fair value of our long-term
debt was $3,285 million and $3,636 million, respeely. As of December 31, 2010, the carrying anit falue of our long-term debt,
including current maturities of long-term debt, w473 million and $3,790 million, respectively.aetermine the fair value of
our variable rate debt based upon the discountedemt value of expected future cash flows, takirtg account the difference
between the contractual borrowing spread and theaspfor similar credit facilities available in tlearketplace.

17



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2011 and 2010

(Unaudited)
9. Financing
June 30, December 31,
2011 2010
(millions)
S T0] g (=T gl 0T T £ 1011/ o USRS $ 46C $ 187
DCP Midstream’s debt securities:
Issued January 2001, interest at 6.875% payabléasemally, due February 2011 ......... — 25C
Issued November 2008, interest at 9.700% payabtgasenually, due December 2C........ 25C 25C
Issued October 2005, interest at 5.375% payabléasamally, due October 20 .............. 20C 20C
Issued February 2009, interest at 9.750% payabtéamually, due March 201............... 45C 45C
Issued March 2010, interest at 5.350% payable semuially, due March 20:................... 60C 60C
Issued August 2000, interest at 8.125% payable aemially, due August 2030 {(............ 30C 30C
Issued October 2006, interest at 6.450ayable semiannually, due November 2............ 30C 30C
Issued September 2007, interest at 6.750% payangasinually, due September 2(....... 45C 45C
DCP Partners’ debt securitit
Issued September 2010, interest at 3.25%, payanessinually, due Ocber 201!............ 25C 25C
DCP Partnersrevolvingcredit facility, weighte-average variable interest rate0.67%
and1.14%, respectively, due JUNE 2012...........uuuuiiuieiiiieieeieieeiienneeereereeeeeeeeeesseeereeeens 461 39¢
Fair value adjustments related to interest ratepsfaér value hedges (8) (.......ooeeveveeviinnne 35 37
UNAMOItZEA QISCOUNT ........ceveeeeeeereeermememeeeeeeseeeeeeesee s s es s s s enn s s s sasasaeseeeeesme s enesen s (11) (12)
B0 2= |10 1= o TR 3,74t 3,66(
Current maturities of lor-term deb...........oooiii — (250;
SNOM-TEIM DOITOWING ...ttt e e e e ee et e e et e e e e e e e e e e e e e e s a et e e e aaeaaeeas (460; (187,
Current maturitie— DCP Partners’ revolving credit facili.............ccccocoeveveeerereveverenenne. (461, —
Total loNg-termM debt .......coiiiiiiee e s $ 2,82¢ % 3,22t

(&) InJuly 2009, $200 million of debt was swapped tficating interest rate obligation. These swapsumed in
February 2011.

(b) In December 2008, the swaps associated with thig dere terminated. The remaining long-term faitueaof
approximately $35 million related to the swaps &y amortized as a reduction to interest expehsauigh the
maturity date of the debt.

(c) $450 million of debt has been swapped to a fixetiast rate obligation with effective fixed inteteates ranging
from 2.94% to 5.19%, for a net effective intereate of 4.31% on the $461 million of outstanding tehder the DCP
Partners’ revolving credit facility as of June 3m11.

DCP Midstream’s Debt Securities- In March 2010, we issued $600 million principahount of 5.35% Senior Notes due 2020,
or the 5.35% Notes, for proceeds of approximaté9 % million, net of unamortized discounts and rethbffering costs. The 5.35%
Notes mature and become due and payable on March(Z®D. We pay interest semiannually on March 18 &eptember 15 of each
year, and our first payment was on September 13020 he net proceeds from this offering were usedepay a portion of our $800
million, 7.875% Notes that were due August 20104 &or general corporate purposes.

The debt securities mature and become payable ®rettpective due dates, and are not subject tesaakyng fund provisions.
The debt securities are unsecured and are redeeratiblpremium at our option.

DCP Midstream’s Credit Facilities with Financial btitutions— On March 18, 2011, we entered into an $800 moillrevolving
credit facility, or the $800 Million Facility, whikk matures in March 2015, and terminated our exgs#850 million revolving credit
facility which was entered into in January 2010damould have matured in April 2012. The $800 Miltid-acility allows for
extensions of the March 2015 maturity date for tadditional one year periods, with lender conseere were no borrowings
outstanding under the $800 Million Facility as ek 30, 2011.

We have a $450 million revolving credit facilityr the $450 Million Facility, which matures in Apr2012. Any outstanding

borrowings under the $450 Million Facility at maiiyrmay, at our option, be converted into an unsecuone-year term loan. There
were no borrowings outstanding under the $450 MiillFacility as of June 30, 2011 and December 31,020
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As of June 30, 2011, the $800 Million Facility atite $450 Million Facility, or together, the Faciés, provided us with total
revolving credit availability of $1.25 billion. Th&1.25 billion of revolving credit from the Faciliis may be used to support our
commercial paper program, and for working capitgjuirements and other general corporate purposeglsas for letters of credit.
As of June 30, 2011 and December 31, 2010, we H&D$nillion and $187 million of commercial papertstanding, respectively,
backed by the Facilities. As of June 30, 2011 aret&@mber 31, 2010, we had $7 million and $6 milliaretters of credit
outstanding, respectively. As of June 30, 2011 ahailable capacity under the Facilities was $78Biom.

The $800 Million Facility bears interest at eithét) the higher of JP Morgan'’s prime rate or thedEeal Funds rate plus 0.50%
or (2) LIBOR plus an applicable margin, which i$0% based on our credit rating. The facility incarsannual fee of 0.25% based
on our current credit rating. This fee is paid amadn and undrawn portions of the facility.

The $450 Million Facility bears interest at eith¢t) the higher of Wells Fargo’s prime rate or thederal Funds rate plus 0.50%
or (2) LIBOR plus an applicable margin, which i32% based on our current credit rating. The fagilitcurs an annual fee of 0.09%
based on our current credit rating. This fee isdpam drawn and undrawn portions of the facility.

The Facilities require us to maintain a consolidbleverage ratio (the ratio of consolidated indelmess to consolidated
EBITDA, in each case as is defined by the Facitijief not more than 5.0 to 1.0, and on a tempotzagis for not more than three
consecutive quarters (including the quarter in viarsaich acquisition is consummated), following tlimsummation of qualifying
asset acquisitions as defined by the Facilitieshenmidstream energy business of not more thand150.

DCP Partners’ Debt Securities- On September 30, 2010, DCP Partners issued $@Bi@n of 3.25% Senior Notes due October
1, 2015. DCP Partners received proceeds of $24Bomjlwhich are net of underwriters’ fees, relaexpenses and unamortized
discounts, which were used to repay funds borroweder the revolver portion of the DCP Partners’ @té&acility. Interest on the
notes is paid semiannually on April 1 and Octobef®ach year, with the first payment made on Afri011. The notes will mature
on October 1, 2015, unless redeemed prior to migtufine underwriters’ fees and related expenseslaferred in other long-term
assets in the condensed consolidated balance shegtsill be amortized over the term of the notes.

The notes are senior unsecured obligations, ran&mglly in right of payment with DCP Partners’ stihg unsecured
indebtedness, including indebtedness under the B&fhers’ Credit Facility. DCP Partners is not reqd to make mandatory
redemption or sinking fund payments with respedhese notes. The notes are redeemable at a preatid@P Partners’ option.

DCP Partners’ Credit Facilities with Financial Ingtitions— DCP Partners has an $850 million revolving crddiility that
matures on June 21, 2012, or the DCP Partners’ iCAggteement. As of June 30, 2011 and DecemberZ®1,0, DCP Partners had $1
million and $32 million, respectively, of letters oredit issued under the DCP Partners’ Credit Agnent. As of June 30, 2011, the
unused capacity under the revolving credit facilitgts $388 million.

DCP Partners’ borrowing capacity is limited at JWBt 2011 by the DCP Partners’ Credit Agreemenitiaficial covenant
requirements. Except in the case of a default, am®borrowed under DCP Partners’ credit facilitylwiot mature prior to the June
21, 2012 maturity date.

Under DCP Partners’ Credit Agreement, indebtednmster the revolving credit facility bears interesteither: (1) the higher of
Wells Fargo Bank’s prime rate or the Federal Furate plus 0.50% or (2) LIBOR plus an applicable giar which ranges from
0.23% to 0.575% dependent upon DCP Partners’ ctoeit rating. The DCP Partners’ revolving crefditility incurs an annual
facility fee of 0.07% to 0.175% dependent upon DE&tners’ credit rating. This fee is paid on drasamd undrawn portions of DCP
Partners’ revolving credit facility.

The DCP Partners’ Credit Agreement requires DCRrieais to maintain a leverage ratio (the ratio sfédbnsolidated
indebtedness to its consolidated EBITDA, in eackecas is defined by the DCP Partners’ Credit Agreethof not more than 5.0 to
1.0, and on a temporary basis for not more thaedthwonsecutive quarters (including the quarter fcly such acquisition is
consummated) following the consummation of assquégitions in the midstream energy business ofmote than 5.5 to 1.0.

Other Agreements- As of June 30, 2011, DCP Partners had a contihggtter of credit facility for up to $10 millionon which
DCP Partners pays a fee of 0.50% per annum. Asin€ B0, 2011, DCP Partners had no letters of ciisdited under this facility.
Any letters of credit issued on this facility wilthcur a net fee of 1.75% per annum and will notuied the available capacity under the
DCP Partners’ Credit Agreement.
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Other Financing—In March 2011, DCP Partners issued 3,596,636 commuts at $40.55 per unit. DCP Partners received
proceeds of $140 million, net of offering costs.

In November 2010, DCP Partners issued 2,875,000ncomunits at $34.96 per unit. DCP Partners recemexteeds of $96
million, net of offering costs.

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

10. Risk Management and Hedging Activities, CrediRisk and Financial Instruments

Our day-to-day operations expose us to a varietyss including but not limited to changes in theces of commodities that we
buy or sell, changes in interest rates, and theibrrthiness of each of our counterparties. We agmcertain of these exposures by
using physical and financial derivative instrumemft of our commodity derivative activities are nducted under the governance of
internal Risk Management Committees that estalpislities, limiting exposure to market risk and rétpg daily reporting to
management of potential financial exposure. Thediies 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 isrpgmarily accounted for using the mark-to-market hed of accounting;
however, depending upon our risk profile and ohijexg, in certain limited cases, we may executegeations that qualify for the
hedge method of accounting. The risks, strategmesiastruments used to mitigate such risks, as agllhe method of accounting are
discussed and summarized below.

Natural Gas Asset Based Trading and Marketing

Our natural gas asset based trading and markettigitées engage in the business of trading enerjgited products and
services, including managing purchase and saletéghios, storage contracts and facilities, and saortation commitments for
products. These energy trading operations are eegptsmarket variables and commodity price riskhwigéspect to these products
and services, and we may enter into physical catgrand financial instruments with the objectivereflizing a positive margin from
the purchase and sale of commodity-based instrusn®¥ié manage commodity price risk related to owaad leased natural gas
storage and pipeline assets by engaging in nagaslasset based trading and marketing. The comalexivities related to our
natural gas asset based trading and marketing pitin@nsist of time spreads and basis spreads.

We may execute a time spread transaction when ifferéince between the current price of natural @=ssh or futures) and the
futures market price for natural gas exceeds oust obstoring physical gas in our owned and/or Ehstorage facilities. The time
spread transaction allows us to lock in a margirewlthis market condition exists. A time spread saction is executed by
establishing a long gas position at one point meiand establishing a corresponding short gasipasit a different point in time. We
typically use swaps to execute these transactiwh&h are not designated as hedging instrumentsaa@decorded at fair value with
changes in fair value recorded in the current pédondensed consolidated statement of operatioméleMgas held in our storage
locations is recorded at the lower of average cosharket, the derivative instruments that are useghanage our storage facilities
are recorded at fair value and any changes inviaiue are currently recorded in our condensed clichst@d statements of operations.
Even though we may have economically hedged oupsype and locked in a future margin the use of Ipekcost-or-market
accounting for our physical inventory and the u$enark-to-market accounting for our derivative inghents may subject our
earnings to market volatility.

We may execute basis spread transactions when #nkahprice differential between locations on aglipe asset exceeds our
cost of transporting physical gas through our owaad/or leased pipeline asset. When this marketlitimm exists, we may execute
derivative instruments around this differentiatla¢ market price. This basis spread transacticowalus to lock in a margin on our
physical purchases and sales of gas. We typicaé/swaps to execute these transactions, whichatréasignated as hedging
instruments and are recorded at fair value withndes in fair value recorded in the current periothdensed consolidated statements
of operations. As discussed above, the accountinglfiysical gas purchases and sales and the adoguot the derivative
instruments used to manage such purchases anddsfiéggsand may subject our earnings to marketatiity, even though the
transaction represents an economic hedge in whighawve locked in a future margin.
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Additionally, in order for our storage facilities remain operational, we maintain a minimum levebase gas in each storage
cavern, which is capitalized on our consolidatethhae sheets as a component of property, plantauipment, net. As of June 30,
2011, there was a deferred loss of $3 million rawiagd in AOCI, in relation to our 2009 storage cavexpansion.

During 2011, Southeast Texas commenced an expapsiect to build an additional storage cavern. dmmmpletion of the
expansion project, Southeast Texas will be requicggurchase a significant amount of base gas tiogathe storage cavern to
operation. To mitigate risk associated with thisdfcasted purchase of natural gas, Southeast Texasited a series of derivative
financial instruments, which have been designatedash flow hedges. Any effective changes in failue of these derivative
instruments will be deferred in AOCI until the untigng purchase of inventory occurs. While the cgstid or received upon
settlement of these hedges will economically oftbetcash required to purchase the base gas, deyrdd gain or loss at the time of
the purchase will remain in AOCI until such timeatithe cavern is emptied and the base gas is sold.

NGL Proprietary Trading

Our NGL proprietary trading activity includes trauj energy related products and services. We unkletteese activities through
the use of fixed forward sales and purchases, agisspread trades, storage opportunities, putdribns, term contracts and spot
market trading. These energy trading operationseaposed to market variables and commaodity prisk with respect to these
products and services, and these operations may amib physical contracts and financial instrungewith the objective of realizing
a positive margin from the purchase and sale of madity-based instruments. These physical and fir@itstruments are not
designated as hedging instruments and are recatiedr value with changes in fair value recordedhe current period condensed
consolidated statements of operations.

Commodity Cash Flow Protection Activities at DCP Raers

As a result of DCP Partners’ operations of gathgriprocessing and transporting natural gas, DCRnees takes title to a portion
of residue gas, NGLs and condensate, which areidersdd to be DCP Partners’ equity volumes. The pes®n of and the related
operations of transporting and marketing of NGLgates commodity price risk due to market changesoimmodity prices,
primarily with respect to the prices of NGLs, naligas and crude oil. DCP Partners has mitigatpdréion of its expected
commodity cash flow risk associated with these gguolumes through 2016 with natural gas, NGL amdde oil derivatives.
Additionally, given the limited depth of the NGL deatives market, DCP Partners utilizes crude aibps and costless collars and
NGL swaps to mitigate a portion of its commaodityige risk exposure for NGLs. When the relationshfN&sL prices to crude oil
prices is at a discount to historical ranges, DGRPtRers experiences additional exposure as a resthe relationship where DCP
Partners utilizes crude oil swaps to mitigate NGicp exposure. For shorter dated time periods wiieeeNGL markets have greater
liquidity, DCP Partners has utilized NGL swaps t@igate a portion of its NGL price risk through Dember 2011 by entering into
incremental NGL financial positions and by exchamgcrude oil swaps for NGL swaps. These transastame primarily
accomplished through the use of swaps that exch&x@fe Partners’ floating price risk for a fixed pecbut the type of instrument
that is used to mitigate risk may vary dependingu CP Partners’ risk objective. These transactimesnot designated as hedging
instruments for accounting purposes and the chamégr value is reflected in the current periodthin our condensed consolidated
statements of operations.

Interest Rate Risk

We enter into debt arrangements that have eitbedfior floating rates, therefore we are exposeshémket risks related to
changes in interest rates. We periodically userggerate swaps to hedge interest rate risk astatiaith our debt. Our primary goals
include: (1) maintaining an appropriate ratio ofdd-rate debt to floating-rate debt; (2) reducirgdatility of earnings resulting from
interest rate fluctuations; and (3) locking in atttive interest rates based on historical rates.

DCP Partners mitigates a portion of its interesénask with interest rate swaps that reduce DCRriRas’ exposure to market
fluctuations by converting variable interest ratedixed interest rates. These interest rate swgngeements convert the interest rate
associated with the indebtedness outstanding uth@eDCP Partners’ revolving credit facility to éd rate obligation, thereby
reducing the exposure to market rate fluctuations.

At June 30, 2011, DCP Partners had interest ratgpsagreements totaling $450 million, of which DC&fhers has designated

$425 million as cash flow hedges and accountstierremaining $25 million under the mark-to-markedthiod of accounting. As
DCP Partners generally expects to have variabledabt levels equal to or exceeding their swap tnss during their term, the entire
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$450 million of these agreements generally mitiga@P Partners’ interest rate risk through June 2@tith $150 million extending
from June 2012 through June 2014.

DCP Partners’ has designated $425 million of int¢rate swap agreements as cash flmeges, and effectiveness is determined
by matching the principal balance and terms withttbf the specified obligation. The effective poris of changes in fair value are
recognized in Accumulated other comprehensive inedlmss), or AOCI, in the condensed consolidateldubee sheets and are
reclassified into earnings as the hedged transasiimpact earnings. However, due to the volatitifithe interest rate markets, the
corresponding value in AOCI is subject to changepto its reclassification into earnings. Ineffae portions of changes in fair
value are recognized in earnings during the peti@y are identified.

As of June 30, 2011, $275 million of the agreemeefwrice prospectively approximately every 90 daps the remaining $175
million of the agreements reprice prospectively apgmately every 30 days. Under the terms of thierast rate swap agreements,
DCP Partners pays fixed rates ranging from 2.94%.1®9%, and receives interest payments based otintee-month and one-month
LIBOR. The differences to be paid or received untier interest rate swap agreements are recognged adjustment to interest
expense.

We previously had interest rate cash flow hedggslate that were terminated in 2000. As a resthlg, temaining net loss
deferred in AOCI relative to these cash flow hedgélsbe reclassified to interest expense througja temaining term of the debt
through 2030, as the underlying transactions imgachings.

Credit Risk

Our principal customers range from large, natuiad gharketing services to industrial end-users formatural gas products and
services, as well as large multi-national petrocteaiand refining companies, to small regional prop distributors for our NGL
products and services. Substantially all of ourunak gas and NGL sales are made at market-basedsrApproximately 40% of our
NGL production is committed to ConocoPhillips an& Chem, both related parties, under an existingyé&r contract, the primary
production commitment of which expires in 2015. $kbncentration of credit risk may affect our ovecaedit risk, in that these
customers may be similarly affected by changescion®mic, regulatory or other factors. Where exposectedit risk, we analyze the
counterparties’ financial condition prior to entagiinto an agreement, establish credit limits arwhitor the appropriateness of these
limits on an ongoing basis. We may use various @@aagreements that include language giving usitie to request collateral to
mitigate credit exposure. The collateral languagwvjales for a counterparty to post cash or lett#rsredit for exposure in excess of
the established threshold. The threshold amounesgmts an open credit limit, determined in accaogawith our credit policy. The
collateral language also provides that the inaptiit post collateral is sufficient cause to termima contract and liquidate all
positions. In addition, our master agreements amdstandard gas and NGL sales contracts contaigte assurance provisions,
which allow us to suspend deliveries and canceéagrents, or continue deliveries to the buyer &fterbuyer provides security for
payment in a satisfactory form.

Contingent Credit Features

Each of the above risks is managed through theetken of individual contracts with a variety of anterparties. Certain of our
derivative contracts may contain credit-risk retht®ntingent provisions that may require us to takeain actions in certain
circumstances.

We have International Swap Dealers AssociatiodS@A, contracts which are standardized master legalngements that
establish key terms and conditions which governaiarderivative transactions. These ISDA contraxistain 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 cnedihg agencies,
certain of our ISDA counterparties have the rightéduce our collateral threshold to zero, potdlyti®quiring us to fully
collateralize any commaodity contracts in a net lidp position.

* In some cases, our ISDA contracts contain crossuleprovisions that could constitute a credit-rigkated contingent
feature. For example, if we were to fail to makeegjuired interest or principal payment on a delstinment, above a
predefined threshold level, and after giving effectiny applicable notice or grace period as defiirethe ISDA contracts,
our ISDA counterparties may have the right to resjiearly termination and net settlement of any tanding derivative
positions.
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* Additionally, if DCP Partners were to have an etige event of default under the DCP Partners’ Ctédjreement that
occurs and is continuing, DCP Partners’ ISDA coupéaties may have the right to request early teation and net
settlement of any outstanding derivative liabilggsitions.

Depending upon the movement of commaodity prices iatelest rates, each of our individual contractdweounterparties to our
commodity derivative instruments or interest rat@p instruments are in either a net asset or aility position. Our commaodity
derivative contracts that are not governed by IS&htracts do not have any credit-risk related amgint features. As of June 30,
2011, we had $79 million of individual commodity ieative contracts that contain credit-risk relatghtingent features that were in
a net liability position, and have not posted amgl collateral relative to such positions. If aditeisk related event were to occur
and we were required to net settle our positiortwvait individual counterparty, our ISDA contractgpé us to net all outstanding
contracts with that counterparty, whether in a agtet or net liability position, as well as any lcasllateral already posted. As of
June 30, 2011, if a credit-risk related event wiereccur, we may be required to post additionalatelral. Additionally, although our
commaodity derivative contracts that contain craik related contingent features were in a netiligbposition as of June 30, 2011,
if a credit-risk related event were to occur, thet fiability position would be partially offset bgontracts in a net asset position
reducing our net liability to $74 million.

As of June 30, 2011, DCP Partners’ interest ratagswvere in a net liability position of $22 millionf which, the entire amount
is subject to credit-risk related contingent feawurlf DCP Partners were to have an event of défalétive to any covenants of its
credit agreement, that occurs and is continuing,dbunterparties to DCP Partners’ swap instrumbate the right to request early
termination and net settlement of the outstandiagwative position.

Collateral

As of June 30, 2011, we held cash of $2 millionluded in other current liabilities in the condedsmnsolidated balance sheet
related to cash postings by third parties, ancelstof credit of $96 million from counterpartiessecure their future performance
under financial or physical contracts. We had cdshosits with counterparties of $14 million inclubie other current assets as of
June 30, 2011, to secure our obligations to providare services or to perform financial contrads. of June 30, 2011, DCP
Partners had a contingent letter of credit facifiy up to $10 million, on which DCP Partners had letters of credit issued and
outstanding. This contingent letter of credit fétgilwas issued directly by a financial instituti@md does not reduce the available
capacity under the DCP Partners’ Credit Agreemastof June 30, 2011, DCP Partners had no other caliateral posted with
counterparties to its commaodity derivative instrurtge As of June 30, 2011, we had issued and outtgrparental guarantees
totaling $95 million in favor of certain counterpias to DCP Partners’ commodity derivative instrurtgeto mitigate a portion of
DCP Partners’ collateral requirements with thoserterparties. DCP Partners pays us a fee of 0.568&pnum on these guarantees.
These parental guarantees and the contingent lefttredit facility reduce the amount of cash DCBrfPers may be required to post
as collateral. Collateral amounts held or posted tmafixed or may vary, depending on the valuelwd inderlying contracts, and
could cover normal purchases and sales, tradinghaadding contracts. In many cases, we and our @patties publicly disclose
credit ratings, which may impact the amounts oflataral requirements.

Physical forward contracts and financial derivatiage generally cash settled at the expiratiorhefd¢ontract term. These
transactions are generally subject to specific itn@abvisions within the contracts that would alldte seller, at its discretion, to
suspend deliveries, cancel agreements or contielieedies to the buyer after the buyer provideswséyg for payment satisfactory to
the seller.
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Summarized Derivative Information

The following summarizes the balance within AOCétof noncontrolling interest, relative to our coradity and interest rate
cash flow hedges:

June 30, December 31,

2011 2010
(millions)
Commodity cash flow hedges:
Net deferred losses in AO................. $ 3 ¢ 3
Interest rate cash flow hedg
Net deferred losses in AOCI.............. (8) (10)
Total AOCI ..o $ (1) % (13)

The fair value of our derivative instruments tha¢ @esignated as hedging instruments, those teanarked-to-market each
period, and the location of each within our condethsonsolidated balance sheets, by major categ@syymmarized as follows:

June 30, December 31, June 30, December 31,
Balance Sheet Line Item 2011 2010 Balance Sheet Line Item 2011 2010
(millions) (millions)
Derivative Assets Designated as Hedging Instruments Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivatiy Unrealized losses on derivati
instruments — current................. $ — 3 1 instruments — current............. $ (16) $ (12)
Unrealized gains on derivatiy Unrealized losses on derivati
instruments — long-term.............. — — instruments — long-term......... 5) (5)
$ — 3 1 $ (21 $ 17
Derivative Assets Not Designated as Hedging Instruents: Derivative Liabilities Not Designated as Hedging Irstruments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivatiy Unrealized losses on derivati
instruments — current................. $ — 3 — instruments — current............. $ @ s 5)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term.............. — — instruments — long-term........ — (%)
$ —  $ — $ 1 $ (10)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current................. $ 162 3 143 instruments — current............. $ ae67) $ (163)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments— long-tern ................ 40 25 instruments— long-terrr........... (76) (55)
$ 202 % 168 $ (243) $ (218)
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The following table summarizes the impact on oundensed consolidated balance sheets and condeossdlicated statements
of operations of our derivative instruments, nehohcontrolling interest, that are accounted fangghe cash flow hedge method of
accounting:

Gain (Loss)
Recognized in Income
on Derivatives—

Deferred
Loss Reclassified Ineffective Portion and Losses in AOCI
Loss Recognized in from AOCI to Amount Excluded Expected to be
AOQOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Three Months Ended June 30, Over the Next
2011 2010 2011 2010 2011 2010 12 Months
(millions) (millions)
Interest rate derivatives.... $ 1 $ (2) $ 2 $ @@ $ — $ — (a)(b)
Six Months Ended June 3C
2011 201( 2011 201( 2011 201(
(millions)
Interest rate derivatives.... $ 2 $ (5) $ 4 % 5) (@ $ — $

(@b) $ 5)
(@) Included in interest expense in our condensed dateted statements of operations.

(b) For the three and six months ended June 30, 20412840, no derivative gains or losses were recfassfrom AOCI to current period
earnings as a result of the discontinuance of disthedges related to certain forecasted traneastthat are not probable of occurring.

Change in value of derivative instruments, for whtbe hedge method of accounting has not beeneddecbm one period to
the next, are recorded in the condensed consolidsteEgtements of operations. The following summariteese amounts and the
location within the condensed consolidated statamefioperations that such amounts are reflected:

Three Months Ended Six Months Ended

June 30, June 30,
Commodity Derivatives: Statement of Operations Lineltem 2011 2010 2011 2010
(millions)
Realized (I0SSES) CNS ...vvevvviieiiiiee e, $
Unrealized gains

4 $ 14 $ (B5) $ 26
37 1 9 9
'$ 33 $§ 158 $§ 4 $ 35

Trading and marketing gains, Net ...........cceeeecvvevvemnnn.

We do not have any derivative financial instrumethiat qualify as a hedge of a net investment.
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The following tables represent, by commodity typar net long or short positions, as well as the ti@mof outstanding contracts
that are expected to partially or entirely settieeiach respective year. To the extent that we hawg dated derivative positions that
span multiple calendar years, the contract will @pin more than one line item in the table bel@wditionally, relative to the
hedging of certain of our storage and/or transpateassets, we may execute basis transactionsdtural gas, which may result in a
net long/short position of zero. This table alsegents our net long or short natural gas basis gyeaftions separately from our net

long or short natural gas positions.

June 30, 2011

Natural Gas
Crude Qill Natural Gas Natural Gas Liquids Basis Swaps
Net Long
Net Long Net Long Net Long (Short)
(Short) Number (Short) (Short) Number Position Number
Year of Position of Position Number of Position of (MMBLtu) of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (d) Contracts
2011, (335,281) 730 (15,312,550) 456 (6,812,299) 442  (a) (8,747,500) 171
2012 (1,035,587) 244 (9,966,000) 68 (8,331,402) 67 (b) 18,357,500 69
2013 (945,998) 111 1,335,000 7 (8,945,250) 3 (c) 4,480,000 7
2014.........coe... (644,500) 10 (365,000) 3 (9,000,000) 2 (c) — —
2015.....cccceenne. (365,000) 2 — — — — — —
2016......cccuenne. (183,000) 1 — — — — — —
(@) Includes 19 physical index based derivative corigaataling (6,906,250) barrels, or Bbls.
(b) Includes 4 physical index based derivative consaotaling (9,195,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.
(d) One million British thermal units, or MMBtu.
June 30, 2010
Natural Gas
Crude Oill 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......ccceeenne (534,610) 760 (26,821,100) 348 (7,216%1 459 (®) 14,756,000 238
2011 (1,734,250) 168 (4,686,000) 114 (9,0003) 210 (b) 21,308,000 102
2012 (614,750) 59 (60,400) 64 (9,000,000) 2 (c) 9,292,200 14
2013.....cccee (748,250) 4 (92,000) 3 (9,000,000) 2 (0 (292,000) 1
2014......cue... (456,250) 4 — — (9,000,000) 2 (c) — —
2015....ccceee (182,500) 1 — — — — — —

(@) Includes 23 physical index based derivative corigaataling (7,877,500) Bbls.
(b) Includes 8 physical index based derivative consaotaling (10,140,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.

As of June 30, 2011, DCP Partners had interestgatmps outstanding with individual notional valuetween $25 million and
$80 million, which, in aggregate, exchange $450lioml of DCP Partners’ floating rate obligation farfixed rate obligation through
June 2012, with $150 million extending from Junel2@hrough June 2014.

11. Income Taxes

We are structured as a limited liability companyhieh is a pass-through entity for federal income pairposes. We own a
corporation that files its own federal, foreign astdte corporate income tax returns. The incomeetgpense related to this
corporation is included in our income tax experaeng with state and local taxes of the limiteddliiity company and other

subsidiaries.

On December 30, 2010, DCP Partners acquired aheinterests in Marysville, an entity that ownethaable C-Corporation
consolidated return group. We estimated $35 millidileferred tax liabilities resulting from builritax gains recognized in the
transaction and recorded this in our preliminaryghase price allocation as of December 31, 2010J@wary 4, 2011, DCP Partners
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merged two wholly-owned subsidiaries of Marysvilled converted the combined entity’s organizatictaicture from a corporation
to a limited liability company. This conversion &olimited liability company triggered the deferreak liabilities resulting from built-
in tax gains to become currently payable. Accordinthe estimated $35 million of deferred tax lifibés at December 31, 2010
became currently payable on January 4, 2011. Onl ABr 2011, DCP Partners made an estimated fedargbayment of $29 million
related to the $35 million tax liability that regatl from the acquisition of Marysville. The remaigi $6 million estimated payment is
included in accrued taxes in our condensed conateidl balance sheet as of June 30, 2011.

12. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number ofscéasion lawsuits involving royalty disputes, misaserement and
mispayment allegations. We are currently namededsritlants in some of these cases and customersalsaeeted individual audit
claims related to mismeasurement and mispaymenthagament believes we have meritorious defensdsetgetcases and, therefore,
will continue to defend them vigorously. These ofai, however, can be costly and time consuming fernl® We are also a party to
various legal, administrative and regulatory pratiags that have arisen in the ordinary course oflmusiness, including, from time
to time, disputes with customers over various measent and settlement issues.

In June 2011, DCP East Texas Holdings, LLC, or Hastas, reached a $7 million settlement with thep@nsible third party,
related to the first quarter 2009 fire, or the E@skas recovery settlement. We have allocated ¢teesnent based upon relative
ownership percentages at the time the losses wergiied and for amounts which were previously gaydus. Under the agreement,
we recognized $1 million as an offset to operatingl maintenance expense in the condensed consalidetement of operations, as
reimbursement of amounts previously paid by us bade recorded $6 million of business interruptiongeeds to our condensed
consolidated statement of operations in sales tfradgas and petroleum products for the three siranonths ended June 30, 2011.
We expect to receive cash related to the settlermethte second half of 2011.

Management currently believes that these mattakgrt as a whole, and after consideration of amoaotsued, insurance
coverage and other indemnification arrangementi not have a material adverse effect upon our camsed consolidated results of
operations, financial position or cash flows.

General Insurance— Our insurance coverage is carried with an afii of ConocoPhillips, an affiliate of Spectra Egeand
third-party insurers. Our insurance coverage inekid1) general liability insurance covering thjpdsty exposures; (2) statutory
workers’ compensation insurance; (3) automobilbility insurance for all owned, non-owned and hinsghicles; (4) excess liability
insurance above the established primary limitsgeneral liability and automobile liability insuragc(5) property insurance, which
covers the replacement value of real and persormgigrty and includes business interruption; anddi@ctors and officers insurance
covering our directors and officers for acts rethte our business activities. All coverage is subj® certain limits and deductibles,
the terms and conditions of which are common fompanies with similar types of operations.

Environmental— The operation of pipelines, plants and otheiilfaes for gathering, transporting, processingaéting, or storing
natural gas, NGLs and other products is subjesttimgent and complex laws and regulations pertajrido health, safety and the
environment. As an owner or operator of these faed, we must comply with United States laws aedulations at the federal, state
and local levels that relate to air and water qtyalhazardous and solid waste storage, managennangportation and disposal, and
other environmental matters including recently aopU.S. Environmental Protection Agency regulasioelated to reporting of
greenhouse gas emissions which became effectivannary 2011. The cost of planning, designing, tmieting and operating
pipelines, plants, and other facilities must inoorgte compliance with environmental laws and retjoles and safety standards.
Failure to comply with these laws and regulationsyntrigger a variety of administrative, civil andtentially criminal enforcement
measures, including citizen suits, which can inédlde assessment of monetary penalties, the imposif remedial requirements,
the issuance of injunctions or restrictions on @tiems. Management believes that, based on cugr&nttwn information,
compliance with these laws and regulations will hate a material adverse effect on our condensedamated results of
operations, financial position or cash flows.

We make expenditures in connection with environrakémtatters as part of our normal operations. Envinental liabilities as of
June 30, 2011 and December 31, 2010, includederctindensed consolidated balance sheets as ottrentliabilities amounted to
approximately $ million and $6 million, respectively, and envirommtal liabilities included in the condensed condated balance
sheets as other long-term liabilities amountedgartilion and $9 million, respectively.
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13. Supplemental Cash Flow Information
Six Months Ended
June 30,
2011 2010
(millions)
Cash paid for interest, net of capitalized inte............cccccceevveeen, $ 97 $ 12t
Cash paid forncome taxe, net ofrefunds............ccccceeeeviiiviinnnnnn. $ 37 $ 6
Non-cash invesng and financing activitie
Distributions payable to membe...............ccccoiiiiiiis $ 64 $ 63
Property, plant and equipment acquired with accepatyabl.... $ 77 3 44
Other norcash additions of property, plant and equipn.......... $ 2 3 2
Acquisition related contingent nsideratiol...........cccccccverveennnn, $ — % 1

During the six months ended June 30, 2011 and 2@&0deceived distributions from DCP Partners of $2ilion and $22
million, respectively, which are eliminated in caislation.

14. Subsequent Events

We have evaluated subsequent events occurringghrdwigust 9, 2011, the date the condensed congelidi@inancial statements
were issued.

On August 1, 2011, we reached an agreement with BP&Rners, for DCP Partners to construct a 200 Miicfyogenic natural
gas processing plant in the Eagle Ford shale, e&hgle Plant. The Eagle Plant, which representspgomoximately $120 million
investment, will enhance our existing South Texages system comprised of 5 natural gas procesdimgtgtotaling approximately
800 MMcf/d of capacity. We will provide upstreamdudownstream interconnects to the plant. In suppbBRCP Partners’
construction of the Eagle Plant, we entered infitbayear fee-based processing agreement with DC&#&ar which provides that we
pay DCP Partners a fixed demand charge for 150 Mt¥afong with a throughput fee on all volumes presed. The processing
agreement commences with commercial operations®fiew plant, which is expected to be online byfiterth quarter of 2012. In
conjunction with the agreement, we also entered ampurchase and sale agreement with DCP Partagrsrthase certain tangible
assets and land located in the Eagle Ford shalagproximately $25 million. We will continue to cealidate these assets in our
financial statements, through our consolidatioiD&P Partners.

On July 26, 2011, the board of directors of DCPtRars’ general partner declared a quarterly distidn of $0.6325 per unit,
payable on August 12, 2011 to unitholders of recondAugust 5, 2011.

On July 12, 2011, upon receiving lender consenteweanded our existing $800 Million Facility by anlditional $450 million,
bringing the new capacity of the facility to appimately $1.25 billion. This expansion does not altee terms or expiration of the
facility, as outlined in Note 9 Financing. The exjson brings our total borrowing capacity under Eailities, as defined in Note 9
Financing, to approximately $1.7 billion.

In July 2011, our board of directors approved a&hdillion dividend which was paid in July 2011.
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