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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(millions)
June 30, December 31,
2012 2011
ASSETS
Current assets:
Cash and cash eqUIVAIENTES ...............ew e e e e e e e s e e s e s s e e e e e e eeeees e s s esannnnnns $ 7 % 9
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million each period............ 646 981
AFfIIALES ... e ———— 140 307
(11 0= 28 44
LN VZ=T 0] (o] =TS SURRSPRPPPRIN 104 105
Unrealized gains on derivative iNStruUMeNtS. oo .o 131 107
(@ 11 0= P SSSRPPPPP 46 24
TOtal CUMENT ASSELS ...ttt eeemmme e e e e e e e e e e e e e e e e eennan 1,102 1,577
Property, plant and equIPMENT, NET......... o rrrreeiiiiiiiiiaeaee e eeeee e 7,549 6,448
Investments in unconsolidated affiliates............ccocceiiiiiiii e 213 154
Intangible assets, net 348 362
GOOAWIIL. ..ttt e e e e e e e e e e e e e e e e e s b s s amm s e e e e eaeaeeeeeeae 723 723
Unrealized gains on derivative iNStruMENtS. .oeeee..ooooeeieeciiiiiee e e 32 23
Other lONG-TEIM ASSELS ... ..uiiiiiiiiiiee et sttt e e e ettt e e e s ettt e e e e s sbereee e s sbbeeeemm e 188 125
o= IR ETT= £ $ 10,155 $ 9,412
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LI o LRSS $ 1,039 % 1,547
ATFIIBLES .ttt re e e e e e e nrae s 32 127
(@101 PRSP SRP 40 49
SNOM-termM DOFTOWINGS .....eeiiiiiiiiiiii i ettt e e 895 370
Distributions payable to members ... 50 95
Unrealized losses on derivative iNStIUMENTS...........uvviiiieeiieeiieiieeee e 148 113
ot od £ D10 I = (= 63 36
Capital SPENdiNG ACCIUAL...........uiiiiei e e e, 178 84
(@131 PP PPUPRPRN 197 226
Total current IADITIES......ccieeeee e e e aees 2,642 2,647
Deferred INCOME tAXES ....uuuiiiiie i eeeeeeeie et e e ettt e e e e e e e e e e e e e e eeee bbb s 94 93
(1o g To I =1 . [T o SRS 4,271 3,820
Unrealized losses on derivative iNStIUMENTS. ..........uuviiiiiiiiiiiieiieeeeeeee e 35 40
Other long-term liabilities .........ccooiiiiieeeee e 131 123
Total HADIITIES .....eeeeeiieiie et 7,173 6,723
Commitments and contingent liabilities
Equity:
MEMDEIS INEEIEST.....eiiieiiiiiiiie ettt ettt ettt e e e e e e e e e s s e e e eaaeees, 2,228 2,164
Accumulated other comprehensive 10SS ......ccccceeeiviiiiiiiiiieee e (10) (12)
Total MEMDErS’ EQUILY .....vvveeii i ieeeees e e 2,218 2,152
NONCONLIOHING INEEIEST....eviiie i e emaas 764 537
BIE0] = 1IN =To [0 1P 2,982 2,689
Total iabilitieS AN EOUILY .......oveeeeeeieeee et eee e $ 10,155 $ 9,412

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(millions)

Operating revenues:

Sales of natural gas and petroleum ProductS e ..cceeeeeeeeees
Sales of natural gas and petroleum products ttig#s..............
Transportation, storage and ProCeSSING ... eeeeeeeeeeeereeenaan,
Trading and marketing gains, Net...........ccceeeeeeiiimesiiiieeeeeens

Total operating reVENUES...........coiuuiieeeecre e eeiieeee e riiieee e

Operating costs and expenses:

Purchases of natural gas and petroleum products.................
Purchases of natural gas and petroleum produots fffiliates....
Operating and MaiNtENANCE ........ccceveeeeeviiieeeiiiieeeeeee e
Depreciation and amortization..............cccceevieiee s
General and administrative ............coooiiiiiiiiie i
Total operating Costs and eXPENSES.......ccceeceeeeeeericcniinnnnns
Operating INCOME ......ccoeeiiie et errrre e e e e e e e e s e e e e eaeeeeneees
Earnings from unconsolidated affiliates......ccccc.....oooiiiiineeee
INterest EXPEeNSE, NET......coeviiiieii e e s
Income before INCOME taXES.......c.uvvvvrt e e e e e eeeeeeeeseeennnenes
Income tax benefit (EXPeNnSe) .........ooo i ieemiiiiiiiiie,
NELINCOIME ...ttt e e e e e e
Net income attributable to noncontrolling inter®st..................
Net income attributable to members’ interests. . ...ccoccoeeviivne.

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
$ 1682 $ 2,487 $ 3,783 % 4,713
431 698 1,062 1,343
77 96 174 187
59 33 69 4
2,249 3,314 5,088 6,247
1,620 2,379 3,641 4,532
135 257 399 525
173 152 326 310
37 110 157 215
63 68 136 143
2,028 2,966 4,659 5,725
221 348 429 522
10 7 17 12
47 (52) (103) (105)
184 303 343 429
1 — 3) —
185 303 340 429
(53) (26) (64) (19)
$ 132 % 277 $ 276 $ 410

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,
2012 2011 2012 2011
NELINCOME ..ttt ettt ettt et e e et e e saee e saee e $ 185 $ 303 % 340 $ 429
Other comprehensive income:
Net unrealized (losses) gains on cash flow hedges........................c. (1) (4) — (5)
Reclassification of cash flow hedges into earnings..............cccccvvveees 4 5 10
Total other comprehensive INCOME..........ceeeeesimeiieiiieiieaaeeeeen 3 1 9 5
Total comprehensive INCOME.............uuiiieeeeeee e 188 304 349 434
Total comprehensive income attributable to nonoating interests.... (55) (26) (71) (22)
Total comprehensive income attributable to membiettgrests.............. $ 133 % 278 % 278 $ 412

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(millions)
Six Months Ended
June 30,
2012 2011
Cash flows from operating activities:
NEEINCOME ...ttt ee ettt e et e e st e e sate e sbeeesbeeetmeesbeeebeeesreeens $ 340 $ 429
Adjustments to reconcile net income to net casbvjited by operating activities:
Depreciation and amortiZation..............eeccceueeiiie i 157 215
Earnings from unconsolidated affiliates .... . .eeeeieiiiiiie e a7 (12)
Distributions from unconsolidated affiliates. .........c...eeeiiiiii e, 19 17
Net unrealized losses (gains) on derivative iINSEeMLS..............coeeeeveevvcemmmreeeeeen 10 @)
Deferred income tax expense (DENEit)..... o eeeeieiiiiiiiiiiiii e, 1 (5)
(@1 1= 0 o = PP PUUTPUTPPPTR (7 (7
Changes in operating assets and liabilities wiginbvided (used) cash:
ACCOUNES receivable ... 516 19
INVENEOTIES ..ttt et e e e e e e e e e e e e e e s e branr e e aaaeaaeeaas (6) 17
ACCOUNES PAYADIE ... (670) (24)
O BT et ———————————— (79) (28)
Net cash provided by operating aCtiVities ....cccc...oooiiiiiiiiiiiiiiieeee e 264 614
Cash flows from investing activities:
Capital eXPENItUIES.........eiiii e (1,021) (446)
Acquisitions, net of cash acqUIred..........cccccvviiiiiiiiiie e (60) (79)
Investments in unconsolidated affiliates .......cccccceviiiiiiini e, (45) (2)
Proceeds from SAlE Of ASSELS. ........... oo e eeeeeeeeeeeeeeeeeeeeeeee et enateeeeeeeeeeeeeeeenns — 12
Net cash used in iNvVesting aCtiVIties ......cceeeeeeeeeiiii i (1,126) (515)
Cash flows from financing activities:
Payment of dividends and distributions to members...........cccovveeeii i, (299) (283)
Proceeds from deDt..........oueiiii e 1,258 716
Payment Of debt .........uuiiii e (807) (903)
Proceeds from issuance of common units by a sidnsidnet of offering costs......... 248 140
COMMEICIAl PAPEI, NEL ...ttt e e e e e e e e e s e e 525 273
Distributions paid to noncontrolling INtErestS.. ... (50) (41
Deferred fiNANCING COSES .......cooiiiii it cceeee e e (15) (4)
Net cash provided by (used in) financing activatie. ................ccevieiimmeeeeeeenaenen, 860 (102)
Net change in cash and cash equivalents. ...t (2) 3)
Cash and cash equivalents, beginning of PerioG . ..........iiiiiiiinieeeieen, 9 8
Cash and cash equivalents, end Of PEriOd. . oo iiieeeiiiiiii e $ 7 % 5

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, 2012........ccccoccvevimemeemciieeene $ 2,164 % 12) $ 537 $ 2,689
Dividends and distributions .................eeeeemieinennns (254) — (50) (304)
Issuance of common units by a subsidiary, net of

Offering COStS......coviiuiiriiiciie it 42 — 206 248
Comprehensive income:

NELINCOME ... 276 — 64 340

Net unrealized (losses) gains on cash flow hedges — (1) 1 —

Reclassification of cash flow hedges into earnings — 3 6 9

Total comprehensive income................ccceeee.. 276 2 71 349

Balance, June 30, 2012.............cc.ccvvememeesreereennns, $ 2,228 $ (10) $ 764 3 2,982
Balance, January 1, 2011 .......ccceovieiimmemciee e $ 2,073 % (13) 3 421 $ 2,481
Dividends and distributions .................eccceeiiininnes (270) — (42) (311)
Equity-based compensation.............ccccceeeeecnnnns — — 2 2
Issuance of common units by a subsidiary, net of

Offering COSES.....oooiiiiiii e, 28 — 112 140
Comprehensive income:

N T= T oo o 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..............c.veeeeeee.. 410 2 22 434

Balance, June 30, 2011 ........ccvvuevrrrrmemmeersieieisenn. $ 2241 $ 11) s 516 $ 2,746

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Six Months Ended June 30, 2012 and 2011
(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 ttge owned 50% by
Spectra Energy Corp and its affiliates, or Spe&rergy, and 50% by Phillips 66 and its affiliates,Phillips 66. We operate in the
midstream natural gas industry. Our primary operadiconsist of gathering, processing, compressragsporting and storing natural
gas, and fractionating, transporting, gatheringating, processing and storing natural gas liquid$\GLs, and/or condensate as well
as marketing, from which we generate revenues milgnay trading and marketing natural gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, isaater limited partnership, of which our wholly-owhesubsidiary acts as
general partner. As of June 30, 2012 and DecemlibeP311, we owned an approximate 25% and 26% lidhgartner interest,
respectively. Additionally, as of June 30, 2012 december 31, 2011, we owned an approximate 1% rmgépartner interest in DCP
Partners, for both periods, as well as incentivaridution rights that entitle us to receive anri@asing share of available cash as pre-
defined distribution targets are achieved. As teaeral partner of DCP Partners, we have respoitsilidlr its operations. We
exercise control over DCP Partners and we accourit &is a consolidated subsidiary. Transactiortsvben us and DCP Partners’
operations have been identified in the condensedalidated financial statements as transactionséat affiliates.

Prior to May 1, 2012, we were owned 50% by Conoddiipls. On May 1, 2012, ConocoPhillips created timalependent publicly
traded companies by contributing its downstreamitesses, including its 50% ownership interest intasa newly formed publicly
traded company, Phillips 66.

We are governed by a five member board of directoosisisting of two voting members from each pamapany and our
Chief Executive Officer and President, a non-votingmber. All decisions requiring the approval of doard of directors are made
by simple majority vote of the board, but must inde at least one vote from both a Spectra EnerglyRinillips 66 (or ConocoPhillips
prior to May 1, 2012) board member. In the everd Hoard cannot reach a majority decision, the decis appealed to the Chief
Executive Officers of both Spectra Energy and Mbeli66.

These condensed consolidated financial statemefiect all normal recurring adjustments that arethie opinion of
management, necessary to present fairly the firmpasition 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 the¢hand six months ended June 30, 2012 are not sadlsindicative of the results
that may be expected for the year ending DecemthiePB312. These condensed consolidated financitdstants should be read in
conjunction with our consolidated financial statertssfor the year ended December 31, 2011.

The condensed consolidated financial statements haen prepared in accordance with accounting jplies generally accepted
in the United States of America, or GAAP. Conforymitith GAAP requires management to make estimatesassumptions that
affect the amounts reported in the condensed cateseld financial statements and notes. Althougls¢hestimates are based on
management’s best available knowledge of curredtexpected future events, actual results couldedififom those estimates. These
condensed consolidated financial statements indlnd@ccounts of the Company and all majority-owsatsidiaries where we have
the ability to exercise control and undivided irgsts in jointly owned assets. We also consolida®POPartners, which we control as
the general partner and where the limited parteraot have substantive kick-out or participatinghts. 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.

Certain amounts in the prior year's condensed chaated financial statements have been reclasstbietie current year
presentation.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2012 and 2011
(unaudited)

2. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Aaunting Standards Update, or ASU, 2011-04 “Fair iaé Measurement
(Topic 820): Amendments to Achieve Common Fair VallMeasurement and Disclosure Requirements in U.SAAP and IFRSSs,”
or ASU 2011-04— In May 2011, the FASB issued ASU 2011-04 whighends Accounting Standards Codification, or ASCpito
820 “Fair Value Measurements and Disclosures” taraye the wording used to describe many of the meguénts in U.S. GAAP for
measuring fair value and for disclosing informatamout fair value measurements, clarify the FASBtent about the application of
existing fair value measurement requirements, drahge a particular principle or requirement for is@@ng fair value or for
disclosing information about fair value measurersefithe provisions of ASU 2011-04 became effectioeds on December 15,
2011. The provisions of ASU 2011-04 impact onlya@sures, and we have disclosed information in adance with the provisions
of ASU 2011-04 within these financial statements.

3. Acquisitions

On April 12, 2012, DCP Partners announced thagi bcquired a 10% ownership interest in the Texgs&ss Pipeline joint
venture, from Enterprise Products Partners L.PEmterprise, representing an approximate investro€$85 million in the joint
venture. In conjunction with the agreement, DCPtRens paid $11 million for its 10% share of the @stment through the closing
date. DCP Partners will be responsible for spendipgroximately $75 million for its share of the raming construction costs of the
pipeline. Originating near Skellytown in Carson @y Texas, the 20-inch diameter Texas ExpressliPipavill extend
approximately 580 miles to Enterprise’s NGL fractaion and storage complex in Mont Belvieu, Texasg will provide access to
other third-party facilities in the area. The Texagress Pipeline joint venture has long-term, fieesed, ship-or-pay transportation
commitments. Enterprise will construct and opetapipeline, which is expected to be completedhry second quarter of 2013.

On April 12, 2012, we announced we have entered art agreement with Enterprise and Anadarko Patrol€orporation, or
Anadarko, to design and construct a new NGL pipelior the Front Range Pipeline, that will originattehe Denver-Julesburg Basin,
or the DJ Basin, in Weld County, Colorado and ext@pproximately 435 miles to Skellytown, Texas. VEaterprise and Anadarko
each hold a 33.33% interest in the Front Range IRipeThe Front Range Pipeline will connect to thiparty systems and the Texas
Express Pipeline, and will provide takeaway capaaitd market access to the Gulf Coast markets. farise will construct and
operate the pipeline, which is expected to be ivise in the fourth quarter of 2013.

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

During the six months ended June 30, 2012 and 2@&lpaid tax distributions of $138 million and $1t#llion, respectively,
based on estimated annual taxable income allodat&pectra Energy and Phillips 66 (or ConocoPhillggior to May 1, 2012)
according to their respective ownership percentagdise date the distributions became due. Durirgdix months ended June 30,
2012 and 2011, we declared and paid dividends 6flillion and $171 million, respectively, to SpecEnergy and Phillips 66 (or
ConocoPhillips prior to May 1, 2012), allocateddncordance with their respective ownership peraggga

During the six months ended June 30, 2012 and 2DTIR Partners paid distributions of $47 million a88 million,
respectively, to its public unitholders.

Phillips 66 and ConocoPhillips

Prior to May 1, 2012, we were owned 50% by Conocdipls. On May 1, 2012, ConocoPhillips created tiwmalependent publicly
traded companies by separating its downstream bass, including its 50% ownership interest intass newly formed publicly
traded company, Phillips 66. In connection withsthiansaction, or the Phillips 66 separation, CaRfullips is not considered a
related party for periods after May 1, 2012. In cewction with the Phillips 66 separation, as of MBy2012, Chevron Phillips
Chemical, or CP Chem, is owned 50 percent by R¥slb66 and will continue to be considered a relgiady for periods after May 1,
2012.

Long-Term NGL Purchases Contract and Transactien$Ve sell a portion of our residue gas to Conocitipis and sell a
portion of our NGLs to Phillips 66 and CP Chem.dtrio May 1, 2012, we sold a portion of our NGLs@wnocoPhillips. In addition,
we purchase natural gas from and provide gathetmagisportation and other services to ConocoPlsillfpproximately 40% of our
NGL production is committed to Phillips 66 (or CacwPhillips prior to May 1, 2012) and CP Chem underexisting 15-year

7



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2012 and 2011
(unaudited)

contract, which expires in 2015. Should the contraat be renegotiated or renewed, it provides fdiva year ratable wind-down
period through 2020. The NGL contract also grartglips 66 (or ConocoPhillips prior to May 1, 201®)e right to purchase at
index-based prices certain quantities of NGLs piaatiiat processing plants that are acquired anafostcucted by us in the future in
various counties in the Mid-Continent and PermiaasB regions, and the Austin Chalk area. We andéitgcontinuing to purchase
and sell commodities with ConocoPhillips, Phillieé and CP Chem in the ordinary course of business.

We are party to a 15-year gathering and procesagrgement with ConocoPhillips, which expires inuJary 2026, whereby
ConocoPhillips has dedicated all of its natural gesduction within an area of mutual interest inl@koma and Texas. This contract
replaces and extends certain contracts that weigmely had with ConocoPhillips.

Spectra Energy

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

DCP Partners had propane supply agreements witht&pEnergy, which provided DCP Partners propampguat its marine
terminals for up to approximately 185 million gafle of propane annually. These agreements terminatagril 2012.

DCP Partners

On March 30, 2012, we contributed our remainingga®s interest in Southeast Texas Holdings, GP, aritseast Texas, and
derivative instruments related to the SoutheastBestorage business, together the Southeast Teixistrbbm Business, to DCP
Partners, for aggregate consideration of $240 arillisubject to certain working capital and othesttumary purchase price
adjustments. $192 million of the aggregate purch@asee was financed with a portion of the proceéasn DCP Partners’ 4.95% 10-
year Senior Notes offering. The remaining $48 roifliconsideration was financed with the issuanc®BP Partners of 1,000,417
common units to us. We also provided fixed NGL cooity derivatives for the three year period subsatjuto closing valued at $40
million. Certain of the NGL commodity derivativesanre valued at $25 million and represent consideratdr the termination of a
fee-based storage arrangement that we had with B&#hers in conjunction with its initial 33.33% @rest in Southeast Texas; the
remaining portion of the commodity derivatives, wad at $15 million, mitigate a portion of DCP Paste’ currently anticipated
commodity price risk associated with the gatherdmgl processing portion of the 66.67% interest intBeast Texas acquired on
March 30, 2012. The contribution of our remaining.67% interest in Southeast Texas represents adrion between entities under
common control. We will continue to consolidate theutheast Texas Midstream Business through oerast in DCP Partners.

On January 3, 2012, we completed the previouslyoameed contribution of our remaining 49.9% interiedDCP East Texas
Holdings, LLC, or East Texas, to DCP Partners,dggregate consideration of $165 million, less wogk€apital and other purchase
price adjustments of approximately $2 million, @net purchase price of $163 million. DCP Partrferanced approximately $130
million of the aggregate purchase price with boriegs under its term loan. The remaining $33 milliconsideration was financed
with the issuance of 727,520 common units to usaAssult of this transaction, DCP Partners own8%®f East Texas, and we will
continue to consolidate East Texas through our agmip of DCP 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, unconsolidatediatifis. We anticipate continuing to purchase arnticganmodities and provide
services to unconsolidated affiliates in the ordjneourse of business.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2012 and 2011
(unaudited)

The following table summarizes our transactionswritlated parties and affiliates:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
(millions)
Phillips 66 (a):
Sales of natural gas and petroleum products ttia@#s...................... $ 246 $ — 3 246 % —
Purchases of natural gas and petroleum produots fffiliates........... $ 14 $ — 3 14 3 —
Operating and general and admirative eXpense..............cccceeeuveene. $ 1 3 — ¢ 1 $ —
ConocoPhillips (a):
Sales of natural gas and petroleum products tdiatf ..................... $ 17¢ % 68z $ 78¢ $ 1,31
Transportation, storage and ProCes .........cceveveerrvereeriiniereesneeeanns $ —  $ 3 3 5 % 7
Purchases of natural gas and petroleum producis affiliates............ $ 41 3 157  $ 17¢ 8 287
Operating and general and administrative expe (b) .........cccccvvennee. $ 2 % 2 3 1 $ 3
Spectra Energy:
Sales of natural gas and petroleum products tdiai ..................... $ — % — 3 — 3 1
Purchases of natural gas and petroleum ucts from affiliate ........... $ 50 $ 68 % 144 $ 171
Operating and general and administrative eXpe...........cccccceeeuvenn. $ 2 3 3 3 6 9 6
Unconsolidated affiliates:
Sales of natural gas and petroleum products tdiatkk ..................... $ 15 % 16 $ 28 % 32
Transportation, Storage aproCessin ........c.cccvveevveeieeeiiiveesveesneens $ 5 ¢ 3 3 c $ 8
Purchases of natural gas and petroleum producis &fliliates ........... $ 3¢ $ 32 3% 62 $ 67

(a) In connection with the Phillips 66 separation, CooBhillips is not considered a related party foripds after April 30,
2012 and Phillips 66 is considered a related p#otyperiods starting May 1, 2012.

(b) The three and six months ended June 30, 2012 iedlidirricane insurance recovery receivables, whiete treated as a
reduction to operating expense in the condenseddaatated statements of operations.

We had balances with related parties and affili@s$ollows:

June 30, December 31,
2012 2011
(millions)
Phillips 66 (a):
Accounts receivable..........cccccvvvveeeeee. $ 118  $ —
Accounts payab ........cccoeeeeiieeniieennnn, $ 1) 3 —
Other @SSE ..ooeeveeeeee e $ 4 $ —
ConocoPhillips (a):
Accounts receivab ..........ccceeeeunrnnnnn. $ — 3 287
Accounts payab .........cccccoeeveeiiieen, $ — 3 (73)
OtheI @SSE ..vvvveeeeeeeeeeeeeeeeeeee e $ — 3 2
Spectra Energy:
Accounts payab .........ccccoeiiieiineenn, $ 4 3 (30)
Other asSe ......ooeeveeeeeieeeeeeeeeeeeeeeeea, $ 4 $ 1
Unconsolidated affiliates:
Accounts receivab ............ccccccveennnn. $ 22 $ 24
Accouns payabl .........ccccooiiieniiieenn, $ an s (24)

(a) In connection with the Phillips 6separatio, ConocoPhillips is no
considered a related party for periods after ABfl 2012 and
Phillips 66 is considered a related party for pedstarting May 1,
2012.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Six Months Ended June 30, 2012 and 2011

(unaudited)
5. Inventories
Inventories were as follows:
June 30, December 31,
2012 2011
(millions)

NatUral gas......ccocoeveeiiieeeiiieeenieeee e $ 18 % 26

NGLS oot 86 79

Total INVENtOries ..........cceeveveevereneas $ 104 $ 105

6. Property, Plant and Equipment
Property, plant and equipment by classification evas follows:
Depreciable June 30, December 31,
Life 2012 2011
(millions)

Gathering and transmission syste............... 20-50years $ 6,27: $ 6,06¢
Processing, storage and terminal facili...... 35- 60year: 2,92¢ 2,90(
Othel e 3- 30 year 30:¢ 287
Construction work in progress.................... 2,34¢ 1,36¢
Property, plant and equipme.................... 11,85 10,62:
Accumulated depreciation.......................... (4,305 (4,174
Property, plant and equipment, net.......... $ 7549 $ 6448

Interest capitalized on construction projects dgitine three and six months ended June 30, 2012B&asmillion and $35
million, respectively. Interest capitalized on ctmstion projects during the three and six monthgded June 30, 2011 was $4 million
and $9 million, respectively.

We revised the depreciable lives for our gathemmg transmission systems, processing, storageeamdrtal facilities, and other
assets effective April 1, 2012. The key contribgtiiactors to the change in depreciable lives isramease in the estimated remaining
economically recoverable reserves, resulting frammdevelopment of techniques that improve commoplibduction in the regions
our assets serve. Advances in extraction proceasmsg with improved technology used to locate coodlity reserves, is giving
producers greater access to unconventional comimsdBased on our property, plant and equipmertfaispril 1, 2012, the new
remaining depreciable lives resulted in an apprate$60 million reduction in depreciation expensethe three and six months
ended June 30, 2012 and will result in an estimagztiiction in depreciation expense of approxima$g0 million for the year
ended December 31, 2012.

In connection with our evaluation of depreciabheels, we corrected the classification for certaiseds within the presentation of
our major classes of property, plant and equipnaendf December 31, 2011.

Depreciation expense for the three and six montited June 30, 2012 was $30 million and $143 millimspectively.
Depreciation expense for the three and six montiteed June 30, 2011 was $104 million and $203 millicespectively.

Asset Retirement Obligations- As of June 30, 2012 and December 31, 2011, we38Rimillion and $73 million, respectively,
of asset retirement obligations, or AROs, in otlmrg-term liabilities in the condensed consolidabedance sheets. During the first
quarter of 2012, we recorded a change in estinmtedrease our AROs by approximately $12 milliorheTchange in estimate was
primarily attributable to a reassessment of antitgal timing of settlements and of the original AR&timated amounts. For the three
months ended June 30, 2012, accretion expense Waslfon and for the six months ended June 30, 20dccretion benefit was $1
million. For the three and six months ended JungZ8l 1, accretion benefit was $3 million and $2lmit, respectively. Accretion
expense is recorded within operating and mainteaa@&xpense in our condensed consolidated stateroéofserations.
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The following table summarizes changes in the ass@ement obligations, included in our balanceets:

June 3(, December 31

201z 2011
(millions)
Balance, beginning of perii........cccccoecvvivieiiiiiie e, $ 73 °$ 79
Accretion (benefit) eXpense........cccccvvieeeeeeiiciiiiiiiiieee. (1) —
LiabilitieS INCUITeC.........vvviiiiei e, 16 —
Liabilities SEted ...............cc..evveeme e — (6)
$ 88 §$ 73

Balance, end of period..........cccuvvviiiimmmmmmeeeeieeee e

7. Investments in Unconsolidated Affiliates

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

Percentage June 30, December 31,
Ownership 2012 2011
(millions)
Discovery Producer Services, LLC..........ccccceeeuvenn 40.00% $ 136 % 107
Main Pass Oil Gathering Company...........cccccceevve. 66.67% 25 27
Mont Belvieu | Fractionation Facility.............ccc..c..... 20.00% 15 12
Enterprise Fractionator.............ccvvvvieeevmmvienee e, 12.50% 14 —
Texas Express Pipeline Joint Venture..................... 10.00% 11 —
Sycamore Gas System General Partnership........... 48.45% 6 6
Front Range Pipeline Joint Venture ..........ccccceeeeenn. 33.33% 4 —
Other unconsolidated affiliates ..........c.vccccevevrevennn.. Various 2 2
$ 213  $ 154

Total investments in unconsolidated affiliates......

There was a deficit between the carrying amourthefinvestment and the underlying equity of Discgvroducer Services,
LLC, or Discovery, of $31 million and $33 milliontalune 30, 2012 and December 31, 2011, respectiwdlich is associated with,

and is being accreted over the life of, the undieidyiong-lived assets of Discovery.

There was an excess of the carrying amount of tlivestment over the underlying equity of Main PadlsG&athering Company,
or Main Pass, of $8 million at both June 30, 20@ldecember 31, 2011, respectively, which is assted with, and is being
amortized over the life of, the underlying longdig assets of Main Pass.

There was a deficit between the carrying amourthefinvestment and the underlying equity of Mont\Beu | Fractionation
Facility, or Mont Belvieu |, of $6 million at botlJune 30, 2012 and December 31, 2011, which is aatemtwith, and is being

accreted over the life of, the underlying long-livassets of Mont Belvieu I.

There was an excess of the carrying amount of tlvestment over the underlying equity of Sycamores Ggstem General
Partnership, or Sycamore, of $2 million and $3 foillat June 30, 2012 and December 31, 2011, res@dygtwhich is associated
with, and is being amortized over the life of, thederlying long-lived assets of Sycamore.
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Earnings from unconsolidated affiliates amountethsfollowing:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
(millions)

Discovery Producer Services, LLC..................... $ 2 $ 5 $ 8 $ 8
Main Pass Oil Gathering Company...................... — — — 1
Mont Belvieu | Fractionation Facility.................... 2 3 3 4
Enterprise Fractionator ............ccccevvieevemmee e 6 — 6 —
Other unconsolidated affiliates..............cccoev....... — 1) — 1)
Total earnings from unconsolidated affiliates.. $ 10 § 7% 17 8 12

The following tables summarize the combined finahaiformation of unconsolidated affiliates:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
(millions)
Income Statement:
Operating revenues..... $ % $ 78 $ 216 $ 152
Operating expenses.... $ 62 $ 5 $ 125 % 110
Net income................. $ 33 % 23 $ 0 $ 42
June 30, December 31,
2012 2011
(millions)
Balance sheet:
Current assets .........cccceeeueeee. 5. 0 $ 68
Long-term assets ..........ccc.eeee.. 859 499
Current liabilities..................... (82) (35)
Long-term liabilities................. (54) (51)
Net asSets..........oovweeun.: $. 813 $ 481

8. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation hdologies for derivative financial assets andiliibs, which are measured at
fair value. Fair values are generally based upooted market prices or prices obtained through exkesources, where available. If
listed market prices or quotes are not available determine fair value based upon a market quatgiséed by other market-based or
independently sourced market data such as hisia@amodity volatilities, crude oil future yield cues, and/or counterparty specific
considerations. These adjustments result in aviine for each asset or liability under an “exitqga” methodology, in line with how
we believe a marketplace participant would valugt thsset or liability. Fair values are adjustedefiect the credit risk inherent in the
transaction as well as the potential impact of idating open positions in an orderly manner oveeasonable time period under
current conditions. These adjustments may includeunts to reflect counterparty credit quality, #féect of our own
creditworthiness, the time value of money and/a lilyuidity of the market.

» Counterparty credit valuation adjustments are nemgswhen 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 creddldy. 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 may daeosted with us as
well as any letters of credit that they have praadd
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» 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, sucloléeteral 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 evaluasdanterparty 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 whverare not able to observe a recent market pricdifancial instruments
that trade in less active markets for the fair \@ato reflect the cost of exiting the position. Extige traded contracts are
valued at market value without making any additioveduation 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 positiWe believe that such practice results in thestmeliable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfblsis and the valuation adjustments described @bo calculated on this
basis. We believe that the portfolio level approagpresents the highest and best use for thesésams¢here are benefits inherent in
naturally offsetting positions within the portfolet 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 uiwer ¢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 netlregble 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 methodologieagsumptions 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,déseary, will adjust our policies accordingly. S¢ete 10, Risk Management and
Hedging Activities, Credit Risk and Financial Ingtnents.

Valuation Hierarchy

Our fair value measurements are grouped into aetegel valuation hierarchy. The valuation hieraréh based 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 pricesid@nticalassets or liabilities in active markets.

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

* Level 3 —inputs are unobservable and considergdificant 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 vall®llowing is a description of the valuation metlwogies used as well as the
general classification of such instruments pursuarie hierarchy.

Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financial tnsments, which may include exchange traded insaut® (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 swapéie exchange traded instruments are generakgebed on the NYMEX
exchange with a highly rated broker dealer senasdhe 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 anieroil derivatives to lock in a specific margin @ market conditions are
favorable. A portion of this may be accomplishedatigh the use of exchange traded derivative cotgr&uch instruments are
generally classified as Level 1 since the valuegsial to the quoted market price of the exchangded instrument as of our balance
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sheet date, and no adjustments are required. Dépgng@on market conditions and our strategy we raater into exchange traded
derivative positions with a significant time horizéo maturity. Although such instruments are exajairaded, 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 evirt readily observable market data
is not available, we may interpolate based uporeoksble data. In instances where we utilize anrppdated value, and it is
considered significant to the valuation of the qawt as a whole, we would classify the instrumeithim Level 2. In certain limited
instances, we may extrapolate based upon thedaslily observable data, developing our own expématf 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 enerlgyged products and services, which expose us tketasariables and
commodity price risk. We may enter into physicaht@acts or financial instruments with the objectivierealizing a positive margin
from the purchase and sale of these commodity-bastiments. 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 may be available for short dated positions (up tommonths), and an active market
itself may not exist beyond such time horizon. Gants 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 imafly generated curve may utilize
a variety of assumptions including, but not limiteq data obtained from third-party pricing sengc¢éistorical 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 ther&rchy at the end of each financial quarter dejdeg upon the extent to which
the valuation inputs are observable. Generallyinstrument will move toward a level within the hachy that requires a lower
degree of judgment as the time to maturity appreackand as the markets in which the asset tradiktikely 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 eithe&edtion, depending upon market conditions andahailability of market
observable data.

Interest Rate Derivative Assets and Liabilities

DCP Partners uses interest rate swap agreemeptrtsf its overall capital strategy. These instents effectively exchange a
portion of DCP Partners’ existing floating rate déd fixed rate debt or lock in rates on DCP Parsianticipated future fixed-rate
debt. DCP Partners’ swaps are generally priceddagen a London Interbank Offered Rate, or LIBORstrument with similar
duration, adjusted by the credit spread between P@Rners and the LIBOR instrument. Given that aipa of the swap value is
derived from the credit spread, which may be obsdrlay comparing similar assets in the market, thesguments are classified
within Level 2. Default risk on either side of ttssvap transaction is also considered in the valuatiCP Partners records
counterparty credit and entity valuation adjustnsantthe valuation of its interest rate swaps; hoemr these reserves are not
considered to be a significant input to the ovevalluation.

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 @ouxf this participation by investing in company oed life insurance policies.
These investments are reflected within our condérsmsolidated balance sheets as long-term assdtara considered financial
instruments that are recorded at fair value, witly ahanges in fair value being recorded as a gailess in the condensed
consolidated statements of operations. Given tmatglue of these life insurance policies is deteed based upon certain publicly
traded mutual funds whose value is readily obselevabthe marketplace, these investments are dladsiithin Level 2.
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Nonfinancial Assets and Liabilities

We utilize fair value on a non-recurring basis rform impairment tests as required on our propgstgnt and equipment,
goodwill and intangible assets. Assets and lialtitacquired in business combinations are recoedéleir 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. Aaltliily, 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 incurreddristlly 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 teasure our contingent consideration that is a tedudertain acquisitions. The
inputs used to determine such fair value are priltpé&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, 2012 December 31, 2011
Total Total
Carrying Carrying
Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value
(millions)

Current assets (a):
Commodity derivative..................... $ 36 % 49 3 € % 131 % A 58 % 23 % 107
Long-term assets:
Commodity derivatives (l................. $ 18 3 9 3 5 % 32 % 1 3 7 9% 5 % 23
Company owned life insurance ...... $ — 8 23 % — 3 232 3% — 3 18 3 — 3 18
Current liabilities (d):
Commodity derivative...................... $ 39 ¢ (49 $ 56) $ (144, $ (36) $ 53) $ B8 $ (97)
Interest rate derivativi..................... $ — 3 4 3 — 4 % — 16) $ — (16)
Long-term liabilities (e):
Commodity derivative...................... $ 14) ¢ 13) $ 4 $ (31 $ 6) $ 28) $ 1 s (35)
Interest rate derivativi..................... $ —  $ 4 $ — 4 $ — 5) $ — 3 (5)

(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 derivaihgruments in our condensed consolidated balaheets.
(e) Included in long-term unrealized losses on deriwainstruments in our condensed consolidated balaheets.
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Changes in Levels 1 and 2 Fair Value Measurements

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 anydéwVe typically use OTC derivative contracts irder to mitigate a portion of our
exposure to natural gas, NGL and condensate phe@ges. We also may enter into natural gas detigatto lock in margin around
our storage and transportation assets. These mstits are generally classified as Level 2. The iaeigation to classify a financial
instrument within Level 1 or Level 2 is based upthie availability of quoted prices for identical similar assets and liabilities in
active markets. Depending upon the information ilgambservable in the market, and/or the use ofitigal or similar quoted prices,
which are significant to the overall valuation, tblassification of any individual financial instriant may differ from one
measurement date to the next. To qualify as a feEanthe asset or liability must have existed ie threvious reporting period and
moved into a different level during the current jpek. Amounts transferred in and out of Level 1 drelvel 2 are reflected at fair value
as of the end of the period. During the three aixchsonths ended June 30, 2012 and 2011, we hadansfers from Level 1 to Level
2 of the fair value hierarchy. During the three aid months ended June 30, 2012 and 2011, we hadaflowing transfers from
Level 2 to Level 1 of the fair value hierarchy:

Transfers from Level 2 to Level 1

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
(millions)

Current assets (a)........cceeveennenn. .5 — $ — 3 — $ —
Long-term asse (a) 2 % 6 $ 2 $ 6
Current liabilities (2) .......coccovvevveieennne $ — $ — % — 3 —
Long-term liabilities (@) ......ceeeevvvvnnn... $ 3 % 2 $ Q) $ (1)

(a) Financial instruments have moved into a lower lede¢ to the passage of tirr
Changes in Level 3 Fair Value Measurements

The tables below illustrate a rollforward of the aumts 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 unobservabl®faased in determining the overall fair valuetbé instrument. Since financial
instruments classified as Level 3 typically inclualeombination of observable components (thatasgponents that are actively
guoted and can be validated to external sourced)umobservable components, the gains and lossteeitable below may include
changes in fair value due in part to observablekmgafactors, or changes to our assumptions on tiebservable components.
Depending upon the information readily observabléhie market, and/or the use of unobservable inputsch are significant to the
overall valuation, the classification of any indikial financial instrument may differ from one meemment date to the next. The
significant unobservable inputs used in determirfaigvalue include adjustments by other marketdsher independently sourced
market data such as historical commodity volaghi crude oil future yield curves, and/or countetypapecific considerations. 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 &shtlo not reflect the effect of our total risk mgeanent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three months ended June 30, 2012 (a):
Beginning balanCe..........c.coovoveieiei et $ 24 % 5 $ 14) $ —
Net realized and unrealized gains (losses) indllideearnings (b)... 65 — (54) (4)
Transfers iNt0 LEVEI 3 (C) ..vvvevuvvieeiiiceeeee e — — — —
Transfers out Of LEVEI 3 (C)...vvvveiiiiiii e (25) — 10 —
SEEMENES ....ovcvcveveeeeeieeetet e e eeeae et eeeee et en s e eeeeeeees (18) — 2 —
ENAING DAIANCE ... $ 46 $ 5 % (56) $ (4)
Net unrealized gains (losses) still held includeearnings (b)........ $ 39 % — (45) $ (4)
Three months ended June 30, 2011 (a):
Beginning balanCe...........cccooviiviiiviceeecee e $ 68 $ 13 % 69) $ (3)
Net realized and unrealized gains (losses) indluideearnings (b)... 13 (2) (13) 1
Transfers into Level 3 (€) ...cooveuevviiiiieeeeeeeeee e — — — —
Transfers out Of LeVEl 3 (C)...uvveeiiieiiiiieeee e (33) — 17 2
SEHIEMENTS ..ottt en s (16) — 33 —
ENAING DAIANCE ... $ 32 % 1 % (32) % —
Net unrealized gains (losses) still held includeearnings (b)........ $ 12 % B $ (2) $ —
Six months ended June 30, 2012 (a):
Beginning balanCe..........ccccouiiiviiiiiceeeee e $ 23 $ 5 % B8 % )
Net realized and unrealized gains (losses) indluideearnings (b)... 43 — (56) 3)
Transfers into Level 3 (€) ...coovoveviiiiieeeeeiieeeeeiieeee e — — — —
Transfers out Of LeVEl 3 (C)...uuveeiiieeiiiieeee e 9) — 9 —
SEHIBMENES ... eeee et ene s eneeen (11) — 1) —
ENAING DAIANCE ...t $ 46 $ 5 % (56) $ (4)
Net unrealized gains (losses) still held includeearnings (b)........ $ 2 % —  $ (54) $ (3)
Six months ended June 30, 2011 (a):
Beginning balanCe.........c.coovviiiiiieceee e $ 50 $ 10 $ (45) $ 1)
Net realized and unrealized gains (losses) indluidesarnings (b)... 41 1 (68) (2)
Transfers into Level 3 (€) ...cooveeeiiiiiiceeeeeieee e — — — —
Transfers out Of LeVEl 3 (C)...uvvveviieiiiiieeee e (42) — 16 2
SEHIBMENES ...t teeae et s e (18) — 65 —
ENAING DAIANCE .........veeeoeeeeee et eer e $ 32 % 1 % (32) $ —
Net unrealized gains (losses) still held includeearnings (b)........ $ 25 % —  $ (17 $ —

(&) There were no purchases, issuances and salesieétiees for the three and six months ended June28@2 and 2011.

(b) Represents the amount of total gains or lossethieperiod, included in trading and marketing gaimst, attributable to changes in
unrealized gains or losses relating to assets iahdities classified as Level 3.

(c) Amounts transferred in and amounts transferredanetreflected at fair value as of the end of theqa:
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Quantitative Information and Fair Value Sensitivigs Related to Level 3 Unobservable Inputs

We utilize the market approach to measure thevfalue of our commodity contracts. The significamibservable inputs used
in this approach are longer dated price quotes. £2ussitivity to these longer dated forward curveees are presented in the table
below. Significant changes in any of those inputssolation would result in significantly differeffair value measurements,
depending on our short or long position in thesatcacts.

Fair Value Forward Curve

Product Group (millions) Range
Assets:
NGLS ..coveeveciecieee e $ 49 $0.08-$1.82 Per gallon
Natural Gas............c......... 2 $3.30-%4.15 Per MMBtu (a)
Total assets.................. $ 51
Liabilities:
NGLS ...oeveiiieeieeiecesiee e 3 (59) $0.08-%1.82 Per gallon
Natural gas.......c.cceveveee. (1) $3.36-%4.15 Per MMBtu
Total liabilities............... $ (60)

(@) MMBtu represents one million British thermal units.
Estimated Fair Value of Financial Instruments

Valuation of a contract’s fair value is validateg &n internal group independent of the marketinguyr. While common industry
practices are used to develop valuation techniqgetesnges in pricing methodologies or the underlygsgumptions could result in
significantly different fair values and income repotion. When available, quoted market prices aces obtained through external
sources are used to determine a contract’s faineaFor contracts with a delivery location or dimatfor which quoted market prices
are not available, fair value is determined basegocing models developed primarily from historieend expected relationship with
guoted market prices.

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

The fair value of our interest rate swaps and cordityonon-trading derivatives is based on pricespaed by quoted market
prices and other external sources and prices basedodels and other valuation methods. The “prsgsported by quoted market
prices and other external sources” category incdunler interest rate swaps, our NGL and crude o#gsy and our NYMEX positions
in natural gas. In addition, this category incluades forward positions in natural gas for which dorward price curves are obtained
from a third-party pricing service and then validdtthrough an internal process which includes tbe af independent broker quotes.
This category also includes our forward positiondNGLs at points for which over-the-counter, or O/Ti€oker quotes for similar
assets or liabilities are available for the fulireof the instrument. This category also includefip” transactions whose pricing
inputs are directly or indirectly observable fromternal sources and then modeled to daily or monghices as appropriate. The
“prices based on models and other valuation methoategory includes the value of transactions fdrieh inputs to the fair value of
the instrument are unobservable in the marketpéamkare considered significant to the overall faitue of the instrument. The fair
value of these instruments may be based upon &nriatly developed price curve, which was constrd@s a result of the long dated
nature of the transaction or the illiquidity of tinearket point.

We have determined fair value amounts using avilatarket 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 indicativlhefamounts 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, accountsgidey and short-term borrowings are not materialffedent from their carrying
amounts because of the short-term nature of thesteuments or the stated rates approximating maekes. Unrealized gains and
unrealized losses on derivative instruments areedat fair value. As of June 30, 2012, the cangyand fair value of our long-term
debt was $4,271 million and $4,736 million, respeely. As of December 31, 2011, the carrying anit falue of our long-term debt
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was $3,820 million and $4,264 million, respectivelye determine the fair value of our variable rd&bt based upon the discounted
present value of expected future cash flows, takimg account the difference between the contraddioarowing spread and the
spread for similar credit facilities available ing marketplace. We determine the fair value of iixed-rate debt based on quotes
obtained from bond dealers. We classify the failuesof our outstanding debt balances within Leveif2he fair value hierarchy.

9. Financing
June 30, December 31,
2012 2011
(millions)

SNOM-TEIM DOITOWING ...ttt e e e ettt et e et e e e e e e e e e e e s e et aaaaaaaaaaas $ 89t % 37C
DCP Midstream’s debt securities:

Issued November 2008, interest at 9.700% payabtéaeually, due December 2C........ 250 25C

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

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

Issued March 2010, interest at 5.350% payable semially, cue March 202................... 60C 60C

Issued September 2011, interest at 4.750% payanéasinually, due September 2(....... 50C 50C

Issued August 2000, interest at 8.125% payable aemially, due August 2030 1............ 30C 30C

Issued October 2006, interest at50% payable semiannually, due November :........... 30C 30C

Issued September 2007, interest at 6.750% payadasinually, due September 2(....... 45C 45C
DCP Midstream teri loan, variable interest i{1.625%, due September 20 ....................... 25C —
DCP Partners’ cbt securities

Issued September 2010, interest at 3.25% payabiéasmually, due October 20............ 25C 25C

Issued March 2012, interest at 4.95% payable semuialty, due April 202....................... 35C —
DCP Partners’ revolving credit facility, weight-averagevariable interest rate (1.5(%

and 1.69%, respectively, due November 2016 (D) ........occvveeeeriiiiiieeeeiiiieee e 350 497
Fair value adjustments related to interest ratepsfa@ value hedgesa) .........cccveveerviinnnn, 33 34
UNAMOTEZEA QISCOU ..ottt ee et en s ne ettt n e s en s s s s s s s s s (12) (11)

B0 2= |10 1= o TR 5,16¢ 4,19(
Short-term borrowings (895, (370

Total long-term debt 4271 % 3,82(

(a) In December 2008, the swaps associated with thig dere terminated. The remaining long-term faitueaof
approximately $33 million related to the swaps &y amortized as a reduction to interest expehsauigh the
maturity date of the debt.

(b) $150 million has been swapped to a fixed interast obligation with effective fixed interest ratesging from
2.94% to 2.99%, for a net effective interest raf@ 6% on the $350 million of outstanding debt @ndCP
Partners’ revolving credit facility as of June 3M12.

DCP Midstream’s Debt Securities- In September 2011, we issued $500 million prpadiamount of 4.75% Senior Notes due
September 30, 2021, or the 4.75% Notes, for proseg@pproximately $496 million, net of unamortizéidcounts and related
offering costs. We will pay interest semiannually Blarch 30 and September 30 of each year, andiostrfayment occurred on
March 30, 2012. The net proceeds from this offenweye used to repay short-term borrowings and femeyal corporate purposes.

The DCP Midstream debt securities mature and beqoayable on the respective due dates, and areutnje¢st to any sinking
fund provisions. The DCP Midstream debt securities senior unsecured obligations, and are redeenala premium at our option.

DCP Midstream’s Credit Facilities with Financial stitutions— On March 2, 2012, we entered into a $2 billion réang credit
facility, or the $2 Billion Facility, which matureis March 2017 and terminated our existing $1,250iam revolving credit facility
which would have matured in March 2015 and our 8rg $450 million revolving credit facility which wuld have matured in April
2012, or together the $1.7 Billion Facilities. T2 Billion Facility allows for up to two one-yeaxtensions of the March 2017
maturity date, subject to lender consent. Thereawer borrowings outstanding under the $2 Billiorchity as of June 30, 2012.

The $2 Billion Facility may be used to support aommercial paper program, our capital expansiomg@am, working capital

requirements and other general corporate purposegh as for letters of credit. As of June 30, 20dnd December 31, 2011, we had
$895 million and $370 million of commercial papautstanding, backed by the $2 Billion Facility aritkt$1.7 Billion Facilities,
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respectively. As of June 30, 2012 and December2B1,1, we had $8 million and $7 million, respectiygin letters of credit
outstanding. As of June 30, 2012, the availableacity under the $2 Billion Facility was $1,097 nidh.

On March 2, 2012, we entered into a $1 billion dedd draw term loan agreement, or the Term Loancivlmatures in
September 2014. Proceeds from the Term Loan mayskd for our capital expansion program and worldagital requirements. As
of June 30, 2012, we had $250 million outstandimgler the Term Loan.

The $2 Billion Facility bears interest at eithet) LIBOR, plus an applicable margin of 117.5 bas@ints based on our current
credit rating; or (2) (a) the base rate which stedlthe higher of Wells Fargo Bank N.A.’s primeeathe Federal Funds rate plus
0.50% or the LIBOR Market Index rate plus 1% pli§ &n applicable margin of 17.5 basis points basedur current credit rating.
The $2 Billion Facility incurs an annual facilitye® of 0.20% based on our current credit rating.sTee is paid on drawn and
undrawn portions of the $2 Billion Facility.

The Term Loan bears interest at either: (1) LIB@Ris an applicable margin of 137.5 basis pointsdolasn our current credit
rating; or (2) (a) the base rate which shall be tiigher of Royal Bank of Canada’s prime rate, treelBral Funds rate plus 0.50% or
the LIBOR Market Index rate plus 1% plus (b) an &pgble margin of 37.5 basis points based on ourent credit rating. The Term
Loan incurs an annual commitment fee of 0.20% basedur current credit rating. This fee is paid emdrawn portions of the Term
Loan.

The $2 Billion Facility and the Term Loan requiras to maintain a consolidated leverage ratio (ttérof consolidated
indebtedness to consolidated EBITDA as is defingdh® Facility) of not more than 5.0 to 1.0, and @temporary basis for not more
than three consecutive quarters (including the taran which such acquisition is consummated),daling the consummation of
certain acquisitions (as defined by the $2 Billibacility and the Term Loan) of not more than 5.51t6. Any drawn amounts under
the Term Loan are required to be repaid from pralssfeom the sale or contribution of the Sand HHlpeline or the Southern Hills
Pipeline.

DCP Partners’ Debt Securities- On March 13, 2012, DCP Partners issued $350iomlbf 4.95% 10-year Senior Notes, or the
DCP Partners 4.95% Notes, due April 1, 2022. DCRrias received proceeds of $346 million, net oflarwriters’ fees, related
expenses and unamortized discounts. Proceeds freDEP Partners 4.95% Notes were used to fund iguoof DCP Partners’
acquisition of our 66.67% remaining interest in 8mast Texas and to repay funds borrowed under B@&fners’ Credit Agreement
and the DCP Partners Term Loan. Interest on thesaiill be paid semiannually on April 1 and Octolieof each year, commencing
on October 1, 2012. The underwriters’ fees andtesl@&xpenses are deferred in other long-term agséte condensed consolidated
balance sheets and will be amortized over the tefthe notes.

DCP Partners’ debt securities mature and becomalgayon the respective due dates, unless redeen@d@ maturity, and are
not subject to any sinking fund provisions. DCP tRars’ debt securities are senior unsecured obitigat and are redeemable at a
premium at DCP Partners’ option.

DCP Partners’ Credit Facilities with Financial Ingtitions— On January 3, 2012, DCP Partners entered inteyad term loan
agreement, or the DCP Partners Term Loan, and bauds135 million, which was used to fund a portioihDCP Partners’
acquisition of our remaining 49.9% interest in E&iekas. In March 2012, DCP Partners repaid the tean with proceeds from the
DCP Partners 4.95% Notes.

DCP Partners has a $1 billion revolving credit fagj or the DCP Partners’ Credit Agreement, thattores November 10, 2016.
As of both June 30, 2012 and December 31, 2011, P@PRners had $1 million of letters of credit issuender the DCP Partners’
Credit Agreement. As of June 30, 2012, the unussabcity under the revolving credit facility was $bwillion.

The DCP Partners’ Credit Agreement bears interestther: (1) LIBOR, plus an applicable margin aR5% based on DCP
Partners’ current credit rating; or (2) (a) the éaate which shall be the higher of Wells Fargo B&hA.’s prime rate, the Federal
Funds rate plus 0.50% or the LIBOR Market Indexerptus 1% plus (b) an applicable margin of 0.25%édxhon DCP Partners’
current credit rating. The revolving credit fagflincurs an annual facility fee of 0.25% based o@®Partners’ current credit rating.
This fee is paid on drawn and undrawn portionsha tevolving credit facility.

The DCP Partners’ Credit Agreement requires DCRrigais to maintain a leverage ratio (the ratio af consolidated
indebtedness to our consolidated EBITDA, in eacecas is defined by the Credit Agreement) of notentnan 5.0 to 1.0, and on a
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temporary basis for not more than three consecuivarters (including the quarter in which such asgion is consummated)
following the consummation of certain acquisitiasfsnot more than 5.5 to 1.0.

Other Agreements- As of June 30, 2012, DCP Partners had a contibggter of credit facility for up to $10 millionon which
DCP Partners pays a fee of 0.50% per annum. Asi0é€ B0, 2012, 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.

Other Financing— During the three and six months ended June 3022@CP Partners issued 338,800 of its common units
under an on-going equity distribution agreementwetfinancial institution and received proceedsronits issued of $14 million,
net of commissions and offering costs, which wesedito finance growth opportunities and for genemporate purposes.

In March 2012, DCP Partners issued 5,148,500 afaimmon units at $47.42 per unit. DCP Partnersirezkproceeds of $234
million, net of commissions and offering costs, whiwere used to repay borrowings under the DCPrieast Credit Agreement.

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

Our day-to-day operations expose us to a varietysif including but not limited to changes in theces of commodities that we
buy or sell, changes in interest rates, and theibr@rthiness of each of our counterparties. We agacertain of these exposures by
using physical and financial derivative instrumemt of our commodity derivative activities are nducted under the governance of
internal Risk Management Committees that estalgislicies limiting exposure to market risk and redug 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 isrpmarily accounted for using the mark-to-market hed of accounting;
however, depending upon our risk profile and objexg, in certain limited cases, we may executegestions 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 markettigitees engage in the business of trading enerjgited products and
services, including managing purchase and saletghios, storage contracts and facilities, and saortation commitments for
products. These energy trading operations are eegptismarket variables and commodity price riskhwiéspect to these products
and services, and we may enter into physical catérand financial instruments with the objectiveredlizing a positive margin from
the purchase and sale of commodity-based instrusn®¥ié manage commaodity price risk related to ouure gas storage and
pipeline assets by engaging in natural gas asssdaading and marketing. The commercial actigitielated to our natural gas asset
based trading and marketing primarily consist afé¢ispreads and basis spreads.

We may execute a time spread transaction when ifference between the current price of natural ¢@esh or futures) and the
futures market price for natural gas exceeds ost obstoring physical gas in our owned and/or Exhstorage facilities. The time
spread transaction allows us to lock in a margirewithis market condition exists. A time spread saction is executed by
establishing a long gas position at one point mdiand establishing an equal short gas positiandifferent 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 pgdondensed consolidated statements of operatithie gas held in our storage
locations is recorded at the lower of average cwsharket, the derivative instruments that are useghanage our storage facilities
are recorded at fair value and any changes invaliue are currently recorded in our condensed clidated statements of operations.
Even though we may have economically hedged oupsupe and locked in a future margin, the use oféovef-cost-or-market
accounting for our physical inventory and the usenark-to-market accounting for our derivative ingnents may subject our
earnings to market volatility.

We may execute basis spread transactions when #nkanprice 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 transactiomwalus to lock in a margin on our
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physical purchases and sales of gas. We typicae/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 anddsiéggsand may subject our earnings to marketatiity, even though the
transaction represents an economic hedge in whizehawe locked in a future margin.

In order for our storage facility to remain operatal, a minimum level of base gas must be maintimeeach storage cavern,
which is capitalized on our condensed consoliddtaidnce sheets as a component of property, plahegaipment, net. During 2011,
we commenced an expansion project to build an @mttht storage cavern. Upon completion of the expamgroject, we will be
required to purchase a significant amount of baa&tg bring the storage cavern to operation. Tagate risk associated with this
forecasted purchase of natural gas, we executeti@ssof derivative financial instruments, whichviecbeen designated as cash flow
hedges. These cash flow hedges were in a lossiposif $3 million as of June 30, 2012, and will Btuate in value through the term
of construction. Any effective changes in fair valaf these derivative instruments will be deferred\OCI until the underlying
purchase of inventory occurs. While the cash paidegeived upon settlement of these hedges wilhecaically offset the cash
required to purchase the base gas, following cotignieof the additional storage cavern, any defemgadh or loss at the time of the
purchase will remain in AOCI until the cavern is ptied and the base gas is sold. As of June 30, 20%2e was a deferred loss of $3
million recognized in AOCI in relation to our 20@80orage cavern expansion, and will remain in AO@lilsuch time that the 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, putdqribns, term contracts and spot
market trading. These energy trading operationseaposed to market variables and commodity 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 emity-based instruments. These physical and firiestruments are not
designated as hedging instruments and are recatledr value with changes in fair value recordedhe current period condensed
consolidated statements of operations.

We employ established risk limits, policies and gedures to manage risks associated with the nagiasbsset based trading and
marketing and NGL proprietary trading.

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 thesmmodities creates commodity price risk due to nedidhanges in commodity
prices, primarily with respect to the prices of N§lnatural gas and crude oil. DCP Partners hagyatitid a portion 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 oibps and costless collars to
mitigate a portion of its commodity price risk exqaare for NGLs. When the relationship of NGL pridescrude oil prices is at a
discount to historical ranges, DCP Partners expesds additional exposure as a result of the retetiip where DCP Partners utilizes
crude oil swaps and costless collars to mitigateLNf&ice exposure. For shorter dated time perioderelthe NGL markets have
greater liquidity, DCP Partners has utilized NGLag to mitigate a portion of its NGL price risk tugh December 2012 by entering
into incremental NGL financial positions and by &&nging crude oil swaps for NGL swaps. These tratisas are primarily
accomplished through the use of swaps that exch&@fe Partners’ floating price risk for a fixed pegcbut the type of instrument
that is used to mitigate risk may vary dependinguCP Partners’ risk objective. These transactamesnot 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 convert variable interest riadisced rates on our existing debt
and to lock in rates on our anticipated future fixeate debt, respectively. Our primary goals in@u¢ll) maintaining an appropriate
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ratio of fixed-rate debt to floating-rate debt; (Bducing volatility of earnings resulting from arest rate fluctuations; and (3) locking
in attractive interest rates based on historicedsa

DCP Partners mitigates a portion of its intereséndsk with interest rate swaps, which reduce DR&tners’ exposure to market
fluctuations by converting variable interest ratesDCP Partners’ existing debt to fixed interesesa The interest rate swap
agreements convert the interest rate associatdtthétindebtedness outstanding under DCP Partnevelving credit facility to a
fixed-rate obligation, thereby reducing the expastor market rate fluctuations.

At June 30, 2012, DCP Partners had interest ratgpsagreements extending through June 2014 tot&s® million, which
DCP Partners has designated as cash flow hedges.

At December 31, 2011, DCP Partners had interdstsaap agreements totaling $450 million, of whiz&P Partners had
designated $425 million as cash flow hedges andacted for the remaining $25 million under the ma&okmarket method of
accounting. In March 2012, DCP Partners paid dovaodion of the DCP Partners’ Credit Agreement. égesult of the pay down of
the DCP Partners’ Credit Agreement, DCP Partnessatitinued cash flow hedge accounting on $225 amillbf its interest rate swap
agreements.

Effectiveness of DCP Partners’ interest rate swgigaments designated as cash flow hedges is detediiiy matching the
principal balance and terms with that of the spiecifobligation. The effective portions of changadair value are recognized in
AOCI in the condensed consolidated balance sheetsee reclassified into earnings as the hedgetstetions impacted earnings.
However, due to the volatility of the interest ratmrkets, the corresponding value in AOCI is subjeachange prior to its
reclassification into earnings. Ineffective portsoof changes in fair value are recognized in eagain

At June 30, 2012, $150 million of the agreemenfwriee prospectively approximately every 30 daysdenthe terms of the
interest rate swap agreements, DCP Partners pegd-fiates ranging from 2.94% to 2.99%, and receingest payments based on
the one-month LIBOR.

On March 8, 2012, DCP Partners settled $195 millidits forward-starting interest rate swap agreetsdor $7 million. The
remaining net deferred losses of $5 million in AO@ill be amortized into interest expense associatétd DCP Partners’ long-term
debt through 2022.

We previously had interest rate cash flow hedgesfair value hedges in place that were terminatedd00 and 2008,
respectively. As a result, the remaining net losfedred in AOCI relative to these cash flow hedges fair value hedges will be
reclassified to interest expense through the reingiterm of the debt through 2030, as the undedytimnsactions impact earnings.

Credit Risk

Our principal customers range from large, natuies gharketing services to industrial end-users formatural gas products and
services, as well as large multi-national petrocleainand refining companies, to small regional prap distributors for our NGL
products and services. Substantially all of ourunakgas and NGL sales are made at market-basedsrApproximately 40% of our
NGL production is committed to Phillips 66 (or CacwPhillips prior to May 1, 2012) and CP Chem, bottated parties, under an
existing 15-year contract, the primary producti@menitment of which expires in 2015. This conceritatof credit risk may affect
our overall credit risk, in that these customersyrba similarly affected by changes in economic,ulagory or other factors. Where
exposed to credit risk, we analyze the counterpattinancial condition prior to entering into agrement, establish credit limits and
monitor the appropriateness of these limits on againg basis. We may use various master agreentieatsnclude language giving
us the right to request collateral to mitigate dtexkposure. The collateral language provides fopanterparty to post cash or letters
of credit for exposure in excess of the establisttedshold. The threshold amount represents an opait limit, determined in
accordance with our credit policy. The collatermhguage also provides that the inability to podtateral is sufficient cause to
terminate a contract and liquidate all positionsabldition, our master agreements and our stangascand NGL sales contracts
contain adequate assurance provisions, which allewo suspend deliveries and cancel agreementsyrdinue deliveries to the buyer
after the buyer provides security for payment isagisfactory form.
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Contingent Credit Features

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

We have International Swap Dealers Associatiod S&A, contracts which are standardized master lagalngements that
establish key terms and conditions which governaiarderivative transactions. These ISDA contracstain standard credit-risk
related contingent provisions. Some of the provisiave are subject to are outlined below.

* Inthe event that we or DCP Partners were to bemignaded below investment grade by at least ond@fhajor credit rating
agencies, certain of our ISDA counterparties hdneeright to reduce our collateral threshold to zgrotentially requiring us
to fully collateralize any commodity contracts imat liability position.

* In some cases, our ISDA contracts contain crossideprovisions 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 effaxtiny 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.

Depending upon the movement of commodity prices iatetest rates, each of our individual contracfthveounterparties to our
commodity derivative instruments or interest rat@ap 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,
2012, we had $30 million of individual commodity deative contracts that contain credit-risk relawzhtingent features that were in
a net liability position, and have not posted amgh collateral relative to such positions. If aditeisk related event were to occur
and we were required to net settle our positiortwvaih individual counterparty, our ISDA contractspé 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, 2012, if a credit-risk related event wiereccur, we may be required to post additionalatelral. Although our commaodity
derivative contracts that contain credit-risk relhtontingent features were in a net liability gimsi as of June 30, 2012, if a credit-
risk related event were to occur, the net liabilitysition would be partially offset by contractsamet asset position reducing our net
liability to $21 million.

As of June 30, 2012, DCP Partners had $150 milébmdividual interest rate swap instruments tharevin a net liability
position of $8 million and were subject to credisk related contingent features. If DCP Partnersente have an event of default
relative to any covenants of the DCP Partners’ @radreement, that occurs and is continuing, themrparties to DCP Partners’
swap instruments have the right to request that [F@Rners net settle the instrument in the forncasgh.

Collateral

As of June 30, 2012, we held cash of $5 milliorgluirded in other current liabilities in the condedsmnsolidated balance sheet
related to cash postings by third parties, ancelstbf credit of $48 million from counterpartiesgecure their future performance
under financial or physical contracts. We had cdshosits with counterparties of $24 million inclublie other current assets as of
June 30, 2012, to secure our obligations to pro¥idare services or to perform financial contrads. of June 30, 2012, DCP
Partners had no cash collateral posted with copatties to its commodity derivative instruments. #&slune 30, 2012, we had issued
and outstanding parental guarantees totaling $3l6omin favor of certain counterparties to DCP Bars’ commodity derivative
instruments to mitigate a portion of DCP Partnaraflateral requirements with those counterparti2@SP Partners pays us a fee of
0.50% per annum on these guarantees. These pagerantees and contingent letter of credit faciléduce the amount of cash
DCP Partners may be required to post as collat€allateral amounts held or posted may be fixednaty vary, depending on the
value of the underlying contracts, and could covermal purchases and sales, trading and hedgintgaxis. In many cases, we and
our counterparties publicly disclose credit ratinghich may impact the amounts of collateral requients.

Physical forward contracts and financial derivatiage generally cash settled at the expiratiorhefd¢ontract term. These
transactions are generally subject to specific itnavisions within the contracts that would allahe seller, at its discretion, to
suspend deliveries, cancel agreements or contielieedies to the buyer after the buyer provideswséy for payment satisfactory to
the seller.
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The following summarizes the balance within AOCétof noncontrolling interest, relative to our coradity and interest rate

cash flow hedges:

June 30, December 31,
2012 2011
(millions)

Commodity cash flow hedges:

Net deferred losses in AO .............. $ 6 9 (5)
Interest rate cash flow hees

Net deferred losses in AOCl............ 4 (7
Total AOCH....ceiiiieeiieee e $ (100 % (12)

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 2012 2011 Balance Sheet Line Item 2012 2011
(millions) (millions)
Derivative Assets Designated as Hedging Instruments Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ — — instruments — current............ $ 4 3 (16)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... (4) (5)
$ — $ — $ 8 S (21)

Commodity derivatives:
Unrealized gains on deritive

Commodity derivatives:
Unrealized gains on derivati\

instruments — current............ $ — $ — instruments — current............ $ (1) $ —
Unrealized gains on derivati\ Unrealized losses on derivati

instruments — long-term.......... — 3 — instruments — long-term......... $ @ s (3)

$ — $ — $ 3) 9 (3)

Derivative Assets Not Designated as Hedging Instruamts:

Commodity derivatives:
Unrealized gains on derivati\

Derivative Liabilities Not Designated as Hedging Istruments:

Commodity derivatives:
Unrealized losses on derivati

instruments— curren............... $ 131 $ 107 instruments— curren............... $ (143, % (97)
Unrealized gains on derivati\ Unrealized losses on derivati

instruments — long-term......... 32 23 instruments — long-term......... (29) (32)

$ 163 $ 130 $ a72) % (129)
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The following table summarizes the impact on oundensed consolidated balance sheets and condenssdlicated 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
AOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Three Months Ended June 30, Over the Next
2012 2011 2012 2011 2012 2011 12 Months
(millions) (millions)
Interest rate derivatives.... $ — % 1) $ @ $ 2@ $ — $ — (a)(b)
Six Months Ended June 3C
201z 2011 2012 2011 201z 2011
(millions)
Commodity derivatives..... $ @ s — $ — 3 — $ — $ — $ —
Interest rate derivativi....... $ —  $ (2 $ 3 $ 4) $ — 3 — $ oy

(@) Included in interest expense in our condensed dafeted statements of operations.
(b) For the three and six months ended June 30, 20812841, no derivative gains or losses were recfeeskfrom AOCI to current period
earnings as a result of the discontinuance of disihedges related to certain forecasted traneastthat are not probable of occurring or as a

result of exclusion from effectiveness testing.

Change in value of derivative instruments, for whitbe hedge method of accounting has not beeneddcbm one period to the
next, are recorded in the condensed consolidatgdrsients of operations. The following summarizesthamounts and the location
within the condensed consolidated statements ofaifmns that such amounts are reflected:

Three Months Ended Six Months Ended
June 30, June 30,
Commodity Derivatives: Statement of Operations Lineltem 2012 2011 2012 2011
(millions)
Realized gains (I0SSE.........ccveevieeiiiiienee e $ 45 3 4 3 78 % (5)
14 37 (9 9

Unrealized gains (I0SSES) .......ccceeviivimacccsieeee e,
Trading and marketing gains, net...........ccceeeeeviimennnnn.

$ 59 % 33 % 69 $ 4

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 commaodity typar net long or short derivative positions, as wasdlthe number of
outstanding contracts that are expected to payt@llentirely settle in each respective year. Te éxtent that we have long dated
derivative positions that span multiple calendaange the contract will appear in more than one iteen in the table below.
Additionally, relative to the hedging of certain ofir storage and/or transportation assets, we maguge basis transactions for
natural gas, which may result in a net long/shasition of zero. This table also presents our e or short natural gas basis swap
positions separately from our net long or shortunat gas positions.

June 30, 2012

Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Short Number Net Number Net Short Number Net Short Number
Year of Position of Short of Position of Position of
Expiration (Bbls) (a)  Contracts Position (MMBtu)  Contracts (Bbls) Contracts (MMBtu) Contracts
2012, (535,493) 498 (22,846,500) 310 (9,114,852) 410 (b) (16,602,500) 160
2013...cceiee. (917,504) 249 (2,345,000) 36 (10,388,159) 129 (c) 3,892,500 49
2014.......cune... (644,500) 76 (365,000) 3 (9,000,000) 2 (d) (900,000) 1
2015.......ccueeee. (365,000) 2 — — — — — —
2016.........co..... (183,000) 1 — — — — — —
(a) Bbls represents barrels.
(b) Includes 27 physical index based derivative corgraéataling (8,506,600) Bbls.
(c) Includes 13 physical index based derivative corgraataling (9,772,800) Bbls.
(d) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.
June 30, 2011
Natural Gas
Crude Oill Natural Gas Natural Gas Liquids Basis Swaps
Net (Short) Net (Short)
Net Short Long Net Short Long
Year of Position Number of Position Number of Position Number of Position Number of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2011....ccnneee. (335,281) 730 (15,312,550) 456 (6,812929 442 @) (8,747,50C 171
P20 ) /R (1,035,587 244 (9,966,00C 68 (8,331,402 67 (b) 18,357,50 69
2013............... (945,998) 111 1,335,000 7 (8,945,250) 3 (c) 4,480,000 7
2014............... (644,500) 10 (365,000) 3 (9,000,000) 2 (c) — —
2015.....ocee (365,000) 2 — — — — — —
2016............... (183,000) 1 — — — — — —

(@) Includes 19 physical index based derivative corgraataling (6,906,250) Bbls.
(b) Includes 4 physical index based derivative consaotaling (9,195,000) Bbls.
(c) Includes 2 physical index based derivative congaotaling (9,000,000) Bbls.

As of June 30, 2012, DCP Partners had interestgatmps outstanding with individual notional valuEs$70 million and $80
million, which, in aggregate, exchange up to $150ion of DCP Partners’ floating rate obligationffa fixed rate obligation through

June 2014.

11. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number ofscdasion lawsuits involving royalty disputes, misaseirement and
mispayment allegations. We are currently namededsrtiants in some of these cases and customersasaeeted individual audit
claims related to mismeasurement and mispaymentagament believes we have meritorious defensesstgetcases and, therefore,
will continue to defend them vigorously. These ofai, however, can be costly and time consuming fenl& We are also a party to
various legal, administrative and regulatory pratiags that have arisen in the ordinary course aflmusiness, including, from time
to time, disputes with customers over various measient and settlement issues.

Management currently believes that these mattaker as a whole, and after consideration of amoaotsued, insurance
coverage and other indemnification arrangementl not have a material adverse effect upon our aamskd consolidated results of

operations, financial position or cash flows.
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General Insurance— Our insurance coverage is carried with an &f#i of Phillips 66 (or ConocoPhillips prior to Mdy 2012),
an affiliate of Spectra Energy and third-party insts. Our insurance coverage includes: (1) gereaility insurance covering third-
party exposures; (2) statutory workers’ compengaitigsurance; (3) automobile liability insurance &dr owned, non-owned and hired
vehicles; (4) excess liability insurance above éséablished primary limits for general liability dmutomobile liability insurance; (5)
property insurance, which covers the replacemehtevaf real and personal property and includes heiss interruption; and (6)
directors and officers insurance covering our dioes and officers for acts related to our businastvities. All coverage is subject to
certain limits and deductibles, the terms and ctiads of which are common for companies with simitgpes of operations.

Environmental— The operation of pipelines, plants and otheiilfaes for gathering, processing, compressingnsorting, or
storing natural gas, and fractionating, transpa@yitigathering, treating, processing and storing N@hd other products is subject to
stringent and complex laws and regulations pertajrid health, safety and the environment. As an emor operator of these
facilities, we must comply with United States laassd regulations at the federal, state and locatlethat relate to air and water
quality, hazardous and solid waste storage, managgnransportation and disposal, and other enwvitemtal matters including
recently adopted U.S. Environmental Protection Ageregulations related to reporting of greenhouae gmissions which have
taken effect over the past two years. The costlafiping, designing, constructing and operating [ifgs, plants, and other facilities
must incorporate compliance with environmental lams regulations and safety standards. In additieere is increasing focus, both
from state and federal regulatory officials andathgh litigation, on hydraulic fracturing and theater perceived environmental
impacts of this technique, which indirectly preseabme risk to our available supply of natural gaalure to comply with these laws
and regulations may trigger a variety of adminisitra, civil and potentially criminal enforcement @eures, including citizen suits,
which can include the assessment of monetary pesathe imposition of remedial requirements, tssuiance of injunctions or
restrictions on operations. Management believes thased on currently known information, compliandiéh these laws and
regulations will not have a material adverse eff@etour condensed consolidated results of operatifinancial position or cash
flows.

We make expenditures in connection with environraéntatters as part of our normal operations. ASwifie 30, 2012 and
December 31, 2011, environmental liabilities inakddn the condensed consolidated balance sheethascurrent liabilities
amounted to $7 million and $6 million, respective#ynd environmental liabilities included in the aEmsed consolidated balance
sheets as other long-term liabilities amountedZadllion and $9 million, respectively.

12. Supplemental Cash Flow Information

Six Months Ended

June 30,
2012 2011
(millions)
Cash paid for interest, net of capitalized int€...........cccccceeeviinn $ 85 § 97
Cash paid for income taxes, net of refu...........cccocevvveeeeiiiiieenns $ 10 $ 37
Non-cash investing and financing activiti
Distributions payable to membt...........ccccveiiiiiiniie e $ 50 $ 64
Property, plant and equipment acquired with accoatgabl:.... $ 231 $ 77
Other nor-cash additions of property, plant and equipn.......... $ 3¢ $ 2

During the three and six months ended June 30, 20122011, we received distributions from DCP Parsof $32 million and
$25 million, respectively, which are eliminateddonsolidation.

13. Subsequent Events

We have evaluated subsequent events occurringghrdugust 10, 2012, the date the condensed coreelitifinancial
statements were issued.

On July 26, 2012, the board of directors of DCPtRars’ general partner declared a quarterly distidn of $0.67 per unit,
payable on August 14, 2012 to unitholders of recondAugust 7, 2012.

On July 3, 2012, DCP Partners acquired the Crosisaaocessing plant and associated gathering systethe Crossroads
System, from Penn Virginia Resource Partners, foP$63 million. DCP Partners financed the acqudsitwith borrowings under its
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revolving credit facility. Given the recent timiraf this acquisition, DCP Partners has not completedaccounting for the
Crossroads business combination and has not matigrcdisclosures. The initial accounting and rethtlisclosures for business
combinations will be made in subsequent financiatements.

On July 2, 2012, DCP Partners closed a privategiaent of equity with a group of institutional inwtess in which DCP Partners
sold 4,989,802 of its common units at a price 06%5 per unit and received proceeds of $174 millioet of offering costs.

On July 2, 2012, we contributed our minority ownlg@gsinterests in two non-operated Mont Belvieu tianators, or the Mont
Belvieu Fractionators, to DCP Partners for aggregainsideration of $200 million. DCP Partners eatkinto a two-year term loan
agreement, which expires on July 2, 2014, to firm#it40 million of the aggregate purchase price. fiéreaining $60 million
consideration was financed with the issuance by aRners of 1,536,098 common units to us. The $hillon cash proceeds we
received were used to pay down our short-term beimgs. The Mont Belvieu Fractionators consist dfA5 percent interest in the
Enterprise Fractionator, which is operated by Entise, and a 20 percent interest in the Mont BaMi&ractionation Facility, which
is operated by ONEOK Partners. We will continueatttount for the Mont Belvieu Fractionators througlr ownership of DCP
Partners.
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