-
Midstream.

DCP Midstream, LLC
Condensed Consolidated Financial Statements for the
Three Months Ended March 31, 2012 and 2011
(Unaudited)




DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

TABLE OF CONTENTS

Condensed Consolidated Balance ShEetS .....ccuuccceiiiiiiiiiiiiiiee e
Condensed Consolidated Statements of OPerations..........cccvvveiiriiiiiieeieeee e
Condensed Consolidated Statements of ComprehelBoee ..........covvvvvveeeeeiiiii i eeeeere e

Condensed Consolidated Statements of Cash FIQWS............ovviiiiiiiieeeeii e
Condensed Consolidated Statements of Changes iyEQLL............cii e,
Notes to Condensed Consolidated Financial Statement...........c.ccccceeeiiiiiieeiiiieeeeeeeeee e,



DCP MIDSTREAM, LLC

CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(millions)
March 31, 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 $ 8 9
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million each period............ 769 981
AFfIIALES ... e ———— 263 307
(11 0= 36 44
LN VZ=T 0] (o] =TS SURRSPRPPPRIN 81 105
Unrealized gains on derivative iNStruUMeNtS. oo .o 114 107
(@ 11 0= P SSSRPPPPP 15 24
TOtal CUMENT ASSELS ...uiii i eeemmme e e e e e e e e e e e e e e e e mmenennan 1,286 1,577
Property, plant and equIPMENT, NET......... o rrrreeiiiiiiiiiaeaee e eeeee e 6,841 6,448
Investments in unconsolidated affiliates............ccocceiiiiiiii e 156 154
L ae= T o 1 o] CoT= TSTSTCY £ o1 S 355 362
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 iNStrUMENES . e ccooveviieeeeeiiiieee e 25 23
Other long-term assets 164 125
Total aSSetS ....cvvvvveeeeeeeeeiiieicecveee 9,550 9,412
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LI o LRSS $ 1,212 1,547
ATFIIBLES .ttt re e e e e e e nrae s 76 127
(@101 PRSP SRP 44 49
SNOM-termM DOFTOWINGS .....eeiiiiiiiiiiii i ettt e e 355 370
Distributions payable to members ... 43 95
Unrealized losses on derivative instruments 130 113
ACCIUBH TAXES ...ttt e e et et e e e e et e e e et e e s e e eeeaeeeeeesaesaabr e eesasbaaannnaes 51 36
(@1 01T PP UUPUPPPPPY 247 310
Total cUrrent IADIITIES......ciieeeee e e r et e e ees 2,158 2,647
Deferred INCOME tAXES ....uuiiiiii it eeeeeeeie et e e e et e e e e e e e e e e e e e e ee s e bbb 94 93
(1o g To I =1 0 [T o SRS 4,188 3,820
Unrealized losses on derivative iNStIUMENTS. ..........uvviiiiieiieiiieiieeeee e 47 40
Other long-term labIlItIES .........ouveiii e 128 123
Total HADITIES .....eeeeeiieeie e 6,615 6,723
Commitments and contingent liabilities
Equity:
MEMDEIS INEEIEST ... eeeiiiiiiiiiiie ettt e ettt e e e e e e e e e e s ameeeeeaaeee s, 2,223 2,164
Accumulated other comprehensive 10SS ......ccccceeeiiiiiiiiiiiieee e (11) (12)
Total MEMDEIS’ EQUILY .....uvveiii i 2,212 2,152
NONCONLIOIING INEEIEST .. .evieii i e e emaas 723 537
L0 = U= o 181 2,935 2,689
Total liabilities and EQUILY ............ccriireemcieiriricicier e $ 9,550 9,412

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(millions)
Three Months Ended
March 31,
2012 2011

Operating revenues:

Sales of natural gas and petroleum ProdUCES .. oocoeeeieiiiiiiiiieeeeee e $ 2101 $ 2,226

Sales of natural gas and petroleum products thia#s ..................cccoeeeinnis 631 1%

Transportation, storage and ProCESSING ... eeeeaaruumrrnrirereeeeeeeiaaaaaaaaaaaaans 97 91

Trading and marketing gains (I0SSES), NEL.....ccciiiiiiiiiiiiiieiieeee e 10 (29)

Total OPErating FEVENUES ............ecueeriemeemerecreeeeeeesieeteste e eae e sre e eseeaeas 2,839 2,933

Operating costs and expenses:

Purchases of natural gas and petroleum productS..........ccccoeeeeeeiiiiiiiiininnens 202 2,153

Purchases of natural gas and petroleum produets #ffiliates..................... 264 268

Operating and MaiNtENANCE ..........ccoiiiuiiiiiee et 153 158

Depreciation and amortization ..............ccccceveeiiieiiiiiiiee e 120 105

General and admMiNiSTALIVE...............ccveveeeriereeeseiee e e, 73 75

Total operating COStS and EXPENSES........cceoeeereeveereereeieiieereereereeeeeeeeaneas 2,631 2,759

OPErating INCOME ......ciiiiiiiiiiiie et eemm ettt e e s st e e e e e eeeeas 208 174
Earnings from unconsolidated affiliates. ..o 7 5
INEETESt EXPENSE, MEL.......vvveeeeeeeeeeeeeee st et ettt et eeasenen st (56) (53)
INcOme DEfOre INCOME TAXES. .....c.cei et ettt 159 126
INCOME tAX EXPEINSE ..ceiieeeeeeeeeeeiee e o e et eaeeenaeaaeaaeeeeeessenasnrnnes (4) —
NETINCOME ..ot et e s e e es 155 126

Net (income) loss attributable to noncontrollimderests.........ccccceeevvcvieereennns (11) 7
Net income attributable t0 MeMDErs’ INtEreStSum...ooveeeveeeeieeereeeereereen D 144 $ 133

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(unaudited)

(millions)
Three Months Ended
March 31,
2012 2011
NEEINCOMIE ...ttt ettt ettt sttt e et enbe e snbe e sneeerea s $ 155 $ 126
Other comprehensive income:
Net unrealized gains (losses) on cash flow hedges......................... 1 Q)
Reclassification of cash flow hedges into earnings..............cccoeeeveee 5 5
Total other comprehensive income 6 4
Total comprehensive INCOME ............uuiiiicemeeme e 161 130
Total comprehensive (income) loss attributabl@dmcontrolling
INEEIESES . it e e e e e e e e e e e e aeaaes (16) 4
$ 145 $ 134

Total comprehensive income attributable to membiettgrests...............

See Notes to Condensed Consolidated Financial i8&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(millions)
Three Months Ended
March 31,
2012 2011
Cash flows from operating activities:
NEEINCOME ...ttt ee ettt e et e e st e e sate e sbeeesbeeetmeesbeeebeeesreeens $ 155 $ 126
Adjustments to reconcile net income to net casbvjited by operating activities:
Depreciation and amortiZation..............eeccceueeeiieiiiii e 120 105
Earnings from unconsolidated affiliates .... . .eeeeieiiiiiie e (7 (5)
Distributions from unconsolidated affiliateS. ...c.....cevvveivereeeeeeee, 6 8
Net unrealized gains on derivative iINStTUMENES . ...vvvrveireeereeeeeieiiiieeeereeeeeeeenns 24 29
Deferred income tax expense (DENEit)..... o eeeeieeiiiiiiiiiii e, 1 (2)
(@1 1= R o 1= PP PP PUPTPUTPPPPR (4) 4
Changes in operating assets and liabilities wigicbvided (used) cash:
ACCOUNES receivable ... 264 114
INVENEOTIES ..ttt et e e e e e e e e e e e e e e s e branr e e aaaeaaeeaas 18 30
ACCOUNES PAYADIE ... (417) (74)
O BT et ———————————— (83) (39)
Net cash provided by operating aCtiVities ....cccc...oooiiiiiiiiiiiiiiieeee e 77 296
Cash flows from investing activities:
Capital eXPENItUIES.........eiiii e (390) (189)
Acquisitions, net of cash acquUIred..........cccccvviiiiiiiiie e, (60) (40)
Proceeds from sales of available-for-sale se@siti...........cccooocviiiiiiniiiiiiic i, — 1
Net cash used in iNvVesting aCtiVItieS ......cceeeeeeeeeiiii i (450) (228)
Cash flows from financing activities:
Payment of dividends and distributions to members..........cccccovveeei i, (178) (160)
Proceeds from debt...........cooiiiiieeceee e e 973 547
Payment Of debt .........uuiiii e (604) (769)
Proceeds from issuance of common units by a sidnsidnet of offering costs......... 234 140
COMMEICIAl PAPEI, NEL ...ttt e e e e e e e e e e e e (15) 198
Distributions paid to noncontrolling INtErestS...........cuviiiiiiiii e (23) (29)
Deferred fiNANCING COSES .......cooiiiiiii i cceeee e e e (15) (4)
Net cash provided by (used in) financing activdtie 372 (67)
Net change in cash and cash equivalents. ..., D 1
Cash and cash equivalents, beginning Of PEriOG . ....cccccuuiiiiiiiiiiii e, 9 8
Cash and cash equivalents, €nd Of PEIHOG. . ceeweeeeveivriiiieieee e seee e $ 8 $ 9

See Notes to Condensed Consolidated Financial ig&tes.



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 (126) — (23) (49
Issuance of common units by a subsidiary, net of
offering costs 41 — 193 234
Comprehensive income (loss):

NELINCOME ... 144 — 11 155

Net unrealized (losses) gains on cash flow hedges — (1) 2 1

Reclassification of cash flow hedges into earnings — 2 3 5

Total comprehensive income................ccceeee.. 144 1 16 161

Balance, March 31, 2012 ..........c.cococvoeeueemeeennn. $ 2223 $ (11) % 723 % 2,935
Balance, January 1, 2011 .......ccceovieiimmemciee e $ 2,073 % (13) 3 421 $ 2,481
Dividends and distributions .................eccceeiiininnes (118) — (29) (137)
Issuance of common units by a subsidiary, net of

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

NELINCOME ..oiiiiiiiiiiie e 133 — (7) 126

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

Reclassifications of cash flow hedges into earsing — 2 3 S

Total comprehensive income (10sS)................. 133 1 (4) 130

Balance, March 31, 2011 ........cccrurirururermeniceenn. $ 2,116 $ (12) $ 510 $ 2,614

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three Months Ended March 31, 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&rnergy, and 50% by ConocoPhillips and its affilgter ConocoPhillips. We operate
in the midstream natural gas industry. Our primapgrations consist of gathering, processing, cosging, transporting and storing
natural gas, and fractionating, transporting, gdtigg treating, processing and storing natural liipasds, or NGLs, and/or condensate
as well as marketing, from which we generate rewenprimarily by trading and marketing natural gasi&NGLs.

DCP Midstream Partners, LP, or DCP Partners, isaater limited partnership, of which our wholly-owheubsidiary acts as
general partner. As of March 31, 2012 and Decen®igr2011, we owned an approximate 26% limited parinterest and an
approximate 1% general partner interest in DCPriagt, for both periods, as well as incentive dimition rights that entitle us to
receive an increasing share of available cash eslpfined distribution targets are achieved. Asgbreral partner of DCP Partners,
we have responsibility for its operations. We exseacontrol over DCP Partners and we account fasia consolidated subsidiary.
Transactions between us and DCP Partners’ opersatiane been identified in the condensed consoldifitencial statements as
transactions between affiliates.

During the third quarter of 2011, ConocoPhillips@unced plans to separate its business into twadstdone publicly traded
companies. As a result of this transaction, werazdonger owned 50% by ConocoPhillips. ConocoPpdlli50% ownership interest
in us was transferred to the new downstream compBhillips 66, on May 1, 2012. We do not anticip#tat the change in ownership
will have a material impact on our operations.

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

These condensed consolidated financial statemefiect all normal recurring adjustments that arethie opinion of
management, necessary to present fairly the firpasition 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¢hmonths ended March 31, 2012 are not necessadigative of the results that may
be expected for the year ending December 31, 20h2se condensed consolidated financial stateméwotdd be read in conjunction
with our consolidated financial statements for ye&r ended December 31, 2011.

The condensed consolidated financial statements haen prepared in accordance with accounting jples 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 cdadeteld 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 indlod@ccounts of the Company and all majority-owsabsidiaries 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 partaersot 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.

2. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Acunting Standards Update, or ASU, 2011-04 “Fair Viaé Measurement
(Topic 820): Amendments to Achieve Common Fair VallMeasurement and Disclosure Requirements in U.SAAP and IFRSs,”
or ASU 2011-04— In May 2011, the FASB issued ASU 2011-04 whiaghends Accounting Standards Codification, or ASCpito
820 “Fair Value Measurements and Disclosures” tarde the wording used to describe many of the mregoénts in U.S. GAAP for
measuring fair value and for disclosing informat@amout fair value measurements, clarify the FASBtnt 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.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three Months Ended March 31, 2012 and 2011
(unaudited)

3. Acquisitions

On February 27, 2012, we closed on the previousiyainced $60 million acquisition of the Odessa RigeSystem from a
third-party in a transaction accounted for as aseagacquisition. The Odessa Pipeline System canefsd0 miles of 20-inch pipeline,
which will be converted from gas to NGL service awdl connect to our Sand Hills Pipeline. The SaHdls Pipeline is expected to
be phased into service, with the first phase expatd be completed in the second half of 2012 toceemodate Eagle Ford basin
NGL volumes. Service to the Permian Basin is expddb begin in 2013.

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

During the three months ended March 31, 2012 artil2@e paid tax distributions of $95 million and Bhillion, respectively,
based on estimated annual taxable income allodat&gpectra Energy and ConocoPhillips accordindh&rtrespective ownership
percentages at the date the distributions becareelDuring the three months ended March 31, 20122611, we declared and paid
dividends of $83 million and $83 million, respecly, to Spectra Energy and ConocoPhillips, allodateaccordance with their
respective ownership percentages.

During the three months ended March 31, 2012 artl2@CP Partners paid distributions of $22 milliand $18 million,
respectively, to its public unitholders.

ConocoPhillips

Long-Term NGL Purchases Contract and Transactien¥Ve sell a portion of our residue gas and NGLLmwnocoPhillips. In
addition, we purchase natural gas from and progdthering, transportation and other services todgorhillips. Approximately
40% of our NGL production is committed to Conocoltps and Chevron Phillips Chemical, or CP Chemtltbrelated parties, under
an existing 15-year contract, which expires in 20%Bould the contract not be renegotiated or rertguteprovides for a five year
ratable wind-down period through 2020. The NGL ¢awnt also grants ConocoPhillips the right to pursdnat index-based prices
certain quantities of NGLs produced at processilagts that are acquired and/or constructed by ukérfuture in various counties in
the Mid-Continent and Permian Basin regions, arelAlustin Chalk area. We anticipate continuing toghase and sell these
commaodities and provide these services to Conodbyghin the ordinary course of business.

In October 2011, we closed on the previously anreaah$400 million acquisition of the Seaway ProduRigeline Company
from ConocoPhillips. This common carrier pipelindlwe renamed Southern Hills Pipeline and will benverted from refined
products service to an NGL pipeline, which will piNGLs from Kansas, Oklahoma and Texas to the NGitkat hub at Mont
Belvieu, Texas. We will add an extension to Mont\Beu, as well as pumping capacity and associatgthering infrastructure, to the
existing 580-mile pipeline. We are also buildinge;\880 miles of new pipeline to connect severabof owned or operated and third-
party processing facilities in the Mid-Contingeegion. This approximately $1 billion total investntés expected to have an in-
service date in mid-2013. The pipeline will openneapacity for NGLs produced from growing Mid-Conéint, Rockies and
Conway-bound supply.

In January 2011, we entered into a 15-year gatigesimd processing agreement with ConocoPhillips,rebg ConocoPhillips has
dedicated all of its natural gas production witlain area of mutual interest in Oklahoma and Texdus Tontract replaces and extends
certain contracts that we previously had with Coo®hillips.

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 anceotbervices to Spectra Energy. Management antiefpedntinuing to purchase and
sell commodities and provide services to Spectrargyin the ordinary course of business.

DCP Partners had propane supply agreements witht@pEnergy, which were effective through April 20Jand provided DCP
Partners propane supply at its marine terminalsifoto approximately 185 million gallons of propaaenually. DCP Partners has
contracted with various suppliers and has severailable options for future supply sources.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three Months Ended March 31, 2012 and 2011
(unaudited)

DCP Partners

On March 30, 2012, we contributed our remaining6aB56 interest in Southeast Texas Holdings, GP, autseast Texas, and
derivative instruments related to the SoutheastaBestorage business, together the Southeast Teidstrbam Business, to DCP
Partners, for aggregate consideration of $240 anillisubject to certain working capital and othersttumary purchase price
adjustments. $192 million of the aggregate purchasee was financed with a portion of the procedédsn DCP Partners’ 4.95% 10-
year Senior Notes offering. The remaining $48 roifliconsideration was financed with the issuanceDiP Partners of 1,000,417
common units to us. We also provided fixed NGL cootity derivatives for the three year period subsatjuto closing valued at $40
million. Certain of the NGL commodity derivativesere valued at $25 million and represent considerafor the termination of a
fee-based storage arrangement that we had with B&fhers in conjunction with its initial 33.33% @rest in Southeast Texas; the
remaining portion of the commodity derivatives, wall at $15 million, mitigate a portion of DCP Pats’ currently anticipated
commodity price risk associated with the gatherargd processing portion of the 66.67% interest irutheast Texas acquired on
March 30, 2012. The contribution of our remaining.67% interest in Southeast Texas represents @&dcdion between entities
among common control. We will continue to consoteldhe Southeast Texas Midstream Business throughirderest in DCP
Partners.

On January 3, 2012, we completed the previouslyoameed contribution of our remaining 49.9% interiesDCP East Texas
Holdings, LLC, or East Texas, to DCP Partners,dggregate consideration of $165 million, subjeatéotain working capital and
other customary purchase price adjustments. $13®mbf the aggregate purchase price was finane@tl borrowings under DCP
Partners’ term loan. The remaining $33 million ciolesation was financed with the issuance of 727,6@0mon units to us. We will
continue to consolidate East Texas through our aalme 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, unconsolidatediatis. We anticipate continuing to purchase aridceenmodities and provide
services to unconsolidated affiliates in the ordineourse of business.

The following table summarizes our transactionshwitlated parties and affiliates:

Three Months Ended

March 31,
2012 2011
(millions)
ConocoPhillips:
Saes of natural gas and petroleum products to afék...................... $ 61¢ $ 62¢
Transportation, storage and ProCeS .........coovvuveeeeeeriiiiniiiieeeeennnins $ 5 % 4
Purchases of natural gas and petroleum products &ffiliates ........... $ 13¢ % 13C
Operating and general and administrative expe.............ccccccvvvvnnnn, $ 1 3 1
Spectra Energy:
Sales of natural gas and petroleum products tdiafk...................... $ — 1
Purchases of natural gas and petroleum products &ffiliates........... $ 94 % 10:¢
Operating and general and administrative eXpe...........ccccccceeeeeeennn, $ 3 % 3
Unconsolidated affiliates:
Sales of natural gas and petroleum products tdiafk...................... $ 13 % 1€
Transportation, storage and ProCeS ..........coovvuveeeeeeriniiniiieeeeeeennnns $ 5 % 5
Purchases of natural gas and petroleum products &ffiliates ........... $ 32 % 35



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three Months Ended March 31, 2012 and 2011
(unaudited)

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

March 31, December 31,

2012 2011
(millions)
ConocoPhillips:
Accounts receivab.........ccc.......... $ 244 $ 282
Accounts payab...........cccceeenennn, $ 51) 3 (73)
Other asse.......cccoceeeeeeeiieeeeeeennnn, $ 1 $ 2
Spectra Energy:
Accounts payab...........cccceeenennn, $ 7 3% (30)
Other asse.......ccccoeeeeeeevieeeeeninnnn. $ — $ 1
Other liabilities...........c..coeeeveenne.. $ 1 $ —
Unconsolidated affiliates:
Accounts receivab...................... $ ¢ 3% 24
Accounts payab...........cccceuveenen, $ (18 % (24)
5. Inventories
Inventories were as follows:
March 31, December 31,
2012 2011
(millions)
Natural gas......ccoceveveevreeiieeciee s $ 17 % 26
NGLS oottt 64 79
Total iINVENTONES ..oeovveeeeeeeeeeeeeeeeeen, $ 81 % 105

6. Property, Plant and Equipment
Property, plant and equipment by classification evas follows:

Depreciable March 31, December 31,

Life 2012 2011
(millions)
Gathering and transmission syste............... 15-30year: $ 589 $ 5,80(
Processing, storage and terminal facili...... 0-50 year 3,19¢ 3,17¢
Othel v 0- 30 year 29¢ 281
Construction work in progress.................... 1,742 1,36¢
Property, plant and equipme.................... 11,128 10,62:
Accumulated depreciatic...............c.ccovnn..... (4,287) (4,174
Property, plant and equipment, net......... $ 6841 $ 644t

Depreciation expense for the three months endedMat, 2012 and 2011 was $113 million and $99 miilirespectively.
Interest capitalized on construction projects dgtine three months ended March 31, 2012 and 201 $4dsmillion and $5 million,
respectively.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three Months Ended March 31, 2012 and 2011
(unaudited)

Asset Retirement Obligations- As of March 31, 2012 and December 31, 2011, wd $86 million and $73 million,
respectively, of asset retirement obligations, &@s, in other long-term liabilities in the condedsmnsolidated balance sheets.
During the first quarter of 2012, we recorded amhea in estimate to increase our AROs by approxiftyek&2 million. The change in
estimate was primarily attributable to a reassesgrokanticipated timing of settlements and of thriginal ARO estimated amounts.
For the three months ended March 31, 2012, acardtenefit was $2 million, and for the three mon#rgled March 31, 2011,
accretion expense was $1 million. Accretion expeasecorded within operating and maintenance egpén our condensed
consolidated statements of operations.

The following table summarizes changes in the asg@ement obligations, included in our balancests:

March 31, December 31

2012 2011
(millions)
Balance, beginning of perit........ccccccviviiiiineee e, $ 73 % 79
Accretion (benefit) eXpense........ccccoovveceeiieiieie e, (2) —
LiabilitieS INCUIMEC......coiiiiiiiiei e 15 —
Liabilities SEE .........c..vverrerreee e — (6)
Balance, end Of PEFt...........ocvovoveveveeerereereeieeeeeererenennen $ 86 $ 73

7. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation hredologies 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 hista@amodity volatilities, crude oil future yield cues, and/or counterparty specific
considerations. These adjustments result in avigine for each asset or liability under an “exitqa” 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 lidating open positions in an orderly manner oveeasonable time period under
current conditions. These adjustments may includewnts to reflect counterparty credit quality, #igect of our own
creditworthiness, the time value of money and/@ liuidity 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 ctenparty. Generally, market quotes assume thatalhterparties have near
zero, or low, default rates and have equal creddliy. Therefore, an adjustment may be necesgargftect the credit
quality of a specific counterparty to determine the value of the instrument. We record countetgarredit valuation
adjustments on all derivatives that are in a neeagposition as of the measurement date in accaelaith our established
counterparty credit policy, which takes into accbany collateral margin that a counterparty maydaosted with us as
well as any letters of credit that they have praadd

«  Entity valuation adjustments are necessary to cttlee effect of our own credit quality on the faialue of our net liability
position with each counterparty. This adjustmekeginto account any credit enhancements, sucloieteral margin we
may have posted with a counterparty, as well aslattgrs of credit that we have provided. The metblogy to determine
this adjustment is consistent with how we evaluadanterparty credit risk, taking into account owvrocredit rating, current
credit spreads, as well as any change in such ggreiace 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. Excige traded contracts are
valued at market value without making any additioveuation adjustments and, therefore, no liquidiserve is applied.
For contracts other than exchange traded instruspeve mark our positions to the midpoint of the faisk spread, and record
a liquidity reserve based upon our total net positiwe believe that such practice results in thestmeliable fair value
measurement as viewed by a market participant.

We manage our derivative instruments on a portfblgis and the valuation adjustments described ebos calculated on this
basis. We believe that the portfolio level approaepresents the highest and best use for thes¢sass¢here are benefits inherent in
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naturally offsetting positions within the portfolat any given time, and this approach is consistettt how a market participant
would view and value the assets and liabilitiesthdlugh we take a portfolio approach to managingéhassets/liabilities, in order to
reflect the fair value of any one individual conttavithin the portfolio, we allocate all valuaticadjustments down to the contract
level, to the extent deemed necessary, based ugwer ¢he notional contract volume, or the contraalue, whichever is more
applicable.

The methods described above may produce a fairevadiculation that may not be indicative of netliegble 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 methodologieassumptions 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 9, Risk Management and
Hedging Activities, Credit Risk and Financial Ingtnents.

Valuation Hierarchy

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

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

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

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

A financial instrument’s categorization within théerarchy is based upon the input that requiredhilybest 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 insamit® (such as New York
Mercantile Exchange, or NYMEX, crude oil or natugas futures) or over-the-counter, or OTC, instrutsgsuch as natural gas
contracts, costless collars, crude oil or NGL swapsie exchange traded instruments are generaltg@bed 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 natusahgset 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 accomplishedbtigh the use of exchange traded derivative cotdr&uch instruments are
generally classified as Level 1 since the valuedsial to the quoted market price of the exchangded instrument as of our balance
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 exatraded, market prices may
only be readily observable for a portion of the dtion of the instrument. In order to calculate ta& value of these instruments,
readily observable market information is utilizexthe extent it is available; however, in the evtrdt readily observable market data
is not available, we may interpolate based uporeoleble data. In instances where we utilize anrpidated value, and it is
considered significant to the valuation of the qawt as a whole, we would classify the instrumeiithin Level 2. In certain limited
instances, we may extrapolate based upon thedaslilly observable data, developing our own expémtatf fair value. To the extent
that we have utilized extrapolated data, and @¢dssidered significant to the valuation of the gawt as a whole, we would classify
the instrument within Level 3.

We also engage in the business of trading enerfgtee products and services, which expose us tketafariables and
commodity price risk. We may enter into physicahti@cts or financial instruments with the objectverealizing a positive margin
from the purchase and sale of these commodity-basgtcuments. We may enter into derivative instrumsefor NGLs or other energy
related products, primarily using the OTC derivatimstrument markets, which are not as active &paid as exchange traded
instruments. Market quotes for such contracts maly be available for short dated positions (up tomonths), and an active market
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itself may not exist beyond such time horizon. Qants entered into with a relatively short time tzon for which prices are readily
observable in the OTC market are generally clasdifivithin Level 2. Contracts with a longer time fmon, for which we internally
generate a forward curve to value such instrumentsgenerally classified within Level 3. The imeifly generated curve may utilize
a variety of assumptions including, but not limiteq data obtained from third-party pricing senacdistorical 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 thture expected demand for NGLs.

Each instrument is assigned to a level within tierérchy at the end of each financial quarter dejieg upon the extent to which
the valuation inputs are observable. Generallyinstrument will move toward a level within the harchy that requires a lower
degree of judgment as the time to maturity appre@ackand as the markets in which the asset tradibtikely 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 eithgedtion, depending upon market conditions anddtailability 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 priceddapen 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 obedrisy comparing similar assets in the market, thesguments are classified
within Level 2. Default risk on either side of tlsvap transaction is also considered in the valuatiaCP Partners records
counterparty credit and entity valuation adjustnsantthe valuation of its interest rate swaps; hoer these reserves are not
considered to be a significant input to the ovevalluation.

Long-Term Assets

We offer certain eligible executives the opportyriih 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 condéremsolidated balance sheets as long-term assdtara considered financial
instruments that are recorded at fair value, witly ahanges in fair value being recorded as a gailoss in the condensed
consolidated statements of operations. Given thatglue 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.

Nonfinancial Assets and Liabilities

We utilize fair value on a non-recurring basis terform impairment tests as required on our propetgnt and equipment,
goodwill and intangible assets. Assets and liab#itacquired in business combinations are recoeddleir fair value as of the date of
acquisition. The inputs used to determine suchvalue 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. Aallily, 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 proprthe 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 tefudertain acquisitions. The

inputs used to determine such fair value are prilpmédased upon internally developed cash flow medahd are classified within
Level 3.
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The following table presents the financial instrurteecarried at fair value, by condensed consolidétalance sheet caption and

by valuation hierarchy, as described above:

March 31, 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..................... $ 46 $ 4 $ 24 % 114 $ 2¢ 3 55 22 % 107
Long-term assets:
Commodity derivatives (I................. $ 14 $ 6 $ 5 % 25 1  $ 7 5 % 23
Company owned life insurance ...... $ —  $ 23 3 — 3 22 % — % 18 — 18
Current liabilities (d):
Commaodity derivative...................... $ 53 ¢ 55 $ 14) $ (122) $ (36) $ (53) 8 $ (97)
Interest rate derivativi..................... $ — 3 8 $ — 3 8 $ — 3 (16) — (16)
Long-term liabilities (e):
Commaodity derivative...................... $ 9 $ (34) $ — 3 43) $ 6) $ (28) 1) $ (35)
Interest rate derivativi..................... $ — 3 4 $ — 3 4 $ — 3 (5) — (5)

(8) Included in current unrealized gains on derivafivgtruments 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 condertmtsolidated balance sheets.

(d) Included in current unrealized losses on derivaihgruments in our condensed consolidated balaheets.
(e) Included in long-term unrealized losses on deriainstruments in our condensed consolidated balaheets.

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 use@bination 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 phieages. We also may enter into natural gas detigatio lock in margin around
our storage and transportation assets. These insints are generally classified as Level 2. The ieigation to classify a financial
instrument within Level 1 or Level 2 is based upthe availability of quoted prices for identical similar assets and liabilities in
active markets. Depending upon the information iyambservable 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 feanthe asset or liability must have existed ie threvious reporting period and

moved into a different level during the current jpet. In the event that there is a movement betwienclassification of an

instrument as Level 1 or 2, the transfer betweewndld and Level 2 would be reflected in a table“@sansfers in/out of Level 1/Level
2.” During the three months ended March 31, 20h2y¢ were no transfers between Level 1 and Le the fair value hierarchy.

Changes in Level 3 Fair Value Measurements

The tables below illustrate a rollforward of the aomts included in our condensed consolidated b&aheets for derivative
financial instruments that we have classified withievel 3. The determination to classify a finariérestrument within Level 3 is
based upon the significance of the unobservablfaaised in determining the overall fair valuetié instrument. Since financial
instruments classified as Level 3 typically incluaeombination of observable components (thatésnponents that are actively
guoted and can be validated to external sourceg)usmobservable components, the gains and lossieitable below may include
changes in fair value due in part to observablekagfactors, or changes to our assumptions on ti@eervable components.
Depending upon the information readily observabl¢hie market, and/or the use of unobservable inputéch are significant to the
overall valuation, the classification of any indivial financial instrument may differ from one messment 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 March 31, 2012 (a):
Beginning balanCe ..........ccccoiviiiieiiii e $ 23 $ 5 % B8 % Q)
Net realized and unrealized gains (losses) includezhrnings (b).... 9 — (8) 1
Transfers into LEVEI 3 (C) «.ovouvvveeiiiiieierieiee e — — — —
Transfers out of LEVElI 3 (C) ...vvevvveeeeiiiieeeeiiiiee e (1) — 2 —
SELHEMENLS .......cecvceeceeieieeteeee ettt es e en et eeeen (7) — — —
ENAING DAIANCE .........ovvvceeeeeeeeeeeeeeeeee e ee s $ 24 $ 5 % (14) % —
Net unrealized gains (losses) still held includeearnings (b)......... $ 10 3 — 9 $ 1
Three months ended March 31, 2011 (a):
Beginning balanCe ..........cccooiviiiiiiiii e $ 50 $ 10 $ 45) $ 1)
Net realized and unrealized gains (losses) includezhrnings (b).... 42 3 (67) (2)
Transfers iNt0 Level 3 (€) ..oouvvveereiiieiieiiiiieeee e — — — —
Transfers out of LEVEI 3 (C) ...vvevuveeviiiiieeeeeiiie e (8) — 1 —
SEIBMENLS .....ovieieeeeee ettt en s enas (16) — 42 —
ENAING DAIANCE ... $ 68 $ 13 % (69) $ (3)
Net unrealized gains (losses) still held includeearnings (b)......... $ 38 % 3 % (39) $ —

(@) There were no purchases, issuances and salesftiite months ended March 31, 2012 and 2011.

(b) Represents the amount of total gains or lossefi#@iperiod, included in trading and marketing gaimst, attributable to
changes in unrealized gains or losses relatingtes and liabilities classified as Level 3.

(c) Amounts transferred in and amounts transferredanetreflected at fair value as of the end of theiqu
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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 significamlbservable 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 .ocoveevecieeeee e $ 26  $0.41-%$2.38 Per gallon
Natural Gas...........c.......... 3 $2.68-%4.20 Per MMBtu (a)
Total assets................... $ 29
Liabilities:
NGLS .ocoveiiecieeeee e $ (13) $0.45-$2.38 Per gallon
Natural gas.......c.c..evvee. (1) $2.68-%$4.20 Per MMBtu
Total liabilities............... $ (14)

(@) 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 techniqetesnges in pricing methodologies or the underlygisgumptions could result in
significantly different fair values and income regotion. When available, quoted market prices ac@s 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 basegncing 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 incdunigr interest rate swaps, our NYMEX positions atural gas, NGLs and crude oil.
In addition, this category includes our forward fimns in natural gas for which our forward pricarges are obtained from a third-
party pricing service and then validated throughirgarnal process which includes the use of indejsen broker quotes. This
category also includes our forward positions in Ns&t points for which over-the-counter, or OTC, keoquotes for similar assets or
liabilities are available for the full term of tHastrument. This category also includes “strip”rtsactions whose pricing inputs are
directly or indirectly observable from external soes and then modeled to daily or monthly pricesypgropriate. The “prices based
on models and other valuation methods” categorjuiches the value of transactions for which inputshe fair value of the instrument
are unobservable in the marketplace and are coraidsgnificant to the overall fair value of thesitnument. The fair value of these
instruments may be based upon an internally deeqprice curve, which was constructed as a redith@long dated nature of the
transaction or the illiquidity of the market point.

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

The fair value of accounts receivable, accountsgdey 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

15



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three Months Ended March 31, 2012 and 2011
(unaudited)

unrealized losses on derivative instruments ardexhat fair value. As of March 31, 2012, the canmy and fair value of our long-term
debt was $4,188 million and $4,642 million, respeely. As of December 31, 2011, the carrying ani falue of our long-term debt
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 contradioarowing spread and the
spread for similar credit facilities available ing marketplace. We determine the fair value of fixed-rate debt based on quotes
obtained from bond dealers. We classify the failugsof our outstanding debt balances within Levelf2he fair value hierarchy.

8. Financing
March 31, December 31,
2012 2011
(millions)
ShOr-tErM DOITOWING ....eeiieie et e e e es $ 35§ 37C
DCP Midstream’s debt securities:
Issued November 2008, interest at 9.700% payabtéaenually, due December 2C........ 25C 25C
Issued October 2005, interest at 5.375% pee semiannually, due October 2(.............. 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, due March 20:................... 60C 60C
Issued September 2011, irest at 4.750% payable semiannually, due Septentbizt....... 50C 50C
Issued August 2000, interest at 8.125% payable aemially, due August 2030 |............ 30C 30C
Issued October 2006, interest at 6.450% payabléasamally, due November 20 ........... 30C 30C
Issued September 2007, interest at 6.750% payaégesinually, due September 2(....... 45C 45C
DCP Midstream teri-loan, variable interest i1.625%, due September 20 ....................... 25C —
DCP Partners’ debt securitit
Issued September 2010, interest a5% payable semiannually, due October Z............ 25C 25C
Issued March 2012, interest at 4.95% payable semuially, due April 202..............c......... 35C —
DCP Partners’ revolving credit facility, weight-average variable interest rate1.56%
and 1.69%, respectively, due November 2016 (D) ........occvvveeeeiiiiiiiiieeiiiieeee i 267 497
Fair value adjustments related to interest ratepsfai value hedgesa) .........ccccveveerviinnnn, 33 34
UNAMOIIZEM GISCOUNL ...ttt e ettt ettt et et e et e et et et eeeee e e eeeeeeenes (12) (11)
B0 2= |10 1= o TR 4 ,54: 4,19(
SOI-LEIM DOITOWINGS ..ottt ssaeesess st e esees e (355, (370,
TOtal IONG-EIM AEDT .....veiieee ettt e e e $ 4,18t $ 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 @rig amortized as a reduction to interest expehsaugh the
maturity date of the debt.

(b) This debt has been swapped to a fixed interestahligation with effective fixed interest rates ging from 2.94% to
5.19%, for a net effective interest rate of 3.97%the $267 million of outstanding debt under DCRtRers’
revolving credit facility as of March 31, 2012.

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 offenwere used to repay short-term borrowings and femeyal corporate purposes.

The DCP Midstream debt securities mature and becoayable on the respective due dates, and areulipést to any sinking
fund provisions. The DCP Midstream debt securities senior unsecured obligations, and are redeenadla premium at our option.

DCP Midstream’s Credit Facilities with Financial btitutions— On March 2, 2012, we entered into a $2 billion resmng credit
facility, or the $2 Billion Facility, which matures March 2017 and terminated our existing $1,250iam revolving credit facility
which would have matured in March 2015 and our 8ris $450 million revolving credit facility which wuld have matured in April
2012, or together the $1.7 Billion Facilities. T#2 Billion Facility allows for up to two one-yeaxgnsions of the March 2017
maturity date, subject to lender consent. Thereawar borrowings outstanding under the $2 BilliorcHity as of March 31, 2012.
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The $2 Billion Facility may be used to support @emmercial paper program, our capital expansiorgmam, working capital
requirements and other general corporate purpcsegh as for letters of credit. As of March 31, PDand December 31, 2011, we
had $355 million and $370 million of commercial paputstanding, backed by the $2 Billion Facilitydathe $1.7 Billion Facilities,
respectively. As of both March 31, 2012 and Decenfk 2011, we had $7 million in letters of crediitstanding. As of March 31,
2012, the available capacity under the $2 BillicaxcHity was $1,638 million.

On March 2, 2012, we entered into a $1 billion deld draw term loan agreement, or the Term Loanciwimatures in
September 2014. Proceeds from the Term Loan mayskd for our capital expansion program and worldapital requirements. As
of March 31, 2012, we had $250 million outstandingder the Term Loan.

The $2 Billion Facility bears interest at eithet)) LIBOR, plus an applicable margin of 117.5 basints based on our current
credit rating; or (2) (a) the base rate which shwlthe higher of Wells Fargo Bank’s prime rateg thederal Funds rate plus 0.50% or
the LIBOR Market Index rate plus 1% plus (b) an &pgble margin of 17.5 basis points based on ourent credit rating. The $2
Billion Facility incurs an annual facility fee of.20% based on our current credit rating. This fepaid on drawn and undrawn
portions of the $2 Billion Facility.

The Term Loan bears interest at either: (1) LIBQiRis 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, thelEral 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 facility fee of 0.20% basedonir current credit rating. This fee is paid orduawn portions of the Term Loan.

The $2 Billion Facility and the Term Loan requiras to maintain a consolidated leverage ratio (dtérof consolidated
indebtedness to consolidated EBITDA as is defingdhe Facility) of not more than 5.0 to 1.0, and atemporary basis for not more
than three consecutive quarters (including the taran which such acquisition is consummated),daling the consummation of
qualifying asset acquisitions as defined by therif&ioan, in the midstream energy business of noterthan 5.5 to 1.0. Any drawn
amounts under the Term Loan are required to beidegfpam proceeds from the sale or contribution @8l Hills or Southern Hills.

DCP Partners’ Debt Securities- On March 13, 2012, DCP Partners issued $350iomilbf 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@mners’ Credit Agreement
and the DCP Partners Term Loan. Interest on thesaill be paid semiannually on April 1 and Octoldeof each year, commencing
on October 1, 2012. The underwriters’ fees andtegl@&xpenses are deferred in other long-term agséte condensed consolidated
balance sheets and will be amortized over the tefthe notes.

In September 2010, DCP Partners issued $250 mitfo3125% 5-year Senior Notes due October 1, 2@t3he DCP Partners
3.25% Notes, for proceeds of $248 million, net ofamortized discounts and related offering costsPIRartners pays interest
semiannually on April 1 and October 1 of each year the first payment was made on April 1, 201heThet proceeds from this
offering were used to repay funds borrowed underrévolver portion of the DCP Partners’ Credit Agneent. The underwriters’ fees
and related expenses are deferred in other long-tessets in the condensed consolidated balancésstueg will be amortized over
the term of the notes.

The DCP Partners debt securities mature and begquayable on the respective due dates, unless redepriw to maturity, and
are not subject to any sinking fund provisions. TW€P Partners debt securities are senior unsecivégations, and are redeemable
at a premium at DCP Partners’ option.

DCP Partners’ Credit Facilities with Financial Ingtitions— On January 3, 2012, DCP Partners entered inteyae? term loan
agreement, or the DCP Partners Term Loan. DCP Bextmorrowed $135 million under the DCP PartnersnT koan on January 3,
2012, which was used to fund a portion of DCP Parghacquisition of our remaining 49.9% interestiast Texas. In March 2012,
DCP Partners repaid the term loan with proceedsftoe DCP Partners 4.95% Notes.

On November 10, 2011, DCP Partners entered inth hifion revolving credit facility, or the DCP Parers’ Credit Agreement,
that matures November 10, 2016. As of both MarchZ112 and December 31, 2011, DCP Partners hadifibmof letters of credit
issued under the DCP Partners’ Credit AgreementofAdarch 31, 2012, the unused capacity under thlving credit facility was
$732 million.
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The DCP Partners’ Credit Agreement bears interesither: (1) LIBOR, plus an applicable margin a£%% based on DCP
Partners’ current credit rating; or (2) (a) the baiate which shall be the higher of Wells Fargo Barprime rate, the Federal Funds
rate plus 0.50% or the LIBOR Market Index rate pli#s plus (b) an applicable margin of 0.25% based&@P Partners’ current
credit rating. The revolving credit facility incues annual facility fee of 0.25% based on DCP Parshcurrent credit rating. This fee
is paid on drawn and undrawn portions of the reuadvcredit facility.

The DCP Partners’ Credit Agreement requires DCRtrieais to maintain a leverage ratio (the ratio afr cconsolidated
indebtedness to our consolidated EBITDA, in eacbecas is defined by the Credit Agreement) of notrenthan 5.0 to 1.0, and on a
temporary basis for not more than three consecutjuarters (including the quarter in which such asgion is consummated)
following the consummation of asset acquisitionghia midstream energy business of not more thand150.

Other Agreements— As of March 31, 2012, DCP Partners had a corgimgetter of credit facility for up to $10 milliaron
which DCP Partners pays a fee of 0.50% per annusoMarch 31, 2012, DCP Partners had no lettersredlit issued under this
facility. Any letters of credit issued on this féity will incur a net fee of 1.75% per annum andlwiot reduce the available capacity
under the DCP Partners’ Credit Agreement.

Other Financing— In March 2012, DCP Partners issued 5,148,50@s0€ommon units at $47.42 per unit. DCP Partners
received proceeds of $234 million, net of commissi@and offering costs.

During 2011, DCP Partners issued 761,285 of its cmm units, under an on-going equity distributiomregment and received
proceeds of $30 million, net of commissions andeoiffig costs.

In March 2011, DCP Partners issued 3,596,636 comuamts at $40.55 per unit. DCP Partners receiveztpeds of $140
million, net of commissions and offering costs.

9. Risk Management and Hedging Activities, Credit Rsk and Financial Instruments

Our day-to-day operations expose us to a varietysifs 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 redg daily reporting to
management of potential financial exposure. TheslEies 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 ohijexg, in certain limited cases, we may executegeaions that qualify for the
hedge method of accounting. The risks, strategmsiastruments used to mitigate such risks, as agllhe method of accounting are
discussed and summarized below.

Natural Gas Asset Based Trading and Marketing

Our natural gas asset based trading and markettigitées engage in the business of trading enerjgited products and
services, including managing purchase and salet$ghios, storage contracts and facilities, and saortation commitments for
products. These energy trading operations are egptsmarket variables and commodity price riskhaiéspect 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 asssidtading and marketing. The commercial actigitielated to our natural gas asset
based trading and marketing primarily consist ofdispreads and basis spreads.

We may execute a time spread transaction when ifference between the current price of natural ¢=ssh or futures) and the
futures market price for natural gas exceeds ost obstoring physical gas in our owned and/or xhstorage facilities. The time
spread transaction allows us to lock in a margirewhhis market condition exists. A time spread saction is executed by
establishing a long gas position at one point meaiand 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
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changes in fair value recorded in the current pgtdgondensed consolidated statements of operatithge 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 invaiue are currently recorded in our condensed clithsi@d statements of operations.
Even though we may have economically hedged oupexpe and locked in a future margin, the use ofdowf-cost-or-market
accounting for our physical inventory and the u$enark-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 marketitimm exists, we may execute
derivative instruments around this differentiatla¢ market price. This basis spread transactiomalus to lock in a margin on our
physical purchases and sales of gas. We typicae/sawaps to execute these transactions, whichatrdasignated 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 whizhawve 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 @mitht 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 executedi@ssof derivative financial instruments, whichveabeen designated as cash flow
hedges. These cash flow hedges were in a lossippsif $4 million as of March 31, 2012, and willdttuate in value through the
term of construction. Any effective changes in falue of these derivative instruments will be deéel in AOCI 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 March 31,2@ere was a deferred loss of
$3 million recognized in AOCI in relation to our 29 storage cavern expansion, and will remain in AQfttil such time that the
cavern is emptied and the base gas is sold.

NGL Proprietary Trading

Our NGL proprietary trading activity includes tragj energy related products and services. We unkletteese activities through
the use of fixed forward sales and purchases, lmgisspread trades, storage opportunities, putdgaibns, term contracts and spot
market trading. These energy trading operationseapmsed 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 kmity-based instruments. These physical and firiestruments are not
designated as hedging instruments and are recatiail 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 naiasbsset 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, DCPnees takes title to a portion
of residue gas, NGLs and condensate, which areidered to be DCP Partners’ equity volumes. The pesi®n of and the related
operations of transporting and marketing of thesmmodities creates commaodity price risk due to nedidhanges in commodity
prices, primarily with respect to the prices of N§lnatural gas and crude oil. DCP Partners hagatitid 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 @ibps and costless collars to
mitigate a portion of its commodity price risk exqare for NGLs. When the relationship of NGL pridescrude oil prices is at a
discount to historical ranges, DCP Partners expeas additional exposure as a result of the retatiip where DCP Partners utilizes
crude oil swaps and costless collars to mitigateLNf&ice exposure. For shorter dated time perioderglthe 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&gfe Partners’ floating price risk for a fixed peicbut the type of instrument
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that is used to mitigate risk may vary dependingu® CP Partners’ risk objective. These transactiammsnot designated as hedging
instruments for accounting purposes and the chamégdr value is reflected in the current periodthin our condensed consolidated
statements of operations.

Interest Rate Risk

We enter into debt arrangements that have eithxedfior floating rates, therefore we are exposechéwket risks related to
changes in interest rates. We periodically userggerate swaps to convert variable interest readisced 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
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 historictdsa

DCP Partners mitigates a portion of its interesenask 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 associatddthétindebtedness outstanding under DCP Partnevelving credit facility to a
fixed-rate obligation, thereby reducing the expastor market rate fluctuations.

At March 31, 2012, DCP Partners had interest ratapsagreements totaling $450 million, of which D@Brtners has designated
$200 million as cash flow hedges and accountslierremaining $250 million under the mark-to-marketthod of accounting. $450
million of these agreements extend through June22@ith $150 million extending through June 2014.

At December 31, 2011, DCP Partners had interdstsaap agreements totaling $450 million, of whiz&P Partners had
designated $425 million as cash flow hedges andawcted for the remaining $25 million under the m&okmarket method of
accounting. In March 2012, DCP Partners paid dovaodion of the DCP Partners Credit Agreement. Agsult of the pay down of
the DCP Partners Credit Agreement, DCP Partneidisnued cash flow hedge accounting on $225 millid 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 subjeacchange prior to its
reclassification into earnings. Ineffective portioof changes in fair value are recognized in eaggin

At March 31, 2012, $275 million of the interest edwap agreements reprice prospectively approximateery 90 days and the
remaining $175 million of the agreements repricegpectively approximately every 30 days. Undertdrens of the interest rate
swap agreements, DCP Partners pays fixed-ratesnmgufrgom 2.94% to 5.19%, and receives interest pagta based on the three-
month and one-month LIBOR.

On March 8, 2012, DCP Partners settled $195 millidits forward-starting interest rate swap agreatador $7 million. The net
deferred losses of $5 million in AOCI, as of thettsement date, will be amortized into interest erpe associated with DCP Partners’
4.95% Notes through 2022.

We previously had interest rate cash flow hedgeatfair value hedges in place that were terminated300 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 remgiterm of the debt through 2030, as the undedyiransactions impact earnings.

Credit Risk

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

Contingent Credit Features

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

We have International Swap Dealers AssociatiodS®A, contracts which are standardized master legangements that
establish key terms and conditions which governaiarderivative transactions. These ISDA contraxstain 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@fiajor 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 effexany applicable notice or grace period as defirethe ISDA contracts,
our ISDA counterparties may have the right to resiiearly termination and net settlement of any tanding derivative
positions.

Depending upon the movement of commodity prices iatetest rates, each of our individual contractthveounterparties to our
commodity derivative instruments or interest rat@p instruments are in either a net asset or aility position. Our commaodity
derivative contracts that are not governed by IS&htracts do not have any credit-risk related amgint features. As of March 31,
2012, we had $61 million of individual commodity ieative contracts that contain credit-risk relatghtingent features that were in
a net liability position, and have not posted amgk 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 contractgpé us to net all outstanding
contracts with that counterparty, whether in a agtet or net liability position, as well as any lcasllateral already posted. As of
March 31, 2012, if a credit-risk related event wéwenccur, we may be required to post additiondlateral. Although our commaodity
derivative contracts that contain credit-risk relhtontingent features were in a net liability gimsi as of March 31, 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 $54 million.

As of March 31, 2012, DCP Partners had $12 millafrindividual interest rate swap instruments thare/in a net liability
position and were subject to credit-risk relatestiiogent features. If DCP Partners were to haveeent of default relative to any
covenants of the DCP Partners’ Credit Agreemerat titcurs and is continuing, the counterpartieB@P Partners’ swap instruments
have the right to request that DCP Partners nelestite instrument in the form of cash.

Collateral

As of March 31, 2012, we held cash of $1 millioncluded in other current liabilities in the condedsconsolidated balance sheet
related to cash postings by third parties, andehstbf credit of $31 million from counterpartiesgecure their future performance
under financial or physical contracts. We had cdshosits with counterparties of $5 million, inclubtim other current assets as of
March 31, 2012, to secure our obligations to pre/dture services or to perform financial contraéts of March 31, 2012, DCP
Partners had no cash collateral posted with copatties to its commodity derivative instruments. &sdMarch 31, 2012, we had
issued and outstanding parental guarantees totélffgmillion in favor of certain counterparties BICP Partners’ commodity
derivative instruments to mitigate a portion of D@Rrtners’ collateral requirements with those ceuparties. DCP Partners pays us
a fee of 0.50% per annum on these guarantees. Tgasatal guarantees and contingent letter of ¢ifadility reduce the amount of
cash DCP Partners may be required to post as eo#latCollateral amounts held or posted may bedige may vary, depending on
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the value of the underlying contracts, and coulgderonormal purchases and sales, trading and hedgintracts. In many cases, we

and our counterparties publicly disclose creditmgs$, which may impact the amounts of collaterajugements.

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

the seller.

Summarized Derivative Information

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

cash flow hedges:

Commaodity cash flow hedges:
Net deferred losses in AO
Interest rate cash flow hedg

Net deferred losses in AOCI....

Total AOCI

March 31, December 31,
2012 2011
(millions)
........ $ (5) $ (5)
........ (6) (7)
........ $ (11) % (12)

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

March 31, December 31, March 31, December 31,
Balance Sheet Line Item 2012 2011 Balance Sheet Line Item 2012 2011
(millions) (millions)
Derivative Assets Designated as Hedging Instrumerts Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unreaized gains on derivativ Unrealized losses on derivati
instruments — current............ $ — — instruments — current............ $ B) $ (16)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... (4) (5)
$ — $ — $ 9 9 (21)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... $ — 3 — instruments — long-term......... $ 4 s 3)
$ — $ — $ 4 3 (3)

Derivative Assets Not Designated as Hedging Instrumern:

Interest rate derivatives:
Unrealized gains on derivati\
instrument— curren............... $ — 3

Commodity derivatives:
Unrealized gains on derivati\

instruments — current............ $ 114 % 107
Unrealized gains on derivati\

instruments — long-term......... 25 23

$ 139 $ 130

Derivative Liabilities Not Designated as Hedging Irstruments:

Interest rate derivatives:
Unrealized losses cderivative

instrument— curren............... B 3 —
$ B3 % —
Commodity derivatives:
Unrealized losses on derivati
instruments — current............ $ (122) $ 97)
Unrealized losses on derivati
instruments — long-term......... (39) (32)
$ (161) $ (129)
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The following table summarizes the impact on oundensed consolidated balance sheets and condeossdlicated statements
of operations of our derivative instruments, nehohcontrolling interest, that are accounted fangghe cash flow hedge method of
accounting:

Gain (Loss)
Recognized in Income
on Derivatives— Deferred
Loss Reclassified Ineffective Portion and Losses in AOCI
Loss Recognized in from AOCI to Amount Excluded Expected to be
AOQOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Three Months Ended March 31, Over the Next
2012 2011 2012 2011 2012 2011 12 Months
(millions) (millions)
Commodity derivatives..... $ 1 s — $ —  $ — $ — $ —
Interest rate derivativi....... $ — % 1) $ 2 % 2 @ $ — $ — @b $ 2)

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

(b) For the three months ended March 31, 2012 and 284 Herivative gains or losses were reclassifiehfrAOCI to current period earnings as
a result of the discontinuance of cash flow hedggated to certain forecasted transactions thahatgrobable 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 ofaifmins that such amounts are reflected:

Three Months Ended

March 31,
Commodity Derivatives: Statement of Operations Lineltem 2012 2011
(millions)
Realized gair (I0SSES.......cccuvvieiieeiiiiee e $ 37 3 1)
UNrealized 10SSeS ..........coveveveevieee e ees e, (23) (28)
Trading and marketing gains (losses),.net.................... $ 1§ (29

We do not have any derivative financial instrumethiat qualify as a hedge of a net investment.
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The following tables represent, by commodity typar net long or short derivative positions, as wadlthe 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 mague 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.

March 31, 2012

Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Long Net Long Net Long
(Short) Number Net Long Number (Short) Number (Short) Number
Year of Position of (Short) of Position of Position of
Expiration (Bbls) (a)  Contracts Position (MMBtu)  Contracts (Bbls) Contracts (MMBtu) Contracts
2012......ccee (993,678) 582 (23,630,450) 474 (12,993,858) 418 (b) 2,272,500 144
2013....cceee (835,032) 233 655,000 27 (9,559,449) 47  (c) 3,892,500 45
2014.....ccveen (522,500) 61 (365,000) 3 (9,000,000) 2 (0 (900,000) 1
2015 (365,000) 2 — — — — — —
2016......ccueeee (183,000) 1 — — — — — —
(a) Bbls represents barrels.
(b) Includes 28 physical index based derivative corigaataling (12,370,400) Bbls.
(c) Includes 13 physical index based derivative coriraataling (9,772,800) Bbls.
(d) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.
March 31, 2011
Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Long Net Long Net Long Net Long
(Short) (Short) (Short) (Short)
Year of Position Number of Position Number of Position Number of Position Number of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2011, (493,505 661 (8,794,950 37C (10,702,251 472 (a) (3,985,00C 14z
2012....ccuennee. (1,003,762) 217 (7,966,000) 66 (8,281,900) 24 (b) 5,465,000 32
2013....cccene (695,365) 77 (165,000) 5 (8,945,250) 3 (c) 1,825,000 1
2014........ucn... (547,500) 5 (365,000) 3 (9,000,000) 2 (c) — —
2015.....ccceenee. (365,000) 2 — — — — — —
201€.....ccuennen. (183,000 1 — — — — — —

(@) Includes 18 physical index based derivative corigdataling (9,459,000) Bbls.
(b) Includes 4 physical index based derivative consaotaling (9,195,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.

As of March 31, 2012, DCP Partners had interest sataps outstanding with individual notional valletween $25 million and
$80 million, which, in aggregate, exchange up t&$4nillion of DCP Partners’ floating rate obligatidor a fixed rate obligation
through June 2012, with $150 million extending thgh June 2014.

10. Commitments and Contingent Liabilities

Litigation — The midstream industry has seen a number ofscdation lawsuits involving royalty disputes, misaserement and
mispayment allegations. We are currently namededsritlants in some of these cases and customersasaeeted individual audit
claims related to mismeasurement and mispaymentagament believes we have meritorious defenseseteetcases and, therefore,
will continue to defend them vigorously. These o, however, can be costly and time consuming fenld® 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 mattakert as a whole, and after consideration of amoaotsued, insurance
coverage and other indemnification arrangementdnot have a material adverse effect upon our aidsited results of operations,
financial position or cash flows.
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General Insurance— Our insurance coverage is carried with an &fii of ConocoPhillips, an affiliate of Spectra Emqgand
third-party insurers. Our insurance coverage inekid1) general liability insurance covering thjpdrty exposures; (2) statutory
workers’ compensation insurance; (3) automobilbility insurance for all owned, non-owned and hinezhicles; (4) excess liability
insurance above the established primary limitsgeneral liability and automobile liability insuragc(5) property insurance, which
covers the replacement value of real and persormgigrty and includes business interruption; anddi&ctors and officers insurance
covering our directors and officers for acts rethte our business activities. All coverage is subj® certain limits and deductibles,
the terms and conditions of which are common fompanies with similar types of operations.

Environmental— The operation of pipelines, plants and otheiilfaes for gathering, transporting, processingdting, or storing
natural gas, NGLs and other products is subjestitimgent and complex laws and regulations pertajrio health, safety and the
environment. As an owner or operator of these faed, we must comply with United States laws aedulations at the federal, state
and local levels that relate to air and water qtyalhazardous and solid waste storage, managennangportation and disposal, and
other environmental matters including recently amopJ.S. Environmental Protection Agency, or EPégulations related to
reporting of greenhouse gas emissions which hakert&ffect over the past two years. The cost ohplag, designing, constructing
and operating pipelines, plants, and other faeditmust incorporate compliance with environmerdald and regulations and safety
standards. In addition, there is increasing fodath from state and federal regulatory officialglghrough litigation, on hydraulic
fracturing and the real or perceived environmentgacts of this technique, which indirectly preseabme risk to our available
supply of natural gas. Failure to comply with théae's and regulations may trigger a variety of adisiirative, civil and potentially
criminal enforcement measures, including citizeitsswhich can include the assessment of monetanatties, the imposition of
remedial requirements, the issuance of injunctiongestrictions on operations. Management belidlias based on currently known
information, compliance with these laws and regolas will not have a material adverse effect on oansolidated results of
operations, financial position or cash flows.

We make expenditures in connection with environraéntatters as part of our normal operations. A$/afrch 31, 2012 and
December 31, 2011, environmental liabilities inahddn 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 amountedZa@llion and $9 million, respectively.

11. Supplemental Cash Flow Information

Three Months Ended

March 31,
2012 2011
(millions)
Cash paid for interest, net of citalized interes...........ccccccvvvvvnnnnn, $ 70 $ 72
Income tax refunds receivenet ofcash paid for taxc.................. $ Q) $ —
Non-cash investing and financing activiti
Distributions payable to membt...........cccceeiiiiiiiiiic e $ 43 3 35
Property, plant and equipment acquired with accepatyabl .... $ 124 % 69
Other nor-cash additions of property, plant and equipn.......... $ 20 $ 1

During the three months ended March 31, 2012 artil2@e received distributions from DCP Partner§db million and $12
million, respectively, which are eliminated in catiglation.

12. Subsequent Events

We have evaluated subsequent events occurringghray 10, 2012, the date the condensed consolid@encial statements
were issued.

On April 27, 2012, the board of directors of DCPriPers’ general partner declared a quarterly disiion of $0.66 per unit,
payable on May 15, 2012 to unitholders of record\bay 8, 2012.

In April 2012, our board of directors approved a8#illion dividend which was paid in April 2012.
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Three Months Ended March 31, 2012 and 2011
(unaudited)

On April 12, 2012, DCP Partners announced that# hcquired a 10% ownership interest in the Texqwe&ss Pipeline joint
venture, or TEP, from Enterprise Products Parthels, or Enterprise, representing an approximatesment of $85 million in the
joint venture. In conjunction with the agreemenCP Partners paid $11 million for its 10% sharelud investment to date on the
pipeline. The remainder of the $85 million will lspent over the construction period of the pipeli@eginating near Skellytown in
Carson County, Texas, the 20-inch diameter mainhfieextend approximately 580 miles to Enterpris®GL fractionation and
storage complex in Mont Belvieu, Texas and will pide access to other third-party facilities in thieea. Enterprise will construct and
operate the pipeline, which is underpinned by Idagn, fee-based ship-or-pay transportation agre¢sn@ikP is expected to be
completed in the second quarter of 2013. We hawewiped shipping commitments of 20 thousand bampelsday, or MBbls/d, to the
pipeline, increasing total long-term shipper comments to 252 MBbls/d.

On April 12, 2012, we announced we have entered amt agreement with Enterprise and Anadarko Pairol€orporation, or
Anadarko, to design and construct a new NGL pipelior the Front Range Pipeline, that will originéttehe Denver-Julesburg Basin,
or the DJ Basin, in Weld County, Colorado and ext@pproximately 435 miles to Skellytown, Texas. VEEaterprise and Anadarko
will each hold a 33.33% interest in the Front Rafipeline. The Front Range Pipeline will connecthad party systems and TEP,
and will provide takeaway capacity and market asdeshe Gulf Coast markets. Enterprise will constrand operate the pipeline,
which is expected to be in service in the fourttacer of 2013.

On April 4, 2012, the board of directors of ConoddlRps approved the previously announced spin-offits downstream
business. The newly created downstream companyljigh66, was separated from the upstream compamyuigh the distribution of
shares of Phillips 66 to holders of ConocoPhillipemmon stock following market close on April 30, 20 ConocoPhillips
shareholders received one share of Phillips 66 comstock for every two shares of ConocoPhillips eoom stock held on the record
date of April 16, 2012. Following the distributioof Phillips 66 common stock, Phillips 66 is now ardependent, publicly traded
company, and ConocoPhillips retained no ownershiprest. Phillips 66 is traded on the New York $t&xchange under the symbol
PSX. Effective May 1, 2012, we are owned 50% byliyis 66 and 50% by Spectra Energy.
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