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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(millions)
September 30, December 31,
2011 2010
(Unaudited)
ASSETS
Current assets:
Cash and cash eqUIVAIENTS ................. s eeseessniere e rereeeaeaeeeeeaseasnnnnrnnrnnne $ 5 8
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million each period.............. 965 1,013
N 111 L= (S 304 239
L@ ] 1T N 62 18
LNV g1 (o T4 [T 93 108
Unrealized gains on derivative iNStrUMENTS. .o 174 144
(O] 1 1= PO PPPPTR 66 43
TOtAl CUITENT ASSELS .. iiiiii et eeeeeeme e e e e e e e e e e e e e et e es 1,669 1,573
Property, plant and eqUIPMENT, NET......... o eereeiiiiiiiaiaeaaee e erree e 5,695 5,287
Investments in unconsolidated affiliates.........ccoeeveviiiiiiiiiiii 155 159
INtANGIDIE BSSELS, NEL......uiiiiiiiiiiii it et ee e e e e e e e 369 387
[0 Yo Lo .7/ | 729 721
Unrealized gains on derivative iNStrUMENES. e oo e e e 60 25
(@)1 =T (o g To T (T = TS TT= S 112 86
TOUAI ASSELS ..ottt e e e ettt e e e et e et et et e e et et et e e e en et et et e e e eeeeeeens $ 8,789 8,238
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
I = o [T $ 1,092 1,105
N 111 L= L (S 102 79
(@1 01T O 55 33
SNOMt-termM DOITOWINGS ....coiiiiiiiiiiei i st e e e e e e e e e e 96 187
Current maturities of long-term debt....... i — 250
DCP Partners’ revolving credit faCility ... 476 —
Distributions payable to members ... 105 77
Unrealized losses on derivative iINSITUMENES.........cooovviiieeiieiieeeeeeee e e e 180 180
Y Yool (VLT I = DTS 75 60
(@ ] 1 1= 257 235
Total CUrTeNt IADITIES...... et e e e eeeees 2,438 2,206
DEfEITEA INCOME TAXES .. .cievveiiieiieei e ceeeemee et e e ettt e e e et e e e s et s e e s eraaa e e e eesasmmeenaas 93 135
o o I =1 0 [T o | SRR 3,323 3,223
Unrealized losses on derivative iINSITUMENTS. ........ooovvvveieeiieiiie e eeeeeme e 63 65
Other long-term abIlItIeS .........ocuveiii e 122 128
TOtal HADIIIES ... e e eara s 6,039 5,757
Commitments and contingent liabilities
Equity:
MEMDEIS INEEIEST .. . ittt e ettt e e e et e e e e ettt e e e e s ebb e e eeeesbansmraneeeessaen 2,213 2,073
Accumulated other comprehensive 10SS ......cccoceeeviiiiiiiiiee e, (12) (13)
Total MEMDEIS’ EQUILY .....vvieiii e e e 2,201 2,060
NONCONLIOIING INEEIEST .. .ueeii i am s 549 421
B0 = L= o 181 P 2,750 2,481
Total iabilities aNd EQUILY .........cveveeieeereeieiee s $ 8,789 8,238

See Notes to Condensed Consolidated Financial ig&tts.



DCP MIDSTREAM, LLC

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(millions)
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010

Operating revenues:

Sales of natural gas and petroleum products .. ..veeeeeeecvmmnn. $ 2,496 $ 1,928 % 7,209 $ 6,065

Sales of natural gas and petroleum products titigt#s................ 787 558 2,130 1,796

Transportation, storage and ProCeSSINg ... . oovereeersiueeeeeess 100 90 287 268

Trading and marketing gains, Net..........oceeeeeevvervmmeeieeeeeennennns 77 7 81 42

Total Operating reVENUES.............c..euveceeeereereeeeieeeeeeereeee e eaeas 3,460 2,583 9,707 8,171

Operating costs and expenses:

Purchases of natural gas and petroleum products................... 2,506 1,949 7,038 6,087

Purchases of natural gas and petroleum produots #ffiliates...... 251 158 776 577

Operating and MaiNtENANCE ...........ccceiiieiieieciiiiiiiiieeieeeee e 163 141 473 427

Depreciation and amortization...............coeeeeiiiiiiiiiiiiiiiieeeeeeees, 116 104 331 309

General and adminiStrative ...........c.ueeeeiiiiiieee e 68 63 211 174

Gain 0N Sale Of ASSELS .....vecveieiiiit e ettt emna (1) — (1) —

Total operating costs and eXPENSES.......ccoeeeeeveemrerueeueannnn. 3,103 2,415 8,828 7,574

Operating INCOME ......cooiiiiiiiiiitie e e eeeees 357 168 879 597
Earnings from unconsolidated affiliates.....cccccevvvveiiiiiiiieennnnne 9 6 21 25
INtErEStINCOME ....iiiiiiiiiieiie e et — 1 — 1
INEETESE EXPENSE ... s esen s eeeeseneneseeees (55) (64) (160) (199)
INncome before INCOME tAXES......cc.uuvuerrs et ree e e e e e e e e eeaeeeeeas 311 111 740 424
INCOME tAX EXPENSE ...vvvvveriieeirieeeeeee s e eeaeeeeeeessassnannmnaeeeeeeeas — (4) — (6)
NETINCOME ...eiiiiiiiiiieieee et smmn e 311 107 740 418

Net (income) loss attributable to noncontrollingérests.............. (45) 12 (64) (20)
Net income attributable to members’ iNterestS . .......ccovevevvee. S 266 $ 119 $ 676 $ 398

See Notes to Condensed Consolidated Financial ig&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(millions)
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
NELINCOME ...ttt ettt nne s $ 311 % 107 $ 740 $ 418
Other comprehensive (loss) income:
Net unrealized losses on cash flow hedges - evevreriiiiicmeeeeeaenn. (6) (5) (12) (18)
Reclassification of cash flow hedges into earnings..............cccccvvveees 5 6 15 18
Total other comprehensive (I0SS) INCOME. ... creeeeesiiiiiinniieeeeenns 1) 1 4 —
Total comprehensive INCOME.............uiiiieeeeeee e 310 108 744 418
Total comprehensive (loss) income attributabladmcontrolling
1011 (] £ (45) 12 (67) (19)
Total comprehensive income attributable to membietgrests.............. $ 265 $ 120 $ 677 $ 399

See Notes to Condensed Consolidated Financial i8&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(millions)
Nine Months Ended
September 30,
2011 2010
Cash flows from operating activities:
NEEINCOME ...ttt eemm et e e e e bt e e st e e sate e sbeeesbeestmeesteeebeeesbeeens $ 740 $ 418
Adjustments to reconcile net income to net castwvfited by operating activities:
Gain 0N SAIE Of ASSELS ....ceiiiiiiiiie e e () —
Depreciation and amortiZation..............cccociiiiiiiiiiiieeee e 331 309
Earnings from unconsolidated affiliates .... ... (22) (25)
Distributions from unconsolidated affiliateS. ...c.....cevvvviveeeeeeeeee, 31 34
Deferred income taxX DENefit ..............eimmm i @) (2)
(@1 01T S = PP PPRP 2 1)
Changes in operating assets and liabilities whinbvided (used) cash:
ACCOUNES FECEIVADIE ...t (63) 223
LAY Z=T a1 (0 1= PR 10 5
Net unrealized gains on derivative iINStrUMENES.........oooeieiviiiee i (62) 9
ACCOUNES PAYADIE ... 23 (209)
O BT e ——————— (5) (52)
Net cash provided by operating actiVities ....cccc...oooiiiiiiiiiiiiiieeeee e 978 709
Cash flows from investing activities:
Capital eXPeNItUIES. ......coooi e e e e e e e e e e e e e e e saeee e (688) (325)
Acquisitions, net of cash acquIred..........ccccceoiiiiiiiiiiiii e (79) (182)
Investments in unconsolidated affiliates ... (6) Q)
Proceeds from Sale Of @SSELS..........ei e ettt 12 —
Purchases of available-for-sale SECUNtIeS......ccuiviiiiiiiiii e, — (623)
Proceeds from sales of available-for-sale SE@Siti...............ccovevveeriererieieeinennen, — 633
Net cash used in iNVesting aCtiVItieS ......cueeecvveieiiiie e veees, (761) (498)
Cash flows from financing activities:
Payment of dividends and distributions to members...........ccccovviieeei e, (539) (457)
Proceeds from deDt..........ouviiiee e 1,332 1,258
Payment Of debt .........uuiiiiii e (1,004) (1,461)
Proceeds from issuance of common units by a sidnsidnet of offering costs......... 152 93
COMMEICIAl PAPEI, NEL ...ttt e e e e e e e e e e s (91) 163
Distributions paid to noncontrolling INtErestS.. ... (63) (46)
Purchase of additional interest in a SUDSIdIArY cu..vvvveeeeeieie e, — 4)
Deferred fiNAnNCING COSES ........oooi it cceeee e e e e (7) (7)
Net cash used in financing aCtiVIties.......oeeeeeeiiii i (220) (461)
Net change in cash and cash equivalentS.........ccc.oooeeviiiieiccciie e 3) (250)
Cash and cash equivalents, beginning of PerioG . .........cvviiiiiiiiieeeieee, 8 264
Cash and cash equivalents, €nd Of PEIHOG. . ceeweeeeveierieeeeiece et seee e $ 5 §$ 14

See Notes to Condensed Consolidated Financial ig&tts.



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

Members’' Equity
Accumulated

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

Balance, January 1, 2011......ccccccoeevvimeeecmrec e $ 2,073  $ 13) % 421 $ 2,481
Dividends and distributions..............ccccocceee e, (567) — (63) (630)
Equity-based compensation.............ccceeeveeecniinnens, — — 3 3
Issuance of common units by a subsidiary, net of

Offering COStS ..vvvvvviiiiiiee e, 31 — 121 152
Comprehensive income (loss):

NELINCOME ..ot e e e 676 — 64 740

Net unrealized losses on cash flow hedges........ — 4) @) (11)

Reclassifications of cash flow hedges into earsing — 5 10 15

Total comprehensive income ..............ccccceeeen.. 676 1 67 744

Balance, September 30, 2011 ...........ccocoeeeemeernene. 2,213  $ (12) $ 549 $ 2,750
Balance, January 1, 2010.........ccccoeiiiimmamee e $ 2,020 $ an s 315 % 2,318
Dividends and distributions...............cccoceeee e, (429) — (46) (475)
Purchase of additional interest in a subsidiary........ — — (5) (5)
Issuance of common units by a subsidiary.............. 22 — 71 93
Comprehensive income (loss):

NELINCOME ..o 398 — 20 418

Net unrealized losses on cash flow hedges........ — (6) (12) (18)

Reclassifications of cash flow hedges into earsing — 7 11 18

Total comprehensive income ...............cccceeee. 398 1 19 418

Balance, September 30, 2010............cococemeeerveene. $ 2011 % (16) $ 354 % 2,349

See Notes to Condensed Consolidated Financial ig&tes.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

1. Description of Business and Basis of Presentatio

DCP Midstream, LLC, with its consolidated subsidgss; or us, we, our, or the Company, is a joint ttee owned 50% by
Spectra Energy Corp and its affiliates, or Spe&rnergy, and 50% by ConocoPhillips and its affilgter ConocoPhillips. We operate
in the midstream natural gas industry. Our primapgrations consist of gathering, processing, cosging, transporting and storing
of natural gas, and fractionating, transportinghgaing, treating, processing and storing of natgess liquids, or NGLs, and/or
condensate as well as marketing, from which we gateerevenues primarily by trading and marketingunal gas and NGLs.

DCP Midstream Partners, LP, or DCP Partners, isaater limited partnership, of which a wholly-ownsdbsidiary of ours acts
as general partner. As of September 30, 2011 argebber 31, 2010, we owned an approximately 26%28% limited partner
interest, respectively, in DCP Partners. Additiopahs of September 30, 2011 and December 31, 2@&3@wned an approximately
1% general partner interest in DCP Partners, fahlperiods, as well as incentive distribution righiat entitle us to receive an
increasing share of available cash as pre-defingtildution targets are achieved. As the generaing of DCP Partners, we have
responsibility for its operations. We exercise eohbver DCP Partners and we account for it as asatidated subsidiary.

During the third quarter of 2011, ConocoPhillips@unced that it is planning to divide its businés® two separate publicly
traded companies, and anticipates completing thergi@l spin during the first half of 2012. As asudt of this potential transaction,
we will no longer be owned 50% by ConocoPhillipor@coPhillips’ 50% ownership interest in us will ransferred to the new
downstream company.

We are governed by a five member board of directoosisisting of two voting members from each pamspany 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 rntgjdecision, 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 firmpasition and results of operations for the regjwe interim periods. Certain
information and notes normally included in our aahfinancial statements have been condensed imotted from these interim
financial statements. Operating results for the¢hand nine months ended September 30, 2011 amecessarily indicative of the
results that may be expected for the year endingddeber 31, 2011. These condensed consolidateddialestatements should be
read in conjunction with our consolidated financiéhtements for the year ended December 31, 2046 .Oecember 31, 2010 balance
sheet included in this report has been retrospebtiadjusted to reflect changes to the preliminpuychase price allocation relating to
DCP Partners’ December 2010 acquisition of Marysulydrocarbons Holdings, LLC, or Marysville. Se®fé 3, Acquisitions, for
further discussion of this adjustment.

The condensed consolidated financial statements haen prepared in accordance with accounting jplies generally accepted
in the United States of America, or GAAP. Conforymitith GAAP requires management to make estimatesassumptions that
affect the amounts reported in the condensed cateteld financial statements and notes. Althougls¢hestimates are based on
management’s best available knowledge of curredtexpected future events, actual results coulcedififom those estimates. These
condensed consolidated financial statements indlod@ccounts of the Company and all majority-owsatsidiaries where we have
the ability to exercise control and undivided irgsts in jointly owned assets. We also consolida®POPartners, which we control as
the general partner and where the limited partersot 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 thétplo exercise significant influence, are acceed for using the equity method.
Intercompany balances and transactions have bé&aimated.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

2. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Aaunting Standards Update, or ASU, 2011-08 “Intandés — Goodwill
and Other (Topic 350),"or ASU 2011-08— In September 2011, the FASB issued ASU 2011-0&8ctvamends Accounting
Standards Codification, or ASC, Topic 350 “Intanigib— Goodwill and Other.” ASU 2011-08 provides ditthal guidance on the
two-step test for goodwill impairment as previoudlgscribed in Topic 350 “Intangibles — Goodwill atdher.” Under the new
guidance, entities may elect to first assess cai@lit factors instead of calculating the fair valfea reporting unit unless the entity
determines that it is more likely than not the failue of the reporting unit is less than its cangyvalue. This ASU is effective for
interim and annual goodwill impairment tests penfied for fiscal years beginning after December 1Bl P, with early adoption
permitted. We elected to adopt ASU 2011-08 for 2041 annual goodwill impairment test. There wasmpact from the adoption of
ASU 2011-08 on our condensed consolidated restiligperations, cash flows and financial position.

ASU 2011-04 “Fair Value Measurement (Topic 820): Aemdments to Achieve Common Fair Value Measurementla
Disclosure Requirements in U.S. GAAP and IFRSt ASU 2011-04— In May 2011, the FASB issued ASU 2011-04 which
amends ASC Topic 820 “Fair Value Measurements aistldsures” to change the wording used to desanilda@y of the
requirements in U.S. GAAP for measuring fair valrd for disclosing information about fair value rseeements, clarify the
FASB's intent about the application of existingrfaalue measurement requirements, and change ewlartprinciple or requirement
for measuring fair value or for disclosing infornat about fair value measurements. The provisidhd®U 2011-04 are effective for
us for interim and annual periods beginning aftecBmber 15, 2011 and we are currently assessingrib@ct of adoption on our
consolidated results of operations, cash flows fimahcial position.

3. Acquisitions

On March 24, 2011, DCP Partners acquired two NGicfionation facilities in Weld County, Coloradogclated in the Denver-
Julesburg Basin, or DJ Basin, from a third partyaitransaction accounted for as an asset acquisi@€P Partners paid a purchase
price of $30 million financed at closing with borsings under DCP Partners’ revolving credit facilignd received a post-closing
purchase price adjustment of less than $1 millibine NGL fractionation facilities, or the DJ Basiméetionators, are located on our
processing plant sites and are operated by us. Weaentinue to operate and supply certain comndtiGLs produced by us in
Weld County to the DJ Basin Fractionators underdRisting agreements that are effective through die2018.

On December 30, 2010, DCP Partners acquired aheinterests in Marysville. The acquisition invetvthree separate
transactions with a number of parties. DCP Partaeuired a 90% interest in Marysville from Dartéfgy Corporation, a 5%
interest in Marysville from Prospect Street EnergyC and 100% of EE Group, LLC, which owned the reiming 5% interest in
Marysville. DCP Partners paid a purchase price@8 #illion plus $6 million for net working capitand other adjustments, for an
aggregate purchase price of $101 million, subjeatustomary purchase price adjustments, for DCRnees’ 100% interest. The
purchase was financed at closing with borrowingdenDCP Partners revolving credit facility. $21 hah of the purchase price has
been deposited in an indemnity escrow to satisfyaie tax liabilities and provide for breaches efpresentations and warranties of
the sellers. Approximately $19 million remains hetescrow account after approximately $2 milliorswaleased on June 15, 2011.

On January 4, 2011, DCP Partners merged two wholyred subsidiaries of Marysville and converted ¢cbenbined entity’s
organizational structure from a corporation toraited liability company. This conversion to a lirad liability company triggered tax
liabilities, resulting from built-in tax gains regaized in the transaction, to become currently fgaAccordingly, $35 million of
estimated deferred tax liabilities associated wiitis transaction and recorded at December 31, 26@€ame current tax liabilities as
of January 4, 2011.These tax liabilities are urtedeto the tax liabilities of Marysville for whichn indemnity escrow has been
established. These tax liabilities may be greatdess than the $35 million which was initially reed in our condensed
consolidated balance sheet, depending on the fioabunting for the Marysville business combinati@m April 18, 2011, DCP
Partners made an estimated federal tax paymen2@ffillion related to the $35 million tax liabilitthat resulted from the acquisition
of Marysville. The remaining $6 million estimatealx payable is included in accrued taxes in our @rsgd consolidated balance
sheet as of September 30, 2011.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

We have updated our accounting for the Marysvillsiness combination for the fair value of assetguired and liabilities
assumed including intangible assets, goodwill arapprty, plant and equipment. The purchase pritezation is preliminary and is
based on initial estimates of fair values at théedaf the acquisition. We are currently evaluatthg preliminary purchase price
allocation, which will be adjusted as additionaldrmation relative to the fair value of assets diadbilities becomes available. This
allocation may change in subsequent financial stetets, pending the final estimates of fair value &me final outcome of our
estimated tax liabilities. The preliminary purchasee allocation as of September 30, 2011 is dio¥es:

September 30,
2011
(millions)
Aggregate consideration ....................coceeevreenn. $ 101
CaSh e $ 3
Accounts receivab...........oeeveviiiiiiiie i, 1
INVENTOIY. ... 5
Other Current asSe.........cceeeviivieeeeeiiiieeeniiieeens, 1
Property, plant and equipme...........cccceeeeennneee. 57
Intangible asse.........occvvevieiiiiiii e, 33
GOOAWIll ... 40
Other lonEterm asstS......ocvveeeeeeviiiieeeeeiieeees 1
Deferred income taXi.......cccccovvcvvveeeeenniienninen, (35)
Other current iabilities .............co..evmemreereenen. (5)
Total preliminary purchase price allocat .............. $ 101

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

During the nine months ended September 30, 20112846, we paid tax distributions of $176 millionc$232 million,
respectively, based on estimated annual taxablenmgcallocated to Spectra Energy and ConocoPhiliggsording to their respective
ownership percentages at the date the distributitsame due. During the nine months ended SepteB8thet011 and 2010, we
declared and paid dividends of $363 million and $2dillion, respectively, to Spectra Energy and CooBhillips, allocated in
accordance with their respective ownership pergega

During the nine months ended September 30, 201128460, DCP Partners paid distributions of $58 raifliand $41 million,
respectively, to its public unitholders.

ConocoPhillips

Long-Term NGL Purchases Contract and TransactienVe sell a portion of our residue gas and NGLLmnocoPhillips. In
addition, we purchase natural gas from and progdthering, transportation and other services tod@orhillips. Approximately
40% of our NGL production is committed to Conocolps and Chevron Phillips Chemical, or CP Chemttbrelated parties, under
an existing 15-year contract, which expires in 20%Bould the contract not be renegotiated or rertgvtgorovides for a five year
ratable wind-down period through 2020. The NGL ¢ant 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
commodities and provide these services to Conoddhin the ordinary course of business.

On June 8, 2011, we announced that we have entete@dn agreement to acquire the Seaway Produgsliie Company from
ConocoPhillips and create new NGL transportatiopazaty from the Midcontinent to the Texas Gulf Coasarkets. This common
carrier pipeline will be renamed Southern Hills Plipe and will be converted from refined products\sce to an NGL pipeline,
which will ship NGLs from Kansas, Oklahoma and Texa the NGL market hub at Mont Belvieu, Texas. Wid add a 30-mile
extension to Mont Belvieu, as well as pumping capjeand associated gathering infrastructure, todRisting 580-mile pipeline. We
are also evaluating various extensions to the morthportion of the Southern Hills Pipeline. Thisppximately $750 million to $850
million total investment is expected to have arservice date in mid-2013. The pipeline will openneapacity for NGLs produced

8



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

from growing Midcontinent, Rockies and Conway-bowugpply. In June 2011, in accordance with termghef purchase agreement,
we paid ConocoPhillips a deposit of approximate$nillion, which is currently classified in otheurrent assets within our
condensed consolidated balance sheets and withimgitions, net of cash acquired in our condensekolidated statements of cash
flows.

On January 1, 2011, we entered into a 15-year gathand processing agreement with ConocoPhilligisereby ConocoPhillips
has dedicated all of its natural gas productiorhiritan area of mutual interest in Oklahoma and EeXais contract replaces and
extends certain contracts that we previously haith @ionocoPhillips.

Spectra Energy

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

DCP Partners has propane supply agreements witbt@penergy, effective through April 2012, whichowide DCP Partners
propane supply at its marine terminals for up tpapximately 185 million gallons of propane annualfdditionally, DCP Partners
has transportation agreements with Spectra Enefigstive through January 2012, which provide DCRtRers natural gas
transportation of approximately 35 million cubiceteper day.

DCP Partners

On August 1, 2011, we reached an agreement with BP&Rners, for DCP Partners to construct a 200 Miicfyogenic natural
gas processing plant, or the Eagle Plant, in thgl&&ord shale. The Eagle Plant, which representisigestment of approximately
$120 million, will enhance our existing South Texager system comprised of 5 natural gas processangs totaling approximately
800 million cubic feet per day, or MMcf/d, of capic We will provide upstream and downstream intamoects to the plant. In
support of DCP Partners’ construction of the Eaglant, we entered into a 15 year fee-based proogsgireement with DCP
Partners, which provides that we pay DCP Partndiseel demand charge for 150 MMcf/d along with adhghput fee on all
volumes processed. The processing agreement conamevith commercial operations of the new plant, ethis expected to be
online by the fourth quarter of 2012. In conjunctiwith the agreement, we also entered into a pwseland sale agreement with DCP
Partners to sell certain tangible assets and landted in the Eagle Ford shale for $23 million ditced at closing with borrowings
under the DCP Partners’ Credit Agreement. We wilhtinue to consolidate these assets in our findrstéements, through our
consolidation of DCP Partners.

On January 1, 2011, we completed the sale of a®a.8terest in the DCP Southeast Texas businesSpatheast Texas, to DCP
Partners for $150 million, in a transaction amomgitees under common control. The transaction waariced at closing with
proceeds from DCP Partners’ November 2010 publigitgepffering and borrowings under the DCP Parthegsolving credit facility.
The proceeds we received were used to pay dowrsbart-term borrowings. Southeast Texas is a fultlggrated midstream business
which includes 675-miles of natural gas pipelingsge natural gas processing plants totaling 380anicubic feet per day of
processing capacity, natural gas storage assetisOatllion cubic feet of existing storage capacind NGL market deliveries direct
to Exxon Mobil and to Mont Belvieu via DCP PartneBiack Lake NGL pipeline. The terms of the joinenture agreement provide
that DCP Partners’ distributions from the joint vere for the first seven years related to storage tansportation gross margin will
be pursuant to a fee-based arrangement, basedm@ystcapacity and tailgate volumes. Distributioglated to the gathering and
processing business, along with reductions foeapienditures, will be pursuant to our and DCP Pendhrespective ownership
interests in Southeast Texas. We will continuedosolidate these assets in our financial statemémtsugh our 66.67% interest in
the joint venture and our consolidation of DCP Pars.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

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 Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
(millions)
ConocoPhillips:
Sales of natural gas and petroleum products tdiafk ...................... $ 77 $ 547 $ 2,080 $ 1,75¢
Transportation, storage and ProCes ..........cccevrvveeiieeenceesneeeesnnnens $ 3 3 3 3 c 8 14
Purchases of natural gas and petroleum procfrom affiliates............ $ 14¢  $ 104 % 43¢ $ 334
Operating and general and administrative eXpe............ccccccevveennnen. $ — 3 1 % 3 3 3
Spectra Energy:
Sales of natural gas and petroleum products tdiatfk ...................... $ — 3 — 3 1 3 1
Purchases of natural gas and petroleum prcs from affiliates........... $ 66 $ 27 % 237 % 15(
Operating and general and administrative eXpe............ccccocovveennen, $ 4 % 2 3% c $ 5
Unconsolidated affiliates:
Sales of natural gas and petroleum products tdiaf ...................... $ 17 $ 11 % 4¢3 37
Transportation, storage anCoCESSIN .........ccueeerruvreeriieeneeenieeeenaeens $ 5 % 4 3 13 8 14
Purchases of natural gas and petroleum producis &ffiliates............ $ 3¢ % 27 % 102§ 93

We had balances with related parties and affikade follows:

September 30, December 31,

2011 2010
(millions)

ConocoPhillips:

Accounts receivab...................... $ 28: $ 221

Accounts payab...........cccceevnennn, $ (55 $ (46)

Other asse........veeeeeeeiiaeneenn $ 43 $ 2
Spectra Energy:

Accounts receivab...................... $ 1 % 2

Accounts payab...........cc..ceue...n, $ (34 $ (20)

Other aSSe......cceeeeeeereeeeeeeennns $ 2 % 2
Unconsolidated affiliates:

Accounts receivele...........c......... $ 2C % 16

Accounts payab............c...ccee..., $ 13 $ (13)

5. Inventories
Inventories were as follows:

September 30, December 31,

2011 2010
(millions)
NatUral ga........ccoveeeeeeeeeeieeeee e $ 17 % 11
NGLS ettt eeee e 76 97
Total INVENLOrie ..co.eeveeeeeeeeee e, $ 93 % 108
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)
6. Property, Plant and Equipment
Property, plant and equipment by classificatioassfollows:

Depreciable  September 30, December 31,

Life 2011 2010
(millions)
Gathering and transmission systt............... 15-30year $ 564 $ 5,441
Processing, storage and terminal facili...... 0-50 year 3,09: 2,807
Othel v 0- 30 year 273 258
Construction work in progress.................... 761 545
Property, plant and equipme.................... 9,76¢ 9,04¢
Accumulated depreciation.......................... (4,071 (3,759
Property, plant and equipment, net......... $ 569 § 5287

Depreciation expense for the three and nine moattted September 30, 2011 was $109 million and $8ill#on, respectively.
Depreciation expense for the three and nine moattded September 30, 2010 was $97 million and $2BiBom respectively.

Interest capitalized on construction projects fog three and nine months ended September 30, 2@%$3$& million and $11
million, respectively. Interest capitalized on ctmstion projects for the three and nine monthsesh@eptember 30, 2010 was $4
million and $9 million, respectively.

Asset Retirement Obligations- As of September 30, 2011 and December 31, 20E0had $76 million and $79 million,
respectively, of asset retirement obligations, &®@®s, in other long-term liabilities in the consdigd balance sheets. During the
second quarter of 2011, we recorded a change imagt to reduce our AROs by approximately $6 millid he change in estimate
was primarily attributable to a reassessment oicgrdated timing of settlements and of the origiddRO estimated amounts.
Accretion expense was $1 million for the three nfenénded September 30, 2011 and accretion bena&td4 million for the nine
months ended September 30, 2011, respectively.giicar expense was $1 million and $4 million for ttieee and nine months
ended September 30, 2010, respectively. Accretigrerse is recorded within operating and maintena@xpense in our condensed
consolidated statements of operations.

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

September30. December 31

2011 2010
(millions)
Balance, beginning of Perit........ccccoocvviiiiiiiiei e $ 79 $ 73
Accretion (benefit) eXPeNSEe.. ... iiicceriiiee e (1) 5
LiabilitieS INCUMTE.....cei i — 2
Liabilities SEEA ............evvieeiet e (2) @)
Balance, €Nd OF PETIC.......vveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseseeeeseseeeeen $ 7€ $ 7€

7. Goodwill and Intangible Assets
The change in the carrying amount of goodwill isfalblows:

September 30, December 31,

2011 2010
(millions)
Beginning of Perio ........ccccveveeeveevinennn, $ 721 % 662
ACQUISILIONS ..o 8 59
ENd of period..........ccceeveeveeer e e $ 729 $ 721

During 2011, goodwill increased by $8 million, pramly attributable to a $7 million purchase pricéjastment related to the
settlement of a contingent payment in conjunctiathvihe acquisition of Michigan Pipeline & Procesgi LLC.

11
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Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

We performed our annual goodwill assessment duttiegquarter and concluded that the entire amougoaidwill on the balance
sheet is recoverable. We primarily used a discadietesh flow analysis to perform the assessment. &symptions in the analysis
include the use of an appropriate discount ratémeged future cash flows and an estimate of opegeand general and
administrative costs. In estimating cash flows, imeorporate current market information, as welléstorical and other factors, into
our forecasted commodity prices. For certain repgrtinits, we elected to first assess qualitatietdrs to determine whether it is
more likely than not that the fair value of our @ting units is less than the carrying value. Ononaal goodwill impairment tests,
including our qualitative analysis, indicated tloair reporting units’ fair value exceeded the camgyor book value. If actual results
are not consistent with our assumptions and esésjair our assumptions and estimates change doevtanformation, we may be
exposed to goodwill impairment charges, which wolddrecognized in the period in which the carryirajue exceeds fair value.

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

September 30, December 31,

2011 2010
(millions)
Gross carrying amou ............ooeeveeenenenn $ 524 % 52¢
Accumulated amortizatic.............cveeeeeeee... (155 (136
Intangible assets, net ...............c....ccemee-. $ 36 $ 387

During the three and nine months ended Septembe2@®01, we recorded amortization expense of $7iamland $19 million,
respectively. During the three and nine months einBeptember 30, 2010, we recorded amortization espef $7 million and $17
million, respectively. As of September 30, 2011e tiemaining amortization periods ranged from twangto 24 years, with a
weighted-average remaining period of approximaféyyears.

The weighted-average remaining amortization is &8rg for the $33 million of intangible assets acgqdiwith our acquisition of
Marysville.

Estimated future amortization for these intangiagsets is as follows:

Estimated Future Amortization

(millions)

Remainder of 2011.... $ 6
2012 26
2013 ., 26
2014, 20
2015 ., 19
Thereatfter................. 27z

TOtal.oveeeeeeeeeeen $ 36¢

8. Fair Value Measurement
Determination of Fair Value

Below is a general description of our valuation hmdologies for derivative financial assets andilitibs, as well as short-term
and restricted investments, which are measurediavélue. Fair values are generally based uporteghanarket prices, where
available. If listed market prices or quotes are¢ aailable, we determine fair value based uponaakeat quote, adjusted by other
market-based or independently sourced market datla as historical commaodity volatilities, crude fiture yield curves, and/or
counterparty specific considerations. These adjastsiresult in a fair value for each asset or lipunder an “exit price”
methodology, in line with how we believe a marketpé participant would value that asset or liabilityhese adjustments may include
amounts to reflect counterparty credit quality, gféect of our own creditworthiness, the time vakfemoney and/or the liquidity 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 ctemparty. Generally, market quotes assume thatalhterparties have near
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(Unaudited)

zero, or low, default rates and have equal credéliy. Therefore, an adjustment may be necessargiftect the credit
quality of a specific counterparty to determine the value of the instrument. We record countetgaredit valuation
adjustments on all derivatives that are in a nseaposition as of the measurement date in accaelaith our established
counterparty credit policy, which takes into accoany collateral margin that a counterparty may &aosted with us as
well as any letters of credit that they have pradd

« Entity valuation adjustments are necessary to ceflee effect of our own credit quality on the faialue of our net liability
position with each counterparty. This adjustmeketinto account any credit enhancements, sucloléeteral margin we
may have posted with a counterparty, as well aslatigrs of credit that we have provided. The methlogy 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 ggrsiace the last measurement date.

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

We manage our derivative instruments on a portfblsis and the valuation adjustments described @bo& calculated on this
basis. We believe that the portfolio level approagpresents the highest and best use for thesésass¢here are benefits inherent in
naturally offsetting positions within the portfolat any given time, and this approach is consistettt how a market participant
would view and value the assets and 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 valuatiadjustments down to the contract
level, to the extent deemed necessary, based uwer ¢he notional contract volume, or the contrealue, whichever is more
applicable.

The methods described above may produce a fairevadlculation that may not be indicative of netlizgble 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,déssary, will adjust our policies accordingly. S¢ete 10, Risk Management and
Hedging Activities, Credit Risk and Financial Ingtnents.

Valuation Hierarchy

Our fair value measurements are grouped into eetfegel valuation hierarchy. The valuation hieraréqbased upon the
transparency of inputs to the valuation of an assdiability as of the measurement date. The tHeels 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 considergdificant to the fair value measurement.

A financial instrument’s categorization within théerarchy is based upon the input that requireshiigbest degree of judgment
in the determination of the instrument’s fair valk®llowing is a description of the valuation mettaogies used as well as the
general classification of such instruments pursuarhe 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@ed on the NYMEX
exchange with a highly rated broker dealer senasdhe clearinghouse for individual transactions.
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Our activities expose us to varying degrees of cardity price risk. To mitigate a portion of this kisand 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 andleroil derivatives to lock in a specific margin emmarket conditions are
favorable. A portion of this may be accomplishedotigh the use of exchange traded derivative cotdr&uch instruments are
generally classified as Level 1 since the valuedsial to the quoted market price of the exchangded instrument as of our balance
sheet date, and no adjustments are required. Dépgngon market conditions and our strategy we raater into exchange traded
derivative positions with a significant time horizéo maturity. Although such instruments are exajgtraded, market prices may
only be readily observable for a portion of the dtion of the instrument. In order to calculate fa& value of these instruments,
readily observable market information is utilizexithe extent it is available; however, in the evirdt readily observable market data
is not available, we may interpolate based uporeotsble data. In instances where we utilize anrpptdated value, and it is
considered significant to the valuation of the qawt as a whole, we would classify the instrumeithim Level 2. In certain limited
instances, we may extrapolate based upon thedaslily observable data, developing our own expématf fair value. To the extent
that we have utilized extrapolated data, and @¢assidered significant to the valuation of the gawt as a whole, we would classify
the instrument within Level 3.

We also engage in the business of trading enerlgyed products and services, which expose us tketasariables and
commodity price risk. We may enter into physicahti@cts or financial instruments with the objectverealizing a positive margin
from the purchase and sale of these commodity-bastcuments. We may enter into derivative instrumissfor 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
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 mm, for which we internally
generate a forward curve to value such instrumemtsgenerally classified within Level 3. The intaily generated curve may utilize
a variety of assumptions including, but not limited data obtained from third-party pricing senacéistorical and future expected
relationship of NGL prices to crude oil prices, tkmowledge of expected supply sources coming oa,lexpected weather trends
within certain regions of the United States, and thture expected demand for NGLs.

Each instrument is assigned to a level within tier&rchy at the end of each financial quarter detdeg upon the extent to which
the valuation inputs are observable. Generallyinstrument will move toward a level within the héchy 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 deypeld assumptions. However, the
level of a given instrument may change, in eith&edtion, depending upon market conditions andatailability of market
observable data.

Interest Rate Derivative Assets and Liabilities

DCP Partners uses interest rate swap and forwantivsg interest rate swap agreements as part aliesall capital strategy.
These instruments effectively exchange a portioDGP Partners’ existing floating rate debt and lackates on DCP Partners’
anticipated future fixed-rate debt, respectivel{C® Partners’ swaps are generally priced based agdamdon Interbank Offered
Rate, or LIBOR, instrument with similar duratiorgjasted by the credit spread between DCP Partnaidfze LIBOR instrument.
Given that a portion of the swap value is deriveadin the credit spread, which may be observed byganmg similar assets in the
market, these instruments are classified withinéle: Default risk on either side of the swap traason is also considered in the
valuation. DCP Partners records counterparty craait entity valuation adjustments in the valuatadiits interest rate swaps;
however, these reserves are not considered tosdignéicant input to the overall valuation.

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

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

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

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

September 30, 2011 December 31, 2010
Total Total
Carrying Carrying
Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value
(millions)
Current assets (a):
Commodity derivative...................... $ 82 $ 61 % 3¢ $ 17 $ 41 3 52 % 5 §$ 14z
Interest rate derivativi..................... $ — 3 1 $ —  $ 1 % —  $ 1 % —  $ 1
Long-term assets:
Commodity derivatives (l................. $ 38 % 15 % 7 % 6C $ 11 % 4 3 1cC 8 25
Company owned life insurance ...... $ —  $ 18 $ — % 18 $ — 3 1€ $ — % 1€
Current liabilities:
Commodity derivatives (................. $ 83 ¢ 59 ¢ 21) $ (163 $ (45) $ (73) $ (45) $ (163
Interest rate derivatives (................. $ —  $ a7 $ — 3 a7 $ — 3 a7 $ — % a7
Acquisition related contingel
consideration (€)........c.cceeeeveeeriervinns $. — % — 3 — 3 — 3 — 3 — % 2 $ 2
Long-term liabilities (f):
Comnodity derivative ..................... $ @B7) $ 18) $ 2 $ 57 $ 14) $ (40) $ 1) $ (55)
Interest rate derivativi..................... $ —  $ ®) $ — ®) $ — 3 (10) $ — 3 (10)

(8) Included in current unrealized gains on derivativgtruments 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 condercmtsolidated balance sheets.

(d) Included in current unrealized losses on derivaihgruments in our condensed consolidated balaheets.
(e) Included in other current liabilities in our condsd consolidated balance sheets.

(®

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

The tables below illustrate a rollforward of the aomts included in our condensed consolidated b&aheets for derivative
financial instruments that we have classified withievel 3. The determination to classify a finarérestrument within Level 3 is
based upon the significance of the unobservabltfaased in determining the overall fair valuetbé instrument. Since financial
instruments classified as Level 3 typically inclualeombination of observable components (that@sponents that are actively
guoted and can be validated to external sourceg)usmobservable components, the gains and lossieitable below may include
changes in fair value due in part to observablekagafactors, or changes to our assumptions on ti@eervable components.
Depending upon the information readily 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 meesment date to the next. In the
event that there is a movement to/from the clasatfon of an instrument as Level 3, we have refelcsuch items in the table below
within the “Transfers into Level 3” and “Transfeosit of Level 3" captions.

We manage our overall risk at the portfolio leyvahd in the execution of our strategy, we may as®mbination 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.
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Commodity Derivative Instruments
Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three months ended September 30, 2011 (a):
Beginning balanCe ............ocoooveiiiue e $ 32 3% 1 $ 32) $ —
Net realized and unrealized gains (losses) includezhrnings.......... 15 (2) (8) (2)
Transfers into Level 3 (D) ......uvvveieiiiiieieee e — — — —
Transfers out of Level 3 (D) ....oooooiiiiiiiiee e — 3) 1 —
Y= 1 [ 41T ] £ (17) — 18 —
ENdiNG DAIANCE ........vvviveeeeeececeeteteeee e $ 30 % 7 3% (1) $ (2)
Net unrealized gains (losses) still held includeaarnings (c).......... $ 11  $ 4 $ 5) $ (2)
Three months ended September 30, 2010:
Beginning balanCe .........cccooviiiiiiiiieeeee e $ 27 $ 8 $ 28) $ (8)
Net realized and unrealized gains (losses) includezhrnings.......... 9 1) (21) 3
Transfers into Level 3 (D) ...ocvvveeiiiiiieeccee e, — — — —
Transfers out of Level 3 (D) .....coovvvviiiiiiieii e 4) 1) 5 1
Purchases, issuances and settlements, Net.. . vvvvieeieeeeeeennn, (5) — 13 —
ENAING DAIANCE .........ovvvceeeeeeeeeeeeeeee e $ 27 $ 6 $ (B1) $ (4)
Net unrealized gains (losses) still held includedarnings (C).......... $ 12 $ 1) s (13) % 3
Nine months ended September 30, 2011 (a):
Beginning balanCe ..........ccccoivieiiiiii e $ 50 $ 10 $ 45) $ 1)
Net realized and unrealized gains (losses) includezhrnings.......... 38 (2) (36) (2)
Transfers into Level 3 (D) ......vvveieiiiiieeee e — — — —
Transfers out of Level 3 (D) ..o (18) (2) 8 —
SELEMENTS ...t n e (40) — 52 —
ENAING DAIANCE ... $ 30 % 7% (21) $ (2)
Net unrealized gains (losses) still held includedarnings (C).......... $ 26 3 3) % (13) $ (2)
Nine months ended September 30, 2010:
Beginning balanCe .........cccovviiiiie i $ 73 % 18 $ 88) $ (6)
Net realized and unrealized gains (losses) includezhrnings.......... 5 (12) 1 2
Transfers into Level 3 (D) .....uvvvvieiiiieieee e — — — —
Transfers out of Level 3 (D) ... (12) — 6 —
Purchases, issuances and settlements, NEtu . .ueeveeveeeeeeennes, (39) — 50 —
ENAING DAIANCE .........cvevceceeeeeeeeeeeeeeeeeee e $ 27 % 6 $ (B1) % (4)
Net unrealized gains (losses) still held includeearnings (c).......... $ 23 % 9 $ (23) % 1

(@) There were no purchases, issuances and salesfoiitbe and nine months ended September 30, 2011.
(b) Amounts transferred in and amounts transferredanetreflected at fair value as of the end of theiqu

(c) Represents the amount of total gains or lossethf@period, included in trading and marketing gaimst, attributable to

changes in unrealized gains or losses relatingsets and liabilities classified as Level 3 that still held as of September 30,

2011 and 2010.

During the nine months ended September 30, 20Elsettled the $2 million contingent considerati@saciated with our
acquisition of Ceritas. There was no activity ré@lgtto contingent consideration recognized or settluring the three months ended
September 30, 2011. During the three and nine noatided September 30, 2010; we reassessed thel®inrfair value of the

17



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2011 ar2010
(Unaudited)

contingent consideration associated with DCP Pastqmirchase of an additional ownership interesh isubsidiary, and adjusted the
fair value of the liability to zero. Accordingly, &recognized approximately $1 million as an offeebperating expense in our
condensed consolidated results of operations duhiaghree and nine months ended September 30,.2010

During the three and nine months ended Septembe2@D1 and 2010 we had no significant transfere imt out of Levels 1 and
2. To qualify as a transfer, the asset or liabilityst have existed in the previous reporting peaod moved into a different level
during the current period.

Estimated Fair Value of Financial Instruments

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

The fair value of accounts receivable, accountsgdey and short-term borrowings are not materialffedent from their carrying
amounts because of the short-term nature of thesteuiments or the stated rates approximating maskes. Unrealized gains and
unrealized losses on derivative instruments argexhat fair value. As of September 30, 2011, therging and fair value of our long-
term debt was $3,799 million and $4,170 millionspectively. As of December 31, 2010, the carrying &ir value of our long-term
debt, including current maturities of long-term delvas $3,473 million and $3,790 million, respeetiy. We determine the fair value
of our variable rate debt based upon the discouptedent value of expected future cash flows, tgkitio account the difference
between the contractual borrowing spread and theaspfor similar credit facilities available in tlearketplace.
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9. Financing
September 30, December 31,
2011 2010
(millions)
S T0] g (=T gl 0T T £ 1011/ o USRS $ 9% 9 187
DCP Midstream’s debt securities:
Issued January 2001, interest at 6.875% payabléasemally, due February 2011 ......... — 25C
Issued November 2008, interest at 9.7( payable semiannually, due December -........ 25C 25C
Issued October 2005, interest at 5.375% payabléasamally, due October 20 .............. 20C 20C
Issued February 2009, interest at 9.750% payabtéa®ually, due March 20:............... 45C 45C
Issued March 20, interest at 5.350% payable semiannually, duedd@02(................... 60C 60C
Issued September 2011, interest at 4.750% payaéesinually, due September 2(....... 50C —
Issued August 2000, interest at 8.125% payable aemially, due August 2030 {(............ 30C 30C
Issued October 2006, interest at 6.450% payableéaamally, due November 20 ........... 30C 30C
Issued September 2007, interest at 6.750% payangasinually, due September 2(....... 45C 45C
DCP Partners’ debt securiti
Issued September 201interest at 3.25% payable semiannually, due Oct8bée............ 25C 25C
DCP Partnersrevolvingcredit facility, weighte-average variable interest rate0.75%
and 1.14%, respectively, due JUNE 2012 (C).aecccreeeeeeieeiiie ittt seeeee e 476 398
Fair value adjustments related to irest rate swap fair value hedges (@).............eeeenne 35 37
UNAMOTEZE GISCOU ...ttt ettt ee ettt ee et et et e et e e eeeeeeeee e, (12) (12)
TOAl AED .. e 3,89t 3,66(
Current maturities of lor-term deb...........oooi i — (250;
SNOM-tEIM DOITOWING ...ttt e e e ettt e e et e e e e e e e e e e e e e e s a et e e e aaaaaaeas (96) (187,
Current maturities — DCP Partners’ revolving Cref@itility ..............c.ccocveveeeveeerevereenenne. (476, —
TOtal IONG-LEIM AEDT ......eviiviiieiecee ettt st ene $ 3,32: % 3,22¢

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

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

(c) $450 million of debt has been swapped to a fixetiast rate obligation with effective fixed inteteates ranging
from 2.94% to 5.19%, for a net effective intereste of 4.20% on the $476 million of outstanding tabder the DCP
Partners’ revolving credit facility as of Septemisg)y, 2011.

DCP Midstream’s Debt Securities- In September 2011, we issued $500 million prpadiamount of 4.75% Senior Notes due
2021, or the 4.75% Notes, for proceeds of approxatyeb496 million, net of unamortized discounts amthted offering costs. The
4.75% Notes mature and become due and payable pte@ber 30, 2021. We will pay interest semiannualtyMarch 30 and
September 30 of each year, and our first paymetithgion March 30, 2012. The net proceeds from tiffering were used to repay
short-term borrowings and for general corporateppses.

In March 2010, we issued $600 million principal anmb of 5.35% Senior Notes due 2020, or the 5.35%ddpfor proceeds of
approximately $597 million, net of unamortized dismts and related offering costs. The 5.35% Notasume and become due and
payable on March 15, 2020. We pay interest semiafipon March 15 and September 15 of each year,@ndirst payment was on
September 15, 2010. The net proceeds from thigioffevere used to repay a portion of our $800 moiflj 7.875% Notes that were
due August 2010, and for general 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 securiies unsecured and are redeemable at a premiunr afpdion.

DCP Midstream’s Credit Facilities with Financial Btitutions— On March 18, 2011, we entered into an $800 millrevolving
credit facility, which matures in March 2015 andrténated our existing $350 million revolving creditcility which was entered into
in January 2010, and would have matured in April200n July 12, 2011, upon receiving lender consemstexpanded our existing
$800 million revolving credit facility by an adddnal $450 million, bringing the new capacity of tfaxility to $1,250 million, or the
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$1,250 Million Facility. This expansion does notetlthe terms or expiration of the facility. The 850 Million Facility allows for
extensions of the March 2015 maturity date for tadditional one year periods, with lender conselhier® were no borrowings
outstanding under the $1,250 Million Facility as®¢ptember 30, 2011.

We have a $450 million revolving credit facilityr the $450 Million Facility, which matures in Apr2012. Any outstanding
borrowings under the $450 Million Facility at maityrmay, at our option, be converted into an unseduone-year term loan. There
were no borrowings outstanding under the $450 MillFacility as of September 30, 2011 and Decemiie2810.

As of September 30, 2011, the $1,250 Million Fagiknd the $450 Million Facility, or together, thecilities, provided us with
total revolving credit availability of $1,700 mithn. The $1,700 million of revolving credit from theacilities may be used to support
our commercial paper program, and for working cajpiequirements and other general corporate puipasavell as for letters of
credit. As of September 30, 2011 and December 8102we had $96 million and $187 million of commiigoaper outstanding,
respectively, backed by the Facilities. As of Sepber 30, 2011 and December 31, 2010, we had $7aniind $6 million in letters
of credit outstanding, respectively. As of Septem®@, 2011, the available capacity under the Faegiwas $1,597 million.

The $1,250 Million Facility bears interest at eith€l) the higher of JP Morgan’s prime rate or thederal Funds rate plus 0.50%
or (2) LIBOR plus an applicable margin, which i$0% based on our credit rating. The facility incarsannual fee of 0.25% based
on our current credit rating. This fee is paid aen and undrawn portions of the facility.

The $450 Million Facility bears interest at eithét) the higher of Wells Fargo’s prime rate or thederal Funds rate plus 0.50%
or (2) LIBOR plus an applicable margin, which i30% based on our current credit rating. The fagilitcurs an annual fee of 0.09%
based on our current credit rating. This fee isdpam drawn and undrawn portions of the facility.

The Facilities require us to maintain a consolidbleverage ratio (the ratio of consolidated indelmess to consolidated
EBITDA, in each case as is defined by the Faci$ijief not more than 5.0 to 1.0, and on a tempotzagis for not more than three
consecutive quarters (including the quarter in vahgach acquisition is consummated), following tlkmsummation of qualifying
asset acquisitions as defined by the Facilitieshenmidstream energy business of not more than&150.

DCP Partners’ Debt Securities- In September 2010, DCP Partners issued $250anibf 3.25% Senior Notes, or the DCP
Partners’ 3.25% Notes, due October 1, 2015, focpeals of approximately $248 million, which are nétinamortized discounts and
related offering costs. The DCP Partners’ 3.25%d¥ahature and become due and payable on Octola15, unless redeemed
prior to maturity. DCP Partners’ pays interest senmiually on April 1 and October 1 of each year,twiihe first payment made on
April 1, 2011. The net proceeds from this offeringre used to repay funds borrowed under the revgdeetion of the DCP Partners’
Credit Facility.

The DCP Partners’ 3.25% Notes are senior unsecoibigations, ranking equally in right of paymentttvDCP Partners’
existing unsecured indebtedness, including indet#ed under the DCP Partners’ Credit Facility. DGIPtRers is not required to
make mandatory redemption or sinking fund paymaevith respect to these notes. The notes are redelenadla premium at DCP
Partners’ option.

DCP Partners’ Credit Facilities with Financial Ingutions— DCP Partners has an $850 million revolving crddiility that
matures on June 21, 2012, or the DCP Partners’ iCegteement. As of September 30, 2011 and Decer8tie£010, DCP Partners
had $1 million and $32 million, respectively, otiers of credit issued under the DCP Partners’ @radreement. As of September
30, 2011, the unused capacity under the revolvirglit facility was $373 million.

DCP Partners’ borrowing capacity is limited at Sapber 30, 2011 by the DCP Partners’ Credit Agreersdimancial covenant
requirements. Except in the case of a default, am®borrowed under DCP Partners’ credit facilitylwiot mature prior to the June
21, 2012 maturity date.

Under DCP Partners’ Credit Agreement, indebtednester the revolving credit facility bears interesteither: (1) the higher of
Wells Fargo Bank’s prime rate or the Federal Furate plus 0.50% or (2) LIBOR plus an applicable giar which ranges from
0.23% to 0.575% dependent upon DCP Partners’ ctoeit rating. The DCP Partners’ revolving crefditility incurs an annual
facility fee of 0.07% to 0.175% dependent upon DE&tners’ credit rating. This fee is paid on drasamd undrawn portions of DCP
Partners’ revolving credit facility.
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The DCP Partners’ Credit Agreement requires DCRrieass to maintain a leverage ratio (the ratio sfadbnsolidated
indebtedness to its consolidated EBITDA, in eackecas is defined by the DCP Partners’ Credit Agrerthof not more than 5.0 to
1.0, and on a temporary basis for not more thaee¢hronsecutive quarters (including the quarter limclv such acquisition is
consummated) following the consummation of assqusitions in the midstream energy business ofmote than 5.5 to 1.0.

Other Agreements— As of September 30, 2011, DCP Partners had aigent letter of credit facility for up to $10 ntibn, on
which DCP Partners pays a fee of 0.50% per annugmo®September 30, 2011, DCP Partners had no ettecredit issued under this
facility. Any letters of credit issued on this féity will incur a net fee of 1.75% per annum andllwiot reduce the available capacity
under the DCP Partners’ Credit Agreement.

Other Financing— During the third quarter of 2011, DCP Partnersusd 345,031 of its common units and received pedse
from units issued of $13 million, net of commiss®mand offering costs.

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

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

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

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

Our day-to-day operations expose us to a varietyss including but not limited to changes in theces of commodities that we
buy or sell, changes in interest rates, and theibrrthiness of each of our counterparties. We agmcertain of these exposures by
using physical and financial derivative instrumem of our commaodity derivative activities are nducted under the governance of
internal Risk Management Committees that estalpilities, limiting exposure to market risk and rétipg 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 isrpnarily accounted for using the mark-to-market hed of accounting;
however, depending upon our risk profile and ohijexg, in certain limited cases, we may executegeations that qualify for the
hedge method of accounting. The risks, 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 saletéghios, storage contracts and facilities, and sortation commitments for
products. These energy trading operations are eegptsmarket variables and commodity price riskhwigéspect to these products
and services, and we may enter into physical catgrand financial instruments with the objectivereflizing a positive margin from
the purchase and sale of commodity-based instrusn®vié manage commodity price risk related to owaad leased natural gas
storage and pipeline assets by engaging in nagaslasset based trading and marketing. The comatexdivities related to our
natural gas asset based trading and marketing pitintnsist of time spreads and basis spreads.

We may execute a time spread transaction when ifferéince between the current price of natural @¢=ssh or futures) and the
futures market price for natural gas exceeds oust obstoring physical gas in our owned and/or Exhstorage facilities. The time
spread transaction allows us to lock in a margirewithis market condition exists. A time spread saction is executed by
establishing a long gas position at one point meiand establishing a corresponding short gasipasit a different point in time. We
typically use swaps to execute these transactiwh&h are not designated as hedging instrumentsaa@decorded at fair value with
changes in fair value recorded in the current pgdondensed consolidated statement of operatioméleMgas 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 inviaiue are currently recorded in our condensed clichst@d statements of operations.
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Even though we may have economically hedged oupeype and locked in a future margin, the use ofdowsf-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 marketlitimm 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 typicaéyswaps to execute these transactions, whichatréasignated as hedging
instruments and are recorded at fair value withndfes in fair value recorded in the current periothdensed consolidated statements
of operations. As discussed above, the accountingliiysical gas purchases and sales and the adnguot the derivative
instruments used to manage such purchases anddsfisggsand may subject our earnings to marketatiity, even though the
transaction represents an economic hedge in whizhawve locked in a future margin.

Additionally, in order for our storage facilities remain operational, we maintain a minimum levebase gas in each storage
cavern, which is capitalized on our consolidatethhae sheets as a component of property, planeguipment, net. As of
September 30, 2011, there was a deferred loss ofiii®n recognized in accumulated other comprefremscome, or AOCI, in
relation to our 2009 storage cavern expansion.

During 2011, Southeast Texas commenced an expapsiect to build an additional storage cavern. dmmmpletion of the
expansion project, Southeast Texas will be requicggurchase a significant amount of base gas tiogathe storage cavern to
operation. To mitigate risk associated with thisdfcasted purchase of natural gas, Southeast Texasited a series of derivative
financial instruments, which have been designatedash flow hedges. Any effective changes in failue of these derivative
instruments will be deferred in AOCI until the untieng purchase of inventory occurs. While the cgstid or received upon
settlement of these hedges will economically oftbetcash required to purchase the base gas, deyrdd gain or loss at the time of
the purchase will remain in AOCI until such timeattthe 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 unklettsese activities through
the use of fixed forward sales and purchases, lmxisspread trades, storage opportunities, putdgaibns, term contracts and spot
market trading. These energy trading operationseaposed to market variables and commaodity prisk with respect to these
products and services, and these operations may amib physical contracts and financial instrungewith the objective of realizing
a positive margin from the purchase and sale of madity-based instruments. These physical and fir@irestruments are not
designated as hedging instruments and are recatedr value with changes in fair value recordadhe current period condensed
consolidated statements of operations.

Commodity Cash Flow Protection Activities at DCP Raers

As a result of DCP Partners’ operations of gathgriorocessing and transporting natural gas, DCnees takes title to a portion
of residue gas, NGLs and condensate, which areidered to be DCP Partners’ equity volumes. The pes®n of and the related
operations of transporting and marketing of NGLsates commodity price risk due to market changeimmodity prices, primarily
with respect to the prices of NGLs, natural gas aneie oil. DCP Partners has mitigated a portiofit®&xpected commodity cash
flow risk associated with these equity volumes tigh 2016 with natural gas, NGL and crude oil detivas. Additionally, given the
limited depth of the NGL derivatives market, DCPriP&rs utilizes crude oil swaps and costless csliard NGL swaps to mitigate a
portion of its commodity price risk exposure for M& When the relationship of NGL prices to crudémices is at a discount to
historical ranges, DCP Partners experiences additiexposure as a result of the relationship wH2@P Partners utilizes crude oil
swaps to mitigate NGL price exposure. For shoriatied time periods where the NGL markets have grdafeidity, DCP Partners
has utilized NGL swaps to mitigate a portion of N&L price risk through March 2012 by entering irtecremental NGL financial
positions and by exchanging crude oil swaps for N§aps. These transactions are primarily accometighrough the use of swaps
that exchange DCP Partners’ floating price riskddixed price, but the type of instrument thatised to mitigate risk may vary
depending upon DCP Partners’ risk objective. Theaesactions are not designated as hedging instntsrier accounting purposes
and the change in fair value is reflected in therent period within our condensed consolidatedestants of operations.
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Interest Rate Risk

We enter into debt arrangements that have eithedfior floating rates, therefore we are exposethéoket risks related to
changes in interest rates. We periodically userggerate swaps and forward-starting interest sataps to convert variable interest
rates on our existing debt and lock in rates on anticipated future fixed-rate debt, respectivédur primary goals include: (1)
maintaining an appropriate ratio of fixed-rate debfloating-rate debt; (2) reducing volatility @&arnings resulting from interest rate
fluctuations; and (3) locking in attractive inteteates based on historical rates.

DCP Partners mitigates a portion of its interes¢nask with interest rate swaps and forward-stagtinterest rate swaps, which
reduce DCP Partners’ exposure to market fluctuatiopconverting variable interest rates on DCP Rang’ existing debt to fixed
interest rates and locking in rates on DCP Parfrardcipated future fixed-rate debt, respectivelfne interest rate swap agreements
convert the interest rate associated with the ineléihess outstanding under the DCP Partners’ rengleredit facility to a fixed-rate
obligation, thereby reducing the exposure to markét fluctuations. The forward-starting interester swap agreements lock in the
interest rate associated with DCP Partners’ angitgd future fixed-rate debt, thereby reducing thpasure to market rate fluctuations
prior to issuance.

At September 30, 2011, DCP Partners had interésts@ap agreements totaling $450 million, of whi2&P Partners has
designated $425 million as cash flow hedges andawts for the remaining $25 million under the madkmarket method of
accounting. As DCP Partners generally expects t@hariable rate debt levels equal to or exceedimar swap positions during their
term, the entire $450 million of these arrangemenitigate DCP Partners’ interest rate risk througime 2012, with $150 million
extending from June 2012 through June 2014. Bagecliorent operations, DCP Partners believes i@sragt rate swap agreements
mitigate its interest rate risk associated withvisgiable rate debt.

At September 30, 2011, DCP Partners had forwardistpinterest rate swap agreements totaling $149ban, which have been
designated as cash flow hedges. As DCP Partnelszates entering into future fixed-rate debt atdés equal to or exceeding its
forward-starting swap positions during their tetime entire $195 million of these arrangements naitgga portion of DCP Partners’
interest rate risk through the term of DCP Parthargicipated debt into 2022. Based on current gpiens, DCP Partners believes its
forward-starting interest rate swap agreementsgaiié a portion of its interest rate risk associatétth its anticipated future fixed-rate
debt.

DCP Partners’ has designated $425 million of instrate swap agreements and $195 million of itsviand-starting interest rate
swaps as cash flowedges, and effectiveness is determined by matdhiagrincipal balance and terms with that of tipesified
obligation. The effective portions of changes iir fealue are recognized in AOCI, in the condensedsolidated balance sheets and
are reclassified into earnings as the hedged txitsas impact earnings. However, due to the valgtibf the interest rate markets, the
corresponding value in AOCI is subject to chang®ipto its reclassification into earnings. Ineffaa portions of changes in fair
value are recognized in earnings.

As of September 30, 2011, $275 million of the irgst rate swap agreements reprice prospectivelyopately every 90 days
and the remaining $175 million of the agreementwiee prospectively approximately every 30 daysdenthe terms of the interest
rate swap agreements, DCP Partners pays fixed4ranegng from 2.94% to 5.19%, and receives intepagtments based on the three-
month and one-month LIBOR. Under the terms of tbesard-starting interest rate swaps agreements, B&fhers will pay fixed-
rates ranging from 2.15% to 2.598%, and receiverigsgt payments approximating 10-year U.S. Treagtgs. The differences to be
paid or received under the interest rate swap ageses are recognized as an adjustment to intergsrese.

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

Credit Risk

Our principal customers range from large, natuiad gharketing services to industrial end-users formatural gas products and
services, as well as large multi-national petrocteainand refining companies, to small regional prap distributors for our NGL
products and services. Substantially all of ourunakgas and NGL sales are made at market-basedsrApproximately 40% of our
NGL production is committed to 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 oMecaedit risk, in that these
customers may be similarly affected by changescion®mic, regulatory or other factors. Where exposectedit risk, we analyze the
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counterparties’ financial condition prior to entagiinto an agreement, establish credit limits armhitor the appropriateness of these
limits on an ongoing basis. We may use various mi@agreements that include language giving usitjie to request collateral to
mitigate credit exposure. The collateral languagevjgles for a counterparty to post cash or let@rsredit 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 inapiiit post collateral is sufficient cause to termima contract and liquidate all
positions. In addition, our master agreements amdstandard gas and NGL sales contracts contaigu@ate assurance provisions,
which allow us to suspend deliveries and cancetagrents, or continue deliveries to the buyer afierbuyer 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 aanterparties. Certain of our
derivative contracts may contain credit-risk retht®ntingent provisions that may require us to taketain actions in certain
circumstances.

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

* Inthe event that we were to be downgraded belovegstment grade by at least one of the major cnedihg agencies,
certain of our ISDA counterparties have the rightéduce our collateral threshold to zero, potélytigequiring us to fully
collateralize any commodity contracts in a net ligp 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 defiirethe ISDA contracts,
our ISDA counterparties may have the right to resfiesarly termination and net settlement of any tanding derivative
positions.

» Additionally, if DCP Partners were to have an etige event of default under the DCP Partners’ Ctédjreement that
occurs and is continuing, DCP Partners’ ISDA coupéeties may have the right to request early temation and net
settlement of any outstanding derivative liabilggsitions.

Depending upon the movement of commodity prices iatefest rates, each of our individual contractdweounterparties to our
commaodity derivative instruments or interest rat@p instruments are in either a net asset or aility position. Our commodity
derivative contracts that are not governed by IS&htracts do not have any credit-risk related amgint features. As of September
30, 2011, we had $33 million of individual commogderivative contracts that contain credit-riskateld contingent features that
were in a net liability position, and have not pedtany cash collateral relative to such positidha.credit-risk related event were to
occur and we were required to net settle our positivith an individual counterparty, our ISDA contta permit us to net all
outstanding contracts with that counterparty, wieeih a net asset or net liability position, as st any cash collateral already
posted. As of September 30, 2011, if a credit-rislated event were to occur, we may be requiregdst additional collateral.
Additionally, although our commodity derivative doacts that contain credit-risk related contingbattures were in a net liability
position as of September 30, 2011, if a credit-rislated event were to occur, the net liability fimn would be partially offset by
contracts in a net asset position reducing ouriaéility to $21 million.

As of September 30, 2011, DCP Partners had $23anibyf individual interest rate swap instrumentatkvere in a net liability
position and were subject to credit-risk relateditiogent features. Although DCP Partners’ interasé swap instruments were in a
net liability position as of September 30, 2011ai€redit-risk related event were to occur, theliadiility position would be partially
offset by contracts in a net asset position redg&CP Partners’ net liability to $22 million. If DE Partners were to have an event of
default relative to any covenants of its creditegment, that occurs and is continuing, the coutateigs to DCP Partners’ swap
instruments have the right to request early termidmaand net settlement of the outstanding derixaposition.
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Collateral

As of September 30, 2011, we held cash of $2 millimcluded in other current liabilities in the cdensed consolidated balance
sheet related to cash postings by third partied,latiers of credit of $87 million from counterpas to secure their future
performance under financial or physical contra¥® had cash deposits with counterparties of $7iamillincluded in other current
assets as of September 30, 2011, to secure owgatldhs to provide future services or to performefincial contracts. As of September
30, 2011, DCP Partners had a contingent letterredit facility for up to $10 million, on which DCIPartners had no letters of credit
issued and outstanding. This contingent letterreflit facility was issued directly by a financialstitution and does not reduce the
available capacity under the DCP Partners’ Credjtéement. As of September 30, 2011, DCP Partnedsibaother cash collateral
posted with counterparties to its commaodity derivatinstruments. As of September 30, 2011, we lsadiéd and outstanding parental
guarantees totaling $70 million in favor of cert@iounterparties to DCP Partners’ commodity deriwainstruments to mitigate a
portion of DCP Partners’ collateral requirementshwthose counterparties. DCP Partners pays us afféé0% per annum on these
guarantees. These parental guarantees and thegentiletter of credit facility reduce the amouficash DCP Partners may be
required to post as collateral. Collateral amourgkl or posted may be fixed or may vary, dependinghe value of the underlying
contracts, and could cover normal purchases aressahding and hedging contracts. In many casesamd our counterparties
publicly disclose credit ratings, which may impdalee amounts of collateral requirements.

Physical forward contracts and financial derivasiage generally cash settled at the expiratiorhefd¢ontract term. These
transactions are generally subject to specific itn@visions within the contracts that would allahe seller, at its discretion, to
suspend deliveries, cancel agreements or contielieedies to the buyer after the buyer provideswséyg 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:

September 30, December 31,

2011 2010
(millions)
Commaodity cash flow hedge
Net deferred losses in AO .............. $ 4 3 3)
Interest rate cash flow hedg
Net deferred losses in AOCI............ (8) (10)
Total AOCl......covieveieierceeeeeerea, $ (120 3 (13)
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The fair value of our derivative instruments tha¢ @esignated as hedging instruments, those tleatnarked-to-market each
period, and the location of each within our condmhsonsolidated balance sheets, by major categosyymmarized as follows:

September 30, December 31, September 30, December 31,
Balance Sheet Line Item 2011 2010 Balance Sheet Line Item 2011 2010
(millions) (millions)
Derivative Assets Designated as Hedging Instruments Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ 1 $ 1 instruments — current............ $ 1e) $ (12)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... (6) (5)
$ 1 $ 1 $ 22 % 17
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ — $ — instruments — current............ $ — $ —
Unrealizecgains on derivativi Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... (1) —
$ — $ — $ 1 s —
Derivative Assets Not Designated as Hedging Instruemts: Derivative Liabilities Not Designated as Hedging nstruments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ — $ — instruments — current............ $ (2) $ 5)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... — (%)
$ — $ — $ 1 s (10)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivae
instruments — current............ $ 173 $ 143 instruments — current............ $ (163) $ (163)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... 60 25 instruments — long-term......... (56) (55)
$ 233§ 168 $ (219) % (218)
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The following table summarizes the impact on oundensed consolidated balance sheets and condenssdlicated statements
of operations of our derivative instruments, nehohcontrolling interest, that are accounted fangghe cash flow hedge method of

accounting:

Gain (Loss)
Recognized in Income
on Derivatives— Deferred
Loss Reclassified Ineffective Portion and Losses in AOCI
Loss Recognized in from AOCI to Amount Excluded Expected to be
AOQOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Three Months Ended September 30, Over the Next
2011 2010 2011 2010 2011 2010 12 Months
(millions) (millions)
Commodity derivatives..... $ @ $ — $ — 3 — $ — $ —
Interest rate derivatives.... $ 1w $ 1) $ @ $ 2 @ $ — $ — (a)(b)
Nine Months Ended September30,
2011 201(C 2011 201( 2011 201(
(millions)
Commodity derivatives..... $ @ $ — $ — % — $ — $ —
Interest rate derivatives.... $ 3 $ (6) $ B) $ M@ $ — $ — @b $ (5)

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

(b) For the three and nine months ended September@®, and 2010, no derivative gains or losses wectassified from AOCI to current
period earnings as a result of the discontinuarfaaeh flow hedges related to certain forecastadgactions that are not probable of
occurring or as a result of exclusion from effeetess 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 consolidstetements of operations. The following summariteese amounts and the
location within the condensed consolidated statamehoperations that such amounts are reflected:

Three Months Ended  Nine Months Ended

September 30, September 30,
Commodity Derivatives: Statement of Operations Lineltem 2011 2010 2011 2010
(millions)
Realized gair.......c.cooviieriiiiie e $ 21 $ 24 $ 16 $ 5C
Unrealized gains (I0SSES) .......uuuvvreerricmcceeeeveiveveeannen 5€ (17) 65 (8)
Trading and marketing gains, Net .........cccceceeevvvvveee. 3 77 8 7  § 81 $§ 42

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 typer net long or short positions, as well as the ti@mof outstanding contracts
that are expected to partially or entirely settieeiach respective year. To the extent that we hawg dated derivative positions that
span multiple calendar years, the contract will @pin more than one line item in the table bel@wditionally, relative to the
hedging of certain of our storage and/or transpgateassets, we may execute basis transactionsdtural gas, which may result in a
net long/short position of zero. This table alsegents our net long or short natural gas basis gyeaftions separately from our net

long or short natural gas positions.

September 30, 2011

Natural Gas
Crude Qil Natural Gas Natural Gas Liquids Basis Swaps
Net Long
Net Long Net Long Net Long (Short)
(Short) Number (Short) Number (Short) Number Position Number
Year of Position of Position of Position of (MMBLtu) of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (d) Contracts
2011 (110,058) 801 (1,511,050) 292 (4,062,185) 511 (a) 987,500 211
2012....ceieene (1,122,171) 300 (25,491,250) 97 (10,486,002) 196 (b) 15,302,500 116
2013...eeieee. (1,009,249) 162 1,835,000 8 (8,765,250) 6 (¢ (3,765,000) 10
2014......ccue. (769,500) 28 (365,000) 3 (9,000,000) 2 (c) — —
2015.....ccieeene (365,000) 2 — — — — — —
2016......cccveene (183,000) 1 — — — — — —
(@) Includes 32 physical index based derivative corigaataling (4,907,000) barrels, or Bbls.
(b) Includes 8 physical index based derivative consaotaling (11,175,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,0000,000) Bbls.
(d) One million British thermal units, or MMBtu.
September 30, 2010
Natural Gas
Crude Oill Natural Gas Natural Gas Liquids Basis Swaps
Net Long Net Long Net Long Net Long
(Short) Number (Short) Number (Short) Number (Short) Number
Year of Position of Position of Position of Position of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2010.....cccuveennnn, (360,930) 827 (22,738,050) 328 (3,951502 445 (@) 1,364,000 276
2011, (1,558,250) 288 (4,022,000) 141 (11,4889) 347 (b) 11,185,000 135
2012.....ccii, (612,750) 107 269,000 62 (8,580,000) 7 (c) 13,700,000 15
2013....ccciiie (626,250) 24 (165,000) 3 (9,000,000) 2 (o) — —
2014.....cccnien (547,500) 5 (365,000) 1 (9,000,000) 2 (c) — —
2015.....ccccie (182,500) 1 — — — — — —

(@) Includes 25 physical index based derivative corigaataling (4,690,500) Bbls.
(b) Includes 8 physical index based derivative consaotaling (12,513,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.

As of September 30, 2011, DCP Partners had inteatetswaps outstanding with individual notionalues between $25 million
and $80 million, which, in aggregate, exchange $#tllion of DCP Partners’ floating rate obligatidor a fixed rate obligation
through June 2012, with $150 million extending frdmme 2012 through June 2014.

11. Income Taxes

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

subsidiaries.

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

12. Commitments and Contingent Liabilities

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

DCP East Texas Holdings, LLC, or East Texas, redcsmillion in settlements with the responsibléthparty, related to the
first quarter 2009 fire. We have allocated the Isatients based upon relative ownership percentagbe dime the losses were
incurred and for amounts which were previously paydus. During the nine months ended Septembef8Q,1, we recognized $1
million as an offset to operating and maintenangpense in the condensed consolidated statemergerfions, as reimbursement of
amounts previously paid by us and have recordechififon of business interruption proceeds as salesatural gas and petroleum
products in our condensed consolidated statemeopefations. We received the cash related to thtéeseents during the third
quarter of 2011.

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

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

Environmental— The operation of pipelines, plants and otheiilfaes for gathering, transporting, processingating, or storing
natural gas, NGLs and other products is subjesttimgent and complex laws and regulations pertajrido health, safety and the
environment. As an owner or operator of these faed, we must comply with United States laws aedulations at the federal, state
and local levels that relate to air and water qtyalhazardous and solid waste storage, managennangportation and disposal, and
other environmental matters including recently a@opEPA regulations related to reporting of greemdegas emissions which have
taken effect over the past two years. The costlafiping, designing, constructing and operating fipgs, plants, and other facilities
must incorporate compliance with environmental lams regulations and safety standards. In additioere is increasing focus, both
from state and federal regulatory officials andathgh litigation, on hydraulic fracturing and theat®r perceived environmental
impacts of this technique, which indirectly preseabme risk to our available supply of natural gaailure to comply with these laws
and regulations may trigger a variety of administr@, civil and potentially criminal enforcement mmsures, including citizen suits,
which can include the assessment of monetary pesathe imposition of remedial requirements, tbsuiance of injunctions or
restrictions on operations. Management believes tiesed on currently known information, compliangéh these laws and
regulations will not have a material adverse eff@etour condensed consolidated results of operatifinancial position or cash
flows.

We make expenditures in connection with environraéntatters as part of our normal operations. Enwinental liabilities as of
September 30, 2011 and December 31, 2010, incliddte condensed consolidated balance sheets as atirent liabilities
amounted to approximatelys$nillion and $6 million, respectively, and envirommtal liabilities included in the condensed
consolidated balance sheets as other long-terriitiab amounted to $million and $9 million, respectively.
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13. Supplemental Cash Flow Information
Nine Months Ended
September 30,
2011 2010
(millions)
Cash paid for interest, net of capitalized inte............cccccceevveeen, $ 167 $ 21¢
Cash paid forncome taxe, net ofrefunds............ccccceeeeviiiviinnnnnn. $ 37 $ 6
Non-cash investing and financing activiti
Distributions payable to membe...............ccccoiiiiiiis $ 105 43
Property, plant and ecpment acquired with accounts paye.... $ 79 $ 47
Other norcash additions of property, plant and equipn.......... $ 7 % 4
Acquisition related contingent consideral............cccccoovuveeeenn, $ — % 1

During the nine months ended September 30, 20112848, we received distributions from DCP Partnefr$39 million and
$33 million, respectively, which are eliminatedaonsolidation.

14. Subsequent Events

We have evaluated subsequent events occurringdghrdiovember 9, 2011, the date the condensed catatelil financial
statements were issued.

On November 4, 2011, we entered into agreements BAEP Partners to contribute our remaining 49.9%riest in East Texas
for aggregate consideration of $165 million, subjeccertain working capital and other customaryghase price adjustments.
Subsequent to this transaction, we will continuedasolidate East Texas as part of DCP Partners fflinsaction is expected to
close in the fourth quarter of 2011.

On October 31, 2011, we closed on the acquisitibBauthern Hills Pipeline from ConocoPhillips fod80 million.

On October 26, 2011, the board of directors of DEE&ttners’ general partner declared a quarterlyitistion of $0.64 per unit,
payable on November 14, 2011 to unitholders of rdam November 7, 2011.

In October 2011, our board of directors approveglld5 million dividend which was paid in October 201
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