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DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
(millions)
September 30, December 31,
2012 2011
ASSETS
Current assets:
Cash and cash eqUIVAIENTES ...............ew e e e e e e e s e e s e s s e e e e e e eeeees e s s esannnnnns $ 10 % 9
Accounts receivable:
Customers, net of allowance for doubtful accowft$2 million each period............ 820 981
AFfIIALES ... e ———— 185 307
(11 0= 33 44
LN VZ=T 0] (o] =TS SURRSPRPPPRIN 106 105
Unrealized gains on derivative iNStruUMeNtS. oo .o 95 107
(@ 11 0= P SSSRPPPPP 41 24
TOtal CUMENT ASSELS ...ttt eeemmme e e e e e e e e e e e e e e e e eennan 1,290 1,577
Property, plant and equIPMENT, NET......... o rrrreeiiiiiiiiiaeaee e eeeee e 8,224 6,448
Investments in unconsolidated affiliates............ccocceiiiiiiii e 276 154
Intangible assets, net 343 362
GOOAWIIL. ..ttt e e e e e e e e e e e e e e e e e s b s s amm s e e e e eaeaeeeeeeae 723 723
Unrealized gains on derivative iNStrUMENES . .owce oo o ivviieeeeeeiiieee et 27 23
Other [ONG-TEIM ASSELS ... ..uiiiiiiiitiee et sttt e e e ettt e e e s ettt e e e e s sbeeeee e s sbbeeeemm e 213 125
Lo 7 R 11T SO $ 11,096 $ 9,412
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable:
LI o LRSS $ 1,124 % 1,547
ATFIIBLES .ttt re e e e e e e nrae s 51 127
(@101 PRSP SRP 42 49
SNOM-termM DOFTOWINGS .....eeiiiiiiiiiiii i ettt e e 1,444 370
Distributions payable to members ... 56 95
Unrealized losses on derivative iNStIUMENTS...........uvviiiieeiieeiieiieeee e 117 113
ot od £ D10 I = (= 80 36
Capital SPENdiNG ACCIUAL...........uiiiiei e e e, 180 84
(@131 PP PPUPRPRN 194 226
Total current IADITIES......ccieeeee e e e aees 3,288 2,647
Deferred INCOME tAXES .....ii oottt eeeeeer e e e e et e e e e e e e e e e e s e s e ss s reeaereee e e e e s ees 93 93
(1o g To I =1 . [T o SRS 4,361 3,820
Unrealized losses on derivative iNStIUMENTS. ..........uuviiiiiiiiiiiieiieeeeeeee e 26 40
Other long-term liabilities .........ccooiiiiieeeee e 145 123
Total HADIITIES .....eeeeeiieiie et 7,913 6,723
Commitments and contingent liabilities
Equity:
MEMDEIS INEEIEST.....eiiieiiiiiiiie ettt ettt ettt e e e e e e e e e s s e e e eaaeees, 2,296 2,164
Accumulated other comprehensive 10SS ......ccccceeeiviiiiiiiiiieee e, (9) (12)
Total MEMDErS’ EQUILY .....vvveeii i ieeeees e e 2,287 2,152
NONCONTIOIING INTEIEST ... ...t e e e e e e e e eeean s 896 537
BIE0] = 1IN =To [0 1P 3,183 2,689
Total iabilitieS AN EOUILY .......oveeeeeeieeee et eee e $ 11,096 $ 9,412

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

(millions)
Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

Operating revenues:

Sales of natural gas and petroleum products a...ccceeeereeimmn 1,891 $ 2,496 $ 5674 $ 7,209
Sales of natural gas and petroleum products ttia##s............... 418 787 1,480 2,130
Transportation, storage and ProCeSSING ... eeeeeeeeeeeereeenaan, 93 100 267 287
Trading and marketing (losses) gains, Net.....ccceveveevveeeeevemnnn. (2) 77 67 81

Total Operating rEVENUES. ..........ccveivieceeeiriesieesieesteesre e senessaeas 2,400 3,460 7,488 9,707
Operating costs and expenses:

Purchases of natural gas and petroleum products.................. 1,881 2,506 5,522 7,038

Purchases of natural gas and petroleum produots fffiliates.... 72 251 471 776

Operating and MaiNtENANCE ...........cvveieiiriiieeeee e 183 162 509 472

Depreciation and amortization...............ceeeiieieiiiiiiiiiiiiiieeee 67 116 224 331

General and adminiStrative ................cceeeeeeeeeeieeieeeere e, 75 68 211 211

Total operating Costs and eXPENSES.......cceoweeereverrmmeeireereens 2,278 3,103 6,937 8,828

OPperating INCOME .........uueieieeiiiiiie e eereee e 122 357 551 879
Earnings from unconsolidated affiliates......cccc......oooiiiiiieeeeen. 9 9 26 21
INtETESt EXPENSE, NEL ... eeememeseeeeeeees s e s (43) (55) (146) (160)
Income before iINCOME taXES..........ouvei e e, 88 311 431 740
Income tax benefit (EXPENSE) .....coovviiiiii e 1 — (2) —
NETINCOME ...ttt vmmr et 89 311 429 740

Net loss (income) attributable to noncontrollingerests............. 6 (45) (58) (64)
Net income attributable to members’ iNterests . .........cceveeee. $ 95 $ 266 $ 371 $ 676

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)
(millions)
Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
NELINCOME ..ttt ettt ettt et e e et e e saee e saee e $ 89 $ 311 $ 429 % 740
Other comprehensive income:
Net unrealized gains (losses) on cash flow hedges......................c. 1 (6) 1 (1)
Reclassification of cash flow hedges into earnings..............ccccvvveees 1 5 10 15
Total other comprehensive INCOME (I0SS) ... cumreeeeesiiirrinnieeneaeans 2 (1) 11 4
Total comprehensive INCOME.............uuiiieeeeeee e 91 310 440 744
Total comprehensive loss (income) attributabl@dmcontrolling
1] (= (TS £ PSSR 5 (45) (66) (67)
Total comprehensive income attributable to membiettgrests.............. $ 9% $ 265 $ 374 % 677

See Notes to Condensed Consolidated Financial i8&ates.



DCP MIDSTREAM, LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(millions)
Nine Months Ended
September 30,
2012 2011
Cash flows from operating activities:
NEEINCOME ...ttt ee ettt e et e e st e e sate e sbeeesbeeetmeesbeeebeeesreeens $ 429 $ 740
Adjustments to reconcile net income to net casbvjited by operating activities:
Depreciation and amortiZation..............eeccceueeiiie i 224 331
Earnings from unconsolidated affiliates ... eeeeriiiiiiie e (26) (22)
Distributions from unconsolidated affiliateS. ...c.....cevvveivereeeeeeee, 28 31
Net unrealized losses (gains) on derivative iSRS .............ccoevvivviiiiimmmeneeenn. 12 (62)
Deferred income taxX DENefit ..............eim e ieiiiiiie e — (7
(@1 1= 0 o = PP PUUTPUTPPPTR 2 1
Changes in operating assets and liabilities wiginbvided (used) cash:
ACCOUNES receivable ... 298 (63)
INVENEOTIES ..ttt et e e e e e e e e e e e e e e s e branr e e aaaeaaeeaas (12) 10
ACCOUNES PAYADIE ... (525) 23
O BT et ———————————— (98) (5)
Net cash provided by operating actiVities ...cccv.vvveeiiiviiiiee e 332 978
Cash flows from investing activities:
Capital eXPENItUIES.........eiiii e (1,720) (688)
Acquisitions, net of cash acquUIred..........cccccvviiiiiiiiie e, (123) (79)
Investments in unconsolidated affiliates .......cccccceviiiiiiini e, (203) (6)
Proceeds from SAlE Of ASSELS. .........e. oo e e eeeeeeeeeeeeeeeeeeeeeeeee e enateeeeeeeeeeeseaaenns 1 12
Net cash used in iNvVesting aCtiVIties ......cceeeeeeeeeiiii i (1,945) (761)
Cash flows from financing activities:
Payment of dividends and distributions to members...........ccccoovieni e, (349) (539)
Proceeds from deDt..........oueiiii e 1,603 1,332
Payment Of debt .........uuiiii e (1,062) (1,004)
Proceeds from issuance of common units by a sidnsidnet of offering costs......... 445 152
Proceeds from (repayment of) commercial paper,.net............oooooiiieeeeeeiiennn, 1,074 (91)
Distributions paid to noncontrolling iNtErestS...........eeviiiiiiiiiieeeeee (81) (63)
Deferred fiNANCING COSES .......cooiiiii it cceeee e e (16) (7)
Net cash provided by (used in) financing activatie. ................ccevieiimmeeeeeeenaenen, 1,614 (220)
Net change in cash and cash equivalents. ..., 1 3)
Cash and cash equivalents, beginning of PerioG . ..........iiiiiiiinieeeieen, 9 8
Cash and cash equivalents, €nd Of PEIOG. . ceeweeeeiveivriiiieieee e sene e $ 10 $ 5

See Notes to Condensed Consolidated Financial ig&ates.



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

Members’' Equity
Accumulated

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

Balance, January 1, 2012........ccccoccvevimemeemciieeene $ 2,164 % 12) $ 537 $ 2,689
Dividends and distributions .............ccccccceerveerennnen. (310) — (81) (391)
Issuance of common units by a subsidiary, net of

Offering COSES....ccuviviiiiiiiecie et e, 71 — 374 445
Comprehensive income:

NELINCOME ... 371 — 58 429

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

Reclassification of cash flow hedges into earnings — 4 6 10

Total comprehensive income................ccceeee.. 371 3 66 440

Balance, September 30, 2012 ............c.cceeeeererenens. 3 22% $ 9 % 896 $ 3,183
Balance, January 1, 2011 .......ccceoovieiimmemciree e $ 2,073 % (13) 3 421 $ 2,481
Dividends and distributions .................eccceeiiiiinnes (567) — (63) (630)
Equity-based compensation.............ccccceeeeecnnnns — —
Issuance of common units by a subsidiary, net of

Offering COSES...uuuiiiiiiiiiiiie e, 31 — 121 152
Comprehensive income:

N T= T oo o 4= 676 — 64 740

Net unrealized losses on cash flow hedges......... — 4) @) (12)

Reclassifications of cash flow hedges into earsing — S 10 15

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

Balance, September 30, 2011 ..........cooevceeeeeeeeveee. B 2213 $ (12) $ 549 $ 2,750

See Notes to Condensed Consolidated Financial i8ttts.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Three and Nine Months Ended September 30, 2012 arzD11
(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&rergy, and 50% by Phillips 66 and its affiliates,Phillips 66. We operate in the
midstream natural gas industry. Our primary operadiconsist of gathering, processing, compressirgfing, transporting and
storing natural gas, and fractionating, transpastigathering, treating, processing and storing ratgas 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 we act as gaheartner. As of
September 30, 2012 and December 31, 2011, we ownexpproximate 25% and 26% limited partner intenetpectively.
Additionally, as of September 30, 2012 and Decendigr2011, we owned an approximate 1% general paitrterest in DCP
Partners, for both periods, as well as incentivarithution rights that entitle us to receive anneasing share of available cash as pre-
defined distribution targets are achieved. As teaegral partner of DCP Partners, we have respoitsilidlr its operations. We
exercise control over DCP Partners and we accourit Bis a consolidated subsidiary. Transactiortsvben us and DCP Partners’
operations have been identified in the condensedalidated financial statements as transactionsééat affiliates.

Prior to May 1, 2012, we were owned 50% by Conoddiips. On May 1, 2012, ConocoPhillips created timalependent publicly
traded companies by separating its downstream kas#s, including its 50% ownership interest intag newly formed publicly
traded company, Phillips 66.

We are governed by a five member board of diregtoemsisting of two voting members from each pamnpany and our
Chief Executive Officer, a non-voting member. Akcisions requiring the approval of our board ofetitors are made by simple
majority vote of the board, but must include atdeane vote from both a Spectra Energy and Phiigor ConocoPhillips prior to
May 1, 2012) board member. In the event the boanthot reach a majority decision, the decision ipegled to the Chief Executive
Officers of both Spectra Energy and Phillips 66.

These condensed consolidated financial statemefiect all normal recurring adjustments that arethie opinion of
management, necessary to present fairly the firsdpasition and results of operations for the regjwe interim periods. Certain
information and notes normally included in our aahfinancial statements have been condensed imotted from these interim
financial statements. Operating results for the¢hand nine months ended September 30, 2012 amecessarily indicative of the
results that may be expected for the year endingddeber 31, 2012. These condensed consolidateddialestatements should be
read in conjunction with our consolidated financiétements for the year ended December 31, 2011.

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

Certain amounts in the prior year’s condensed cheated financial statements have been reclasstfigtie current year
presentation.

2. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Acunting Standards Update, or ASU, 2011-04 “Fair Viaé¢ Measurement
(Topic 820): Amendments to Achieve Common Fair VallMeasurement and Disclosure Requirements in U.SAAP and IFRSs,”
or ASU 2011-04— In May 2011, the FASB issued ASU 2011-04 whiaghends Accounting Standards Codification, or ASCpito
820 “Fair Value Measurements and Disclosures” tarde the wording used to describe many of the mregoénts in U.S. GAAP for
measuring fair value and for disclosing informat@amout fair value measurements, clarify the FASBtent about the application of
existing fair value measurement requirements, drahge a particular principle or requirement for is@@ng fair value or for
disclosing information about fair value measurersefithe provisions of ASU 2011-04 became effectioeds on December 15,
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DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2012 arzD11
(unaudited)

2011. The provisions of ASU 2011-04 impact onlya@sures, and we have disclosed information in adance with the provisions
of ASU 2011-04 within these financial statements.

3. Acquisitions

On July 3, 2012, DCP Partners acquired the Crosig@aocessing plant and associated gathering systethe Crossroads
System, from Penn Virginia Resource Partners, foP$63 million. DCP Partners financed the acqudsitwith borrowings under its
revolving credit facility. The Crossroads Systepxdted in the southeastern portion of Harrison GgimEast Texas, includes
approximately 8 miles of gas gathering pipeline 8nMMcf/d cryogenic processing plant, approximgt20 miles of NGL pipeline
and a 50% ownership interest in an approximatehniile residue gas pipeline, or CrossPoint PipelitleC, which is accounted for
as an unconsolidated affiliate using the equity moek.

DCP Partners has accounted for the Crossroads i8ysisiness combination based on estimates of ihediue of assets
acquired and liabilities assumed. The purchaseepalocation is preliminary and is based on inigstimates of fair values at the date
of the acquisition. DCP Partners is currently eaing the preliminary purchase price allocation jethwill be adjusted as additional
information relative to the fair value of assetgldiabilities becomes available. This allocationyréhange in subsequent financial
statements pending the final estimates of fair eallihe preliminary purchase price allocation aSeptember 30, 2012 is as follows:

September 30,
2012
(millions)
Aggregate consideration..............c...eeceeemenn. $ 63
Accounts receivable.................ccceeeennnnns $ 4
Property, plant and equipment................... 63
Investments in unconsolidated affiliates..... 6
Other current liabilities .................evieeeeeene (4)
Other long-term liabilities........................... (6)
Total preliminary purchase price allocatian. $ 63

On April 12, 2012, DCP Partners announced thagi hcquired a 10% ownership interest in the Texge&ss Pipeline joint
venture, from Enterprise Products Partners L.PEmterprise, representing an approximate investroé$ig5 million in the joint
venture. In conjunction with the agreement, DCPtRens paid $11 million for its 10% ownership intstén the Texas Express
Pipeline joint venture, representing DCP Partnslteire of the investment through the closing dat@PPartners will be responsible
for spending approximately $75 million for its skeasf the remaining construction costs of the pipeliOriginating near Skellytown
in Carson County, Texas, the 20-inch diameter Tdxgzress Pipeline will extend approximately 580esito Enterprise’s NGL
fractionation and storage complex in Mont Belvidigxas, and will provide access to other third-pdagilities in the area. The Texas
Express Pipeline will have an initial capacity gffgoximately 280,000 barrels per day, or Bbls/deTrexas Express Pipeline has
long-term, fee-based, ship-or-pay transportatiomgitments, including a commitment from us of 20,@0ls/d. Enterprise will
construct and operate the pipeline, which is expedb be completed by the second quarter of 2013.

On April 12, 2012, we announced we have entered art agreement with Enterprise and Anadarko Patrol€orporation, or
Anadarko, to design and construct a new NGL pipslior the Front Range Pipeline, that will originénehe Denver-Julesburg Basin,
or the DJ Basin, in Weld County, Colorado and extapproximately 435 miles to Skellytown, Texas. VEaterprise and Anadarko
each hold a 33.33% interest in the Front Range IRipeThe Front Range Pipeline will connect to thiparty systems and the Texas
Express Pipeline, and will provide takeaway capaaiid market access to the Gulf Coast markets. Aoat Range Pipeline will
have an initial capacity of approximately 150,00018d. The Front Range Pipeline has long-term,fased, ship-or-pay
transportation commitments, including a commitmieaim us of 40,000 Bbls/d, which will increase to,880 Bbls/d in 2019.
Enterprise will construct and operate the pipelwaijch is expected to be in service in the fourtmagter of 2013.



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2012 arzD11
(unaudited)

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

During the nine months ended September 30, 201228dd, we paid tax distributions of $188 millionc$176 million,
respectively, based on estimated annual taxablenecallocated to Spectra Energy and Phillips 66GonocoPhillips prior to May 1,
2012) according to their respective ownership petages at the date the distributions became duenBthe nine months ended
September 30, 2012 and 2011, we declared and peaidiesthds of $161 million and $363 million, respeatly, to Spectra Energy and
Phillips 66 (or ConocoPhillips prior to May 1, 20 &llocated in accordance with their respectivenevship percentages.

During the nine months ended September 30, 2012284d, DCP Partners paid distributions of $76 roifliand $58 million,
respectively, to its public unitholders.

Phillips 66 and ConocoPhillips

Prior to May 1, 2012, we were owned 50% by Conoddiips. On May 1, 2012, ConocoPhillips created timalependent publicly
traded companies by separating its downstream kas#s, including its 50% ownership interest intag newly formed publicly
traded company, Phillips 66. In connection withstliansaction, or the Phillips 66 separation, Caritallips is not considered a
related party for periods after May 1, 2012. In cection with the Phillips 66 separation, as of Mgy2012, Chevron Phillips
Chemical, or CP Chem, is owned 50 percent by RislB6 and will continue to be considered a relgtady for periods after May 1,
2012.

Long-Term NGL Purchases Contract and Transactien$Ve sell a portion of our residue gas to Conocitipis and sell a
portion of our NGLs to Phillips 66 and CP Chem.dtrio May 1, 2012, we sold a portion of our NGLs@wnocoPhillips. In addition,
we purchase natural gas from and provide gathetmagsportation and other services to ConocoPlsillfpproximately 40% of our
NGL production is committed to Phillips 66 (or CacwPhillips prior to May 1, 2012) and CP Chem underexisting 15-year
contract, which expires in 2015. Should the contraat be renegotiated or renewed, it provides fdiva year ratable wind-down
period through 2020. The NGL contract also grartglips 66 (or ConocoPhillips prior to May 1, 201®)e right to purchase at
index-based prices certain quantities of NGLs piaatiiat processing plants that are acquired ana/ostcucted by us in the future in
various counties in the Mid-Continent and PermiaasB regions, and the Austin Chalk area. We anditgpcontinuing to purchase
and sell commodities with ConocoPhillips as a thirarty and with Phillips 66 and CP Chem as relgpadties, in the ordinary course
of business.

We are party to a 15-year gathering and procesagrgement with ConocoPhillips, which expires inuary 2026, whereby
ConocoPhillips has dedicated all of its natural gesduction within an area of mutual interest inl@hkoma and Texas. This contract
replaces and extends certain contracts that weiguely had with ConocoPhillips, and is considereithiad-party contract for periods
after May 1, 2012.

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 anceotervices to Spectra Energy. Management antiefpadntinuing to purchase and
sell commaodities and provide services to Spectrargpin the ordinary course of business.

DCP Partners had propane supply agreements witht&pEnergy that expired in April 2012, which praeid DCP Partners
propane supply at its marine terminals for up tpegximately 185 million gallons of propane annually

DCP Partners

On July 2, 2012, we contributed our minority owntggsinterests in two non-operated Mont Belvieu fianators, or the Mont
Belvieu Fractionators, to DCP Partners for aggregainsideration of $200 million. DCP Partners eetkinto a two-year term loan
agreement, which expires on July 2, 2014, to firm#it40 million of the aggregate purchase price. fidreaining $60 million
consideration was financed with the issuance by F@Rners of 1,536,098 common units to us. The $hitllon cash proceeds we
received were used to pay down our short-term baeimgs. The Mont Belvieu Fractionators consist 25 percent interest in the
Enterprise Fractionator, which is operated by Emtise, and a 20 percent interest in the Mont BaMié&ractionation Facility, which



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2012 arzD11
(unaudited)

is operated by ONEOK Partners. We will continueattcount for the Mont Belvieu Fractionators througlr ownership interest in
DCP Partners.

On March 30, 2012, we contributed our remaining&a®s interest in Southeast Texas Holdings, GP, artseast Texas, and
derivative instruments related to the SoutheastBestorage business, together the Southeast Teixistrbbm Business, to DCP
Partners, for consideration of $240 million, plusrking capital and other customary purchase prdje@stments of $21 million. $192
million of the consideration was financed with arpion of the proceeds from DCP Partners’ 4.95% HadtySenior Notes offering.
The remaining $48 million consideration was finadagith the issuance by DCP Partners of 1,000,41vmmon units to us. We also
provided fixed NGL commodity derivatives for thertée year period subsequent to closing valued atréidiion. Certain of the NGL
commodity derivatives were valued at $25 milliordanepresent consideration for the termination éde-based storage arrangement
that we had with DCP Partners in conjunction withinitial 33.33% interest in Southeast Texas; thaining portion of the
commodity derivatives, valued at $15 million, méitg a portion of DCP Partners’ currently anticimhtmmmodity price risk
associated with the gathering and processing podidhe 66.67% interest in Southeast Texas acdureMarch 30, 2012. The
contribution of our remaining 66.67% interest inuBloeast Texas represents a transaction betweeiesntnder common control. As
a result of this transaction, DCP Partners owns%@d the Southeast Texas Midstream Business, andileontinue to consolidate
the Southeast Texas Midstream Business througlvenership interest in DCP Partners.

On January 3, 2012, we completed the previouslyoameed contribution of our remaining 49.9% interiesDCP East Texas
Holdings, LLC, or East Texas, to DCP Partners,dggregate consideration of $165 million, less wogkeapital and other purchase
price adjustments of approximately $2 million, fonet purchase price of $163 million. DCP Partrferanced approximately $130
million of the aggregate purchase price with boriogs under its term loan. The remaining $33 milliconsideration was financed
with the issuance of 727,520 common units to usaAesult of this transaction, DCP Partners own@%®f East Texas, and we will
continue to consolidate East Texas through our agme interest in DCP Partners.

Transactions with other unconsolidated affiliates
We sell a portion of our residue gas and NGLs targhase 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,
2012 2011 2012 2011
(millions)
Phillips 66 (a):
Sales of natural gas and petroleum products titiat#s...................... $ 402 $ —  $ 648 $ —
Purchases of natural gas and petroleum produots fffiliates........... $ 29 % —  $ 43 % —
Operating and general and administrative eXpenses..................... $ 1 $ —  $ 2 3 —
ConocoPhillips (a):
Sales of natural gas and petroleum products tdiafic ..................... $ — % 77C  $ 78¢ $  2,08(
Transportation, storage and ProCes ...........coevveeevvveeeciiecveeeseieeenns $ — % 3 3 5 8 1C
Purchases of natural gas and petroleum products &ffiliates ........... $ — % 14¢  $ 17¢  $ 43€
Operating and general and administrative expens)....................... $ — —  $ 1 $ 3
Spectra Energy:
Sales of natural gas and petroleum products tdiafi ..................... $ — — 3 — 3 1
Purchases of natural gas and petroleum products &ffiliates ........... $ 17 $ 66 $ 161 $ 237
Operating and general and administrative eXpe..........ccceeeeerveenne $ 3 % 4 3% 9 3 1C
Unconsolidated affiliates:
Sales of natural gas and petroleum products tiliates ............cc........ $ 16 $ 17 $ 44 % 48
Transportation, storage and ProCes ........cccoccvereeereeeioneeerieesineans $ 3 % 5 $% 12 $ 13
Purchases of natural gas and petroleum products &ffiliates ........... $ 26 $ 36 $ 88 $ 10z

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

(b) The nine months ended September 30, 2012 includeichne insurance recovery receivables, which verated as a
reduction to operating expense in the condensedaatated statements of operations.
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We had balances with related parties and affikae follows:

September 30, December 31,

2012 2011
(millions)
Phillips 66 (a):
Accounts receivable..........ccocooeuune. $ 164 $ —
Accounts payab ...........cccceeveeeeenennes, $ (26) $ —
Other @SSE ..oeeeveeeeeeee e $ 3 % —
ConocoPhillips (a):
Accounts receivab ...............oooevvvvvnnee $ — % 287
Accounts payab .........ccocveveienieinnnnn, $ —  $ (73)
Other asse .........cccoevvvevvvveeee i, $ — 3 2
Spectra Energy:
Accounts receivab .........cccceeevveeeee.... $ 1 $ —
Accounts payab ........cccceeeeeiieeiineenen, $ 7 3 (30)
Other @SS ..vvvveveeeeeeeeeeeeeeeeeeee e $ 2 % 1
Unconsolidated affiliates:
Accounts receivab .........ccceeeeeinennnn. $ 20 $ 24
Accounts payab ........ccccoeeeeiieeeneenen, $ (18) % (24)

(a) In connection with the Phillips 6separatio, ConocoPhillips is na
considered a related party for periods after Al 2012 and
Phillips 66 is considered a related party for pegastarting May 1,
2012.
5. Inventories

Inventories were as follows:

September 30, December 31,

2012 2011
(millions)
NatUral gas.......cccoveeevieeeeniieeesieee e $ 17 $ 26
NGLS .ot 89 79
Total iINVENLONES ......ccoveeveeereecieeeerennens $ 106 $ 105

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

Depreciable  September 30, December 31,

Life 2012 2011
(millions)
Gathering and transmission syste............... 20-50years $ 6,417 $ 6,06¢
Processing, srage and terminal facilitic...... 35- 60year: 2,99¢ 2,90(
(O 1 1= 3-30 year 30¢€ 287
Construction work in progress................... 2,87 1,36¢
Property, plant and equipme.................... 12,59: 10,62:
Accumulated depreciation......................... (4,367 (4174
Property, plant and equipment, net.......... $ 8224 $ 6448

Interest capitalized on construction projects dgtine three and nine months ended September 3@, 2@% $25 million and $60
million, respectively. Interest capitalized on ctmistion projects during the three and nine morghded September 30, 2011 was $2
million and $11 million, respectively.

We revised the depreciable lives for our gatheidmgl transmission systems, processing, storageeamirtal facilities, and other
assets, effective April 1, 2012. The key contrilmgtifactors to the change in depreciable lives isrenease in the estimated remaining
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economically recoverable reserves, resulting framdevelopment of techniques that improve commagiibduction in the regions
our assets serve. Advances in extraction proceasmsg with improved technology used to locate coodlity reserves, is giving
producers greater access to unconventional commedBased on our property, plant and equipmerafaspril 1, 2012, the new
remaining depreciable lives resulted in an apprate60 million and $120 million reduction in depration expense for the three
and nine months ended September 30, 2012, respéctand will result in an estimated reduction iepteciation expense of
approximately $180 million for the year ended Ded@mn31, 2012.

In connection with our evaluation of depreciableels, we corrected the classification for certaigeds within the presentation of
our major classes of property, plant and equipneaendf December 31, 2011.

Depreciation expense for the three and nine moatited September 30, 2012 was $62 million and $20itom respectively.
Depreciation expense for the three and nine moatited September 30, 2011 was $109 million and $8ilion, respectively.

Asset Retirement Obligations- As of September 30, 2012 and December 31, 20ELhad $90 million and $73 million,
respectively, of asset retirement obligations, &@®s, in other long-term liabilities in the condedsmnsolidated balance sheets.
During the first quarter of 2012, we recorded amhea in estimate to increase our AROs by approxityek&2 million. The change in
estimate was primarily attributable to a reassesgrokanticipated timing of settlements and of triginal ARO estimated amounts.
For the three and nine months ended September®I®,Accretion expense was $2 million and $1 milicespectively. For the three
months ended September 30, 2011, accretion expeas&1 million and for the nine months ended Seften80, 2011, accretion
benefit was $1 million. Accretion expense is reaaddvithin operating and maintenance expense incondensed consolidated

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

September30, December 31

201z 2011
(millions)
Balance, beginning of perit........cccccceiviiiininee e, $ 73 % 79
ACCIetion EXPENSE ...vvvveeeiiciiiieeeeeecieeee e e e 1 —
LiabilitieS INCUIME( .....vueiieiiei e, 16 —
Liabilities Settled ..............c.covveeere oo eeee e — (6)
$ 9 $ 73

Balance, end of Peri..........ueeeiiiiiiiiiiiiii

7. Investments in Unconsolidated Affiliates
We had investments in the following unconsolidatdfiliates accounted for using the equity method:

Percentage September 30, December 31,

Ownership 2012 2011
(millions)

Discovery Producer Services, LLC..........ccceeceeeeeevimeenneen. 40.00% $ 159 % 107
Texas Express Pipeline Joint Venture.......ccccceeevvvvvvveeee.e, 10.00% 33 —
Main Pass Oil Gathering Company ...........coccccccvvveveennnnn. 66.67% 25 27
Front Range Pipeline Joint Venti..........ccccvvveieeiei e, 33.33% 17 —
Enterprise Fractionator ...........occuveeiiivremmeeeee i 12.50% 16 —
Mont Belvieu | Fractionation Facility.........ceeceeiviiiieeiennnn, 20.00% 14 12
CrossPoint Pipeling, LLC ........covvviiiiiiieieeeeeeee e 50.00% 6 —
Sycamore Gas Gathering System General Partnership... 48.45% 5 6
Other unconsolidated affiliates .............ccceeveeiceeeeecveeennn. Various 1 2

$ 27¢ % 154

Total investments in unconsolidated affiliates.............

There was a deficit between the carrying amourthefinvestment and the underlying equity of Discgveroducer Services,
LLC, or Discovery, of $31 million and $33 milliont&september 30, 2012 and December 31, 2011, reisplgtwhich is associated
with, and is being accreted over the life of, thederlying long-lived assets of Discovery.
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There was an excess of the carrying amount of testment over the underlying equity of Main Pagls@&athering Company,
or Main Pass, of $8 million at both September 3012 and December 31, 2011, respectively, whictssoaiated with, and is being
amortized over the life of, the underlying long-4id assets of Main Pass.

There was a deficit between the carrying amourthefinvestment and the underlying equity of Mont\Beu | Fractionation
Facility, or Mont Belvieu I, of $6 million at bottSeptember 30, 2012 and December 31, 2011, whiekssciated with, and is being
accreted over the life of, the underlying long-livassets of Mont Belvieu I.

Earnings from unconsolidated affiliates amountethefollowing:

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(millions)

Discovery Producer Services, Ll.......ccccccoveennneen. $ 3 $ 8 $ 11 % 1€
Main Pass Oil Gathering Compe...........cccceeeneee. — — — 1
Enterprise Fractionat...........ccccccooviiiiiiiniennenins 4 — 1C —
Mont Belvieu | Fraclonation Facility..................... 2 1 5 5
Other unconsolidated affiliates..............ccceeeeeeee, — — — (1)
Total earnings from unconsolidated affiliates... $ 9 8 9 $ 2€ % 21

The following tables summarize the combined finahaiformation of unconsolidated affiliates:

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(millions)
Income Statement:
Operating revenues...... $ 94 $ 74 $ 311 % 227
Operating expenses..... $ 52) $ 54) $ ar7) $ (165)
Netincome................... $ 42 % 20 % 132 $ 62
September 30, December 31,
2012 2011
(millions)
Balance sheet:
Current assets ..........ceeeueeens $.. 105 $ 68
Long-term assets ...........cc.eeee.. 1,139 499
Current liabilities..................... (161) (35)
Long-term liabilities................. (66) (51)
Net aSSetS.......ocovreeeen., $. (1,017) $ 481
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8. Fair Value Measurement
Determination of Fair Value

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

» Counterparty credit valuation adjustments are nemgswhen the market price of an instrument isindicative of the fair
value as a result of the credit quality of the ctenparty. Generally, market quotes assume thatalhterparties have near
zero, or low, default rates and have equal creddliy. Therefore, an adjustment may be necessargftect 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 neeagposition as of the measurement date in accaelaith our established
counterparty credit policy, which takes into accbany collateral margin that a counterparty maydaosted with us as
well as any letters of credit that they have 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, suclolésteral 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 dgreiace the last measurement date.

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

We manage our derivative instruments on a 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 portfolet any given time, and this approach is consisteittt 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 conttawvithin the portfolio, we allocate all valuatiadjustments down to the contract
level, to the extent deemed necessary, based ugoer ¢he notional contract volume, or the contreatue, whichever is more
applicable.

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

Our fair value measurements are grouped into eethegel valuation hierarchy. The valuation hieraréhbased upon the
transparency of inputs to the valuation of an assdiability as of the measurement date. The thmeels 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 isgthat are observable for
the asset or liability, either directly or indirdégtfor 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 tihéerarchy is based upon the input that requiredhilybest degree of judgment
in the determination of the instrument’s fair vall®llowing is a description of the valuation metlwogies used as well as the
general classification of such instruments pursuarie hierarchy.

Commodity Derivative Assets and Liabilities

We enter into a variety of derivative financial tnsments, which may include exchange traded insemt® (such as New York
Mercantile Exchange, or NYMEX, crude oil or natugals futures) or over-the-counter, or OTC, instrutsgsuch as natural gas
contracts, costless collars, crude oil or NGL swap#ie exchange traded instruments are generaltg@ed on the NYMEX
exchange with a highly rated broker dealer senasghe clearinghouse for individual transactions.

Our activities expose us to varying degrees of candity price risk. To mitigate a portion of this ksand to manage commodity
price risk related primarily to owned natural gasrage and pipeline assets, we engage in natusahgset based trading and
marketing, and we may enter into natural gas 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 ta& 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 uporeoisble 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 aawt as a whole, we would classify
the instrument within Level 3.

We also engage in the business of trading enerlatae products and services, which expose us tketafariables and
commodity price risk. We may enter into physicaht@cts or financial instruments with the objectiverealizing a positive margin
from the purchase and sale of these commodity-basgtduments. We may enter into derivative instrumsefor NGLs or other energy
related products, primarily using the OTC derivatimstrument markets, which are not as active &paid as exchange traded
instruments. Market quotes for such contracts maly be available for short dated positions (up tomonths), and an active market
itself may not exist beyond such time horizon. Qawts entered into with a relatively short time tzon for which prices are readily
observable in the OTC market are generally clasdifivithin Level 2. Contracts with a longer time fmm, for which we internally
generate a forward curve to value such instrumemtsgenerally classified within Level 3. The intefly generated curve may utilize
a variety of assumptions including, but not limited data obtained from third-party pricing servdcéistorical and future expected
relationship of NGL prices to crude oil prices, tkeowledge of expected supply sources coming oe, lexpected weather trends
within certain regions of the United States, and thture expected demand for NGLs.

Each instrument is assigned to a level within tiherérchy at the end of each financial quarter defdeg upon the extent to which
the valuation inputs are observable. Generallyingtrument will move toward a level within the hachy that requires a lower
degree of judgment as the time to maturity appre@acland as the markets in which the asset tradiktikely become more liquid and
prices more readily available in the market, theducing the need to rely upon our internally deypeld assumptions. However, the
level of a given instrument may change, in eithe#edtion, depending upon market conditions andahailability of market
observable data.
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Interest Rate Derivative Assets and Liabilities

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

Long-Term Assets

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

Nonfinancial Assets and Liabilities

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

We may utilize fair value on a recurring basis teasure our contingent consideration that is a tedertain acquisitions. The

inputs used to determine such fair value are pritps&iased upon internally developed cash flow madahd are classified within
Level 3.
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The following table presents the financial instrurtecarried at fair value, by condensed consoliddtalance sheet caption and
by valuation hierarchy, as described above:

September 30, 2012 December 31, 2011

Total Total

Carrying Carrying

Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3 Value

(millions)

Current assets (a):

Commodity derivative..................... $ 27 % 43  $ 28 3 95 3 VI 58 % 22 3 107
Long-term assets:

Commodity derivatives (I................. $ 15 ¢ 8 $ 4 % 27 $ 1  $ 7 % 5 % 23

Company owned life insurance ...... $ —  $ 23 3 — 3 22 % — % 18 $ — 3 18

Current liabilities (d):

Commodity derivative..................... $ 36) $ 53 $ 24) $ (113 $ 36) $ (53 $ 3 $ 97

Interest rate derivativi..................... $ — 8 4 $ — 3 4 $ — 3 16) $ — 3 (16)
Long-term liabilities (e):

Commodity derivative..................... $ 11 $ 10) $ 2 $ 23) $ 6) $ 28) $ 1 $ (35)

Interest rate derivativi..................... $ — 8 3 % — 3 3 % — 3 5) $ — (5)

(@) Included in current unrealized gains on derivafivgtruments in our condensed consolidated balaheets.

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

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

Changes in Levels 1 and 2 Fair Value Measurements

We manage our overall risk at the portfolio levahd in the execution of our strategy, we may use@bination of financial
instruments, which may be classified within anydéwVe typically use OTC derivative contracts irder to mitigate a portion of our
exposure to natural gas, NGL and condensate phieages. We also may enter into natural gas detigatto lock in margin around
our storage and transportation assets. These insints are generally classified as Level 2. The ieigation to classify a financial
instrument within Level 1 or Level 2 is based upthe availability of quoted prices for identical similar assets and liabilities in
active markets. Depending upon the information igambservable in the market, and/or the use ofitieal or similar quoted prices,
which are significant to the overall valuation, tblassification of any individual financial instriant may differ from one
measurement date to the next. To qualify as a feanthe asset or liability must have existed ie fbrevious reporting period and
moved into a different level during the current jpel. Amounts transferred in and out of Level 1 drelel 2 are reflected at fair value
as of the end of the period. During the three aimkermonths ended September 30, 2012 and 2011, dedaransfers from Level 1
to Level 2 of the fair value hierarchy. During thieree and nine months ended September 30, 2012@ht, we had the following
transfers from Level 2 to Level 1 of the fair valbéerarchy:

Transfers from Level 2 to Level 1

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(millions)
CUITeNt asSets (&) ......covvevrereeeresses s $ — % — 3 — 3 —
LONG-term asse (a)......coceevveevveerveenne, $ — $ — % 1% —
Current liabilitie: (a) .........cocevvveeeereennn, $ — $ — 3 — ¢ —
Long-term liabilities (@) .......c...ccveeene... $ — $ — % 1 $ Q)

(a) Financial instruments have moved into a lower ledeéd to the passage of tin
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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 observabléhie market, and/or the use of unobservable inputéch are significant to the
overall valuation, the classification of any indivial financial instrument may differ from one meesment date to the next. The
significant unobservable inputs used in determirfaigvalue include adjustments by other marketdahsr independently sourced
market data such as historical commodity volaghti crude oil future yield curves, and/or countetypapecific considerations. In the
event that there is a movement to/from the clasatfon of an instrument as Level 3, we have refelcsuch items in the table below
within the “Transfers into Level 3” and “Transfeosit of Level 3" captions.
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We manage our overall risk at the portfolio levahd in the execution of our strategy, we may usembination of financial
instruments, which may be classified within anydé\Since Level 1 and Level 2 risk management imstents are not included in the
rollforwards below, the gains or losses in the &btio not reflect the effect of our total risk ma@eanent activities.

Commodity Derivative Instruments

Current Long-Term Current Long-Term
Assets Assets Liabilities Liabilities
(millions)
Three months ended September 30, 2012 (a):
Beginning balanCe ...........cccveiviiive e e $ 46 $ 5 % (56) $ (4)
Net realized and unrealized (losses) gains indludesarnings (h)... (20) Q) 5 2
Transfers into Level 3 (€)...c.uvveeiiiieaeiieiiiiieee e — — — —
Transfers out Of LeVel 3 (C) ...ooooeeviieieeeeeeiiee e (4) — 2 —
SEHIBMENLS ....v.vivieceeiveteteecee ettt n e s enaee (7) — 25 —
ENAING DAIANCE ... $ 25 $ 4% (24) $ (2)
Net unrealized (losses) gains still held include@arnings (b)........ $ B $ (2) $ (1) $ 3
Three months ended September 30, 2011 (a):
Beginning balanCe ...........c.covouveueeieeee e $ 32 % 1 3 32) $ —
Net realized and unrealized gains (losses) indludesarnings (h)... 15 (1) (8) 2)
Transfers into Level 3 (C).....uvveeeiiieiiiieiiiiieee e — — — —
Transfers out of Level 3 (c) — 3) 1 —
SEIEMENTS .ottt eeeeeeeeeeeeeeeeeee e s (17) — 18 —
ENAING DAIANCE ........oocvveceeeeeeeeeeeeee e 30 $ 7% (21) $ (2)
Net unrealized gains (losses) still held includeearnings (b)........ $ 1 % (4) $ (5) $ (2)
Nine months ended September 30, 2012 (a):
Beginning balance ...........cccoviiiiiii e $ 23 ¢ 5 % 8% Q)
Net realized and unrealized gains (losses) indudesarnings (h)... 14 1) (24) (1)
Transfers into LEVEI 3 (C)..eivvveeeiiiiiie e — — — —
Transfers out of LEVElI 3 (C) ..uvvvveeiiiiiieeeee e 4) — 3 —
SELHEMENLS ...ttt ee et en s (8) — 5 —
ENAING DAIANCE ........oeovvvceeeeeeeeeeeee et $ 25 % 4 % (24) $ (2)
Net unrealized gains (losses) still held includeearnings (b)........ $ 23 $ 1) $ (23) $ (1)
Nine months ended September 30, 2011 (a):
Beginning balancCe ..........cooeiiiiii e $ 50 $ 10 $ (45) $ )
Net realized and unrealized gains (losses) indudesarnings (h)... 38 2 (36) (1)
Transfers into LEVEI 3 (C)..eivvveeeiriiiie e — — — —
Transfers out of LEVElI 3 (C) ..vvvveeiiiiieeeee e (18) Q) 8 —
SELHEMENLS ......ecececeeetetete ettt en e (40) — 52 —
ENAING DAIANCE ........cocveeeeeeeeeeeeeee e $ 30 % 7% (21) $ (2)
Net unrealized gains (losses) still held includeearnings (b)........ $ 26 $ 3 $ (13) $ (2)

(@) There were no purchases, issuances and salesigétiees for the three and nine months ended Sep&80, 2012 and 2011.

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

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

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

Fair Value Forward Curve

Product Group (millions) Range
Assets:
NGLS .ocoveevecieceee e $ 28 $0.19-%$2.02  Pergallon
Natural Gas..................... 1 $3.65-$4.39  Per MMBtu (a)
Total assets.................. $ 29
Liabilities:
NGLS ...oeeeiiieeieivceciee e 3 (25) $0.19-%2.02 Per gallon
Natural gas.......c.cocoeeee... (1)  $3.65-%$4.39  Per MMBtu
Total liabilities............... $ (26

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

Valuation of a contract’s fair value is validateg an internal group independent of the marketingugr. While common industry
practices are used to develop valuation techniqetesnges in pricing methodologies or the underly@sgumptions could result in
significantly different fair values and income repotion. When available, quoted market prices acgs obtained through external
sources are used to determine a contract’s fauezaFor contracts with a delivery location or duwatfor which quoted market prices
are not available, fair value is determined basegncing models developed primarily from historieend expected relationship with
guoted market prices.

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

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

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

The fair value of accounts receivable, accountsapéey and short-term borrowings are not materialffedent from their carrying
amounts because of the short-term nature of thesteuiments or the stated rates approximating magkes. Derivative instruments
are carried at fair value. As of September 30, 2Gh2 carrying and fair value of our long-term detms $4,361 million and $4,869
million, respectively. As of December 31, 2011, terying and fair value of our long-term debt w#®,820 million and $4,264
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million, respectively. We determine the fair valakour variable rate debt based upon the discouptedent value of expected future
cash flows, taking into account the difference betw the contractual borrowing spread and the spi@agimilar credit facilities
available in the marketplace. We determine theaiue of our fixed-rate debt based on quotes oigdifrom bond dealers. We
classify the fair value of our outstanding debtdrades within Level 2 of the fair value hierarchy.

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

SNOM-TEIM DOITOWING ...ttt e e e ettt ettt e e e e e e e e e e e e e e e e et e e e aaaaaaeas $ 1,44: % 37C
DCP Midstream’s debt securities:

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

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

Issued February 2009, interest at 0% payable semiannually, due March 2................ 45C 45C

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

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

Issued August 200, interest at 8.125% payable semiannually, dugusu 2030 (z............. 30C 30C

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

Issued September 2007, interest at 6.750% payanéasinually, due September 2(....... 45C 45C
DCP Midstream teri loan, variable interesateof 1.605%, due September 20................. 25C —
DCP Partners’ debt securitir

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

Issued March 2012, intest at 4.95% payable semiannually, due April Z...................... 35C —
DCP Partners’ term loan facility, variable interrate of 1.62%, due July 201.................... 14C —
DCP Partners’ revolving credit facility, weight-average variable interest rate1.4¢%

and 1.69%respectively, due November 201D)............oeeviiiiiiiiiiii e, 30C 497
Fair value adjustments related to interest ratepsfa@ value hedgesa) .........cccveveervninnnn, 33 34
Unamortized discount (12) (11)

TOAl AED ... e 5,80¢ 4,19(
Short-term borrowings (1,444 (370,

Total long-term debt $ 4,361 $ 3,82(

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

(b) $150 million has been swapped to a fixed interase obligation with effective fixed interest ratemging from
2.94% to 2.99%, for a net effective interest rat@ @4% on the $300 million of outstanding debt @ndCP
Partners’ revolving credit facility as of Septemtag, 2012. $450 million of debt was swapped toxedi-rate
obligation with effective interest rates rangingifin 2.94% to 5.19%, for a net effective rate of £86n the $497
million of outstanding debt under the DCP Partnees/olving credit facility as of December 31, 2011.

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

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

DCP Midstream’s Credit Facilities with Financial stitutions— On March 2, 2012, we entered into a $2 billion réwng credit
facility, or the $2 Billion Facility, which matures March 2017 and terminated our existing $1,250iam revolving credit facility
which would have matured in March 2015 and our 8rg $450 million revolving credit facility which wuld have matured in April
2012, or together the $1.7 Billion Facilities. T2 Billion Facility allows for up to two one-yeaxtensions of the March 2017
maturity date, subject to lender consent. Thereawmr borrowings outstanding under the $2 BilliorcHity as of September 30, 2012.
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The $2 Billion Facility may be used to support asammercial paper program, our capital expansiorg@am, working capital
requirements and other general corporate purpasesh as for letters of credit. As of September, 2012 and December 31, 2011,
we had $1,444 million and $370 million of commelgi@per outstanding, backed by the $2 Billion Fiigind the $1.7 Billion
Facilities, respectively, which are included in stterm borrowings in our condensed consolidateldibze sheets. As of September
30, 2012 and December 31, 2011, we had $6 milliod &7 million, respectively, in letters of credititstanding. As of September 30,
2012, the available capacity under the $2 BillicaxcHity was $550 million.

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

The $2 Billion Facility bears interest at eithet) LIBOR, plus an applicable margin of 1.175% basedour current credit rating;
or (2) (a) the base rate which shall be the highiewells Fargo Bank N.A.’s prime rate, the Feddrainds rate plus 0.50% or the
LIBOR Market Index rate plus 1% plus (b) an apphéamargin of 0.175% based on our current credinga The $2 Billion Facility
incurs an annual facility fee of 0.20% based on cunrent credit rating. This fee is paid on drawrdaundrawn portions of the $2
Billion Facility.

The Term Loan bears interest at either: (1) LIBQRis an applicable margin of 1.375% based on ourent credit rating; or (2)
(a) the base rate which shall be the higher of R@ank of Canada’s prime rate, the Federal Funds pdus 0.50% or the LIBOR
Market Index rate plus 1% plus (b) an applicablergia of 0.375% based on our current credit ratifge Term Loan incurs an
annual commitment fee of 0.20% based on our curcesdit rating. This fee is paid on undrawn portoof the Term Loan.

The $2 Billion Facility and the Term Loan requiras to maintain a consolidated leverage ratio (ttérof consolidated
indebtedness to consolidated EBITDA as defined)atfmore than 5.0 to 1.0, and following the consuation of qualifying
acquisitions (as defined), not more than 5.5 tg dia temporary basis for three consecutive qusyiacluding the quarter in which
such acquisition is consummated. Any drawn amountier the Term Loan are required to be repaid frpoceeds from the sale or
contribution of the Sand Hills Pipeline or the Sbetn Hills Pipeline. Commencing with the fiscal fpet ending December 31, 2012
and continuing through the fiscal period ending Bexber 31, 2013, the definition of consolidated EBA under the $2 Billion
Facility and the Term Loan has been amended tonallir additional adjustments related to certainjpots.

DCP Partners’ Debt Securities- On March 13, 2012, DCP Partners issued $350iomilbf 4.95% 10-year Senior Notes, or the
DCP Partners 4.95% Notes, due April 1, 2022. DCRrias received proceeds of $346 million, net oflarwriters’ fees, related
expenses and unamortized discounts, which were tasteohd the cash portion of DCP Partners’ acqigsitof our 66.67% remaining
interest in Southeast Texas and to repay fundsdveed under DCP Partners’ Credit Agreement and t#Partners Term Loan.
Interest on the notes will be paid semiannuallyApril 1 and October 1 of each year, commencing atdDer 1, 2012. The
underwriters’ fees and related expenses are defénrether long-term assets in the condensed castest@ld balance sheets and will be
amortized over the term of the notes.

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

DCP Partners’ Credit Facilities with Financial Ingtitions— On July 2, 2012, DCP Partners entered into a @yerm loan
agreement, or the $140 Million Term Loan, and baeveal $140 million to fund the cash portion of itscagsition of the Mont Belvieu
Fractionators. The DCP Partners Term Loan will maton July 2, 2014. Effective November 1, 2012, phieceeds of any subsequent
indebtedness issued with a maturity date after 208014 must first be used to prepay the $140 ighllTerm Loan. Indebtedness
under the $140 Million Term Loan bears interese#her: (1) LIBOR, plus an applicable margin of I5%6 based on DCP Partners’
current credit rating; or (2) (a) the higher of Surast Bank’s prime rate, the Federal Funds rates @150% or the LIBOR Market
Index rate plus 1%, plus (b) an applicable mardi®.@5% based on DCP Partners’ current credit gatithe $140 Million Term Loan
Agreement requires DCP Partners to maintain a kgerratio (the ratio of DCP Partners’ consolidatetebtedness to DCP Partners’
consolidated EBITDA, in each case as defined by$hé0 Million Term Loan Agreement), consistent witte DCP Partners’ Credit
Agreement, as described below. On January 2, 20@i3Jaly 2, 2013, one-time payments of 0.125% ar&d%, respectively, on the
outstanding principal amount of the $140 MillionrfeLoan are required.
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On January 3, 2012, DCP Partners entered into adt-term loan agreement and borrowed $135 milli@imich was used to fund
a portion of DCP Partners’ acquisition of our remiaig 49.9% interest in East Texas. In March 201ZMPartners repaid this term
loan with proceeds from the DCP Partners 4.95% Klote

DCP Partners has a $1 billion revolving credit figj or the DCP Partners’ Credit Agreement, thaateres November 10, 2016.
As of both September 30, 2012 and December 31, 2DCP Partners had $1 million of letters of crediued under the DCP
Partners’ Credit Agreement. As of September 30,2@e unused capacity under the revolving creatiilfty was $699 million.

The DCP Partners’ Credit Agreement bears interesither: (1) LIBOR, plus an applicable margin a25% based on DCP
Partners’ current credit rating; or (2) (a) the baate which shall be the higher of Wells Fargo B&hA.’s prime rate, the Federal
Funds rate plus 0.50% or the LIBOR Market Indexerptus 1% plus (b) an applicable margin of 0.25%édxhon DCP Partners’
current credit rating. The revolving credit fagflincurs an annual facility fee of 0.25% based o@®Partners’ current credit rating.
This fee is paid on drawn and undrawn portionshaf tevolving credit facility.

The DCP Partners’ Credit Agreement requires DCRrfeas to maintain a leverage ratio (the ratio &B Partners’ consolidated
indebtedness to DCP Partners’ consolidated EBITDA&ach case as is defined by the Credit Agreemainipt more than 5.0 to 1.0,
and following the consummation of qualifying acqtitns (as defined by the DCP Partners’ Credit Agreent), not more than 5.5 to
1.0, on a temporary basis for three consecutivetgus, including the quarter in which such acquasitis consummated.

Other Agreements— DCP Partners had a contingent letter of crealility for up to $10 million, which expired in Jyl2012.

Other Financing— During the three months ended September 30, 2DCE, Partners issued 554,589 of its common unitslen
an on-going equity distribution agreement with mafincial institution and received proceeds of $28iam, net of commissions and
offering costs. During the nine months ended Sejemn30, 2012, DCP Partners issued 893,389 of itaroon units, under the on-
going equity distribution agreement and receivedgeeds from units issued of $37 million, net of aoiesions and offering costs.

In July 2012, DCP Partners closed a private placgméequity with a group of institutional inves®m which DCP Partners
sold 4,989,802 of its common units at a price 063%5 per unit and received proceeds of $174 millioet of offering costs.

In March 2012, DCP Partners issued 5,148,500 afdtsmimon units at $47.42 per unit. DCP Partnersikexkproceeds of $234
million, net of offering costs.

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

Our day-to-day operations expose us to a varietysi 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 estalgislicies limiting exposure to market risk and reqgug daily reporting to
management of potential financial exposure. ThadiEies include statistical risk tolerance limitsing historical price movements to
calculate daily value at risk. The following brigftlescribes each of the risks that we manage.

Commodity Price Risk

Our portfolio of commodity derivative activity isrpgmarily accounted for using the mark-to-market hed of accounting;
however, depending upon our risk profile and objexg, 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 markettigitees engage in the business of trading enegjgted products and
services, including managing purchase and saletghios, storage contracts and facilities, and saortation commitments for
products. These energy trading operations are eegptsmarket variables and commodity price riskhwigéspect to these products
and services, and we may enter into physical catgrand financial instruments with the objectivereflizing a positive margin from
the purchase and sale of commodity-based instrusn&Yié manage commodity price risk related to ouured gas storage and
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pipeline assets by engaging in natural gas assstdaading and marketing. The commercial actigitielated to our natural gas asset
based trading and marketing primarily consist afeispreads and basis spreads.

We may execute a time spread transaction whenifference between the current price of natural ¢resh or futures) and the
futures market price for natural gas exceeds oust obstoring physical gas in our owned and/or Eghstorage 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 meaiand establishing an equal short gas positiadifferent point in time. We
typically use swaps to execute these transactiowhsh are not designated as hedging instrumentsaa@decorded at fair value with
changes in fair value recorded in the current pggdondensed consolidated statements of operatiwhéle gas held in our storage
locations is recorded at the lower of average cosharket, the derivative instruments that are usethanage our storage facilities
are recorded at fair value and any changes inviaiue are currently recorded in our condensed clishst@d statements of operations.
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 markeditimm exists, we may execute
derivative instruments around this differentiatla¢ market price. This basis spread transactiamalus to lock in a margin on our
physical purchases and sales of gas. We typicaé/swaps to execute these transactions, whichatréasignated as hedging
instruments and are recorded at fair value withndes in fair value recorded in the current periothdensed consolidated statements
of operations. As discussed above, the accountinglfiysical gas purchases and sales and the adnguot the derivative
instruments used to manage such purchases anddsfiégesand may subject our earnings to marketatiity, even though the
transaction represents an economic hedge in whiehawve locked in a future margin.

In order for our storage facility to remain operatal, a minimum level of base gas must be maintimeeach storage cavern,
which is capitalized on our condensed consoliddtaince sheets as a component of property, plahegaipment, net. During 2011,
we commenced an expansion project to build an auttht storage cavern. Upon completion of the expamgroject, we will be
required to purchase a significant amount of bas&tg bring the storage cavern to operation. Tagate risk associated with the
forecasted purchase of natural gas in June, Julyfargust 2013, we executed a series of derivatiwaricial instruments, which have
been designated as cash flow hedges. These cagthéidges were in a loss position of $3 million dSeptember 30, 2012, and will
fluctuate in value through the term of constructiémy effective changes in fair value of these dative instruments will be deferred
in AOCI until the underlying purchase of inventoogcurs. While the cash paid or received upon saitlet of these hedges will
economically offset the cash required to purch&settase gas, following completion of the additiostairage cavern, any deferred
gain or loss at the time of the purchase will remai AOCI until the cavern is emptied and the bases is sold. As of September 30,
2012, there was a deferred loss of $3 million remiagd in AOCI in relation to our 2009 storage cavexpansion, and will remain in
AOCI until such time that the cavern is emptied d@hd base gas is sold.

NGL Proprietary Trading

Our NGL proprietary trading activity includes tragj energy related products and services. We unkietteese activities through
the use of fixed forward sales and purchases, tmsisspread trades, storage opportunities, putbgdibns, term contracts and spot
market trading. These energy trading operationsapmsed to market variables and commodity prisk with respect to these
products and services, and these operations may gmib physical contracts and financial instrungewith the objective of realizing
a positive margin from the purchase and sale of wadity-based instruments. These physical and fir@irestruments are not
designated as hedging instruments and are recatiedr value with changes in fair value recordedhe current period condensed
consolidated statements of operations.

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

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 thesmmodities creates commodity price risk due to nedidhanges in commaodity
prices, primarily with respect to the prices of N§Llnatural gas and crude oil. DCP Partners hagatiid a portion of its expected
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commodity cash flow risk associated with these gguolumes through 2016 with commodity derivativestruments. DCP Partners’
commodity derivative instruments used for its hedgprogram are a combination of direct NGL prodwctjde oil and natural gas
hedges. Due to the limited depth of the NGL derives market, DCP Partners has used crude oil s\aapgscostless collars to
mitigate a portion of its commodity price risk exqare for NGLs. Prices of NGLs have generally beelated to the price of crude oil,
however, there are some periods of time when NGtipg may be at a greater discount to crude oitjprg, resulting in additional
exposure to NGL commodity prices. During 2012, thiationship of NGLs to crude oil has been loweanrhistorical relationships,
however, a significant amount of DCP Partners’ Niiddges in 2012 and 2013 are direct product hedgfs=n crude oil swaps
become short-term in nature, DCP Partners may paradly convert certain crude oil derivatives to N@erivatives by entering into
offsetting crude oil swaps while adding NGL swapbese transactions are primarily accomplished thhathhe use of forward
contracts that exchange DCP Partners’ floatingeorisk for a fixed price. DCP Partners also utibzeostless collars that minimize its
floating price risk by establishing a fixed pricdedr and a fixed price ceiling. However, the typEinstrument that DCP Partners uses
to mitigate a portion of its risk may vary dependian DCP Partners’ risk management objective. Thisgsactions are not
designated as hedging instruments for accountinggees and the change in fair value is reflectethncurrent period within our
condensed consolidated statements of operations.

Interest Rate Risk

We enter into debt arrangements that have eitbedfior floating rates, therefore we are exposethéoket risks related to
changes in interest rates. We periodically userggerate swaps to convert variable interest readisced rates on our existing debt
and to lock in rates on our anticipated future fixeate debt, respectively. Our primary goals in@u¢ll) maintaining an appropriate
ratio of fixed-rate debt to floating-rate debt; (Bducing volatility of earnings resulting from arest rate fluctuations; and (3) locking
in attractive interest rates based on historicédsa

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

At December 31, 2011, DCP Partners had interestsatap agreements totaling $450 million, of whicE® Partners had
designated $425 million as cash flow hedges andawcted for the remaining $25 million under the maokmarket method of
accounting. In March 2012, DCP Partners paid dovgodion of the DCP Partners’ Credit Agreement. dAesult of the pay down of
the DCP Partners’ Credit Agreement, DCP Partnessatitinued cash flow hedge accounting on $225 amilbf its interest rate swap
agreements. $300 million of swap agreements seitti¢lde second quarter of 2012.

At September 30, 2012, DCP Partners had interésta@ap agreements extending through June 201ingB150 million,
which DCP Partners has designated as cash flowdsdg

Effectiveness of DCP Partners’ interest rate swgigaments designated as cash flow hedges is detedny matching the
principal balance and terms with that of the spiecifobligation. The effective portions of changedair value are recognized in
AOCI in the condensed consolidated balance shewtsaee reclassified into earnings as the hedgetstretions impacted earnings.
However, due to the volatility of the interest rat@arkets, the corresponding value in AOCI is subjecchange prior to its
reclassification into earnings. Ineffective portioof changes in fair value are recognized in eaggin

At September 30, 2012, $150 million of the agreetsenprice prospectively approximately every 30sldynder the terms of
the interest rate swap agreements, DCP Partnessfpaad-rates ranging from 2.94% to 2.99%, and reeg interest payments based
on the one-month LIBOR.

In March 2012, DCP Partners settled $195 millioritsfforward-starting interest rate swap agreeméot$7 million. The
remaining net deferred losses of $5 million in AO@ill be amortized into interest expense associatétt DCP Partners’ long-term
debt through 2022.

We previously had interest rate cash flow hedgeskfair value hedges in place that were terminated00 and 2008,
respectively. As a result, the remaining net losgedred in AOCI relative to these cash flow hedges the remaining net loss
included in long-term debt relative to these fa@we hedges will be reclassified to interest exgatisough the remaining term of the
debt through 2030, as the underlying transactiomsact earnings.
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Credit Risk

Our principal customers range from large, natuid gharketing services to industrial end-users formatural gas products and
services, as well as large multi-national petrocteainand refining companies, to small regional prop distributors for our NGL
products and services. Substantially all of ourunak gas and NGL sales are made at market-basedgrApproximately 40% of our
NGL production is committed to Phillips 66 (or CacwPhillips prior to May 1, 2012) and CP Chem, bottated parties, under an
existing 15-year contract, the primary productiamanitment of which expires in 2015. This concentratof credit risk may affect
our overall credit risk, in that these customersyrha similarly affected by changes in economic,ulegory or other factors. Where
exposed to credit risk, we analyze the counterpattinancial condition prior to entering into agreement, establish credit limits and
monitor the appropriateness of these limits on againg basis. We may use various master agreentieatsnclude language giving
us the right to request collateral to mitigate dtexposure. The collateral language provides feoanterparty to post cash or letters
of credit for exposure in excess of the establistiedshold. The threshold amount represents an opeit limit, determined in
accordance with our credit policy. The collatermhfjuage also provides that the inability to podtateral is sufficient cause to
terminate a contract and liquidate all positiomsabdition, our master agreements and our stangaschnd NGL sales contracts
contain adequate assurance provisions, which aliswo suspend deliveries and cancel agreementnraginue deliveries to the buyer
after the buyer provides security for payment isagisfactory form.

Contingent Credit Features

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

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

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

* In some cases, our ISDA contracts contain crossuleprovisions that could constitute a credit-riskated contingent
feature. For example, if we were to fail to makeegjuired interest or principal payment on a delstimment, above a
predefined threshold level, and after giving effectiny applicable notice or grace period as defiirethe ISDA contracts,
our ISDA counterparties may have the right to resjiearly termination and net settlement of any tanding derivative
positions.

Depending upon the movement of commodity prices iatetest rates, each of our individual contractweounterparties to our
commodity derivative instruments or interest rat@p instruments are in either a net asset or adility position. Our commodity
derivative contracts that are not governed by ISEohtracts do not have any credit-risk related aogeint features. As of September
30, 2012, we had $29 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, wieih a net asset or net liability position, as s any cash collateral already
posted. As of September 30, 2012, if a credit-rislated event were to occur, we may be requiregdst additional collateral.
Although our commaodity derivative contracts thahtain credit-risk related contingent features wiera net liability position as of
September 30, 2012, if a credit-risk related ewsate to occur, the net liability position would Ipartially offset by contracts in a net
asset position reducing our net liability to $25llon.

As of September 30, 2012, DCP Partners had $150omibf individual interest rate swap instrumentst were in a net liability
position of $7 million and were subject to credisk related contingent features. If DCP Partnersente have an event of default
relative to any covenants of the DCP Partners’ @rddreement, that occurs and is continuing, themterparties to DCP Partners’
swap instruments have the right to request that P@Rners net settle the instrument in the forncagh.
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Collateral

As of September 30, 2012, we held cash of $1 millimcluded in other current liabilities in the cdensed consolidated balance
sheet related to cash postings by third partied,latiers of credit of $59 million from counterpas$ to secure their future
performance under financial or physical contra¥i®& had cash deposits with counterparties of $2Tionilincluded in other current
assets as of September 30, 2012, to secure owgadldis to provide future services or to performefincial contracts. As of September
30, 2012, DCP Partners had no cash collateral gostth counterparties to its commaodity derivativesiruments. As of September
30, 2012, we had issued and outstanding parentaiaguees totaling $25 million in favor of certaiounterparties to DCP Partners’
commaodity derivative instruments to mitigate a pamtof DCP Partners’ collateral requirements witlo$e counterparties. DCP
Partners pays us a fee of 0.50% per annum on thaaeantees. These parental guarantees reduce thenaof cash DCP Partners
may be required to post as collateral. Collaterabants held or posted may be fixed or may vary,efeging on the value of the
underlying contracts, and could cover normal pusesaand sales, trading and hedging contracts. Imyroases, we and our
counterparties publicly disclose credit ratings,jethmay impact the amounts of collateral requiretsen

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

Summarized Derivative Information

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

September 30, December 31,

2012 2011
(millions)
Commaodity cash flow hedges:
Net deferred losses in AO............... $ B) % (5)
Interest rate cash flow hedg
Net deferred losses in AOCI............ (4) (7)
TOtal AOCl ... $ © s (12)

26



DCP MIDSTREAM, LLC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Continued
Three and Nine Months Ended September 30, 2012 arzD11
(unaudited)

The fair value of our derivative instruments tha¢ @esignated as hedging instruments and thosathaharked-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 2012 2011 Balance Sheet Line Item 2012 2011
(millions) (millions)
Derivative Assets Designated as Hedging Instrumerts Derivative Liabilities Designated as Hedging Instuments:
Interest rate derivatives: Interest rate derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ — — instruments — current............ $ 4 3 (16)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... 3) (5)
$ — $ — $ 7 3 (21)
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealizeclosse<on derivative
instruments — current............ $ — $ — instruments — current............ $ 3 3 —
Unrealized gains oderivative Unrealized losses on derivati
instruments — long-term......... — — instruments — long-term......... — (3)
$ — $ — $ 3 % 3)
Derivative Assets Not Designated as Hedging Instruemts: Derivative Liabilities Not Designated as Hedging Irstruments:
Commodity derivatives: Commodity derivatives:
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — current............ $ 95 $ 107 instruments — current............ $ (110) $ (97)
Unrealized gains on derivati\ Unrealized losses on derivati
instruments — long-term......... 27 23 instruments — long-term......... (23) (32)
$ 122 $ 130 $ (133) $ (129)

The following table summarizes the impact on oundensed consolidated balance sheets and condeosedlidated statements
of operations of our derivative instruments, nehofhcontrolling interest, that are accounted fangghe cash flow hedge method of
accounting:

Gain (Loss)
Recognized in Income
on Derivatives— Deferred
Loss Reclassified Ineffective Portion and Losses in AOCI
Loss Recognized in from AOCI to Amount Excluded Expected to be
AOCI on Derivatives Earnings — Effective from Effectiveness Reclassified
— Effective Portion Portion Testing into Earnings
Three Months Ended September 30, Over the Next
2012 2011 2012 2011 2012 2011 12 Months
(millions) (millions)
Commodity derivative....... $ — 8 1) $ @ 3 — $ — $ —
Interest rate derivatives.... $ — 1) $ — % 1 @ $ — $ — (a)(b)
Nine Months Ended September30,
2012 2011 2012 2011 2012 2011
(millions)
Commodity derivatives..... $ @a $ Q) $ @ $ — $ — $ — $ —
Interest rate derivatives.... $ — % (3) $ 3 $ (5) $ — $ — $ 1)

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

(b) For the three and nine months ended September@®I® and 2011, no derivative gains or losses wectassified from AOCI to current period
earnings as a result of the discontinuance of disihedges related to certain forecasted traneastthat are not probable of occurring or as a
result of exclusion from effectiveness testing.
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Change in value of derivative instruments, for whibe hedge method of accounting has not beenaddcbm one period to the
next, are recorded in the condensed consolidatgdrsients of operations. The following summarizesthamounts and the location
within the condensed consolidated statements ofaifmas that such amounts are reflected:

Three Months Ended Nine Months Ended

September 30, September 30,
Commodity Derivatives: Statement of Operations Lineltem 2012 2011 2012 2011
(millions)
Realized gair.......ccccccoveeveieiiec e $ 1 % 21 % 79 $ 16
Unrealized (I0SSES) GaiNS ..............voceemeeeeeeeeeeeeeeenns, 3) 5€ (12) 65
Trading and marketing (losses) gains,.net.................... $ @ $ 7w $ 67 § 81

We do not have any derivative financial instrumethiat qualify as a hedge of a net investment.

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

September 30, 2012

Natural Gas
Crude Oil Natural Gas Natural Gas Liquids Basis Swaps
Net Net Short
Net Short Number Short Number Net Short Number Long Number
Year of Position of Position of Position of Position of
Expiration (Bbls) (a)  Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2012.....cccee (123,759) 523 (14,713,125) 331 (5,958,512) 442  (b) (6,552,500) 190
2013....cceeiee (1,390,310) 335 (5,952,925) 65 (12,281,363) 185 (c) 15,190,000 77
2014.....coeueee (655,500) 98 (365,000) 3 (9,000,000) 2 (d) (900,000) 1
2015 (293,000 13 — — — — — —
2016.....cccceuennne (183,000) 1 — — — — — —
(a) Bbls represents barrels.
(b) Includes 34 physical index based derivative corgraataling (5,493,050) Bbls.
(c) Includes 17 physical index based derivative corigaataling (11,982,800) Bbls.
(d) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.
September 30, 2011
Natural Gas
Crude Oil Natural Gas Natural Gas Liquids Basis Swaps
Net Long
Net Short Number Net (Short) Number Net Short Number (Short) Number
Year of Position of Long Position of Position of Position of
Expiration (Bbls) Contracts (MMBtu) Contracts (Bbls) Contracts (MMBtu) Contracts
2011...cccenne (110,058) 801 (1,511,050) 292 (4,062,185) 511 (a) 987,500 211
2012.....ccccnene (1,122,171) 300 (25,491,250) 97 (10,4382) 196 (b) 15,302,500 116
2013...ccciie (1,009,249) 162 1,835,000 8 (8,765,250) 6 ()  (3,765,000) 10
2024 (765,500 28 (36£,000 3 (9,00¢,000! 2 (c) — —
2015.....cccceiene (365,000) 2 — — — — — —
2016......ccccueene (183,000) 1 — — — — — —

(@) Includes 32 physical index based derivative corgraéataling (4,907,000) Bbls.
(b) Includes 8 physical index based derivative consaotaling (11,175,000) Bbls.
(c) Includes 2 physical index based derivative consaotaling (9,000,000) Bbls.
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As of September 30, 2012, DCP Partners had inteatstswaps outstanding with individual notionalues of $70 million and
$80 million, which, in aggregate, exchange up t&@illion of DCP Partners’ floating rate obligatidor a fixed rate obligation
through June 2014.

11. Commitments and Contingent Liabilities

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

Management currently believes that these mattakert as a whole, and after consideration of amoaotsued, insurance
coverage and other indemnification 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 &if#i of Phillips 66 (or ConocoPhillips prior to Mdy 2012),
an affiliate of Spectra Energy and third-party insts. Our insurance coverage includes: (1) gereaility insurance covering third-
party exposures; (2) statutory workers’ compensaiisurance; (3) automobile liability insurance fdlowned, non-owned and hired
vehicles; (4) excess liability insurance above éséablished primary limits for general liability diautomobile liability insurance; (5)
property insurance, which covers the replacemehtevaf real and personal property and includes heiss interruption; and (6)
directors and officers insurance covering our dioes and officers for acts related to our businastvities. All coverage is subject to
certain limits and deductibles, the terms and ctads of which are common for companies with simitgpes of operations.

Environmental— The operation of pipelines, plants and otheiilfaes for gathering, processing, compressingnsorting, or
storing natural gas, and fractionating, transpa@tigathering, treating, processing and storing N@hd other products is subject to
stringent and complex laws and regulations pertajrid health, safety and the environment. As an emor operator of these
facilities, we must comply with United States laasd regulations at the federal, state and locatlethat relate to air and water
quality, hazardous and solid waste storage, managgrransportation and disposal, and other envitemtal matters including
recently adopted U.S. Environmental Protection Ageregulations related to reporting of greenhouas gmissions which have
taken effect over the past two years. The costlafiping, designing, constructing and operating [ipgs, plants, and other facilities
must incorporate compliance with environmental lams regulations and safety standards. In additivere 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 gaalure to comply with these laws
and regulations may trigger a variety of adminititre, civil and potentially criminal enforcement m&ures, including citizen suits,
which can include the assessment of monetary pesathe imposition of remedial requirements, tsguiance 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. ASeptember 30, 2012 and
December 31, 2011, environmental liabilities inaddn the condensed consolidated balance sheetthascurrent liabilities
amounted to $6 million and $6 million, respectiveiynd environmental liabilities included in the etmsed consolidated balance
sheets as other long-term liabilities amounted9a#llion and $9 million, respectively.
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12. Supplemental Cash Flow Information
Nine Months Ended
September 30,
2012 2011
(millions)
Cash paid for interest, net of capitalized int€...........cccccceevvnnn $ 14 167
Cash paid for income taxes, net of refu............ccoccvvveeeeiiiiiennns $ 6 $ 37
Non-cash investing and financing activiti
Distributions payable to membe.............cccooiii, $ 56 $ 10t
Property, plant and equipment acquired with accepatyabl .... $ 19¢ $ 79
Other nor-cash additions of property, plant and equipn.......... $ 39 $ 7

During the three and nine months ended Septembge2@2 and 2011, we received distributions from D&&ttners of $53
million and $39 million, respectively, which areiminated in consolidation.

13. Subsequent Events

We have evaluated subsequent events occurring ghrdlovember 9, 2012, the date the condensed cafetelil financial
statements were issued.

On November 2, 2012, we contributed a 33.33% irgeie DCP SC Texas GP, or the Eagle Ford systerd,fexed price
commodity derivatives for a three-year period to®EBartners, for aggregate consideration of $438anilless customary working
capital and other purchase price adjustments ah#lion. DCP Partners financed $344 million of thensideration with a 2-year
term loan agreement and $87 million was financedhgyissuance at closing of an aggregate 1,91206@8CP Partners’ common
units to us. Upon approval by our board of direstand the board of directors of DCP Partners’ gahpeartner, to construct the
Goliad gas plant, DCP Partners will contribute adiional $17 million plus 33.33% of the workinggital and construction work in
progress for the Goliad gas plant, to the Eagledrsystem. The transaction represents a transab#gbmeen entities under common
control.

On November 2, 2012, DCP Partners entered intoya&-term loan agreement, or the $344 Million Tdroan, and borrowed
$344 million to fund the cash portion of the acqtien of a 33.33% interest in the Eagle Ford systdihe $344 Million Term Loan
will mature on November 2, 2014. The proceeds of anbsequent indebtedness issued with a maturiky afeer July 2, 2014 must
first be used to prepay the existing $140 MillioerM Loan and any excess proceeds from indebtedmigiss maturity after
November 2, 2014 must be used to prepay the $344aviTerm Loan. Indebtedness under the $344 Miiliberm Loan bears
interest at either: (1) LIBOR, plus an applicablamin of 1.375% based on our current credit ratiog(2) (a) the higher of SunTrust
Bank’s prime rate, the Federal Funds rate plus @ %0 the LIBOR Market Index rate plus 1%, plus @r) applicable margin of
0.25% based on DCP Partners’ current credit rafiige $344 Million Term Loan Agreement requires D@RBrtners to maintain a
leverage ratio (the ratio of DCP Partners’ consatat! indebtedness to DCP Partners’ consolidatedBBI in each case as is
defined by the $344 Million Term Loan Agreementynsistent with DCP Partners’ Credit Agreement.

Pursuant to an agreement in principle with SpeEtnargy and Phillips 66, we expect each entity tquice a one-third interest in
both the Sand Hills and Southern Hills pipeline jeis, which are currently under construction. Trasaction is expected to close
in the fourth quarter of 2012. Upon closing, we e8fra Energy and Phillips 66 will each own a onedlinterest in the two pipeline
projects. Upon completion of the pipelines, ouredirinvestment is expected to total between $700aniand $800 million.

On October 29, 2012, the board of directors of DEE&ttners’ general partner declared a quarterlyibistion of $0.68 per unit,
payable on November 14, 2012 to unitholders of rdaan November 7, 2012.
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