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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended June 30, 2009

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-32678

DCP MIDSTREAM PARTNERS, LP

(Exact name of registrant as specified in its charter)
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Delaware 03-0567133
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
370 17th Street, Suite 2775 Denver, Colorado 80202
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (303) 633-2900

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes = No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

As of August 3, 2009, there were outstanding 28,233,183 common limited partner units and 3,500,000 Class D units.
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GLOSSARY OF TERMS

The following is a list of certain industry terms used throughout this report:

Bbls
Bbls/d

Btu

Frac spread

Fractionation
MMBtu
MMcft/d

NGLs
Throughput

Table of Contents

barrels

barrels per day

British thermal unit, a measurement of energy

price differences, measured in energy units, between equivalent amounts of
natural gas and natural gas liquids

the process by which natural gas liquids are separated into individual
components

one million British thermal units, a measurement of energy

one million cubic feet per day

natural gas liquids

the volume of product transported or passing through a pipeline or other facility
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CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

Our reports, filings and other public announcements may from time to time contain statements that do not directly or exclusively relate to

historical facts. Such statements are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.

You can typically identify forward-looking statements by the use of forward-looking words, such as may, could, project, believe, anticipate,
expect, estimate, potential, plan, forecast and other similar words.

All statements that are not statements of historical facts, including statements regarding our future financial position, business strategy, budgets,
projected costs and plans and objectives of management for future operations, are forward-looking statements.

These forward-looking statements reflect our intentions, plans, expectations, assumptions and beliefs about future events and are subject to risks,
uncertainties and other factors, many of which are outside our control. Important factors that could cause actual results to differ materially from
the expectations expressed or implied in the forward-looking statements include known and unknown risks. Known risks and uncertainties
include, but are not limited to, the risks set forth in Item 1A. Risk Factors in this Quarterly Report on Form 10-Q and in our Annual Report on
Form 10-K for the year ended December 31, 2008, as well as the following risks and uncertainties:

the extent of changes in commodity prices, our ability to effectively limit a portion of the adverse impact of potential changes in
prices through derivative financial instruments, and the potential impact of price on natural gas drilling, demand for our services, and
the volume of NGLs and condensate extracted;

general economic, market and business conditions;

the level and success of natural gas drilling around our assets, the level of gas production volumes around our assets and our ability
to connect supplies to our gathering and processing systems in light of competition;

our ability to grow through acquisitions, contributions from affiliates, or organic growth projects, and the successful integration and
future performance of such assets;

our ability to access the debt and equity markets, which will depend on general market conditions, inflation rates, interest rates and
our ability to effectively limit a portion of the adverse effects of potential changes in interest rates by entering into derivative
financial instruments, and our ability to comply with the covenants to our credit agreement;

our ability to purchase propane from our principal suppliers for our wholesale propane logistics business;

our ability to construct facilities in a timely fashion, which is partially dependent on obtaining required building, environmental and
other permits issued by federal, state and municipal governments, or agencies thereof, the availability of specialized contractors and
laborers, and the price of and demand for supplies;

the creditworthiness of counterparties to our transactions;

weather and other natural phenomena, including their potential impact on demand for the commodities we sell and the operation of
company owned and third-party-owned infrastructure;
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changes in laws and regulations, particularly with regard to taxes, safety and protection of the environment, including climate change
legislation, or the increased regulation of our industry;

our ability to obtain insurance on commercially reasonable terms, if at all, as well as the adequacy of the insurance to cover our
losses;

industry changes, including the impact of consolidations, increased delivery of liquefied natural gas to the United States, alternative
energy sources, technological advances and changes in competition; and

the amount of collateral we may be required to post from time to time in our transactions.
In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a
different extent or at a different time than we have described. We undertake no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.

il
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
DCP MIDSTREAM PARTNERS, LP

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable:
Trade, net of allowance for doubtful accounts of $0.8 million and $1.0 million, respectively
Affiliates
Inventories
Unrealized gains on derivative instruments
Other

Total current assets

Restricted investments

Property, plant and equipment, net
Goodwill

Intangible assets, net

Equity method investments

Unrealized gains on derivative instruments
Other long-term assets

Total assets

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable:

Trade

Affiliates

Unrealized losses on derivative instruments
Accrued interest payable

Other

Total current liabilities

Long-term debt

Unrealized losses on derivative instruments
Other long-term liabilities

Total liabilities

Table of Contents

June 30,
2009

352
57.6
16.9
5.9
1.7

121.9
35.1
973.9
89.1
46.0
117.0
3.8
4.6

$1,3914

$ 573
13.4

25.7

0.8

333

130.5
638.0
43.6
13.8

825.9

December 31,
2008
(Millions)

$ 61.9

58.8
57.5
20.9
15.4

0.9

215.4
60.2
882.7
88.8
47.7
111.5
8.6
4.8

$ 14197

$ 71.6
36.0

17.7

1.3

36.6

163.2
656.5
26.0
11.2

856.9
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Commitments and contingent liabilities

Equity:

Predecessor equity

Common unitholders (28,233,183 and 24,661,754 units issued and outstanding, respectively)
Class D unitholders (3,500,000 and O units issued and outstanding, respectively)

Subordinated unitholders (0 and 3,571,429 convertible units issued and outstanding, respectively)
General partner interest

Accumulated other comprehensive loss

Total partners equity
Noncontrolling interests

Total equity
Total liabilities and equity

See accompanying notes to condensed consolidated financial statements.
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320.5
67.7

(5.6)
(31.0)

351.6
213.9

565.5

$1,3914

66.0
429.0

(54.6)
(4.8)
(40.5)

395.1
167.7

562.8

$ 14197
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DCP MIDSTREAM PARTNERS, LP

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Operating revenues:

Sales of natural gas, propane, NGLs and condensate

Sales of natural gas, propane, NGLs and condensate to affiliates
Transportation, processing and other

Transportation, processing and other to affiliates

Losses from commodity derivative activity, net

Losses from commodity derivative activity, net affiliates

Total operating revenues

Operating costs and expenses:

Purchases of natural gas, propane and NGLs

Purchases of natural gas, propane and NGLs from affiliates
Operating and maintenance expense

Depreciation and amortization expense

General and administrative expense

General and administrative expense affiliates

Other, net

Total operating costs and expenses
Operating loss
Interest income

Interest expense
Earnings from equity method investments

Loss before income taxes
Income tax expense

Net loss
Net (income) loss attributable to noncontrolling interests

Net loss attributable to partners
Net (income) loss attributable to predecessor operations
General partner interest in net income or net loss

Net loss allocable to limited partners

Net loss per limited partner unit  basic and diluted

(Unaudited)

Weighted-average limited partner units outstanding basic and diluted

See accompanying notes to condensed consolidated financial statements.
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Three Months Ended
June 30,

2009

2008

Six Months Ended
June 30,

2009

2008

(Millions, except per unit amounts)

$ 718
101.9
20.7
35
(44.0)
(1.9)

152.0
110.6
37.7
17.1
16.3

2.0
5.1

188.8

(36.8)
0.1

(7.0)
37

(40.0)

(40.0)
2.1)

42.1)

Q2.7)

$ (44.8)

$ (1.41)

31.7

$ 236.2
274.6
9.5

11.3
(184.9)
2.4

344.3

397.5
48.9
19.3
13.0

3.0
4.8
(1.5)

485.0

(140.7)
2.0

(7.9)
7.1

(139.5)
0.3)

(139.8)
(13.3)

(153.1)
6.2)
0.7)

$ (160.0)

$ (5.67)

28.2

$229.0
201.8
374
7.1
(36.3)
(2.6)

436.4

248.4
116.8
333
30.9
52
10.5

445.1

(8.7)
0.3

(14.3)
2.6

(20.1)
.1)

(20.2)
(0.8)

(21.0)
1.0
(5.9)

$ (25.9)

$ (0.86)

30.0

$ 532.3
475.7
224
17.6
(222.7)
(1.7)

823.6

746.8
130.8
37.3
25.7
55
9.9
(1.5)

954.5

(130.9)
3.7

(16.0)
17.8

(125.4)
(0.6)

(126.0)
(27.0)

(153.0)
(12.8)
(3.4)

$(169.2)

$ (6.36)

26.6
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DCP MIDSTREAM PARTNERS, LP

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Millions)

Net loss $(40.0) $(139.8) $(20.2) $(126.0)
Other comprehensive income:

Reclassification of cash flow hedges into earnings 4.7 2.3 9.2 2.7
Net unrealized gains (losses) on cash flow hedges 4.8 12.6 0.3 (1.1)
Total other comprehensive income 9.5 14.9 9.5 1.6
Total comprehensive loss (30.5) (124.9) (10.7) (124.4)
Total comprehensive income attributable to noncontrolling interests 2.1) (13.3) (0.8) (27.0)
Total comprehensive loss attributable to partners $(32.6) $(1382) $(11.5) $(151.4)

See accompanying notes to condensed consolidated financial statements.
3
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DCP MIDSTREAM PARTNERS, LP
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

OPERATING ACTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization expense

Earnings from equity method investments, net of distributions

Other, net

Change in operating assets and liabilities, which provided (used) cash: net of effects of acquisition:
Accounts receivable

Inventories

Net unrealized losses on derivative instruments

Accounts payable

Accrued interest

Other current assets and liabilities

Other long-term assets and liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES:

Capital expenditures

Acquisition of Michigan Pipeline & Processing, LLC
Acquisition of subsidiaries of Momentum Energy Group, Inc
Investments in equity method investments

Proceeds from sale of assets

Purchases of available-for-sale securities

Proceeds from sales of available-for-sale securities

Net cash used in investing activities

FINANCING ACTIVITIES:

Proceeds from debt

Payments of debt

Proceeds from issuance of common units, net of offering costs

Net change in advances to predecessor from DCP Midstream, LLC
Distributions to unitholders and general partner

Distributions to noncontrolling interests

Contributions from noncontrolling interests

Contributions from DCP Midstream, LLC

Net cash (used in) provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of period

Table of Contents

Six Months Ended
June 30,
2009 2008
(Millions)
$ (20.2) $ (126.0)
30.9 25.7
0.4 4.0
0.2) (1.0)
22.8 (23.0)
4.0 2.0
54.0 198.9
(38.0) 16.7
0.5) (0.8)
2.3) (21.4)
0.4 0.3)
51.3 70.8
(118.4) (31.2)
0.1)
(10.9)
(5.8) (1.9)
0.3
(1.1) (461.9)
26.1 341.9
(99.0) (164.0)
68.3 432.0
(86.8) (402.0)
132.1
3.0 (12.6)
(40.2) (35.8)
4.9) (34.6)
50.3 9.3
0.7 1.9
9.6) 90.3
(57.3) 2.9)
61.9 29.3
12
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Cash and cash equivalents, end of period

See accompanying notes to condensed consolidated financial statements.
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DCP MIDSTREAM PARTNERS, LP

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Balance, January 1, 2009

Net change in parent advances
Conversion of subordinated units to
common units

Distributions to unitholders and general
partner

Distributions to noncontrolling interests
Contributions from DCP Midstream, LLC
Contributions from noncontrolling
interests

Other

Issuance of 3,500,000 Class D units
Acquisition of additional 25.1% interest
in East Texas and the NGL Hedge
Deficit purchase price over acquired
assets

Comprehensive income:
Net loss attributable to predecessor

operations

Net (loss) income

Reclassification of cash flow hedges into
earnings

Net unrealized gains on cash flow hedges

Total comprehensive (loss) income

Balance, June 30, 2009

Balance, January 1, 2008

Net change in parent advances
Conversion of subordinated units to
common units

Distributions to unitholders and general
partner

Distributions to noncontrolling interests
Contributions from DCP Midstream, LLC
Contributions from noncontrolling
interests

Equity-based compensation

Issuance of 4,250,000 common units

Table of Contents

Predecessor Common

Equity

$ 66.0
3.0

(68.0)

(1.0)

(1.0)

$ 64.0
(12.6)

(Unaudited)

Partners Equity

General

ClassD  Subordinated Partner
Unitholders Unitholders Unitholders Interest
(Millions)
$ 4290 $ $ 54.6) $ 4.8
(52.1) 52.1
(31.7) 2.1) (6.4)
0.7
(0.1)
49.7
4.6
18.3
(25.3) 4.9) 4.6 5.6
(25.3) “4.9) 4.6 5.6
$ 3205 $ 677 $ $ (5.6)
$ 3088 $ $ (120.1) $ (54
(66.4) 66.4
(24.2) (6.2) 4.9)
1.8
0.1
132.1

Accumulated

Other
Comprehensive
Income
(Loss)

Total
Equity

Noncontrolling
Interests

$ (405) $ 1677 $ 562.8

3.0

(40.2)
4.9
0.7

4.9

50.3 50.3
©.1)

49.7
(63.4)

18.3

(1.0)
0.8 (19.2)
9.2
0.3

9.2
0.3

9.5 0.8 (10.7)

$ (310) $ 2139 $ 5655

$ $ 155.1 $ 3875

(12.6)

(14.9)

(35.3)
(34.6)
1.8

(34.6)

9.3 9.3
0.1

132.1
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Comprehensive income:
Net income attributable to predecessor

operations 12.8

Net (loss) income (142.0) (26.0) 2.2
Reclassification of cash flow hedges into

earnings

Net unrealized losses on cash flow hedges

Total comprehensive (loss) income 12.8 (142.0) (26.0) 2.2
Balance, June 30, 2008 $642 $ 2102 $ $ @59 $ @1 $

See accompanying notes to condensed consolidated financial statements.
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2.7
(1.1

1.6

(13.3)

$

12.8
27.0  (138.8)
2.7
(1.1)
270  (124.4)
156.8 $ 3239
15
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DCP MIDSTREAM PARTNERS, LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

1. Description of Business and Basis of Presentation

DCP Midstream Partners, LP, with its consolidated subsidiaries, or us, we or our, is engaged in the business of gathering, compressing, treating,
processing, transporting and selling natural gas, producing, transporting, storing and selling propane and transporting and selling NGLs and
condensate.

We are a Delaware master limited partnership that was formed in August 2005. We completed our initial public offering on December 7, 2005.
Our partnership includes: our Northern Louisiana system; our Southern Oklahoma system; our limited liability company interest in Discovery
Producer Services LLC, or Discovery; our Wyoming system and a 70% interest in our Colorado system; our 50.1% interest in our East Texas
system; our Michigan systems (acquired in October 2008); our wholesale propane logistics business; and our NGL transportation pipelines.

Our operations and activities are managed by our general partner, DCP Midstream GP, LP, which in turn is managed by its general partner, DCP
Midstream GP, LLC, which we refer to as the General Partner, which is wholly-owned by DCP Midstream, LLC. DCP Midstream, LLC and its
subsidiaries and affiliates, collectively referred to as DCP Midstream, LLC, is owned 50% by Spectra Energy Corp, or Spectra Energy, and 50%
by ConocoPhillips. DCP Midstream, LLC directs our business operations through its ownership and control of the General Partner. DCP
Midstream, LLC and its affiliates employees provide administrative support to us and operate our assets. DCP Midstream, LLC owns
approximately 38% of our partnership.

In April 2009, we acquired an additional 25.1% interest in DCP East Texas Holdings, LLC, or East Texas, and a fixed price natural gas liquids
derivative by NGL component for the period of April 2009 to March 2010, or NGL Hedge, from DCP Midstream, LLC, in a transaction among
entities under common control. Our East Texas system includes a natural gas processing complex with a total capacity of 780 MMcf/d and an
NGL fractionator, which serves as the processing facility for our 900-mile gathering system, as well as third party gathering systems. The
complex is adjacent to our Carthage Hub, which delivers gas to interstate and intrastate pipelines. The Carthage Hub, with an aggregate delivery
capacity of 1.5 billion cubic feet per day, acts as a key exchange point for the purchase and sale of residue gas. Transfers of net assets or
exchanges of units between entities under common control are accounted for as if the transfer occurred at the beginning of the period, and prior
years are retroactively adjusted to furnish comparative information similar to the pooling method. Accordingly, these condensed consolidated
financial statements include the historical results of East Texas for all periods presented. The NGL Hedge was entered into on the date of the
transaction. Accordingly these condensed consolidated financial statements include the results of the NGL Hedge prospectively from April 1,
2009. Prior to this transaction we owned a 25.0% limited liability company interest in East Texas, which we accounted for under the equity
method of accounting. Subsequent to this transaction we own a 50.1% interest in East Texas, and account for East Texas as a consolidated
subsidiary. The $18.3 million deficit purchase price under the historical basis of the net acquired assets was recorded as an increase in partners
equity, and the $49.7 million of Class D units issued as consideration for this transaction was recorded as an increase in partners equity. The
Class D units will convert into the Partnership s Common units on a one for one basis on August 17, 2009.

The results of operations of our Michigan systems have been included in the condensed consolidated financial statements since October 1, 2008,
the date of acquisition.

The condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America, or GAAP. We refer to the assets, liabilities and operations of East Texas prior to our acquisition of an additional 25.1% from
DCP Midstream, LLC in April 2009, collectively as our predecessor. The condensed consolidated financial statements of our predecessor have
been prepared from the separate records maintained by DCP Midstream, LLC and may not necessarily be indicative of the conditions that would
have existed or the results of operations if our predecessor had been operated as an unaffiliated entity.

The accompanying unaudited condensed consolidated financial statements in this Quarterly Report on Form 10-Q have been prepared pursuant
to the rules and regulations of the Securities and Exchange Commission, or SEC. Accordingly, these condensed consolidated financial
statements reflect all normal recurring adjustments that are, in the opinion of management, necessary to present fairly the financial position and
results of operations for the respective interim periods. Certain information and notes normally included in our annual financial statements have
been condensed or omitted from these interim financial statements pursuant to such rules and regulations. These condensed consolidated
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financial statements and other information included in this Quarterly Report on Form 10-Q should be read in conjunction with the consolidated
financial statements and notes thereto included in our 2008 Form 10-K.
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DCP MIDSTREAM PARTNERS, LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

2. Summary of Significant Accounting Policies

Noncontrolling Interest Noncontrolling interest represents (1) the noncontrolling interest holders ownership interest in the net assets of
Collbran Valley Gas Gathering, a joint venture acquired in August 2007; (2) the noncontrolling interest holders ownership interest in the net
assets of Jackson Pipeline Company, a partnership we acquired in October 2008; and (3) DCP Midstream, LLC s ownership interest in the net
assets of East Texas. For financial reporting purposes, the assets and liabilities of these entities are consolidated with those of our own, with any
third party or affiliate interest in our consolidated balance sheet amounts shown as noncontrolling interest in equity. Distributions to and
contributions from noncontrolling interests represent cash payments to and cash contributions from, respectively, such third party and affiliate
investors.

3. Recent Accounting Pronouncements

Financial Accounting Standards Board, or FASB, Statement of Financial Accounting Standards, or SFAS, No. 168 The FASB Accounting
Standards Codification and the Hierarchy of Generally Accepted Accounting Principles a Replacement of FASB Statement No. 162, or
SFAS 168 In June 2009, the FASB issued SFAS 168, which establishes the FASB Accounting Standards Codification, or the Codification, as
the source of authoritative U.S. Generally Accepted Accounting Principles, or GAAP. The Codification supersedes all existing non-SEC
accounting and reporting standards. This SFAS becomes effective for us for annual and interim periods beginning after September 15, 2009 and
will not affect our condensed consolidated results of operations, cash flows and financial position as a result of adoption.

SFAS No. 167 Amendments to FASB Interpretation No. 46(R), or SFAS 167 In June 2009, the FASB issued SFAS 167, which requires
entities to perform additional analysis of their variable interest entities and consolidation methods. This SFAS becomes effective for us on
January 1, 2010 and we are in the process of assessing the impact of this guidance on our condensed consolidated results of operations, cash
flows and financial position.

SFAS No. 165 Subsequent Events, or SFAS 165 In May 2009, the FASB issued SFAS 165, which sets forth the recognition and disclosure
requirements for events that occur after the balance sheet date, but before financial statements are issued or are available to be issued. We
adopted SFAS 165 effective June 30, 2009, and there was no effect on our condensed consolidated results of operations, cash flows or financial
position as a result of adoption. All appropriate disclosure of subsequent events is made within the footnotes.

SFAS No. 161 Disclosures about Derivative Instruments and Hedging Activities an Amendment of FASB Statement No. 133, or SFAS 161
In March 2008, the FASB issued SFAS 161, which requires disclosures of how and why an entity uses derivative instruments, how derivative

instruments and related hedged items are accounted for and how derivative instruments and related hedged items affect an entity s financial

position, financial performance and cash flows. We adopted the provisions of SFAS 161 effective January 1, 2009, and have included all

required disclosures in this filing. SFAS 161 impacts only disclosures so there was no effect on our condensed consolidated results of operations,

cash flows or financial position as a result of adoption.

SFAS No. 160 Noncontrolling Interests in Consolidated Financial Statements an Amendment of Accounting Research Bulletin No. 51, or
SFAS 160 In December 2007, the FASB issued SFAS 160, which establishes accounting and reporting standards for ownership interests in
subsidiaries held by parties other than the parent, the amount of consolidated net income attributable to the parent and to the noncontrolling
interest, changes in a parent s ownership interest and the valuation of retained noncontrolling equity investments when a subsidiary is
deconsolidated. SFAS 160 also establishes reporting requirements that provide sufficient disclosures that clearly identify and distinguish
between the interests of the parent and the interests of the noncontrolling owners. We adopted SFAS 160 effective January 1, 2009, which
required retrospective restatement of our condensed consolidated financial statements for all periods presented in this filing. As a result of
adoption, we have reclassified our noncontrolling interest on our condensed consolidated balance sheets, from a component of liabilities to a
component of equity and have also reclassified net income attributable to noncontrolling interest on our condensed consolidated statements of
operations, to below net income for all periods presented. Furthermore, we have displayed the portion of other comprehensive income that is
attributable to the noncontrolling interest within our condensed consolidated statements of comprehensive income. We also added a rollforward
of the noncontrolling interest within our condensed consolidated statements of changes in partners equity and will present this financial
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SFAS No. 141(R) Business Combinations (revised 2007), or SFAS 141(R) In December 2007, the FASB issued SFAS 141(R), which
requires the acquiring entity in a business combination subsequent to January 1, 2009 to recognize all (and only) the assets acquired and
liabilities assumed in the transaction; establishes the acquisition-date fair value as the measurement objective for all assets acquired and
liabilities assumed; and requires the acquirer to disclose to investors and other users all of the information they need to evaluate and understand
the nature and financial effect of the business combination. We adopted SFAS 141(R) effective January 1, 2009, and will account for all
transactions with closing dates subsequent to adoption in accordance with the provisions of this standard.

SFAS No. 157 Fair Value Measurements, or SFAS 157 In September 2006, the FASB issued SFAS 157, which we adopted on January 1,
2008 for all financial assets and liabilities. Pursuant to FASB Staff Position, or FSP, 157-2, the FASB issued a partial deferral, ending on
December 31, 2008, of the implementation of SFAS 157 as it relates to all nonfinancial assets and liabilities where fair value is the required
measurement attribute by other accounting standards. Effective January 1, 2009, we adopted SFAS 157 for all nonfinancial assets and liabilities.
There was no effect on our condensed consolidated results of operations, cash flows, or financial position, and we have included all required
disclosures as a result of the adoption of this standard relative to nonfinancial assets and liabilities. The provisions of SFAS 157 will be applied
at such time a fair value measurement of a nonfinancial asset or nonfinancial liability is required, which may result in a fair value that is different
than would have been calculated prior to the adoption of SFAS 157.

FSP No. SFAS 142-3 Determination of the Useful Life of Intangible Assets, or FSP 142-3 In April 2008, the FASB issued FSP 142-3,
which amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of an
intangible asset. We adopted FSP 142-3 on January 1, 2009. As a result of acquisitions, we have intangible assets for customer contracts and
related relationships in our condensed consolidated balance sheets. Generally, costs to renew or extend such contracts are not significant, and are
expensed to the condensed consolidated statements of operations as incurred. During the current quarter, there were no contracts that were
recognized as intangible assets that were renewed or extended.

FSP No. SFAS 157-4 Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly
Decreased and Identifying Transactions That Are Not Orderly, or FSP 157-4 In April 2009, the FASB issued FSP 157-4, which provides
additional guidance on the valuation of assets or liabilities that are held in markets that have seen a significant decline in activity. While this FSP
does not change the overall objective of determining fair value, it emphasizes that in markets with significantly decreased activity and the
appearance of non-orderly transactions, an entity may employ multiple valuation techniques, to which significant adjustments may be required,
to determine the most appropriate fair value. Certain of the markets in which we transact have seen a decrease in overall volume; however, we
believe that these markets continue to provide sufficient liquidity such that transactions are executed in an orderly manner at fair value. We have
adopted this FSP as of June 30, 2009 and there was no impact on our condensed consolidated results of operations, cash flows or financial
position.

FSP No. SFAS 141(R)-1 Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That Arise from

Contingencies, or FSP 141(R)-1 In April 2009, the FASB issued FSP 141(R)-1, which provides additional guidance on the valuation of assets
and liabilities assumed in a business combination that arise from contingencies, which would otherwise be subject to the provisions of SFAS

No.5 Accounting for Contingencies, or SFAS 5. This FSP emphasizes the guidance set forth in SFAS 141(R) that assets and liabilities assumed
in a business combination that have an estimated fair value should be recorded at the time of acquisition. Assets and liabilities where the fair

value may not be determinable during the measurement period will continue to be recognized pursuant to SFAS 5. This FSP becomes effective

for us for business combinations with closing dates subsequent to January 1, 2009. During the first two quarters of 2009 we did not have any
transactions that were accounted for as business combinations. We will account for any business combinations with closing dates subsequent to
the effective date in accordance with this new guidance.

FSP No. SFAS 107-1 and APB 28-1 Interim Disclosures about Fair Value of Financial Instruments This FSP was issued in April 2009,
and requires disclosure of summarized financial information for financial instruments accounted for under SFAS No. 107 Disclosures about Fair
Value of Financial Instruments, or SFAS 107. We have instruments that are subject to the fair value disclosure requirements of SFAS 107, and
are subject to the revised disclosure provisions of this FSP. We have adopted this FSP as of June 30, 2009 and there was no impact on our
condensed consolidated results of operations, cash flows or financial position.
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FSP No. SFAS 115-2 and SFAS 124-2 Recognition and Presentation of Other-Than-Temporary Impairments This FSP was issued in
April 2009, and amends the other-than-temporary impairment guidance for debt securities to make the guidance more operational and to
improve the presentation and disclosure of other-than-temporary impairments on debt and equity securities in the financial statements. We have
adopted this FSP as of June 30, 2009 and there was no impact on our condensed consolidated results of operations, cash flows or financial
position.

Emerging Issues Task Force, or EITF, 08-6 Equity Method Investment Accounting Considerations, or EITF 08-6 In November 2008 the
EITF issued EITF 08-6. Although the issuance of SFAS 141(R) and SFAS 160 were not intended to reconsider the accounting for equity method
investments, the application of the equity method is affected by the issuance of these standards. This issue addresses a) how the initial carrying
value of an equity method investment should be determined; b) how impairment assessment of an underlying indefinite-lived intangible asset of
an equity method investment should be performed; ¢) how an equity method investee s issuance of shares should be accounted for; and d) how to
account for a change in an investment from the equity method to the cost method. This issue became effective for us on January 1, 2009, and
although it has not impacted the manner in which we apply equity method accounting, this guidance will be considered on a prospective basis to
transactions with equity method investees.

EITF 07-4 Application of the Two-Class Method under FASB Statement No. 128 to Master Limited Partnerships or EITF 07-4 In March
2008, the EITF issued EITF 07-4. This issue seeks to improve the comparability of earnings per unit, or EPU, calculations for master limited
partnerships with incentive distribution rights in accordance with FASB Statement No. 128 and its related interpretations. We adopted EITF

07-4 effective January 1, 2009. As a result of adopting EITF 07-4, undistributed earnings or losses are reduced or increased, respectively, by the
amount of available cash that was generated during the current period, and undistributed earnings are no longer allocated to our general partner
with respect to its incentive distribution rights, as our partnership agreement specifically limits incentive distributions to available cash. EITF
07-4 is applied retrospectively for all periods. We have retrospectively restated our previously disclosed net income (loss) per limited partner
unit, or LPU, and related disclosures, within this filing. As a result of adoption, net loss per LPU increased from $(5.66) per unit to $(5.67) per
unit and from $(6.33) per unit to $(6.36) per unit for the three and six months ended June 30, 2008, respectively.

4. Acquisitions
Gathering Compression and Processing Assets

On April 1, 2009, we acquired an additional 25.1% interest in East Texas and the NGL Hedge from DCP Midstream, LLC, for aggregate
consideration of 3,500,000 Class D units valued at $49.7 million.
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The following table presents the impact on the condensed consolidated balance sheet as of December 31, 2008, adjusted for the acquisition of an
additional 25.1% interest in East Texas, from DCP Midstream, LLC.

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable
Inventories
Other

Total current assets

Restricted investments

Property, plant and equipment, net
Goodwill and intangible assets, net
Equity method investments

Other non-current assets

Total assets

LIABILITIES AND EQUITY
Accounts payable and other current liabilities
Long-term debt
Other long-term liabilities

Total liabilities

Commitments and contingent liabilities

Equity:

Partners equity

Net equity

Accumulated other comprehensive income

Total partners equity
Noncontrolling interests

Total equity

Table of Contents

DCP
Midstream
Partners, LP
(a)

$ 48.0
80.4
20.9
15.9

165.2
60.2
629.3
136.5
175.4
13.4

$1,180.0

$ 1248
656.5
34.9

816.2

369.6
(40.5)

329.1
34.7

363.8

Remove
East Texas
Consolidate Equity
East Texas Investment
(b) (©)
(Millions)
$ 13.9 $
35.9
0.4
50.2
253.4
(63.9)

$ 3036 $ (63.9)

23

40.7

129.9 (63.9)

129.9 (63.9)
133.0

262.9 (63.9)

Combined

DCP

Midstream
Partners, LP

$

$

$

61.9
116.3
20.9
16.3

2154
60.2
882.7
136.5
111.5
13.4

1,419.7

163.2
656.5
37.2

856.9

435.6
(40.5)

395.1
167.7

562.8
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(Continued)

The following tables present the impact on the condensed consolidated statements of operations, adjusted for the acquisition of an additional
25.1% interest in East Texas, from DCP Midstream, LLC, for the three and six months ended June 30, 2008.

Three Months Ended June 30, 2008

Operating revenues:

Sales of natural gas, propane, NGLs and condensate

Transportation, processing and other
Losses from commodity derivative activity, net

Total operating revenues

Operating costs and expenses:

Purchases of natural gas, propane and NGLs
Operating and maintenance expense

Depreciation and amortization expense
General and administrative expense and other

Total operating costs and expenses
Operating (loss) income
Interest expense, net

Earnings from equity method investments

(Loss) income before income taxes
Income tax expense

Net (loss) income
Net income attributable to noncontrolling interests

Net (loss) income attributable to partners

Six Months Ended June 30, 2008

Table of Contents

DCP
Midstream
Partners,
LP

(a)

$ 3185
14.0
(186.6)

145.9

287.8
11.0
9.0
3.8

311.6

(165.7)
6.1)
13.4

(158.4)

(158.4)
(0.9)

$(159.3)

DCP
Midstream
Partners, LP

Combined
DCP
Consolidate Remove East Midstream
East Texas Equity Partners,
Texas Earnings LP
(b) (©
(Millions)
$192.3 $ $ 510.8
6.8 20.8
0.7) (187.3)
198.4 344.3
158.6 446.4
8.3 19.3
4.0 13.0
2.5 6.3
173.4 485.0
25.0 (140.7)
0.2 (5.9)
(6.3) 7.1
25.2 (6.3) (139.5)
(0.3) (0.3)
24.9 (6.3) (139.8)
(12.4) (13.3)
$ 125 $ (6.3) $ (153.1)
Consolidate Remove Combined
East East DCP
Texas Texas Midstream
Equity Partners, LP
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Operating revenues:

Sales of natural gas, propane, NGLs and condensate
Transportation, processing and other

Losses from commodity derivative activity, net

Total operating revenues

Operating costs and expenses:

Purchases of natural gas, propane and NGLs
Operating and maintenance expense
Depreciation and amortization expense
General and administrative expense and other

Total operating costs and expenses

Operating (loss) income
Interest expense, net
Earnings from equity method investments

(Loss) income before income taxes
Income tax expense

Net (loss) income
Net income attributable to noncontrolling interests

Net (loss) income attributable to partners

(a) Amounts as previously reported with 25% of East Texas results presented as earnings from equity method investments.
(b) Adjustments to present East Texas on a consolidated basis at 100%, with noncontrolling interest of 49.9%.
(¢) Adjustments to remove East Texas equity earnings at 25%.

Table of Contents

(a)

$ 681.2
26.1
(223.7)

483.6

617.5
21.6
17.5

9.3

665.9

(182.3)
(12.6)
30.6

(164.3)

(164.3)
(1.5)

$(165.8)

(b)

$326.8
13.9
0.7)

340.0

260.1
15.7
8.2
4.6

288.6

514
0.3

51.7
(0.6)

51.1
(25.5)

$ 256

$

$

Earnings
(©
(Millions)

(12.8)

(12.8)

(12.8)

(12.8)

$

1,008.0
40.0
(224.4)

823.6

877.6
37.3
25.7
13.9

954.5

(130.9)
(12.3)
17.8

(125.4)
(0.6)

(126.0)
(27.0)

(153.0)
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On October 1, 2008, we acquired Michigan Pipeline & Processing, LLC, or MPP, a privately held company engaged in natural gas gathering and
treating services for natural gas produced from the Antrim Shale of northern Michigan and natural gas transportation within Michigan. The
results of MPP s operations have been included in the condensed consolidated financial statements, within the Natural Gas Services segment,
since that date. Under the terms of the acquisition, we paid a purchase price of $145.0 million, plus net working capital and other adjustments of
$3.4 million. We may pay up to an additional $15.0 million to the sellers depending on the earnings of the assets after a three-year period. We
financed the acquisition through utilization of our credit facility. In addition, we entered into a separate agreement that provides the seller with
available treating capacity on certain Michigan assets. The seller agreed to pay up to $1.5 million annually for up to nine years if they do not
meet certain criteria, including providing additional volumes for treatment. These payments may reduce goodwill as a return of purchase price.
This agreement may be terminated earlier if certain performance criteria of Michigan assets are satisfied. Certain of these performance criteria
were satisfied and, as a result, the amount was reduced to approximately $0.8 million per year as of June 30, 2009. We initially held a $25.0
million letter of credit to secure the seller s performance under this agreement and to secure the seller s indemnification obligation under the
acquisition agreement; however as a result of the satisfaction of certain performance conditions, this amount was reduced to approximately
$20.0 million as of June 30, 2009. The fees under our omnibus agreement with DCP Midstream, LLC increased $0.4 million per year effective
October 1, 2008, in connection with the acquisition.

Under the purchase method of accounting, the assets and liabilities of MPP were recorded at their respective fair values as of the date of the
acquisition, and we recorded goodwill of approximately $7.0 million. The goodwill amount recognized relates primarily to projected growth
from new customers. The values of certain assets and liabilities are preliminary, and are subject to adjustment as additional information is
obtained, which when finalized may result in material adjustments. The purchas