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Commission file number 1-33007
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incorporation or organization)
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(Address of principal executive offices) (Zip Code)
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Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered

Common Stock, par value $0.001 New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yesx No ™~
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act. Yes ™ No x

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 if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. ~

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 x Accelerated filer ~ 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 Act). Yes ™ No x
Estimated aggregate market value of the common equity held by nonaffiliates of the registrant at June 30, 2007: $16,400,000,000.

Number of shares of Common Stock, $0.001 par value, outstanding at February 19, 2008: 632,536,965
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Explanatory Note

This Amendment No. 1 to the Annual Report on Form 10-K of Spectra Energy Corp (Spectra Energy) for the fiscal year ended December 31,
2007 is being filed for the purpose of providing separate audited financial statements and the related schedule of DCP Midstream, LLC in
accordance with Rule 3-09 of Regulation S-X. These audited financial statements and the related schedule are included in Item 15. Exhibits and
Financial Statement Schedule. This amendment does not update or modify in any way the results of operations, financial position, cash flows or
other disclosures in Spectra Energy s Annual Report on Form 10-K for the fiscal year ended December 31, 2007, and does not reflect events
occurring after the original filing date of said Form 10-K of February 29, 2008.

Item 15. Exhibits, Financial Statement Schedules.

(a)(1) Financial Statements

The following financial statements and supplemental schedules were filed as part of Spectra Energy s Form 10-K filed February 29, 2008:
Spectra Energy Corp:

Report of Independent Registered Accounting Firm

Consolidated Statements of Operations for the Years Ended December 31, 2007, 2006 and 2005

Consolidated Balance Sheets as of December 31, 2007 and 2006

Consolidated Statements of Cash Flows for the Years Ended December 31, 2007, 2006 and 2005

Consolidated Statements of Stockholders /Member s Equity and Comprehensive Income for the Years Ended December 31, 2007, 2006 and 2005
Notes to the Consolidated Financial Statements

TEPPCO Partners, L.P.:

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of December 31, 2005 and 2004

Consolidated Statements of Income for the Years Ended December 31, 2005, 2004 and 2003

Consolidated Statements of Cash Flows for the Years Ended December 31, 2005, 2004 and 2003

Consolidated Statements of Partners Capital for the Years Ended December 31, 2005, 2004 and 2003

Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2005, 2004 and 2003

Notes to Consolidated Financial Statements
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The following financial statements are included herein:

DCP Midstream, LLC:

Independent Auditors Report

Consolidated Balance Sheets as of December 31, 2007 and 2006

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2007, 2006 and 2005
Consolidated Statements of Cash Flows for the Years Ended December 31, 2007, 2006 and 2005

Consolidated Statements of Members Equity for the Years Ended December 31, 2007, 2006 and 2005

Notes to Consolidated Financial Statements

(a)(2) Financial Statement Schedules

The following financial statement schedule was filed as part of Spectra Energy s Form 10-K filed February 29, 2008:
Spectra Energy Corp:

Consolidated Financial Statement Schedule II Valuation and Qualifying Accounts and Reserves for the Years Ended December 31, 2007, 2006
and 2005

The following financial statement schedule is included herein:
DCP Midstream, LLC:

Consolidated Financial Statement Schedule II Valuation and Qualifying Accounts and Reserves for the Years Ended December 31, 2007, 2006
and 2005

(a)(3) Exhibits  See Exhibit Index immediately following the signature page.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

SPECTRA ENERGY CORP

Date: March 20, 2008 /s/ Gregory L. Ebel
Gregory L. Ebel
Group Executive and Chief Executive Officer

EXHIBIT INDEX
Exhibit No. Exhibit Description
*23.1 Consent of Independent Auditors.
*31.1 Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
*31.2 Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
*32.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*32.2 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

® Filed herewith.
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DCP MIDSTREAM, LLC

CONSOLIDATED FINANCIAL STATEMENTS
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INDEPENDENT AUDITORS REPORT
To the Board of Directors and Members of
DCP Midstream, LLC

Denver, Colorado

We have audited the accompanying consolidated balance sheets of DCP Midstream, LL.C and subsidiaries as of December 31, 2007 and 2006,
and the related consolidated statements of operations and comprehensive income, members equity, and cash flows for each of the three years in
the period ended December 31, 2007. Our audits also included the financial statement schedule listed in the Index at Item 15. These consolidated
financial statements and financial statement schedule are the responsibility of the Company s management. Our responsibility is to express an
opinion on these consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of DCP Midstream, LLC and
subsidiaries at December 31, 2007 and 2006, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2007 in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion,
such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly in
all material respects the information set forth therein.

/s/ Deloitte & Touche LLP
Denver, Colorado

March 7, 2008 (March 20, 2008 as to the offering described in Note 19)

F-1
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DCP MIDSTREAM, LLC
CONSOLIDATED BALANCE SHEETS
As of December 31, 2007 and 2006

(millions)

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable:
Customers, net of allowance for doubtful accounts of $5 million and
$3 million, respectively
Affiliates
Other
Inventories
Unrealized gains on mark-to-market and hedging instruments
Other

Total current assets

Property, plant and equipment, net

Restricted investments

Investments in unconsolidated affiliates

Intangible assets, net

Goodwill

Unrealized gains on mark-to-market and hedging instruments
Deferred income taxes

Other non-current assets

Other non-current assets affiliates

Total assets

LIABILITIES AND MEMBERS EQUITY
Current liabilities:
Accounts payable:
Trade
Affiliates
Other
Unrealized losses on mark-to-market and hedging instruments
Distributions payable to members
Accrued interest payable
Accrued taxes
Other

Total current liabilities

Deferred income taxes

Long-term debt

Unrealized losses on mark-to-market and hedging instruments
Other long-term liabilities

Table of Contents

2007

1,254
386
48
117
301
62

2,248

4,443
101
204
312
556

69

38
27

$ 8,005

$ 1,499
122

54

347
123

56

55

204

2,460

16
2,930
120
323

2006

$ 68
437

933
283
56
87
242
23

2,129

3,869
102
204

58
421
29

33
47

$ 6,896

$ 1,490
92

42

216
127

47

27

136

2,177

17
2,115
33
226
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Non-controlling interests
Commitments and contingent liabilities
Members equity:

Members interest

Retained earnings

Accumulated other comprehensive loss

Total members equity

Total liabilities and members equity

Table of Contents

See Notes to Consolidated Financial Statements.
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71

2,107
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DCP MIDSTREAM, LLC

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31, 2007, 2006 and 2005

(millions)

Operating revenues:

Sales of natural gas and petroleum products

Sales of natural gas and petroleum products to affiliates
Transportation, storage and processing

Trading and marketing (losses) gains, net

Total operating revenues

Operating costs and expenses:

Purchases of natural gas and petroleum products

Purchases of natural gas and petroleum products from affiliates
Operating and maintenance

Depreciation and amortization

General and administrative

Gain on sale of assets

Total operating costs and expenses

Operating income

Gain on sale of general partner interest in TEPPCO
Equity in earnings of unconsolidated affiliates
Non-controlling interest in loss (income)

Interest income

Interest expense

Income before income taxes
Income tax expense

Income from continuing operations
Income from discontinued operations, net of income taxes

Net income

Other comprehensive (loss) income:

Foreign currency translation adjustment
Canadian business distributed to Duke Energy
Net unrealized (losses) gains on cash flow hedges
Reclassification of cash flow hedges into earnings

Total other comprehensive (loss) income
Total comprehensive income

See Notes to Consolidated Financial Statements.
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2007
$ 10,009
2,884

304
(43)

13,154
10,097
781
510
316
258
3)
11,959
1,195
29
15
16
(170)

1,085
(11)
1,074

1,074

®)

®)

$ 1,066

2006

$ 9,137
2,813
308

77

12,335

9,322
789
462
284
234
(28)

11,063

1,272

20
(15)

26
(145)

1,158
(23)
1,135

1,135

$ 1,140

2005

$10,011
2,785
253

15)

13,034

10,133
830
447
287
195

)
11,890
1,144
1,137
22
1
26
(154)

2,176
®

2,167

2,170

®
(70)

77

$ 2,093
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DCP MIDSTREAM, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31, 2007, 2006 and 2005

(millions)

2007
Cash flows from operating activities:
Net income $ 1,074
Adjustments to reconcile net income to net cash provided by operating activities:
Income from discontinued operations
Gain from sale of equity investment in TEPPCO

Gain on sale of assets 3)
Depreciation and amortization 316

Equity in earnings of unconsolidated affiliates, net of distributions 3

Deferred income tax (benefit) expense (D)
Non-controlling interest in (loss) income (15)
Other, net 11

Changes in operating assets and liabilities which provided (used) cash, net of effects from acquisitions:

Accounts receivable (398)
Inventories (30)
Net unrealized losses (gains) on mark-to-market and hedging instruments 99

Accounts payable 33

Accrued interest payable 9

Other 50

Net cash provided by continuing operations 1,148

Net cash provided by discontinued operations

Net cash provided by operating activities 1,148

Cash flows from investing activities:

Capital and acquisition expenditures (600)
Acquisition of Momentum Energy Group, Inc., net of cash acquired (604)
Investments in unconsolidated affiliates 4)
Distributions from unconsolidated affiliates

Purchases of available-for-sale securities (15,812)
Proceeds from sales of available-for-sale securities 16,243

Proceeds from sales of assets 1

Proceeds from sale of general partner interest in TEPPCO

Other 2

Net cash (used in) provided by continuing operations (774)

Net cash used in discontinued operations

Net cash (used in) provided by investing activities (774)

Cash flows from financing activities:

Payment of dividends and distributions to members (1,364)
Proceeds from issuance of equity securities of a subsidiary, net of offering costs 229
Contribution received from ConocoPhillips

Proceeds from debt 1,477
Payment of debt (667)
Payment of debt acquired (20)

Loans made to Duke Capital LLC and ConocoPhillips
Repayment of loans by Duke Capital LLC and ConocoPhillips

Table of Contents

2006

$ 1,135

(28)
284

17
15
3)

314

23
(1
(495)

1
(16)

1,246

1,246

(325)
(44)

2
(19,666)

20,121
81

169

169

(1,451)

378
(320)

2005
$ 2,170

(3)
(1,137)
2

287

15
(@)
(eY)

2

(432)
(37
9
910
14)
12

1,753
11

1,764

(212)
24

(17,986)
17,260
53
1,100
9

200
13)

187

(2,313)
206
398
408

(607)

(1,100)
1,100
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Net cash paid to non-controlling interests
Other

Net cash used in continuing operations
Net cash used in discontinued operations
Net cash used in financing activities

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

Cash and cash equivalents, end of period
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See Notes to Consolidated Financial Statements.
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(371)

(371)

(10)
3

(1,406)

(1,406)

3
@

(1,907)
(44)
(1,951)

59

59
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DCP MIDSTREAM, LLC

CONSOLIDATED STATEMENTS OF MEMBERS EQUITY

Years Ended December 31, 2007, 2006 and 2005

(millions)
Accumulated
Other
Comprehensive
Members Retained Income
Interest Earnings (Loss) Total
Balance, January 1, 2005 $ 1,709 $ 909 $ 69 $ 2,687
Dividends and distributions 2,414) 2,414)
Distribution of Canadian business (254) (70) (324)
Contributions 398 398
Net income 2,170 2,170
Foreign currency translation adjustment ®) ®)
Reclassification of cash flow hedges into earnings 1 1
Balance, December 31, 2005 2,107 411 ®) 2,510
Dividends and distributions (1,393) (1,393)
Net income 1,135 1,135
Net unrealized gains on cash flow hedges 5 5
Balance, December 31, 2006 2,107 153 3) 2,257
Dividends and distributions (133) (1,227) (1,360)
Net income 1,074 1,074
Net unrealized losses on cash flow hedges ®) ®)
Balance, December 31, 2007 $ 1,974 $ $ (11) $ 1,963

See Notes to Consolidated Financial Statements.

F-5
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. General and Summary of Significant Accounting Policies

Basis of Presentation DCP Midstream, LLC, with its consolidated subsidiaries, us, we, our, or the Company, is a joint venture owned 50% by
Spectra Energy Corp, or Spectra Energy, and 50% by ConocoPhillips. We operate in the midstream natural gas industry. Our primary operations
consist of natural gas gathering, processing, compression, transportation and storage, and natural gas liquid, or NGL, fractionation,
transportation, gathering, treating, processing and storage, as well as marketing, from which we generate revenues primarily by trading and
marketing natural gas and NGLs.

We formed DCP Midstream Partners, LP, a master limited partnership, or DCP Partners, of which our subsidiary, DCP Midstream GP, LP, acts
as general partner. DCP Partners completed their initial public offering in December 2005. As of December 31, 2007 and 2006, respectively, we
owned a 33.9% and 40.7% limited partnership interest and a 1.5% and 2.0% general partnership interest in DCP Partners, as well as incentive
distribution rights that entitle us to receive an increasing share of available cash when pre-defined distribution targets are achieved. As the
general partner of DCP Partners, we have responsibility for its operations. Since we exercise control over DCP Partners, we account for them as
a consolidated subsidiary.

Prior to January 2, 2007, we were owned 50% by Duke Energy Corporation, or Duke Energy. On January 2, 2007, Duke Energy created two
separate publicly traded companies by spinning off their natural gas businesses, including their 50% ownership interest in us, to Duke Energy
shareholders. As a result of this transaction, Duke Energy s 50% ownership interest in us was transferred to a new company, Spectra Energy.
This transaction is referred to in this report as the Spectra spin. For periods prior to January 2, 2007, references to Spectra Energy are
interchangeable with Duke Energy. Effective January 2, 2007, Spectra Energy refers to the newly formed public company.

In July 2005, Duke Energy transferred a 19.7% interest in us to ConocoPhillips in exchange for direct and indirect monetary and non-monetary
consideration, effectively decreasing Duke Energy s membership interest in us to 50% and increasing ConocoPhillips membership interest in us
to 50%, referred to as the 50-50 Transaction. Included in this transaction, we distributed to Duke Energy substantially all of our Canadian
business, made a disproportionate cash distribution of approximately $1,100 million to Duke Energy using the proceeds from the sale of our
general partner interest in TEPPCO Partners L.P., or TEPPCO, and paid a $245 million proportionate distribution to Duke Energy and
ConocoPhillips. In addition, ConocoPhillips contributed cash of $398 million to us. Under the terms of the Second Amended and Restated LLC
Agreement dated July 5, 2005, as amended, or the LLC Agreement, proceeds from this contribution were designated for the acquisition or
improvement of property, plant and equipment. At December 31, 2007 and 2006, there were no remaining restricted investment balances related
to this contribution.

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

The consolidated financial statements include the accounts of the Company and all majority-owned subsidiaries where we have the ability to
exercise control, variable interest entities where we are the primary beneficiary, and undivided interests in jointly owned assets. We also
consolidate DCP Partners, which we control as the general partner and where the limited partners do not have substantive kick-out or
participating rights.

F-6
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

Investments in greater than 20% owned affiliates that are not variable interest entities and where we do not have the ability to exercise control,
and investments in less than 20% owned affiliates where we have the ability to exercise significant influence, are accounted for using the equity
method. Intercompany balances and transactions have been eliminated.

Use of Estimates Conformity with accounting principles generally accepted in the United States of America, or GAAP, requires management to
make estimates and assumptions that affect the amounts reported in the consolidated financial statements and notes. Although these estimates are
based on management s best available knowledge of current and expected future events, actual results could be different from these estimates.

Cash and Cash Equivalents Cash and cash equivalents includes all cash balances and highly liquid investments with an original maturity of
three months or less.

Short-Term and Restricted Investments We may invest available cash balances in various financial instruments, such as commercial paper,
money market instruments and tax-exempt debt securities that have stated maturities of 20 years or more. These instruments provide for a high
degree of liquidity through features, which allow for the redemption of the investment at its face amount plus earned income. As we generally
intend to sell these instruments within one year or less from the balance sheet date, and as they are available for use in current operations, they
are classified as current assets, unless otherwise restricted. We have classified all short-term and restricted debt investments as available-for-sale
and they are carried at fair market value. Unrealized gains and losses on available-for-sale securities are recorded in the consolidated balance
sheets as accumulated other comprehensive income (loss), or AOCI. No such gains or losses were deferred in AOCI at December 31, 2007 or
2006. Restricted investments consist of collateral for DCP Partners term loan. The costs, including accrued interest on investments,
approximates fair value due to the short-term, highly liquid nature of the securities held by us and as interest rates are re-set on a daily, weekly or
monthly basis.

Inventories Inventories consist primarily of natural gas and NGLs held in storage for transportation and processing and sales commitments.
Inventories are valued at the lower of weighted average cost or market. Transportation costs are included in inventory on the consolidated
balance sheets.

Accounting for Risk Management and Derivative Activities and Financial Instruments Effective July 1, 2007, we elected to discontinue using
the hedge method of accounting for our commodity cash flow hedges. We are using the mark-to-market method of accounting for all commodity
derivative instruments beginning in July 2007. As a result, the remaining net loss deferred in AOCI is being reclassified to sales of natural gas
and petroleum products through December 2011, as the derivative transactions impact earnings.

Each derivative not qualifying for the normal purchases and normal sales exception is recorded on a gross basis in the consolidated balance
sheets at its fair value as unrealized gains or unrealized losses on mark-to-market and hedging instruments. Derivative assets and liabilities
remain classified in the consolidated balance sheets as unrealized gains or unrealized losses on mark-to-market and hedging instruments at fair
value until the contractual delivery period impacts earnings.

We designate each energy commodity derivative as either trading or non-trading. Certain non-trading derivatives are further designated as either
a hedge of a forecasted transaction or future cash flow (cash flow hedge), a hedge of a recognized asset, liability or firm commitment (fair value
hedge), or a normal purchase or normal sale contract, while certain non-trading derivatives, which are related to asset based activity, are

F-7
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

non-trading mark-to-market derivatives. For each of our derivatives, the accounting method and presentation in the consolidated statements of
operations and comprehensive income are as follows:

Classification of Contract Accounting Method Presentation of Gains & Losses or Revenue & Expense
Trading Derivatives Mark-to-market method® Net basis in trading and marketing gains and losses

Non-Trading Derivatives:

Cash Flow Hedge* Hedge method® Gross basis in the same consolidated statements of operations and
comprehensive income category as the related hedged item

Fair Value Hedge Hedge method® Gross basis in the same consolidated statements of operations and
comprehensive income category as the related hedged item

Normal Purchase or Accrual method? Gross basis upon settlement in the corresponding consolidated
statements of operations and comprehensive income category based

Normal Sale on purchase or sale

Non-Trading Derivatives Mark-to-market method® Net basis in trading and marketing gains and losses

a Effective July 1, 2007, all commodity cash flow hedges are classified as non-trading derivative activity. Our interest rate swaps continue to
be accounted for as cash flow hedges.

b Mark-to-market An accounting method whereby the change in the fair value of the asset or liability is recognized in the consolidated
statements of operations and comprehensive income in trading and marketing gains and losses during the current period.

c Hedge method An accounting method whereby the change in the fair value of the asset or liability is recorded in the consolidated
balance sheets as unrealized gains or unrealized losses on mark-to-market and hedging instruments. For cash flow hedges, there is
no recognition in the consolidated statements of operations and comprehensive income for the effective portion until the service is
provided or the associated delivery period impacts earnings. For fair value hedges, the changes in the fair value of the asset or
liability, as well as the offsetting changes in value of the hedged item, are recognized in the consolidated statements of operations
and comprehensive income in the same category as the related hedged item.

d Accrual method An accounting method whereby there is no recognition in the consolidated balance sheets or consolidated statements of
operations and comprehensive income for changes in fair value of a contract until the service is provided or the associated delivery period
impacts earnings.

Cash Flow and Fair Value Hedges For derivatives designated as a cash flow hedge or a fair value hedge, we maintain formal documentation of

the hedge. In addition, we formally assess both at the inception of the hedge and on an ongoing basis, whether the hedge contract is highly

effective in offsetting changes in cash flows or fair values of hedged items. All components of each derivative gain or loss are included in the
assessment of hedge effectiveness, unless otherwise noted.

The fair value of a derivative designated as a cash flow hedge is recorded in the consolidated balance sheets as unrealized gains or unrealized
losses on mark-to-market and hedging instruments. The effective portion of the change in fair value of a derivative designated as a cash flow
hedge is recorded in the consolidated balance sheets as AOCI and the ineffective portion is recorded in the consolidated statements of operations
and comprehensive income. During the period in which the hedged transaction impacts earnings, amounts in AOCI associated with the hedged
transaction are reclassified to the consolidated statements of operations and comprehensive income in
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DCP MIDSTREAM, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

the same accounts as the item being hedged. We discontinue hedge accounting prospectively when it is determined that the derivative no longer
qualifies as an effective hedge, or when it is probable that the hedged transaction will not occur. When hedge accounting is discontinued because
the derivative no longer qualifies as an effective hedge, the derivative is subject to the mark-to-market accounting method prospectively. The
derivative continues to be carried on the consolidated balance sheets at its fair value; however, subsequent changes in its fair value are
recognized in current period earnings. Gains and losses related to discontinued hedges that were previously accumulated in AOCI will remain in
AOCI until the hedged transaction impacts earnings, unless it is probable that the hedged transaction will not occur, in which case, the gains and
losses that were previously deferred in AOCI will be immediately recognized in current period earnings.

For derivatives designated as fair value hedges, we recognize the gain or loss on the derivative instrument, as well as the offsetting changes in
value of the hedged item in earnings in the current period. All derivatives designated and accounted for as fair value hedges are classified in the
same category as the item being hedged in the consolidated statements of operations and comprehensive income.

Valuation When available, quoted market prices or prices obtained through external sources are used to determine a contract s fair value. For
contracts with a delivery location or duration for which quoted market prices are not available, fair value is determined based on pricing models
developed primarily from historical and expected correlations with quoted market prices.

Values are adjusted to reflect the credit risk inherent in the transaction as well as the potential impact of liquidating open positions in an orderly
manner over a reasonable time period under current conditions. Changes in market prices and management estimates directly affect the
estimated fair value of these contracts. Accordingly, it is reasonably possible that such estimates may change in the near term.

Property, Plant and Equipment Property, plant and equipment are recorded at original cost. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets. The costs of maintenance and repairs, which are not significant improvements, are expensed
when incurred.

Asset retirement obligations associated with tangible long-lived assets are recorded at fair value in the period in which they are incurred, if a
reasonable estimate of fair value can be made, and added to the carrying amount of the associated asset. This additional carrying amount is then
depreciated over the life of the asset. The liability increases due to the passage of time based on the time value of money until the obligation is
settled. We recognize a liability for conditional asset retirement obligations as soon as the fair value of the liability can be reasonably estimated.
A conditional asset retirement obligation is defined as an unconditional legal obligation to perform an asset retirement activity in which the
timing and/or method of settlement are conditional on a future event that may or may not be within the control of the entity.

Investments in Unconsolidated Affiliates We use the equity method to account for investments in greater than 20% owned affiliates that are not
variable interest entities and where we do not have the ability to exercise control, and investments in less than 20% owned affiliates where we
have the ability to exercise significant influence.

We evaluate our investments in unconsolidated affiliates for impairment when events or changes in circumstances indicate, in management s
judgment, that the carrying value of such investments may have experienced an other than temporary decline in value. When evidence of loss in
value has occurred, management compares the estimated fair value of the investment to the carrying value of the investment to determine
whether any impairment has occurred. Management assesses the fair value of our unconsolidated affiliates using
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commonly accepted techniques, and may use more than one method, including, but not limited to, recent third party comparable sales and
discounted cash flow models. If the estimated fair value is less than the carrying value and management considers the decline in value to be
other than temporary, the excess of the carrying value over the estimated fair value is recognized in the financial statements as an impairment
loss.

Intangible Assets and Goodwill Intangible assets consist primarily of commodity sales and purchase contracts and relationships, which are
amortized on a straight-line basis over the term of the contract or anticipated relationship, ranging from one to 25 years. Goodwill is the cost of
an acquisition less the fair value of the net assets of the acquired business.

We evaluate goodwill for impairment annually in the third quarter, and whenever events or changes in circumstances indicate it is more likely
than not that the fair value of a reporting unit is less than its carrying amount. Impairment testing of goodwill consists of a two-step process. The
first step involves comparing the fair value of the reporting unit, to which goodwill has been allocated, with its carrying amount. If the carrying
amount of the reporting unit exceeds its fair value, the second step of the process involves comparing the fair value and carrying value of the
goodwill of that reporting unit. If the carrying value of the goodwill of a reporting unit exceeds the fair value of that goodwill, the excess of the
carrying value over the fair value is recognized as an impairment loss.

Long-Lived Assets We evaluate whether the carrying value of long-lived assets, excluding goodwill, has been impaired when circumstances
indicate the carrying value of those assets may not be recoverable. The carrying amount is not recoverable if it exceeds the undiscounted sum of
cash flows expected to result from the use and eventual disposition of the asset. We consider various factors when determining if these assets
should be evaluated for impairment, including but not limited to:

a significant adverse change in legal factors or business climate;

a current period operating or cash flow loss combined with a history of operating or cash flow losses, or a projection or forecast that
demonstrates continuing losses associated with the use of a long-lived asset;

an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of a long-lived
asset;

significant adverse changes in the extent or manner in which an asset is used, or in its physical condition;

a significant adverse change in the market value of an asset; and

a current expectation that, more likely than not, an asset will be sold or otherwise disposed of before the end of its estimated useful
life.
If the carrying value is not recoverable, the impairment loss is measured as the excess of the asset s carrying value over its fair value.
Management assesses the fair value of long-lived assets using commonly accepted techniques, and may use more than one method, including,
but not limited to, recent third party comparable sales and discounted cash flow models. Significant changes in market conditions resulting from
events such as the condition of an asset or a change in management s intent to utilize the asset would generally require management to reassess
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Upon classification as held for sale, a long-lived asset is measured at the lower of its carrying amount or fair value less cost to sell, depreciation
is ceased and the asset is separately presented on the consolidated balance sheets.
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If an asset held for sale or sold (1) has clearly distinguishable operations and cash flows, generally at the plant level, (2) has direct cash flows of
the held for sale or sold component that will be eliminated (from the perspective of the held for sale or sold component), and (3) if we are unable
to exert significant influence over the disposed component, then the related results of operations for the current and prior periods, including any
related impairments and gains or losses on sales are reflected as income from discontinued operations in the consolidated statements of
operations and comprehensive income. If an asset held for sale or sold does not have clearly distinguishable operations and cash flows,
impairments and gains or losses on sales are recorded as gain on sale of assets in the consolidated statements of operations and comprehensive
income.

Unamortized Debt Premium, Discount and Expense Premiums, discounts and expenses incurred with the issuance of long-term debt are
amortized over the terms of the debt using the effective interest method. These premiums and discounts are recorded on the consolidated balance
sheets within long-term debt. These unamortized expenses are recorded on the consolidated balance sheets as other non-current assets.

Distributions Under the terms of the LLC Agreement, we are required to make quarterly distributions to Spectra Energy and ConocoPhillips
based on allocated taxable income. The LLC Agreement provides for taxable income to be allocated in accordance with Internal Revenue Code
Section 704(c). This Code Section accounts for the variation between the adjusted tax basis and the fair market value of assets contributed to the
joint venture. The distribution is based on the highest taxable income allocated to either member with a minimum of each member s tax, with the
other member receiving a proportionate amount to maintain the ownership capital accounts at 50% for both Spectra Energy and ConocoPhillips.
Prior to January 2, 2007, the capital accounts were maintained at 50% for both Duke Energy and ConocoPhillips, and prior to July 1, 2005, the
capital accounts were maintained at 69.7% for Duke Energy and 30.3% for ConocoPhillips. During the years ended December 31, 2007, 2006
and 2005, we paid distributions of $497 million, $650 million and $389 million, respectively, based on estimated annual taxable income
allocated to the members according to their respective ownership percentages at the date the distributions became due.

Our board of directors determines the amount of the quarterly dividend to be paid to Spectra Energy and ConocoPhillips, by considering net
income, cash flow or any other criteria deemed appropriate. The LLC Agreement restricts payment of dividends except with the approval of both
members. During the years ended December 31, 2007, 2006 and 2005, we paid dividends of $867 million, $801 million and $1,925 million,
respectively, to the members. The $1,925 million paid during the year ended December 31, 2005, is comprised of a disproportionate cash
distribution of approximately $1,100 million to Duke Energy using the proceeds from the sale of our general partner interest in TEPPCO as part
of the 50-50 Transaction, a $245 million proportionate distribution to Duke Energy and ConocoPhillips as part of the 50-50 Transaction, and
$580 million in proportionate distributions to Duke Energy and ConocoPhillips, which were allocated in accordance with our partners respective
ownership percentages. The $867 million and $801 million paid during the years ended December 31, 2007 and 2006, are comprised of
proportionate distributions to Duke Energy and ConocoPhillips, allocated in accordance with our partners respective ownership percentages.

DCP Partners considers the payment of a quarterly distribution to the holders of its common units and subordinated units, to the extent DCP
Partners has sufficient cash from its operations after establishment of cash reserves and payment of fees and expenses, including payments to its
general partner, a wholly-owned subsidiary of ours. There is no guarantee, however, that DCP Partners will pay the minimum quarterly
distribution on the units in any quarter. DCP Partners will be prohibited from making any distributions to unitholders if it would cause an event
of default, or an event of default exists, under its credit agreement. Our limited partner interest in DCP Partners primarily consists of
subordinated units and common units. The subordinated units are entitled to receive the minimum quarterly distribution only after DCP Partners
common unitholders have received the
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minimum quarterly distribution plus any arrearages in the payment of the minimum quarterly distribution from prior quarters. The subordination
period will end, and the subordinated units will convert to common units, on a one for one basis, when certain distribution requirements, as
defined in DCP Partners partnership agreement, have been met. The subordination period has an early termination provision that permitted 50%
of the subordinated units, or 3,571,428 units, to convert to common units in February 2008 and permits the other 50% of the subordinated units
to convert to common units on the second business day following the first quarter distribution in 2009, provided the tests for ending the
subordination period contained in DCP Partners partnership agreement are satisfied. During the years ended December 31, 2007 and 2006, DCP
Partners paid distributions of approximately $25 million and $13 million, respectively, to its public unitholders. In addition to our 33.9% limited
partnership interests we hold a 1.5% general partnership interest, as well as incentive distribution rights, which entitle us to receive an increasing
share of available cash when pre-defined distribution targets are achieved.

Foreign Currency Translation We translated assets and liabilities of our Canadian operations, where the Canadian dollar was the functional
currency, at the period-end exchange rates. Revenues and expenses were translated using average monthly exchange rates during the period,
which approximates the exchange rates at the time of each transaction during the period. Foreign currency translation adjustments are included
in the consolidated statements of operations and of comprehensive income. In July 2005, as part of the 50-50 Transaction, we distributed to
Duke Energy substantially all of our Canadian business. As a result, there were no translation gains or losses in AOCI at December 31, 2007,
2006 and 2005.

Revenue Recognition We generate the majority of our revenues from natural gas gathering, processing, compression, transportation and storage,
and NGL fractionation, transportation, gathering, treating, processing and storage, as well as trading and marketing of natural gas and NGLs. We
realize revenues either by selling the residue natural gas and NGLs, or by receiving fees from the producers.

We obtain access to raw natural gas and provide our midstream natural gas services principally under contracts that contain a combination of one
or more of the following arrangements.

Fee-based arrangements Under fee-based arrangements, we receive a fee or fees for one or more of the following services: gathering,
compressing, treating, processing, or transporting of natural gas. Our fee-based arrangements include natural gas purchase
arrangements pursuant to which we purchase raw natural gas at the wellhead, or other receipt points, at an index related price at the
delivery point less a specified amount, generally the same as the fees we would otherwise charge for gathering of raw natural gas
from the wellhead location to the delivery point. The revenue we earn is directly related to the volume of natural gas that flows
through our systems and is not directly dependent on commodity prices. To the extent a sustained decline in commodity prices

results in a decline in volumes, however, our revenues from these arrangements would be reduced.

Percent-of-proceeds/index arrangements Under percentage-of-proceeds/index arrangements, we generally purchase natural gas from
producers at the wellhead, or other receipt points, gather the wellhead natural gas through our gathering system, treat and process the
natural gas, and then sell the resulting residue natural gas and NGLs based on index prices from published index market prices. We
remit to the producers either an agreed-upon percentage of the actual proceeds that we receive from our sales of the residue natural
gas and NGLs, or an agreed-upon percentage of the proceeds based on index related prices for the natural gas and the NGLs,
regardless of the actual amount of the sales proceeds we receive. Certain of these arrangements may also result in our returning all or
a portion of the residue natural gas and/or the NGLs to the producer, in lieu of returning sales proceeds. Our revenues under
percent-of-proceeds/index arrangements correlate directly with the price of natural gas and/or NGLs.
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Keep-whole arrangements and wellhead purchase arrangements Under the terms of a keep-whole processing contract, we gather raw
natural gas from the producer for processing, sell the NGLs and return to the producer residue natural gas with a British thermal unit,
or Btu, content equivalent to the Btu content of the raw natural gas gathered. This arrangement keeps the producer whole to the
thermal value of the raw natural gas received. Under the terms of a wellhead purchase contract, we purchase raw natural gas from the
producer at the wellhead or defined receipt point for processing and then market the resulting NGLs and residue gas at market prices.
Under these types of contracts, we are exposed to the frac spread. The frac spread is the difference between the value of the NGLs
extracted from processing and the value of the Btu equivalent of the residue natural gas. We benefit in periods when NGL prices are
higher relative to natural gas prices.

Our trading and marketing of natural gas and petroleum products, consists of physical purchases and sales, as well as derivative instruments.

We recognize revenue for sales and services under the four revenue recognition criteria, as follows:
Persuasive evidence of an arrangement exists Our customary practice is to enter into a written contract, executed by both us and the customer.

Delivery Delivery is deemed to have occurred at the time custody is transferred, or in the case of fee-based arrangements, when the services are
rendered. To the extent we retain product as inventory, delivery occurs when the inventory is subsequently sold and custody is transferred to the
third party purchaser.

The fee is fixed or determinable We negotiate the fee for our services at the outset of our fee-based arrangements. In these arrangements, the fees
are nonrefundable. For other arrangements, the amount of revenue, based on contractual terms, is determinable when the sale of the applicable
product has been completed upon delivery and transfer of custody.

Collectability is probable Collectability is evaluated on a customer-by-customer basis. New and existing customers are subject to a credit review
process, which evaluates the customers financial position (for example, cash position and credit rating) and their ability to pay. If collectability is
not considered probable at the outset of an arrangement in accordance with our credit review process, revenue is recognized when the fee is
collected.

We generally report revenues gross in the consolidated statements of operations and comprehensive income, as we typically act as the principal
in these transactions, take custody of the product, and incur the risks and rewards of ownership. Effective April 1, 2006, any new or amended
contracts for certain sales and purchases of inventory with the same counterparty, when entered into in contemplation of one another, are
reported net as one transaction. We recognize revenues for our NGL and residue gas derivative trading activities net in the consolidated
statements of operations and comprehensive income as trading and marketing gains and losses. These activities include mark-to-market gains
and losses on energy trading contracts, and the financial or physical settlement of energy trading contracts.

Revenue for goods and services provided but not invoiced is estimated each month and recorded along with related purchases of goods and
services used but not invoiced. These estimates are generally based on estimated commodity prices, preliminary throughput measurements and
allocations and contract data. There are no material differences between the actual amounts and the estimated amounts of revenues and
purchases recorded at December 31, 2007, 2006 and 2005.
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Quantities of natural gas or NGLs over-delivered or under-delivered related to imbalance agreements with customers, producers or pipelines are
recorded monthly as other receivables or other payables using current market prices or the weighted average prices of natural gas or NGLs at the
plant or system. These balances are settled with deliveries of natural gas or NGLs, or with cash. Included in the consolidated balance sheets as
accounts receivable other as of December 31, 2007 and 2006 were imbalances totaling $48 million and $45 million, respectively. Included in the
consolidated balance sheets as accounts payable other, as of December 31, 2007 and 2006 were imbalances totaling $54 million and $42 million,
respectively.

Significant Customers ConocoPhillips, an affiliated company, was a significant customer in each of the past three years. Sales to
ConocoPhillips, including its 50% owned equity method investment, Chevron Phillips Chemical Company LLC, or CP Chem, totaled
approximately $2,787 million, $2,677 million, and $2,513 million during 2007, 2006 and 2005, respectively.

Environmental Expenditures Environmental expenditures are expensed or capitalized as appropriate, depending upon the future economic
benefit. Expenditures that relate to an existing condition caused by past operations, and that do not generate current or future revenue, are
expensed. Liabilities for these expenditures are recorded on an undiscounted basis when environmental assessments and/or clean-ups are
probable and the costs can be reasonably estimated. Environmental liabilities as of December 31, 2007 and 2006, included in the consolidated
balance sheets, totaled $6 million in both periods recorded as other current liabilities, and totaled $6 million in both periods recorded as other
long-term liabilities.

Stock-Based Compensation Equity classified stock-based compensation cost is measured at fair value, based on the closing common unit price at
grant date, and is recognized as expense over the vesting period. Liability classified stock-based compensation cost is remeasured at each
reporting date at fair value, based on the closing common unit price, and is recognized as expense over the requisite service period.

Compensation expense for awards with graded vesting provisions is recognized on a straight-line basis over the requisite service period of each
separately vesting portion of the award. Awards granted to non-employees for acquiring, or in conjunction with selling goods and services, are
measured at the estimated fair value of the goods or services, or the fair value of the award, whichever is more reliably measured.

Through July 1, 2005, we accounted for stock-based compensation by measuring the intrinsic value of an award at the measurement dates. The
intrinsic value of an award is the amount by which the quoted market price of the underlying stock exceeds the amount, if any, an employee
would be required to pay to acquire the stock. Since the exercise price for all options granted under the plan was equal to the market value of the
underlying common stock on the date of grant, no compensation expense has historically been recognized in the accompanying consolidated
statements of operations and comprehensive income. Compensation expense for phantom stock awards and other stock awards was recorded
from the date of grant over the required vesting period based on the market value of the awards at the date of grant. Compensation expense for
stock-based performance awards was recorded over the required vesting period, and adjusted for increases and decreases in market value at each
reporting date up to the measurement dates.

Effective January 1, 2006, we adopted the provisions of Statement of Financial Accounting Standard, or SFAS, No. 123(R) (Revised 2004)

Share-Based Payment, or SFAS 123R, which establishes accounting for stock-based awards exchanged for employee and non-employee
services. Accordingly, equity classified stock-based compensation cost is measured at grant date, based on the fair value of the award, and is
recognized as expense over the requisite service period. Liability classified stock-based compensation cost is remeasured at each reporting date,
and is recognized over the requisite service period.
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We elected to adopt the modified prospective application method as provided by SFAS 123R and, accordingly, financial statement amounts for
2005 presented in these consolidated financial statements have not been restated. Compensation expense for awards with graded vesting
provisions is recognized on a straight-line basis over the requisite service period of each separately vesting portion of the award.

The following table shows what net income would have been if the fair value recognition provisions of SFAS 123R had been applied to all
stock-based compensation awards for the year ended December 31, 2005.

Year Ended
December 31,
2005
(millions)

Net income, as reported $ 2,170
Add: stock-based compensation expense included in
reported net income 3
Deduct: total stock-based compensation expense determined
under fair value-based method for all awards 3)
Pro forma net income $ 2,170

Accounting for Sales of Units by a Subsidiary We account for sales of units by a subsidiary by recording a gain or loss on the sale of common
equity of a subsidiary equal to the amount of proceeds received in excess of the carrying value of the units sold. As a result, we have deferred
approximately $228 million of gain on sale of common units in DCP Partners, which is included in other long-term liabilities in the consolidated
balance sheets. This gain is comprised of approximately $36 million related to DCP Partners private placement in August 2007, $43 million
related to DCP Partners private placement in June 2007, and approximately $149 million related to DCP Partners initial public offering in
December 2005. We will recognize this gain in earnings upon conversion of all of our subordinated units in DCP Partners to common units.

Income Taxes We are structured as a limited liability company, which is a pass-through entity for U.S. income tax purposes. We own a
corporation that files its own federal, foreign and state corporate income tax returns. The income tax expense related to this corporation is
included in our income tax expense, along with state, local, franchise and margin taxes of the limited liability company and other subsidiaries. In
addition, until July 1, 2005, we had Canadian subsidiaries that were subject to Canadian income taxes.

We follow the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred income taxes are
recognized for the tax consequences of temporary differences between the financial statement carrying amounts and the tax basis of the assets
and liabilities.

Recent Accounting Pronouncements 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. The Statement 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. SFAS 160 is effective for
us on January 1, 2009. Due to the recency of this pronouncement, we have not assessed the impact of SFAS 160 on our consolidated results of
operations, cash flows or financial position.
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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 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. SFAS 141(R) is effective for us on January 1, 2009. As this standard will be applied prospectively upon adoption, we will account
for all transactions with closing dates subsequent to the adoption date in accordance with the provisions of the standard.

SFAS No. 159 The Fair Value Option for Financial Assets and Financial Liabilities including an amendment of FAS 115, or SFAS 159. In
February 2007, the FASB issued SFAS 159, which allows entities to choose, at specified election dates, to measure eligible financial assets and
liabilities at fair value that are not otherwise required to be measured at fair value. If a company elects the fair value option for an eligible item,
changes in that item s fair value in subsequent reporting periods must be recognized in current earnings. SFAS 159 also establishes presentation
and disclosure requirements designed to draw comparison between entities that elect different measurement attributes for similar assets and
liabilities. SFAS 159 is effective for us on January 1, 2008. We have not elected the fair value option relative to any of our financial assets and
liabilities which are not otherwise required to be measured at fair value by other accounting standards. Therefore, there is no effect of adoption
reflected in our consolidated results of operations, cash flows or financial position.

SFAS No. 157 Fair Value Measurements, or SFAS 157. In September 2006, the FASB issued SFAS 157, which provides a single definition
of fair value, together with a framework for measuring it, and requires additional disclosure about the use of fair value to measure assets and
liabilities. The standard establishes a framework for measuring fair value and expands the disclosure requirements surrounding assumptions
made in the measurement of fair value.

The adoption of this standard will result in us making slight changes to our valuation methodologies to incorporate the marketplace participant
view as prescribed by SFAS 157. Such changes will include, but will not be limited to, changes in valuation policies to reflect an exit price
methodology, the effect of considering our own non-performance risk on the valuation of liabilities, and the effect of any change in our credit
rating or standing. As a result of adopting SFAS 157, we estimate a cumulative effect transition adjustment of an after-tax increase to members
equity of approximately $8 million. This transition adjustment will directly affect the beginning balance of members equity.

Pursuant to FASB Financial Staff Position 157-2, the FASB issued a partial deferral of the implementation of SFAS 157 as it relates to all
non-financial assets and liabilities where fair value is the required measurement attribute by other accounting standards. While, we have adopted
SFAS 157 for all financial assets and liabilities (primarily as a result of derivative trading activity) effective January 1, 2008, we have not
assessed the impact that the adoption of SFAS 157 will have on our non-financial assets and liabilities.

FASB Interpretation No. 48 Accounting for Uncertainty in Income Taxes An Interpretation of FASB Statement 109, or FIN 48. In July
2006, the FASB issued FIN 48, which clarifies the accounting for uncertainty in income taxes recognized in financial statements in accordance
with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 also provides guidance
on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The provisions of FIN 48 were
effective for us on January 1, 2007, and the adoption of FIN 48 did not have a material impact on our consolidated results of operations, cash
flows or financial position.
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2. Acquisitions and Dispositions
Acquisitions

Acquisition of Various Gathering, Pipeline and Compression Assets On August 29, 2007, we acquired the stock of Momentum Energy Group,
Inc., or MEG, for approximately $635 million plus closing adjustments of approximately $11 million. The results of MEG s operations have been
included in the consolidated financial statements since that date. As a result of the acquisition, we expanded our operations into the Fort Worth,
Piceance and Powder River producing basins, thus diversifying our business into new areas. We funded our portion of this acquisition with a
364-day bridge loan for $450 million, which was paid off in September 2007 with proceeds from the issuance of the $450 million principal
amount of 6.75% Senior Notes, as well as cash on hand. See further discussion of this transaction in the Contributions to DCP Partners section
below.

Under the purchase method of accounting, the assets and liabilities of MEG were recorded at their respective fair values as of the date of the
acquisition, and we recorded goodwill of approximately $135 million. The goodwill amount recognized relates primarily to projected growth in
the Fort Worth and Piceance producing basins due to significant natural gas reserves and high level of drilling activity. We expect all of the
goodwill to be tax deductible. The values of certain assets and liabilities are preliminary, and are subject to adjustment as additional information
is obtained. When finalized, material adjustments to goodwill may result.

The purchase price allocation is as follows (millions):

Cash $ 42
Receivables 23
Other assets 2
Property, plant and equipment 278
Intangible assets 254
Goodwill 135
Payables (18)
Other liabilities 27
Current debt (20)
Minority interest (23)
Total allocation of purchase price $ 646

In May 2007, DCP Partners acquired certain gathering and compression assets located in southern Oklahoma, as well as related commodity
purchase contracts, from Anadarko Petroleum Corporation for approximately $181 million.

In the fourth quarter of 2005, we entered into an agreement to purchase certain pipeline and compressor station assets in Kansas, Oklahoma and
Texas for approximately $50 million, which are regulated by the Federal Energy Regulatory Commission, or FERC. We did not receive
regulatory approval from the FERC to purchase the assets as non-jurisdictional gathering, but we have filed with the FERC for a certificate to
operate as an interstate pipeline. This acquisition is expected to close in 2008.

Acquisition of Additional Equity Interests In December 2006, we acquired an additional one-third interest in Main Pass Oil Gathering Company,
or Main Pass, for approximately $30 million. We now own two-thirds of Main Pass with one other partner. Main Pass is a joint venture whose
primary operation is a crude oil gathering
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pipeline system in the Gulf of Mexico. Since Main Pass is not a variable interest entity, and we do not have the ability to exercise control, we
continue to account for Main Pass under the equity method.

In November 2006, we purchased the remaining 16% minority interest in Dauphin Island Gathering Partners, or DIGP, for $7 million. DIGP was
owned 84% by us prior to this transaction, and subsequent to this transaction, is owned 100% by us. DIGP owns gathering and transmission
assets in the Gulf Coast.

In December 2005, we purchased an additional 6.67% interest in Discovery Producer Services LLC, or Discovery, from Williams Energy, LLC
for a purchase price of $13 million. Discovery is an unconsolidated affiliate, which, prior to this transaction, was 33.33% owned by us, and
subsequent to this transaction is 40% owned by us. Discovery owns and operates an interstate pipeline, a condensate handling facility, a
cryogenic gas processing plant and other gathering assets in deepwater offshore Louisiana.

Dispositions

Disposition of Various Gathering, Transmission and Processing Assets During the first quarter of 2006, we sold assets totaling $57 million, for
proceeds of $85 million, and we recognized a gain of $28 million.

In August 2005, we sold certain gas gathering facilities in Kansas and Oklahoma for a sales price of approximately $11 million. No gain or loss
was recognized.

In February 2005, we exchanged certain processing plant assets in Wyoming for certain gathering assets and related gathering contracts in
Oklahoma of equivalent fair value.

In February 2005, we sold certain gathering, compression, fractionation, processing plant and transportation assets in Wyoming for
approximately $28 million.

Disposition of Equity Interests In February 2005, we sold our general partner interest in TEPPCO to Enterprise GP Holdings L.P., an unrelated
third party, for $1,100 million in cash and recognized a gain of $1,137 million. The cash proceeds from this transaction were received in
February 2005 and loaned to Duke Energy and ConocoPhillips in amounts equal to their ownership percentages in the Company at that time.
The loans were made under the terms of revolving credit facilities established in February 2005 with Duke Capital LLC, an affiliate of Duke
Energy, and ConocoPhillips in the amounts of $767 million and $333 million, respectively. ConocoPhillips repaid its outstanding borrowings in
full in March 2005. Duke Capital, LLC repaid its outstanding borrowings in full in July 2005.
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Distribution of Canadian Business to Duke Energy In July 2005, as part of the 50-50 Transaction, we distributed to Duke Energy substantially all
of our Canadian business. These assets comprised a component of the Company for purposes of reporting discontinued operations. The results of
operations and cash flows related to these assets have been reclassified to discontinued operations for all periods presented. The following is a
summary of the net assets distributed to Duke Energy on the closing date of July 1, 2005 (millions):

Assets:

Cash $ 44
Accounts receivable 18
Other assets 1
Property, plant and equipment, net 291
Goodwill 18
Total assets $372
Liabilities:

Accounts payable $ 11
Other current liabilities

Current and long-term debt 1
Deferred income taxes 20
Other long-term liabilities 12
Total liabilities $ 48
Net assets of Canadian business distributed to Duke Energy $324

We routinely sell assets that comprise a component of the Company, and are recorded as discontinued operations, but are not individually
significant. The results of operations and cash flows related to these assets have been reclassified to discontinued operations for all periods
presented.

There were no assets accounted for as discontinued operations for the years ended December 31, 2007 or 2006. The following table sets forth
selected financial information associated with assets accounted for as discontinued operations.

For the Year
Ended
December 31,
2005
(millions)

Operating revenues $ 35
Pre-tax operating income $ 4
Income tax expense (D)
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Income from discontinued operations $ 3
Contributions to DCP Partners

MEG Concurrent with our acquisition of the stock of MEG in August 2007, DCP Partners acquired certain subsidiaries of MEG from us for $166
million plus post-closing purchase price adjustments of approximately $9 million. These subsidiaries of MEG own assets in the Piceance Basin,
including a 70% operated interest in the
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Collbran Valley Gas Gathering system joint venture in western Colorado, and assets in the Powder River Basin, including the Douglas gas
gathering system in Wyoming. DCP Partners financed this transaction with $120 million of revolver and term loan borrowings under DCP
Partners Amended Credit Agreement, the issuance of common units through a private placement with certain institutional inventors and cash on
hand. In August 2007, DCP Partners issued 2,380,952 common limited partner units in a private placement, pursuant to a common unit purchase
agreement with private owners of MEG or affiliates of such owners, at $42.00 per unit, or approximately $100 million in the aggregate. As a
result of this transaction, the omnibus agreement with DCP Partners was amended to increase the annual fee payable to us by DCP Partners by
$2 million for incremental general and administrative expenses. We will continue to operate these assets and these assets will continue to be
included in our financial statements, through the consolidation of DCP Partners.

DCP East Texas Holdings, LLC and Discovery Producer Services LLC In July 2007, we contributed to DCP Partners our 25% limited liability
company interest in DCP East Texas Holdings, LLC, or East Texas, our 40% limited liability company interest in Discovery and a derivative
instrument, for aggregate consideration of $244 million in cash, including $1 million for net working capital and other adjustments, $27 million
in common units and $1 million in general partner equivalent units. We own the remaining 75% limited liability company interest in East Texas,
while third parties still own the other 60% limited liability interest in Discovery. DCP Partners financed the cash portion of this transaction with
borrowings under its existing credit facility. We will continue to operate East Texas and both of these assets will continue to be included in our
financial statements, through the consolidation of DCP Partners.

Wholesale Propane Logistics Business In November 2006, we contributed our wholesale propane logistics business to DCP Partners for
consideration of approximately $83 million, including $77 million in cash ($10 million of which was paid in January 2007 upon completion of
construction of a new propane terminal), and $6 million in Class C units. DCP Partners financed this transaction with its existing credit facility
and the issuance of Class C units, which were subsequently converted to common units on July 2, 2007. As a result of this transaction, the
omnibus agreement with DCP Partners was amended to increase the annual fee payable to us by DCP Partners by $2 million for incremental
general and administrative expenses. We will continue to operate these assets and these assets will continue to be included in our financial
statements, through the consolidation of DCP Partners.
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3. Agreements and Transactions with Affiliates

The following table summarizes the transactions with affiliates:

(a)

Spectra Energy:

Sales of natural gas and petroleum products to affiliates
Transportation, storage and processing

Purchases of natural gas and petroleum products from affiliates
Operating and general and administrative expenses

Duke Energy:

Sales of natural gas and petroleum products to affiliates
Transportation, storage and processing

Purchases of natural gas and petroleum products from affiliates
Operating and general and administrative expenses

Interest income

ConocoPhillips (a):

Sales of natural gas and petroleum products to affiliates
Transportation, storage and processing

Purchases of natural gas and petroleum products from affiliates
General and administrative expenses

Unconsolidated affiliates:

Sales of natural gas and petroleum products to affiliates
Transportation, storage and processing

Purchases of natural gas and petroleum products from affiliates

For the Years Ended,
December 31,
2007 2006 2005
(millions)
$ 2 $ $
$ 49 $
$ 123 % $
$ 13 $ $
$ $ 41 $ 109
$ $ 18 § 2
$ $ 137 $ 130
$ $ 30 $ 4
$ $ $ 8
$2,787 $2,677 $2513
$ 17 $ 12 3 11
$ 489 $ 492 $ 556
$ 2 3 5 93
$ 95§ 95 $ 163
$ 23§ 20 $ 20
$ 169 $ 160 $ 144

Includes ConocoPhillips 50% owned equity method investment, Chevron Phillips Chemical Company LLC
Spectra Energy

Commodity Transactions We sell a portion of our residue gas and NGLs to, purchase raw natural gas and other petroleum products from, and
provide gathering and transportation services to Spectra Energy and their subsidiaries. Management anticipates continuing to purchase and sell

commodities and provide services to Spectra Energy in the ordinary course of business.

Included in the consolidated balance sheets in other non-current assets affiliates as of December 31, 2007 and 2006, are insurance recovery

receivables of $27 million and $47 million, respectively, and included in accounts receivable affiliates as of December 31, 2007 and 2006, are
other receivables of $2 million and $8 million, respectively. Prior to January 2, 2007, these receivables were from an insurance provider that is a

subsidiary of Duke Energy. In connection with the Spectra spin, Spectra Energy is responsible for these insurance liabilities. During the years
ended December 31, 2007, 2006 and 2005, we recorded hurricane related business interruption insurance recoveries of $4 million, $1 million
and $3 million, respectively, included in the consolidated statements of operations and comprehensive income as transportation, storage and

processing.

Duke Energy
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In connection with the Spectra spin, Duke Energy is not considered a related party for reporting periods after January 2, 2007.
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Commodity Transactions In 2006, we sold a portion of our residue gas and NGLs to, purchased raw natural gas and other petroleum products
from, and provided gathering and transportation services to Duke Energy and their subsidiaries.

Services Agreement Under a services agreement, Duke Energy and certain of its subsidiaries provided us with various staff and support services,
including information technology products and services, payroll, employee benefits, property taxes, media relations, printing and records
management. Additionally, we used other Duke Energy services subject to hourly rates, including legal, insurance, internal audit, tax planning,
human resources and security departments.

In connection with the Spectra spin, as of December 31, 2007, our corporate operations, Spectra Energy, or third party service providers have
assumed responsibility for all services previously provided to us by Duke Energy.

In the fourth quarter of 2006, an insurance provider that is a subsidiary of Duke Energy agreed to settle an insurance claim, related to a damaged
underground storage facility, for approximately $21 million. We had recorded a receivable in 2005 related to this claim for approximately $4
million. Upon receipt of the cash in December 2006, we relieved the receivable and recorded business interruption insurance recoveries of
approximately $16 million, included in the consolidated statements of operations and comprehensive income as transportation, storage and
processing.

ConocoPhillips

Long-term NGLs Purchases Contract and Transactions We sell a portion of our residue gas and NGLs to ConocoPhillips and its subsidiaries,
including Chevron Phillips Chemical Company LLC, or CP Chem, a 50% equity investment of ConocoPhillips. In addition, we purchase raw
natural gas from ConocoPhillips. Under the NGL Output Purchase and Sale Agreements, or the NGL Agreements, with ConocoPhillips and CP
Chem, ConocoPhillips and CP Chem have the right to purchase at index-based prices substantially all NGLs produced by our various processing
plants located in the Mid-Continent and Permian Basin regions, and the Austin Chalk area, which include approximately 40% of our total NGL
production. The NGL Agreements also grant ConocoPhillips and CP Chem the right to purchase at index-based prices certain quantities of
NGLs produced at processing plants that are acquired and/or constructed by us in the future in various counties in the Mid-Continent and
Permian Basin regions, and the Austin Chalk area. The primary terms of the agreements are effective until January 1, 2015. We anticipate
continuing to purchase and sell these commodities and provide these services to ConocoPhillips and CP Chem in the ordinary course of
business.

Transactions with other unconsolidated affiliates

We sell a portion of our residue gas and NGLs to, purchase raw natural gas and other petroleum products from, and provide gathering and
transportation services to, unconsolidated affiliates. We anticipate continuing to purchase and sell commodities and provide services to
unconsolidated affiliates in the ordinary course of business.

In February 2005, we sold our general partner interest in TEPPCO to Enterprise GP Holdings L.P., an unrelated third party, for $1,100 million in
cash and recognized a gain of $1,137 million. The cash proceeds from this transaction were received in February 2005 and loaned to Duke
Energy and ConocoPhillips in amounts equal to their ownership percentages in the Company at that time. The loans were made under the terms
of revolving
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credit facilities established in February 2005 with Duke Capital LLC, an affiliate of Duke Energy, and ConocoPhillips in the amounts of $767
million and $333 million, respectively. ConocoPhillips repaid their outstanding borrowings in full in March 2005. Duke Capital LLC repaid their
outstanding borrowings in full in July 2005.

Estimates related to affiliates

Revenue for goods and services provided but not invoiced to affiliates is estimated each month and recorded along with related purchases of
goods and services used but not invoiced. These estimates are generally based on estimated commodity prices, preliminary throughput
measurements and allocations and contract data. Actual invoices for the current month are issued in the following month and differences from
estimated amounts are recorded. There are no material differences from the actual amounts invoiced subsequent to quarter end relating to
estimated revenues and purchases recorded at December 31, 2007, 2006 and 2005.

4. Inventories

Inventories were as follows:

December 31,
2007 2006
(millions)
Natural gas held for resale $ 39 $ 34
NGLs 78 53
Total inventories $117 $ 87
5. Property, Plant and Equipment
Property, plant and equipment by classification was as follows:
Depreciable December 31,
Life 2007 2006
(millions)
Gathering 15 - 30 years $ 3,233 $ 2,641
Processing 25 - 30 years 2,030 1,904
Transportation 25 - 30 years 1,224 1,217
Underground storage 20 - 50 years 121 119
General plant 3 -5 years 153 146
Construction work in progress 347 203
7,108 6,230
Accumulated depreciation (2,665) (2,361)
Property, plant and equipment, net $ 4,443 $ 3,869
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Depreciation expense for the years ended December 31, 2007, 2006 and 2005 was $304 million, $275 million and $278 million, respectively.
Interest capitalized on construction projects in 2007, 2006 and 2005, was approximately $4 million, $3 million and $2 million, respectively. At
December 31, 2007 we had non-cancelable purchase obligations of approximately $9 million for capital projects to be completed in 2008.
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6. Goodwill and Intangible Assets

The changes in carrying amount of goodwill are as follows:

December 31,

2007 2006
(millions)
Goodwill, beginning of period $ 421 $ 421
Goodwill acquired 135
Goodwill, end of period $ 556 $421

The increase in goodwill during 2007 consists of the amount that we recognized in connection with our acquisition of MEG.

We perform an annual goodwill impairment test, and update the test during interim periods if events or circumstances occur that would more
likely than not reduce the fair value of a reporting unit below its carrying amount. We use a discounted cash flow analysis supported by market
valuation multiples to perform the assessment. Key assumptions in the analysis include the use of an appropriate discount rate, estimated future
cash flows and an estimated run rate of general and administrative costs. In estimating cash flows, we incorporate current market information, as
well as historical and other factors, into our forecasted commodity prices. Our annual goodwill impairment test, as of August 31, 2007, and our
interim goodwill impairment test in conjunction with the distribution of substantially all of our Canadian business to Duke Energy in conjunction
with the 50-50 Transaction, in July 2005, both indicated that our reporting units fair values exceed their carrying or book values. Accordingly,
no impairment of goodwill is indicated.

Intangible assets consist primarily of commodity sales and purchase contracts and relationships. The gross carrying amount and accumulated
amortization for intangible assets are as follows:

December 31,
2007 2006
(millions)
Gross carrying amount $398 $132
Accumulated amortization (86) (74)
Intangible assets, net $312 $ 58

Intangible assets increased as a result of the Southern Oklahoma and MEG acquisitions, through which $12 million and $254 million,
respectively, of intangible assets were acquired. During the years ended December 31, 2007, 2006 and 2005 we recorded amortization expense
of $12 million, $9 million, and $9 million, respectively. The remaining amortization periods range from less than one year to 25 years, with a
weighted average remaining period of approximately 21 years.
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Estimated amortization for these contracts for the next five years and thereafter is as follows as of December 31, 2007:

Estimated Amortization

(millions)
2008 $ 21
2009 20
2010 19
2011 18
2012 18
Thereafter 216
Total $312

7. Investments in Unconsolidated Affiliates

We have investments in the following unconsolidated affiliates accounted for using the equity method:

2007 December 31,
Ownership 2007 2006
(millions)
Discovery Producer Services LLC 40.00% $118 $ 114
Main Pass Oil Gathering Company 66.67% 43 47
Mont Belvieu I 20.00% 12 11
Sycamore Gas System General Partnership 48.45% 11 12
Tri-States NGL Pipeline, LLC 16.67% 9 9
Black Lake Pipe Line Company 50.00% 7 6
Other unconsolidated affiliates Various 4 5
Total investments in unconsolidated affiliates $204 $ 204

Discovery Producer Services LLC Discovery operates a 600 MMct/d cryogenic natural gas processing plant near Larose, Louisiana, a natural gas
liquids fractionator plant near Paradis, Louisiana with a design capacity of 600 MMcf/d and approximately 173 miles of pipe, and several

onshore laterals expanding their presence in the Gulf. In December 2005, we acquired an additional 6.67% interest in Discovery from Williams
Energy, LLC for a purchase price of $13 million, bringing our total ownership to 40%. The deficit between the carrying amount of the

investment and the underlying equity of Discovery of $44 million and $49 million at December 31, 2007 and 2006, respectively, is associated
with, and is being depreciated over the life of, the underlying long-lived assets of Discovery.

Main Pass Oil Gathering Company In December 2006, we acquired an ad