Edgar Filing: DCP Midstream Partners, LP - Form S-3/A

DCP Midstream Partners, LP
Form S-3/A
January 15, 2008



Edgar Filing: DCP Midstream Partners, LP - Form S-3/A

Table of Contents

As filed with the Securities and Exchange Commission on January 15, 2008
Registration Statement No. 333-146832

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Amendment No. 1
to
Form S-3
REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

DCP MIDSTREAM PARTNERS, LP
(Exact name of registrant as specified in its charter)

Delaware 4922 03-0567133
(State or Other Jurisdiction of (Primary Standard Industrial (LR.S. Employer
Incorporation or Organization) Classification Code Number) Identification No.)

370 17th Street, Suite 2775
Denver, Colorado 80202
(303) 633-2900
(Address, including zip code, and telephone number,
including area code, of registrants principal executive offices)

Michael S. Richards
General Counsel
370 17th Street, Suite 2775
Denver, Colorado 80202
(303) 633-2900
(Name, address, including zip code, and telephone number,
including area code, of agent for service)

Copy to:

Douglas E. McWilliams
Vinson & Elkins L.L.P.
1001 Fannin Street, Suite 2500
Houston, Texas 77002
(713) 758-2222

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of
this registration statement.

Table of Contents 2



Edgar Filing: DCP Midstream Partners, LP - Form S-3/A

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box. o

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. p

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box. o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction L.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box. o

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933, or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

Subject to completion, dated January 15, 2008
PROSPECTUS

DCP Midstream Partners, LP

5,386,732 Common Units

Up to 5,386,732 of our common units may be offered from time to time by the selling unitholders named in this
prospectus. All of the common units were originally sold to the selling unitholders in private placements exempt from
the registration requirements of the Securities Act of 1933, as amended. We are registering the offer and sale of the
common units to satisfy registration rights that we have granted to the selling unitholders. The selling unitholders may
sell the common units at various times and in various types of transactions, including sales in the open market, sales in
negotiated transactions and sales by a combination of methods. We are not selling any common units under this
prospectus and will not receive any proceeds from the sale of common units by the selling unitholders.

Our common units are traded on the New York Stock Exchange under the symbol DPM. On January 10, 2008, the last
reported sale price of our common units on the New York Stock Exchange was $39.60 per common unit.

Limited partnerships are inherently different than corporations. You should carefully consider each of the
factors described under Risk Factors beginning on page 6 of this prospectus before you make an investment in
our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to

the contrary is a criminal offense.

The date of this prospectus is , 2008
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GUIDE TO READING THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission
(the SEC ) for a continuous offering. Under this prospectus, the selling unitholders may, from time to time, sell
the shares of our common units described in this prospectus in one or more offerings. This prospectus may be
supplemented from time to time to add, update or change information in this prospectus. Any statement
contained in this prospectus will be deemed to be modified or superseded for the purposes of this prospectus to
the extent that a statement contained in a prospectus supplement modifies such statement. Any statement so
modified will be deemed to constitute a part of this prospectus only as so modified, and any statement so
modified will be deemed to constitute a part of this prospectus.

Throughout this prospectus, when we use the terms we, us, or DCP, we are referring either to DCP Midstream
Partners, LP, the registrant itself, or to DCP Midstream Partners, LP and its operating subsidiaries collectively, as the
context requires. References in this prospectus to our general partner refer to DCP Midstream GP, LP and/or DCP
Midstream GP, LLC, the general partner of DCP Midstream GP, LP, as appropriate.

WHERE YOU CAN FIND MORE INFORMATION

We incorporate by reference information into this prospectus, which means that we disclose important information to
you by referring you to another document filed separately with the SEC. The information incorporated by reference is
deemed to be part of this prospectus, except for any information superseded by information contained expressly in this
prospectus, and the information we file later with the SEC will automatically supersede this information. You should
not assume that the information in this prospectus is current as of any date other than the date on the front page of this
prospectus.

Any information that we file under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after the
date of this prospectus, and that is deemed filed, with the SEC will automatically update and supersede this
information. We incorporate by reference:

Our Annual Report on Form 10-K for the year ended December 31, 2006;

Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2007, June 30, 2007 and September 30,
2007;

Our Current Reports on Form 8-K filed February 22, 2007, March 13, 2007, April 20, 2007, May 2, 2007,
May 10, 2007, May 14, 2007, May 25, 2007, May 25, 2007, June 20, 2007, June 25, 2007, June 27, 2007,
July 2, 2007 (as amended by our Current Reports on Form 8-K/A filed on October 3, 2007 and October 16,
2007), July 11, 2007, August 9, 2007, September 5, 2007, September 17, 2007, October 10, 2007, October 17,
2007, October 17, 2007, October 30, 2007, November 8, 2007, November 13, 2007, November 14, 2007,
December 20, 2007, January 7, 2008 and January 15, 2008; and

The description of our common units contained in our registration statement on Form 8-A filed on
November 18, 2005, and any subsequent amendment or report filed for the purpose of updating such
description.
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You may request a copy of any document incorporated by reference in this prospectus and any exhibit specifically
incorporated by reference in those documents, at no cost, by writing or telephoning us at the following address or
phone number:

DCP Midstream Partners, LP
Secretary
370 17th Street, Suite 2775
Denver, Colorado
(303) 633-2900

Additionally, you may read and copy any documents filed by us at the SEC s public reference room at 100 F Street,
N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference
room. Our filings with the SEC are also available to the public from commercial document retrieval services and at
the SEC s web site at http://www.sec.gov.

We also make available free of charge on our internet website at http://www.dcppartners.com our annual reports on
Form 10-K and our quarterly reports on Form 10-Q, and any amendments to those reports, as soon as reasonably
practicable after we electronically file such material with the SEC. Information contained on our website is not
incorporated by reference into this prospectus and you should not consider information contained on our website as
part of this prospectus.

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

Some of the information in this prospectus and 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 under Risk Factors beginning on page 6 as well as the following risks and uncertainties:

the level and success of natural gas drilling 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 our parents, 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, 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 the credit ratings for our debt obligations;
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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;
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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 our and third-party-owned infrastructure;

changes in laws and regulations, particularly with regard to taxes, safety and protection of the environment or
the increased regulation of our industry;

industry changes, including the impact of consolidations, alternative energy sources, technological advances
and changes in competition;

the amount of collateral required to be posted from time to time in our transactions; and

general economic, market and business conditions.
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.
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DCP MIDSTREAM PARTNERS, LP
Overview

We are a Delaware limited partnership formed by DCP Midstream, LLC to own, operate, acquire and develop a
diversified portfolio of complementary midstream energy assets. We are currently engaged in the business of
gathering, compressing, treating, processing, transporting and selling natural gas, the business of producing,
transporting and selling propane and other natural gas liquids, or NGLs, and the business of storing propane.
Supported by our relationship with DCP Midstream, LLC and its parents, Spectra Energy Corp, which we refer to as
Spectra Energy, and ConocoPhillips, we intend to acquire and construct additional assets and we have a management
team dedicated to executing our growth strategy.

Our operations are organized into three business segments, Natural Gas Services, Wholesale Propane Logistics and
NGL Logistics.

Our Natural Gas Services segment is comprised of the following:

our North Louisiana system, which is an integrated pipeline system located in northern Louisiana and southern
Arkansas that gathers, compresses, treats, processes, transports and sells natural gas, and that sells NGLs. This
system consists of the following:

the Minden processing plant and gathering system, which includes a cryogenic natural gas processing plant
supplied by approximately 700 miles of natural gas gathering pipelines, connected to approximately 460
receipt points, with throughput and processing capacity of approximately 115 million cubic feet per day, or
MMcf/d;

the Ada processing plant and gathering system, which includes a refrigeration natural gas processing plant
supplied by approximately 130 miles of natural gas gathering pipelines, connected to approximately 210
receipt points, with throughput capacity of approximately 80 MMcf/d; and

the Pelico Pipeline, LL.C system, or Pelico system, an approximately 600-mile intrastate natural gas
gathering and transportation pipeline with throughput capacity of approximately 250 MMcf/d and
connections to the Minden and Ada processing plants and approximately 450 other receipt points. The Pelico
system delivers natural gas to multiple interstate and intrastate pipelines, as well as directly to industrial and
utility end-use markets;

our Southern Oklahoma, or Lindsay, gathering system, that was acquired in May 2007, which consists of
approximately 225 miles of pipeline and 9,500 horsepower of compression, with throughput and processing
capacity of approximately 25 MMcf/d;
our equity interests that were acquired in July 2007, which consist of the following:
our 40% interest in Discovery Producer Services LL.C, or Discovery, which constructs and operates a natural
gas processing plant, a natural gas liquids fractionator plant, a natural gas pipeline that transports gas from

the Gulf of Mexico to their processing plant, and several laterals expanding their presence in the Gulf;

our 25% interest in DCP East Texas Holdings, LLC, or East Texas, which operates a natural gas processing
complex that is connected to their gathering system as well as third party gathering systems, and delivers
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residue gas to interstate and intrastate pipelines; and

our gathering, processing and compression assets that were acquired in August 2007, which consist of the
following:

our 70% operating interest in the 31-mile Collbran Valley Gas Gathering system, or Collbran, which has
assets in the Piceance Basin that gather and process natural gas from over 20,000 dedicated acres in western
Colorado, and a processing facility with a capacity that is currently being expanded from 60 MMct/d to

120 MMcf/d;
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The Powder River Basin assets, which include the 1,324-mile Douglas gas gathering system, that gathers
approximately 30 MMcf/d of gas and covers more than 4,000 square miles in Wyoming, as well as an idle
Painter Unit fractionator and Millis terminal, and associated NGL pipelines in southwest Wyoming.

Our Wholesale Propane Logistics segment, which we acquired in November 2006, consists of the following:

six owned rail terminals located in the Midwest and northeastern United States, with aggregate storage capacity
of 25 thousand barrels, or MBbls;

one leased marine terminal located in Providence, Rhode Island, with storage capacity of 450 MBbls;
one pipeline terminal in Midland, Pennsylvania with storage capacity of 56 MBbls; and
access to several open access pipeline terminals.

Our NGL Logistics segment consists of the following:

our Seabreeze pipeline, an approximately 68-mile intrastate NGL pipeline in Texas with throughput capacity of
33 thousand barrels per day, or MBbls/d;

our Wilbreeze pipeline, the construction of which was completed in December 2006, an approximately 39-mile
intrastate NGL pipeline in Texas, which connects a DCP Midstream, LLC gas processing plant to the
Seabreeze pipeline, with throughput capacity of 11 MBbls/d; and

our 45% interest in the Black Lake Pipe Line Company, or Black Lake, the owner of an approximately
317-mile interstate NGL pipeline in Louisiana and Texas with throughput capacity of 40 MBbls/d.

Partnership Structure and Management

Our operations are conducted through, and our operating assets are owned by, our subsidiaries. We own our interests
in our subsidiaries through our 100% ownership interest in our operating partnership, DCP Midstream Operating, LP.
DCP Midstream GP, LLC is the general partner of our general partner, DCP Midstream GP, LP, and has sole

responsibility for conducting our business and managing our operations.

Our principal executive office is located at 370 17th Street, Suite 2775, Denver, Colorado 80202. Our telephone
number is (303) 633-2900. Our common units are traded on the New York Stock Exchange under the symbol DPM.

5
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RISK FACTORS

Limited partner interests are inherently different from capital stock of a corporation, although many of the business
risks to which we are subject are similar to those that would be faced by a corporation engaged in similar businesses.
Before you invest in our securities, you should carefully consider the following risk factors as well as those contained
in our most recent Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, each of which is
incorporated by reference herein, and those that may be included in any applicable prospectus supplement, together
with all of the other information included in this prospectus, any prospectus supplement and any other documents we
incorporate by reference.
If any of the following risks were actually to occur, our business, financial condition or results of operations could be
materially adversely affected. In that case, we might not be able to pay the minimum quarterly distribution on our
common units, the trading price of our common units could decline and you could lose all or part of your investment.
Risks Related to Our Business
We may not have sufficient cash from operations following the establishment of cash reserves and payment of fees
and expenses, including cost reimbursements to our general partner, to enable us to continue to make cash
distributions to holders of our common units and subordinated units at our current distribution rate.
We may not have sufficient available cash from operating surplus each quarter to enable us to continue to make cash
distributions at our current distribution rate. The amount of cash we can distribute on our units principally depends
upon the amount of cash we generate from our operations, which will fluctuate from quarter to quarter based on,
among other things:

the fees we charge and the margins we realize for our services;

the prices of, level of production of, and demand for, natural gas, propane, condensate and NGLs;

the volume of natural gas we gather, treat, compress, process, transport and sell, the volume of propane and
NGLs we transport and sell, and the volumes of propane we store;

the relationship between natural gas and NGL prices;

the level of competition from other midstream energy companies;

the impact of weather conditions on the demand for natural gas and propane;

the level of our operating and maintenance and general and administrative costs; and
prevailing economic conditions.

In addition, the actual amount of cash we will have available for distribution will depend on other factors, some of
which are beyond our control, including:

the level of capital expenditures we make;

the cost and form of payment of acquisitions;
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our debt service requirements and other liabilities;

fluctuations in our working capital needs;

our ability to borrow funds and access capital markets;

restrictions contained in our debt agreements;

the amount of cash distributions we receive from our equity interests; and
the amount of cash reserves established by our general partner.
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We have partial ownership interests in a number of joint venture legal entities, including Discovery, East Texas
and Black Lake, which could adversely affect our ability to operate and control these entities. In addition, we may
be unable to control the amount of cash we will receive from the operation of these entities and we could be
required to contribute significant cash to fund our share of their operations, which could adversely affect our
ability to distribute cash to you.

Our inability to control the operations and management of joint venture legal entities that we have a partial ownership
interest in may mean that we will not receive the amount of cash we expect to be distributed to us. In addition, for
entities where we have a minority ownership interest, we will be unable to control ongoing operational decisions,
including the incurrence of capital expenditures that we may be required to fund. Specifically,

We have limited ability to influence decisions with respect to the operations of these entities and their
subsidiaries, including decisions with respect to incurrence of expenses and distributions to us;

These entities may establish reserves for working capital, capital projects, environmental matters and legal
proceedings which would otherwise reduce cash available for distribution to us;

These entities may incur additional indebtedness, and principal and interest made on such indebtedness may
reduce cash otherwise available for distribution to us; and

These entities may require us to make additional capital contributions to fund working capital and capital
expenditures, our funding of which could reduce the amount of cash otherwise available for distribution.

All of these things could significantly and adversely impact our ability to distribute cash to you.

The amount of cash we have available for distribution to holders of our common units and subordinated units
depends primarily on our cash flow and not solely on profitability.

You should be aware that the amount of cash we have available for distribution depends primarily upon our cash flow
and not solely on profitability, which will be affected by non-cash items. As a result, we may make cash distributions
during periods when we record losses for financial accounting purposes and may not make cash distributions during
periods when we record net earnings for financial accounting purposes.

Because of the natural decline in production from existing wells, our success depends on our ability to obtain new
sources of supplies of natural gas and NGLs, which are dependent on certain factors beyond our control. Any
decrease in supplies of natural gas or NGLs could adversely affect our business, operating results and our ability to
make cash distributions.

Our gathering and transportation pipeline systems are connected to or dependent on the level of production from
natural gas wells, from which production will naturally decline over time. As a result, our cash flows associated with
these wells will also decline over time. In order to maintain or increase throughput levels on our gathering and
transportation pipeline systems and NGL pipelines and the asset utilization rates at our natural gas processing plants,
we must continually obtain new supplies. The primary factors affecting our ability to obtain new supplies of natural
gas and NGLs, and to attract new customers to our assets include the level of successful drilling activity near these
systems, and our ability to compete for volumes from successful new wells.

The level of drilling activity is dependent on economic and business factors beyond our control. The primary factor
that impacts drilling decisions is natural gas prices. Currently, natural gas prices are high in relation to historical
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prices. For example, the rolling twelve-month average New York Mercantile Exchange, or NYMEX, daily settlement
price of natural gas futures contracts has increased from $5.39 per MMBtu as of December 31, 2003 to $7.96 per
MMBtu as of December 31, 2007. If the high price for natural gas were to decline, the level of drilling activity could
decrease. A sustained decline in natural gas prices could result in a decrease in exploration and development activities
in the fields served by our gathering and pipeline transportation systems and our natural gas treating and processing
plants, which would lead to reduced
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utilization of these assets. Other factors that impact production decisions include producers capital budgets, the ability
of producers to obtain necessary drilling and other governmental permits, access to drilling rigs and regulatory
changes. Because of these factors, even if new natural gas reserves are discovered in areas served by our assets,
producers may choose not to develop those reserves. If we are not able to obtain new supplies of natural gas to replace
the natural decline in volumes from existing wells due to reductions in drilling activity or competition, throughput on
our pipelines and the utilization rates of our treating and processing facilities would decline, which could have a
material adverse effect on our business, results of operations, financial condition and ability to make cash distributions
to you.

The cash flow from our Natural Gas Services segment is affected by natural gas, NGL and condensate prices, and
decreases in these prices could adversely affect our ability to make distributions to holders of our common units
and subordinated units.

Our Natural Gas Services segment is affected by the level of natural gas, NGL and condensate prices. NGL and
condensate prices generally fluctuate on a basis that correlates to fluctuations in crude oil prices. In the past, the prices
of natural gas and crude oil have been extremely volatile, and we expect this volatility to continue. The markets and
prices for natural gas, NGLs, condensate and crude oil depend upon factors beyond our control. These factors include
supply of and demand for these commodities, which fluctuate with changes in market and economic conditions and
other factors, including:

the impact of weather;

the level of domestic and offshore production;

the availability of imported natural gas, NGLs and crude oil;

actions taken by foreign oil and gas producing nations;

the availability of local, intrastate and interstate transportation systems;

the availability and marketing of competitive fuels;

the impact of energy conservation efforts; and

the extent of governmental regulation and taxation.
Our primary natural gas gathering and processing arrangements that expose us to commodity price risk are our
percentage-of-proceeds arrangements. Under percentage-of-proceeds arrangements, we generally purchase natural gas
from producers for an agreed percentage of the proceeds from the sale of residue gas and NGLs resulting from our
processing activities, and then sell the resulting residue gas and NGLs at market prices. Under these types of
arrangements, our revenues and our cash flows increase or decrease, whichever is applicable, as the price of natural
gas and NGLs fluctuate. We have mitigated a portion of our share of anticipated natural gas and NGL commodity
price risk associated with these arrangements through 2013. Additionally, as part of our gathering operations, we
recover and sell condensate. The margins we earn from condensate sales are directly correlated with crude oil prices.

We have mitigated a portion of our share of anticipated condensate commodity price risk through 2013.

Our derivative activities may have a material adverse effect on our earnings, profitability, cash flows and financial
condition.
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We have mitigated a portion of our expected natural gas and NGL commodity price risk relating to our
percentage-of-proceeds gathering and processing contracts through 2013 by entering into derivative financial
instruments relating to the future price of natural gas and crude oil. In addition, we have mitigated a portion of our
expected condensate commodity price risk relating to condensate recovered from our gathering operations through
2013 by entering into derivative financial instruments relating to the future price of crude oil. Additionally, we have
entered into interest rate swap agreements to convert a portion of the variable rate revolving debt under our Credit
Agreement to a fixed rate obligation, thereby reducing the exposure to market
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rate fluctuations. The intent of these arrangements is to reduce the volatility in our cash flows resulting from
fluctuations in commodity prices and interest rates.

We will continue to evaluate whether to enter into any new derivative arrangements, but there can be no assurance that
we will enter into any new derivative arrangement or that our future derivative arrangements will be on terms similar
to our existing derivative arrangements. Also, we may seek in the future to further limit our exposure to changes in
natural gas, NGL and condensate commodity prices and interest rates by using financial derivative instruments and
other derivative mechanisms from time to time. To the extent we enter into derivative instruments to mitigate our
commodity price and interest rate risk, we will forego the benefits we would otherwise experience if commodity
prices or interest rates were to change in our favor.

Despite our risk management program, we remain exposed to risks associated with fluctuations in commodity prices.
The extent of our commodity price risk is related largely to the effectiveness and scope of our derivative activities. For
example, the derivative instruments we utilize are based on posted market prices, which may differ significantly from
the actual natural gas, NGL and condensate prices that we realize in our operations. Furthermore, we have entered into
derivative transactions related to only a portion of the volume of our expected natural gas supply and production of
NGLs and condensate from our processing plants; as a result, we will continue to have direct commodity price risk to
the open portion. Our actual future production may be significantly higher or lower than we estimate at the time we
entered into the derivative transactions for that period. If the actual amount is higher than we estimate, we will have
greater commodity price risk than we intended. If the actual amount is lower than the amount that is subject to our
derivative financial instruments, we might be forced to satisfy all or a portion of our derivative transactions without
the benefit of the cash flow from our sale of the underlying physical commodity, resulting in a reduction of our
liquidity.

As a result of these factors, our derivative activities may not be as effective as we intend in reducing the volatility of
our cash flows, and in certain circumstances may actually increase the volatility of our earnings and cash flows. In
addition, even though our management monitors our derivative activities, these activities can result in substantial
losses. Such losses could occur under various circumstances, including if a counterparty does not perform its
obligations under the applicable derivative arrangement, the derivative arrangement is imperfect or ineffective, or our
risk management policies and procedures are not properly followed or do not work as planned. We cannot assure you
that the steps we take to monitor our risk management activities will detect and prevent violations of our risk
management policies and procedures, particularly if deception or other intentional misconduct is involved.

Effective July 1, 2007, we elected to discontinue using the hedge method of accounting for our commodity cash flow
hedges. We will use the mark-to-market method of accounting for all commodity cash flow hedges, which is expected
to significantly increase the volatility of our results of operations as we will recognize, in current earnings, all
non-cash gains and losses from the mark-to-market on non-trading derivative activity.

We typically do not obtain independent evaluations of natural gas reserves dedicated to our gathering and pipeline
systems; therefore, volumes of natural gas on our systems in the future could be less than we anticipate.

We typically do not obtain independent evaluations of natural gas reserves connected to our systems due to the
unwillingness of producers to provide reserve information as well as the cost of such evaluations. Accordingly, we do
not have independent estimates of total reserves dedicated to our systems or the anticipated life of such reserves. If the
total reserves or estimated life of the reserves connected to our gathering systems is less than we anticipate and we are
unable to secure additional sources of natural gas, then the volumes of natural gas on our systems in the future could
be less than we anticipate. A decline in the volumes of natural gas on our systems could have a material adverse effect
on our business, results of operations, financial condition and our ability to make cash distributions to you.
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We depend on certain natural gas producer customers for a significant portion of our supply of natural gas and
NGLs. The loss of any of these customers could result in a decline in our volumes, revenues and cash available for
distribution.

We rely on certain natural gas producer customers for a significant portion of our natural gas and NGL supply. We
identify primary suppliers as those individually representing 10% or more of our total natural gas supply. Our primary
suppliers of natural gas represented approximately 65% of the natural gas supplied in our Natural Gas Services
segment in the nine months ended September 30, 2007. In our NGL Logistics segment, our largest NGL supplier is
DCP Midstream, LLC, who obtains NGLs from various third party producer customers. While some of these
customers are subject to long-term contracts, we may be unable to negotiate extensions or replacements of these
contracts on favorable terms, if at all. The loss of all or even a portion of the natural gas and NGL volumes supplied
by these customers, as a result of competition or otherwise, could have a material adverse effect on our business,
results of operations and financial condition, unless we were able to acquire comparable volumes from other sources.

If we are not able to purchase propane from our principal suppliers, our results of operations in our wholesale
propane logistics business would be adversely affected.

Most of our propane purchases are made under supply contracts that have a term of between one to five years and
provide various pricing formulas. We identify primary suppliers as those individually representing 10% or more of our
total propane supply. Our primary suppliers of propane represented approximately 83% of our propane purchases in
the nine months ended September 30, 2007. In the event that we are unable to purchase propane from our significant
suppliers, our failure to obtain alternate sources of supply at competitive prices and on a timely basis would hurt our
ability to satisfy customer demand, reduce our revenues and adversely affect our results of operations.

We may not be able to grow or effectively manage our growth.
A principal focus of our strategy is to continue to grow the per unit distribution on our units by expanding our
business. Our future growth will depend upon a number of factors, some of which we can control and some of which

we cannot. These factors include our ability to:

identify businesses engaged in managing, operating or owning pipelines, processing and storage assets or other
midstream assets for acquisitions, joint ventures and construction projects;

consummate accretive acquisitions or joint ventures and complete construction projects;
appropriately identify any liabilities associated with any acquired businesses or assets;

integrate any acquired or constructed businesses or assets successfully with our existing operations and into our
operating and financial systems and controls;

hire, train and retain qualified personnel to manage and operate our growing business; and

obtain required financing for our existing and new operations.
A deficiency in any of these factors could adversely affect our ability to achieve growth in the level of our cash flows
or realize benefits from acquisitions, joint ventures or construction projects. In addition, competition from other
buyers could reduce our acquisition opportunities or cause us to pay a higher price than we might otherwise pay. In

addition, DCP Midstream, LLC and its affiliates are not restricted from competing with us. DCP Midstream, LL.C and
its affiliates may acquire, construct or dispose of midstream or other assets in the future without any obligation to
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offer us the opportunity to purchase or construct those assets.

Furthermore, we have recently grown significantly through a series of acquisitions. For example, in May 2007 we
acquired the Lindsay gathering system, in July 2007 we acquired a 25% interest in East Texas and a 40% interest in
Discovery and in August we acquired certain subsidiaries of Momentum Energy Group Inc. If we fail to properly
integrate these acquired assets successfully with our existing operations or we did

10
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not identify a significant liability associated with the acquired assets, the anticipated benefits from these acquisitions
may not be fully realized.

We may not successfully balance our purchases and sales of natural gas and propane, which would increase our
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