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

Form 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported):  January 1, 2013

ELLINGTON FINANCIAL LLC
(Exact name of registrant as specified in its charter)

Commission File Number:  001-34569

Delaware 26-0489289
(State or other jurisdiction of (IRS Employer
incorporation) Identification No.)

53 Forest Avenue
Old Greenwich, CT 06870
(Address of principal executive offices, including zip code)

(203) 698-1200
(Registrant's telephone number, including area code)

(Former name or former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions:

[  ]   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

[  ]   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

[  ]   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

[  ]   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Item 1.01.   Entry into a Material Definitive Agreement.

On January 1, 2013, Ellington Financial LLC (the “Company”) completed the formation of its operating partnership
subsidiary, Ellington Financial Operating Partnership LLC (the “Operating Partnership”), in accordance with the
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Company's previous announcement on its Current Report on Form 8-K filed on December 18, 2012. The Company
intends henceforth to conduct all of its operations and business activities through the Operating Partnership, and as a
result the Company and the Operating Partnership entered into a Fourth Amended and Restated Management
Agreement dated January 1, 2013 (the “Management Agreement”) with the Company's manager, Ellington Financial
Management LLC (the “Manager”). The Operating Partnership is governed by a Limited Liability Company Operating
Agreement dated as of January 1, 2013 (the “Operating Agreement”), with the Operating Partnership's members
(“Members”) consisting of the Company as the Managing Member, and EMG Holdings, L.P. (“EMGH”) as an ordinary
Member. EMGH is an affiliate of the Manager.
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Operating Agreement

Pursuant to the Operating Agreement, the Company contributed all of its assets (including its existing subsidiaries)
and existing liabilities to the Operating Partnership in exchange for Common Units and LTIP Units (each as defined
below under “Units”) together representing an approximately 99% interest in the Operating Partnership. In addition,
EMGH contributed approximately $4.66 million in cash to the Operating Partnership in exchange for 212,000
Common Units representing an approximately 1% interest in the Operating Partnership. Pursuant to the redemption
right described below, the Common Units issued to EMGH may be exchanged on a one-for-one basis (subject to
adjustment as described further below) for Company common shares. We refer to the foregoing transactions as the
“Operating Partnership formation transactions.”

Management

The Operating Partnership is organized as a Delaware limited liability company. The Company is the Managing
Member of the Operating Partnership. The Company intends henceforth to conduct all of its operations and business
activities through the Operating Partnership (including the Operating Partnership's subsidiaries). Pursuant to the
Operating Agreement and subject to the requirements described below, the Company has full power, right and
authority to manage and direct the business and affairs of the Operating Partnership and to make all decisions and take
all actions on its behalf, including the ability to cause the Operating Partnership to enter into certain major transactions
including investments, acquisitions, dispositions and financings (including the sale of membership interests to third
parties), to make distributions to Members, and to cause changes in the Operating Partnership's business and
investment activities.

Units

As of the effective date of the Operating Agreement, the Operating Partnership has two classes of limited liability
company interests (“Membership Interests”) outstanding, common units (“Common Units”), and long-term incentive plan
units (“LTIP Units,” and collectively with the Common Units, the “Units”). The Company is authorized to cause the
Operating Partnership to issue additional Membership Interests in the Operating Partnership at any time or from time
to time in one or more classes or series, with such designations, preferences and rights and for such consideration and
on such terms and conditions as the Company shall determine.

Restrictions on Transferability of Units Held By Company

The Company may not voluntarily withdraw from the Operating Partnership or transfer or assign its interest in the
Operating Partnership (other than to an affiliate of the Company) or engage in any merger, consolidation or other
combination, or sale of all or substantially all of the Company's assets, which in each case results in a change of
control of the Company (a “Transaction”) unless at least one of the following conditions is met:

•
the consent of a majority in interest of the Members (other than the Company or EMGH or its affiliates) is obtained
and the surviving entity in such Transaction expressly agrees to assume all obligations of the Company under the
Operating Agreement;

•as a result of such Transaction, all Members (other than the Company and any subsidiary of the Company) will
receive for each Unit an amount of cash, securities or other property equal or substantially equivalent in value to the
product of the Conversion Factor (as defined below under “Redemption Rights”) and the greatest amount of cash,
securities or other property paid in the Transaction to a holder of one Company common share; provided that, if in
connection with such Transaction, a purchase tender or exchange offer shall have been made to and accepted by the
holders of more than 50% of the outstanding Company common shares, each holder of Units (other than the Company
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and any subsidiary of the Company) shall be given the option to exchange its Units for the greatest amount of cash,
securities or other property that such Member would have received had it (A) exercised its redemption right (as
described below) and (B) sold, tendered or exchanged pursuant to such offer the Company common shares received
upon exercise of such redemption right immediately prior to the expiration of the offer; or

•

the Company is the surviving entity in the Transaction and either (A) the holders of Company common shares do not
receive cash, securities or other property in the Transaction or (B) all Members (other than the Company and any
subsidiary of the Company) receive for each Unit an amount of cash, securities or other property equal or
substantially equivalent in value to the product of the Conversion Factor and the greatest amount of cash, securities or
other property (expressed as an amount per Company common share) received in the Transaction by any holder of
Company common shares.
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The Company also may merge with or into or consolidate with another entity if immediately after such merger or
consolidation (i) substantially all of the assets of the successor or surviving entity, other than Units held by the
Company, are contributed, directly or indirectly, to the Operating Partnership as a capital contribution in exchange for
Units with a fair market value equal to the value of the assets so contributed as determined by the survivor in good
faith and (ii) the survivor expressly agrees to assume all of the Company's obligations under the Operating Agreement.
The Operating Agreement shall be amended after any such merger or consolidation so as to arrive at a new method of
calculating the amounts payable upon exercise of the redemption right that approximates the existing method for such
calculation.

Restrictions on Transferability of Units Held by Other Members

No Member (other than the Company) may transfer its Units in the Operating Partnership (other than pursuant to the
redemption right described below) without the consent of the Company. Furthermore, no Member (other than the
Company) may transfer its Units in the Operating Partnership if, among other things, such transfer would cause the
Members, other than the Company, collectively to either (i) own less than 0.2% of the outstanding Common Units and
LTIP Units or (ii) have a capital account balance with respect to their Common Units and LTIP Units of less than
$500,000 (collectively, the “Minimum Ownership Condition”).

The Company may waive the Minimum Ownership Condition in its sole discretion, and must waive this restriction if a
written opinion of counsel is obtained concluding that waiving such restriction should not materially adversely change
the federal income tax consequences of ownership of the Units for the other current and future Members of the
Operating Partnership or the ownership of Company common shares for the current and future holders of Company
common shares. Notwithstanding the restrictions described above, EMGH may transfer its Common Units to an
affiliate of EMGH provided that such affiliate expressly agrees to assume all obligations and rights of EMGH under
the Operating Agreement.

Capital Contributions

The Operating Agreement provides that if the Company determines it is in the best interest of the Operating
Partnership to obtain additional funds, the Company may cause the Operating Partnership to issue additional Units or
to borrow additional funds. Under the Operating Agreement, the Company is obligated to contribute the proceeds of
any future offering of equity securities of the Company as additional capital to the Operating Partnership, whereupon
the Company will receive additional Units based on the Conversion Factor in effect at the time of such contribution.
Likewise, if the Company repurchases shares of its outstanding stock, the Operating Partnership will redeem an
equivalent number of Units held by the Company. Unless an EMGH Redemption Right Event (as defined below under
“Redemption Rights”) has occurred, if EMGH has transferred (other than to an affiliate) any of its Common Units and
the Members other than the Company collectively own less than 0.2% of the outstanding Common Units and LTIP
Units, then the Company may require EMGH or its designee to make additional contributions to the Operating
Partnership in exchange for additional Common Units in an amount sufficient to cause the Members (other than the
Company) to own collectively at least 0.2% of the outstanding Common Units and LTIP Units.

Redemption Rights

Pursuant to the Operating Agreement, beginning one year after the issuance of any Common Units, Members (other
than the Company) have redemption rights which enable them to cause the Operating Partnership to redeem their
Common Units in exchange for cash or, at the Company's option, the Company's common shares on a one-for-one
basis (the “Conversion Factor”); provided, however, that, subject to the other provisions and conditions described
herein, EMGH will not be able to redeem prior to January 1, 2015 any of the Common Units acquired by it in the
Operating Partnership formation transactions. The cash redemption amount per unit is based on the average market
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price of the Company's common shares over the ten trading days immediately preceding the redemption date. The
Conversion Factor (and therefore, the number of Company common shares issuable upon redemption of Common
Units held by Members) will be adjusted upon the occurrence of certain events such as share dividends, share
subdivisions or combinations. Notwithstanding the foregoing, a Member will not be entitled to exercise its redemption
rights in certain circumstances, including if such redemption would violate the Minimum Ownership Condition.

Notwithstanding anything to the contrary in the Operating Agreement, EMGH and its affiliates may redeem any Units
held by them upon the announcement of a Transaction (as defined above under “Restrictions on Transferability of
Units Held By Company”) or the effectiveness of termination or non-renewal of the Management Agreement (such
rights are referred to as an EMGH Redemption Right Event in the Operating Agreement).
Distribution
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The Operating Agreement provides that the Operating Partnership will distribute cash, at such times and in such
amounts as determined by the Company in its sole discretion, to the Members (including the Company) in accordance
with their respective percentage interests in the Operating Partnership as of the record date for such distribution.
Pursuant to the Operating Agreement, the percentage interest of a Member in the Operating Partnership is determined
by dividing the number of Common Units and LTIP Units held by such Member by the total Common Units and LTIP
Units then outstanding.
Upon liquidation of the Operating Partnership, after payment of, or adequate provision for, debts and obligations of
the Operating Partnership, including any Member loans, any remaining assets of the Operating Partnership will be
distributed to the Members (including the Company) with positive capital accounts in accordance with their respective
positive capital account balances.
LTIP Units
In general, LTIP Units are a class of Membership Interests in the Operating Partnership and will receive the same per
unit distributions as do the outstanding Common Units in the Operating Partnership. Initially, each LTIP Unit will
have a capital account balance of zero and, therefore, will not initially have full parity with Common Units with
respect to liquidating distributions. A holder of an LTIP Unit has a right to convert the LTIP Unit into one Common
Unit. A holder's conversion right may be subject to a vesting requirement. Prior to the effectiveness of the conversion,
and upon the occurrence of certain other specified events, the Operating Partnership's income will be specially
allocated to the holder of a LTIP Unit in an amount necessary to equalize the capital account associated with the LTIP
Unit with that of a Common Unit held by the Company, with the result that, following such special allocation of
income, the LTIP Unit will be economically identical to, and fungible with, a Common Unit.
Allocations
Except as provided above under “LTIP Units,” profits and losses of the Operating Partnership generally will be allocated
to the Members (including the Company) in accordance with their respective percentage interests in the Operating
Partnership. The allocations of profits and losses in the Operating Agreement are subject to compliance with the
provisions of Sections 704(b) and 704(c) of the Internal Revenue Code and Treasury regulations promulgated
thereunder.

Expenses

In addition to bearing its own administrative and operating costs and expenses, the Operating Partnership generally
will also pay all of the Company's administrative costs and expenses, including without limitation:

•all expenses relating to continuity of existence and the operations of subsidiaries;

•all expenses relating to offerings and registration of securities;

•all expenses associated with the preparation and filing of periodic or other reports and communications under federal,
state or local laws or regulations;

•all expenses associated with compliance with laws, rules and regulations promulgated by any regulatory body; and

•all other operating or administrative costs incurred in the ordinary course of business on behalf of the Operating
Partnership.

Term

The Operating Partnership will continue indefinitely, or until sooner dissolved upon:

•
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the determination by the Company to dissolve the Operating Partnership following the sale, transfer or other
disposition of all or substantially all of the assets of the Operating Partnership;

•the unanimous vote of the Members to dissolve, wind up, and liquidate the Operating Partnership; or

•a judicial dissolution of the Operating Partnership under Section 18-802 of the Delaware Limited Liability Company
Act.
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Tax Matters

The Operating Agreement provides that the Company is the tax matters member of the Operating Partnership and, as
such, has authority to handle tax audits and to make tax elections under the Code, on behalf of the Operating
Partnership.

Management Agreement

Effective January 1, 2013, the Company and the Operating Partnership entered into an amended and restated
Management Agreement with the Manager, which replaces and supersedes the Third Amended and Restated
Management Agreement. The Fourth Amended and Restated Management Agreement was adopted and executed for
the primary purpose of making the Operating Partnership a party to the Management Agreement and to cause,
effective for all fiscal quarters beginning on or after January 1, 2013, base management fees and incentive fees to be
calculated at the Operating Partnership level (as opposed to at the Company level).

The foregoing is only a summary of certain provisions of the Operating Agreement and the material amendments to
the Management Agreement and is qualified in its entirety by the terms of the Operating Agreement and the
Management Agreement, which the Company expects to file as exhibits to the Company's Annual Report on Form
10-K for the fiscal year ended December 31, 2012.

Item 3.02 Unregistered Sales of Equity Securities.

In connection with the formation of the Operating Partnership described above, the Operating Partnership issued
212,000 Common Units pursuant to an exemption from registration under Regulation D of the Securities Act. The
Common Units may be redeemed in exchange for cash or, at the Company's option, the Company's common shares on
a one-for-one basis. The description of the Common Units and the Operating Partnership formation transactions
described under Item 1.01 above is incorporated herein by reference.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

ELLINGTON FINANCIAL LLC

Date: January 7, 2013 By: /s/    Lisa Mumford
Lisa Mumford
Chief Financial Officer
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