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CALCULATION OF REGISTRATION FEE

Proposed Maximum

Aggregate Amount of
Title of Securities to be Registered Offering Price Registration Fee(1)
Units representing limited liability company interests $500,000,000 $58,050

(1) Calculated in accordance with Rule 457(r) of the Securities Act of 1933, as amended.

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-162357

PROSPECTUS SUPPLEMENT
(To Prospectus dated October 6, 2009)

Units Representing Limited Liability Company Interests
Having an Aggregate Offering Price of Up to $500,000,000

We have entered into an equity distribution agreement with Citigroup Global Markets Inc., or Citi, relating to the units
representing limited liability company interests offered by this prospectus supplement. In accordance with the terms of
the equity distribution agreement, we may offer and sell units having an aggregate offering price of up to
$500,000,000 from time to time through Citi as our sales agent.

Sales of the units, if any, will be made by means of ordinary brokers transactions at market prices, in block
transactions, or as otherwise agreed with Citi.

We will pay Citi an aggregate fee that will not exceed 2.0% of the gross sales price per unit sold through it as agent
under the equity distribution agreement.

Under the terms of the equity distribution agreement, we also may sell units to Citi as principal for its own account at
a price agreed upon at the time of sale. If we sell units to Citi as principal, we will enter into a separate terms
agreement with Citi, and we will describe this agreement in a separate prospectus supplement or pricing supplement.

Citi is not required to sell any specific number or dollar amount of units but will use its reasonable efforts, as our
agent and subject to the terms of the equity distribution agreement, to sell the units offered, as instructed by us. The
offering of units pursuant to the equity distribution agreement will terminate upon the earlier of (i) the sale of all units
subject to the equity distribution agreement and (ii) the termination of the equity distribution agreement by either Citi
or us.

Our units are listed on The NASDAQ Global Select Market, or NASDAQ, under the symbol LINE. The last reported
sale price of our units on NASDAQ on August 22, 2011 was $35.09 per unit.
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Investing in our units involves risk. Please read Risk Factors beginning on page S-2 of this prospectus
supplement and page 1 of the accompanying prospectus and in the documents incorporated by reference
carefully before you make your investment decision. Limited liability companies are inherently different from
corporations.

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

Citigroup

August 23, 2011
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of this
offering and also adds to and updates information contained in the accompanying prospectus and the documents
incorporated by reference. The second part is the accompanying prospectus, which provides more general information.
To the extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and
the information contained in the accompanying prospectus or any document incorporated by reference, on the other
hand, you should rely on the information in this prospectus supplement. Before you invest in our units, you should
carefully read this prospectus supplement, along with the accompanying prospectus, in addition to the information
contained in the documents we refer to under the heading Where You Can Find More Information.

You should rely only on the information contained in this prospectus supplement, the accompanying prospectus, the
documents we incorporate by reference and any free writing prospectus prepared by or on behalf of us. We have not
authorized any other person to provide you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. You should not assume that the information in this prospectus
supplement, the accompanying prospectus or any document incorporated by reference is accurate as of any date other
than the date on its front cover. Our business, financial condition, results of operations and prospects may have
changed since the date indicated on the front cover of such documents. Neither this prospectus supplement nor the
accompanying prospectus constitutes an offer to sell or the solicitation of an offer to buy any securities other than the
units offered hereunder, nor does this prospectus supplement or the accompanying prospectus constitute an offer to
sell or the solicitation of an offer to buy securities in any jurisdiction to any person to whom it is unlawful to make
such offer or solicitation in such jurisdiction.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports and other information with the Securities and Exchange Commission, or
SEC, under the Securities Exchange Act of 1934, as amended, or the Exchange Act. You may read and copy any
reports, statements or other information filed by us at the SEC s Public Reference Room at 100 F Street, N.E.,
Room 1580, Washington, D.C. 20549. Copies of such materials can be obtained at prescribed rates from the Public
Reference Room of the SEC. 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 website at http.://www.sec.gov.

We incorporate by reference information into this prospectus supplement, 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 supplement. Any statement in this prospectus supplement or
incorporated by reference into this prospectus supplement shall be automatically modified or superseded for purposes
of this prospectus supplement to the extent that a statement contained herein or in a subsequently filed document that
is incorporated by reference in this prospectus supplement modifies or supersedes such prior statement. Any statement
so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this
prospectus supplement. You should not assume that the information in this prospectus supplement is current as of any
date other than the date on the front page of this prospectus supplement.

We incorporate by reference the documents listed below and any future filings made with the SEC under

Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act (excluding any information furnished under Items 2.02 or 7.01
in any Current Report on Form 8-K) after the date of this prospectus supplement and until the termination of this
offering. These reports contain important information about us, our financial condition and our results of operations.
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Our Annual Report on Form 10-K for the year ended December 31, 2010;
Our Quarterly Reports on Form 10-Q for the periods ended March 31, 2011 and June 30, 2011;

Our Current Reports on Form 8-K filed with the SEC on March 2, 2011, March 22, 2011, May 2, 2011, May 5,
2011, May 9, 2011, May 16, 2011 and August 2, 2011; and

S-ii
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The description of our units contained in our registration statement on Form 8-A, filed with the SEC on
January 12, 2006.

You may request a copy of any document incorporated by reference in this prospectus supplement 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:

Linn Energy, LLC
Investor Relations
600 Travis, Suite 5100
Houston, Texas 77002
(281) 840-4000

We also make available free of charge on our internet website at http://www.linnenergy.com our Annual Reports on
Form 10-K, our Quarterly Reports on Form 10-Q and our Current Reports on Form 8-K, and any amendments to those
reports, as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC.
Information contained on our website is not incorporated by reference into this prospectus supplement and you should
not consider information contained on our website as part of this prospectus supplement.

S-iii
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SUMMARY

This summary highlights information included or incorporated by reference elsewhere in this prospectus supplement.
It does not contain all of the information that you should consider before making an investment decision. We urge you
to read the entire prospectus supplement, the accompanying prospectus and the documents incorporated by reference
carefully, including the historical financial statements and notes to those financial statements incorporated by
reference. Please read Risk Factors in this prospectus supplement, the accompanying prospectus and our most
recent Annual Report on Form 10-K filed with the SEC for more information about important risks that you should
consider before investing in the units. DeGolyer and MacNaughton, independent petroleum engineers, provided the
estimates of our proved oil and natural gas reserves as of December 31, 2008, 2009, and 2010 included in or
incorporated by reference into this prospectus supplement. As used in this prospectus supplement and the
accompanying prospectus, unless the context otherwise requires or indicates, references to we,  our,  ours,

and us refer to Linn Energy, LLC and its subsidiaries, collectively.

Our Company

We are a publicly traded, independent oil and natural gas company focused on the development and acquisition of
long-life oil and natural gas properties, which complement our asset profile in producing basins within the United
States. Our company began operations in March 2003, and we formed Linn Energy, LLC as a Delaware limited
liability company in April 2005.

Our principal executive offices are located at 600 Travis, Suite 5100, Houston, Texas 77002, and our main telephone
number is (281) 840-4000. Our internet address is www.linnenergy.com. The information on our website is not a part
of this prospectus supplement.

The Offering
Units Offered Units with an aggregate sales price of up to $500 million.
Use of Proceeds We intend to use the net proceeds from this offering, after deducting the

sales agent s commission and our offering expenses, for general corporate
purposes, which may include, among other things, capital expenditures,
acquisitions and the repayment of debt. An affiliate of Citi is a lender
under our revolving credit facility. If we use any net proceeds of this
offering to repay borrowings under the revolving credit facility, an
affiliate of Citi may receive proceeds from this offering. Please read Use
of Proceeds.

Timing of Distributions We pay distributions on our units within 45 days after March 31, June 30,
September 30 and December 31 to unitholders of record on the applicable
record date.

Risk Factors An investment in our units involves risk. Please read Risk Factors in this
prospectus supplement, the accompanying prospectus and in our most
recent Annual Report on Form 10-K filed with the SEC. Realization of
any of those risks could have a material adverse effect on our business,
financial condition, cash flows and results of operations. In that case, the
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trading price of our units could decline and you could lose all or part of
your investment.

NASDAQ Trading Symbol LINE
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RISK FACTORS
An investment in our units involves risks. You should carefully consider all of the information contained in this
prospectus supplement, the accompanying prospectus and the documents incorporated by reference and provided
under Where You Can Find More Information, including under Risk Factors in this prospectus supplement, the
accompanying prospectus, our most recent Annual Report on Form 10-K and our other filings with the SEC. This
prospectus supplement, the accompanying prospectus and the documents incorporated by reference also contain
forward-looking statements that involve risks and uncertainties. Please read Information About Forward-Looking
Statements in the accompanying prospectus and Cautionary Statement in our most recent Annual Report on
Form 10-K. Our actual results could differ materially from those anticipated in the forward-looking statements as a
result of many factors, including the risks described in this prospectus supplement, in the accompanying prospectus
and in the documents incorporated by reference. If any of these risks actually were to occur, our business, financial
condition, cash flows or results of operations could be affected materially and adversely. In that case, the trading
price of our units could decline and you could lose all or part of your investment.
Risks Relating to the Units
We may issue additional units without unitholder approval, which would dilute existing ownership interests.

We may issue an unlimited number of limited liability company interests of any type, including units, without the
approval of our unitholders.

The issuance of additional units or other equity securities may have the following effects:
an individual unitholder s proportionate ownership interest in us may decrease;
the relative voting power of each previously outstanding unit may be reduced;
the amount of cash available for distribution per unit may decrease; and
the market price of the units may decline.
The market price of our units could be volatile due to a number of factors, many of which are beyond our control.

The market price of our units could be subject to wide fluctuations in response to a number of factors, most of which
we cannot control, including:

changes in securities analysts recommendations and their estimates of our financial performance;
the public s reaction to our press releases, announcements and our filings with the SEC;

fluctuations in broader securities market prices and volumes, particularly among securities of oil and natural
gas companies and securities of publicly traded limited partnerships and limited liability companies;

changes in market valuations of similar companies;

departures of key personnel;
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commencement of or involvement in litigation;

variations in our quarterly results of operations or those of other oil and natural gas companies;
variations in the amount of our quarterly cash distributions;

future issuances and sales of our units; and

changes in general conditions in the U.S. economy, financial markets or the oil and natural gas industry.

S-2
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In recent years, the securities market has experienced extreme price and volume fluctuations. This volatility has had a
significant effect on the market price of securities issued by many companies for reasons unrelated to the operating
performance of these companies. Future market fluctuations may result in a lower price of our units.

S-3

Table of Contents 12



Edgar Filing: LINN ENERGY, LLC - Form 424B5

Table of Contents

USE OF PROCEEDS

We intend to use the net proceeds of this offering, after deducting the sales agent s commission and our offering
expenses, for general corporate purposes, which may include, among other things, capital expenditures, acquisitions
and the repayment of debt.

An affiliate of Citi is a lender under our revolving credit facility. If we use any net proceeds of this offering to repay
borrowings under the revolving credit facility, an affiliate of Citi may receive proceeds from this offering.

MATERIAL TAX CONSEQUENCES

This section is a summary of the material tax consequences that may be relevant to prospective unitholders who are
individual citizens or residents of the United States and, unless otherwise noted in the following discussion, is the
opinion of Baker Botts L.L.P., counsel to us, insofar as it relates to matters of United States federal income tax law

and legal conclusions with respect to those matters. This section is based upon current provisions of the Internal
Revenue Code of 1986, as amended (the Code ), existing and proposed regulations and current administrative rulings
and court decisions, all of which are subject to change. Later changes in these authorities may cause the tax
consequences to vary substantially from the consequences described below. Unless the context otherwise requires,
references in this section to us or we are references to Linn Energy, LLC and our operating subsidiaries.

The following discussion does not comment on all federal income tax matters affecting us or the unitholders.
Moreover, the discussion focuses on unitholders who are individual citizens or residents of the United States and has
only limited application to corporations, estates, trusts, nonresident aliens or other unitholders subject to specialized
tax treatment, such as tax-exempt institutions, foreign persons, IRAs, real estate investment trusts, employee benefit
plans or mutual funds. Accordingly, we urge each prospective unitholder to consult his own tax advisor in analyzing
the federal, state, local and foreign tax consequences particular to him of the ownership or disposition of units.

All statements as to matters of law and legal conclusions, but not as to factual matters, contained in this section, unless
otherwise noted, are the opinion of Baker Botts L.L.P. and are based on the accuracy and completeness of the
representations made by us. An opinion of counsel represents only that counsel s best legal judgment and does not bind
the Internal Revenue Service ( IRS ) or the courts. Accordingly, the opinions and statements made here may not be
sustained by a court if contested by the IRS. Any contest of this sort with the IRS may materially and adversely

impact the market for the units and the prices at which units trade. In addition, the costs of any contest with the IRS,
principally legal, accounting and related fees, will result in a reduction in cash available for distribution to our
unitholders and thus will be borne indirectly by our unitholders. Furthermore, the tax treatment of us, or of an
investment in us, may be significantly modified by future legislative or administrative changes or court decisions. Any
modifications may or may not be retroactively applied.

For the reasons described below, Baker Botts L.L.P. has not rendered an opinion with respect to the following specific
federal income tax issues: (1) the treatment of a unitholder whose units are loaned to a short seller to cover a short sale
of units (Please read Tax Consequences of Unit Ownership Treatment of Short Sales ); (2) whether our monthly
convention for allocating taxable income and losses is permitted by existing Treasury Regulations (Please read

Disposition of Units  Allocations Between Transferors and Transferees ) and (3) whether our method for depreciating
Section 743 adjustments is sustainable in certain cases (Please read  Tax Consequences of Unit Ownership
Section 754 Election and  Uniformity of Units ).

Partnership Status
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Except as discussed in the following paragraph, a limited liability company that has more than one member and that
has not elected to be treated as a corporation is treated as a partnership and each member a partner for federal income
tax purposes, and therefore, is not a taxable entity and incurs no federal income tax
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liability. Instead, each member is required to take into account his share of items of income, gain, loss and deduction
of us in computing his federal income tax liability, regardless of whether cash distributions are made to him by us.
Distributions by us to a unitholder are generally not taxable unless the amount of cash distributed is in excess of the
unitholder s adjusted basis in his partnership interest.

Section 7704 of the Code provides that publicly traded partnerships will, as a general rule, be taxed as corporations.
However, an exception, referred to as the Qualifying Income Exception, exists with respect to publicly traded
partnerships of which 90% or more of the gross income for every taxable year consists of qualifying income.
Qualifying income includes income and gains derived from the exploration, development, mining or production,
processing, transportation and marketing of natural resources, including crude oil, natural gas and products thereof.
Other types of qualifying income include interest (other than from a financial business), dividends, gains from the sale
of real property and gains from the sale or other disposition of capital assets held for the production of income that
otherwise constitutes qualifying income. We estimate that less than 5% of our current gross income is not qualifying
income; however, this estimate could change from time to time. Based upon and subject to this estimate, the factual
representations made by us and a review of the applicable legal authorities, Baker Botts L.L.P. is of the opinion that at
least 90% of our current gross income constitutes qualifying income. The portion of our income that is qualifying
income can change from time to time.

Baker Botts L.L.P. is of the opinion that, based upon the Code, its regulations, published revenue rulings and court
decisions and the representations described below, we will be classified as a partnership and our principal operating
subsidiary, Linn Energy Holdings, LLC (the Operating Company ), will be disregarded as an entity separate from us
for federal income tax purposes. No ruling has been or will be sought from the IRS and the IRS has made no
determination as to our classification as a partnership for federal income tax purposes. Instead, we will rely on the
opinion of Baker Botts L.L.P.

In rendering its opinion, Baker Botts L.L.P. has relied on factual representations made by us. The representations
made by us upon which Baker Botts L.L.P. has relied are:

neither we nor the Operating Company has elected or will elect to be treated as a corporation; and

for each taxable year since our inception, more than 90% of our gross income will be income that Baker Botts
L.L.P. has opined or will opine is qualifying income within the meaning of Section 7704(d) of the Code.

If we fail to meet the Qualifying Income Exception, other than a failure that is determined by the IRS to be inadvertent
and that is cured within a reasonable time after discovery, we will be treated as if we had transferred all of our assets,
subject to liabilities, to a newly formed corporation, on the first day of the year in which we fail to meet the
Qualifying Income Exception, in return for stock in that corporation, and then distributed that stock to the unitholders
in liquidation of their interests in us. This deemed contribution and liquidation should be tax-free to unitholders and us
so long as we, at that time, do not have liabilities in excess of the tax basis of our assets. Thereafter, we would be
treated as a corporation for federal income tax purposes.

If we were taxable as a corporation in any taxable year, either as a result of a failure to meet the Qualifying Income
Exception or otherwise, our items of income, gain, loss and deduction would be reflected only on our tax return rather
than being passed through to the unitholders, and our net earnings would be taxed to us at corporate rates. In addition,
any distribution made to a unitholder would be treated as either taxable dividend income, to the extent of our current

or accumulated earnings and profits, or, in the absence of earnings and profits, a nontaxable return of capital, to the
extent of the unitholder s tax basis in his units, or taxable gain, after the unitholder s tax basis in his units is reduced to
zero. Accordingly, taxation as a corporation would result in a material reduction in a unitholder s cash flow and
after-tax return and thus would likely result in a substantial reduction of the value of the units.
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The discussion below is based on Baker Botts L.L.P. s opinion that we will be classified as a partnership for federal
income tax purposes.
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Unitholder Status

Unitholders who become members of Linn Energy, LLC will be treated as partners of Linn Energy, LL.C for federal
income tax purposes. Also:

assignees who are awaiting admission as members, and

unitholders whose units are held in street name or by a nominee and who have the right to direct the nominee in
the exercise of all substantive rights attendant to the ownership of their units

will be treated as partners of Linn Energy, LLC for federal income tax purposes.

A beneficial owner of units whose units have been transferred to a short seller to complete a short sale would appear
to lose his status as a partner with respect to those units for federal income tax purposes. Please read  Tax
Consequences of Unit Ownership Treatment of Short Sales.

Income, gains, deductions or losses would not appear to be reportable by a unitholder who is not a partner for federal
income tax purposes, and any cash distributions received by a unitholder who is not a partner for federal income tax
purposes would therefore be fully taxable as ordinary income. These holders are urged to consult their own tax
advisors with respect to their status as partners in Linn Energy, LLC for federal income tax purposes.

Tax Consequences of Unit Ownership
Flow-through of Taxable Income

We will not pay any federal income tax. Instead, each unitholder will be required to report on his income tax return his
share of our income, gains, losses and deductions without regard to whether corresponding cash distributions are
received by him. Consequently, we may allocate income to a unitholder even if he has not received a cash distribution.
Each unitholder will be required to include in income his allocable share of our income, gains, losses and deductions
for our taxable year or years ending with or within his taxable year. Please read = Tax Treatment of Operations
Taxable Year and Accounting Method.

Treatment of Distributions

Distributions by us to a unitholder generally will not be taxable to the unitholder for federal income tax purposes to

the extent of his tax basis in his units immediately before the distribution. Our cash distributions in excess of a

unitholder s tax basis in his units generally will be considered to be gain from the sale or exchange of the units, taxable

in accordance with the rules described under =~ Disposition of Units below. Any reduction in a unitholder s share of our
liabilities for which no unitholder bears the economic risk of loss, known as nonrecourse liabilities, will be treated as a
distribution of cash to that unitholder. To the extent our distributions cause a unitholder s at-risk amount to be less than
zero at the end of any taxable year, he must recapture any losses deducted in previous years. Please read  Limitations

on Deductibility of Losses.

A decrease in a unitholder s percentage interest in us because of our issuance of additional units will decrease his share
of our nonrecourse liabilities, and thus will result in a corresponding deemed distribution of cash. A non-pro rata
distribution of money or property may result in ordinary income to a unitholder, regardless of his tax basis in his units,

if the distribution reduces the unitholder s share of our unrealized receivables, including recapture of intangible
development costs and depletion and depreciation deductions, and/or substantially appreciated inventory items, both
as defined in Section 751 of the Code, and collectively, Section 751 Assets. To that extent, he will be treated as having
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been distributed his proportionate share of the Section 751 Assets and having exchanged those assets with us in return
for the non-pro rata portion of the actual distribution made to him. This latter deemed exchange will generally result in
the unitholder s realization of ordinary income, which will equal the excess of (1) the non-pro rata portion of that
distribution over (2) the unitholder s tax basis for the share of Section 751 Assets deemed relinquished in the exchange.
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Ratio of Taxable Income to Distributions

We are not providing an estimate of the ratio of our taxable income to cash distributions for purchasers of units in any
offering made pursuant to this prospectus.

Basis of Unit

A unitholder s initial tax basis for his units will be the amount he paid for the units plus his share of our nonrecourse
liabilities. That basis will be increased by his share of our income and by any increases in his share of our nonrecourse
liabilities. That basis will be decreased, but not below zero, by distributions from us, by the unitholder s share of our
losses, by depletion deductions taken by him to the extent such deductions do not exceed his proportionate share of
the underlying producing properties, by any decreases in his share of our nonrecourse liabilities and by his share of
our expenditures that are not deductible in computing taxable income and are not required to be capitalized. A
unitholder s share of our non-recourse liabilities will generally be based on his share of profits. Please read
Disposition of Units Recognition of Gain or Loss.

Limitations on Deductibility of Losses

The deduction by a unitholder of his share of our losses generally will be limited to the tax basis in his units.
However, percentage depletion deductions in excess of basis are not subject to the tax basis limitation.

In addition, in the case of an individual unitholder or a corporate unitholder, if more than 50% of the value of the
corporate unitholder s stock is owned directly or indirectly by five or fewer individuals or some tax-exempt
organizations, the unitholder s deduction for his share of our losses is limited to the amount for which the unitholder is
considered to be at-risk with respect to our activities, if that is less than his tax basis. A unitholder must recapture
losses deducted in previous years to the extent that distributions cause his at-risk amount to be less than zero at the end
of any taxable year. Losses disallowed to a unitholder or recaptured as a result of these limitations will carry forward
and will be allowable as a deduction in a later year to the extent that his tax basis or at-risk amount, whichever is the
limiting factor, is subsequently increased. Upon the taxable disposition of a unit, any gain recognized by a unitholder
can be offset by losses that were previously suspended by the at-risk limitation but may not be offset by losses
suspended by the basis limitation. Any excess loss above that gain previously suspended by the at-risk or basis
limitations is no longer utilizable.

In general, a unitholder will be at-risk to the extent of the tax basis of his units, excluding any portion of that basis
attributable to his share of our nonrecourse liabilities, reduced by any amount of money he borrows to acquire or hold
his units, if the lender of those borrowed funds owns an interest in us, is related to another unitholder or can look only
to the units for repayment. A unitholder s at-risk amount will increase or decrease as the tax basis of the unitholder s
units increases or decreases, other than tax basis increases or decreases attributable to increases or decreases in his
share of our nonrecourse liabilities. Moreover, a unitholder s at-risk amount will decrease by the amount of the
unitholder s depletion deductions and will increase to the extent of the amount by which the unitholder s percentage
depletion deductions with respect to our property exceed the unitholder s share of the tax basis of that property.

The at-risk limitation applies on an activity-by-activity basis, and in the case of natural gas and oil properties, each
property is treated as a separate activity. Thus, a taxpayer s interest in each oil or natural gas property is generally
required to be treated separately so that a loss from any one property would be limited to the at-risk amount for that
property and not the at-risk amount for all the taxpayer s natural gas and oil properties. It is uncertain how this rule is
implemented in the case of multiple natural gas and oil properties owned by a single entity treated as a partnership for
federal income tax purposes. However, for taxable years ending on or before the date on which further guidance is
published, the IRS will permit aggregation of oil or natural gas properties we own in computing a unitholder s at-risk
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limitation with respect to us. If a unitholder must compute his at-risk amount separately with respect to each oil or
natural gas property we own, he may not be allowed to utilize his share of losses or deductions attributable to a
particular property even though he has a positive at-risk amount with respect to his units as a whole.
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The passive loss limitations generally provide that individuals, estates, trusts and some closely-held corporations and
personal service corporations can deduct losses from passive activities, which are generally corporate or partnership
activities in which the taxpayer does not materially participate, only to the extent of the taxpayer s income from those
passive activities. The passive loss limitations are applied separately with respect to each publicly traded partnership.
Consequently, any passive losses we generate will only be available to offset our passive income generated in the
future and will not be available to offset income from other passive activities or investments, including our
investments or a unitholder s investments in other publicly traded partnerships, or a unitholder s salary or active
business income. If we dispose of all or only a part of our interest in an oil or natural gas property, unitholders will be
able to offset their suspended passive activity losses from our activities against the gain, if any, on the disposition.
Any previously suspended losses in excess of the amount of gain recognized will remain suspended. Notwithstanding
whether a natural gas and oil property is a separate activity, passive losses that are not deductible because they exceed
a unitholder s share of income we generate may be deducted in full when he disposes of his entire investment in us in a
fully taxable transaction with an unrelated party. The passive activity loss rules are applied after other applicable
limitations on deductions, including the at-risk rules and the basis limitation.

A unitholder s share of our net earnings may be offset by any suspended passive losses, but it may not be offset by any
other current or carryover losses from other passive activities, including those attributable to other publicly traded
partnerships.

Limitations on Interest Deductions

The deductibility of a non-corporate taxpayer s investment interest expense is generally limited to the amount of that
taxpayer s netinvestmentincome. Investment interest expense includes:

interest on indebtedness properly allocable to property held for investment;
our interest expense attributed to portfolio income; and

the portion of interest expense incurred to purchase or carry an interest in a passive activity to the extent
attributable to portfolio income.

The computation of a unitholder s investment interest expense will take into account interest on any margin account
borrowing or other loan incurred to purchase or carry a unit. Net investment income includes gross income from
property held for investment and amounts treated as portfolio income under the passive loss rules, less deductible
expenses, other than interest, directly connected with the production of investment income, but generally does not
include gains attributable to the disposition of property held for investment. The IRS has indicated that net passive
income earned by a publicly traded partnership will be treated as investment income to its unitholders. In addition, the
unitholder s share of our portfolio income will be treated as investment income.

Entity-Level Collections

If we are required or elect under applicable law to pay any federal, state, local or foreign income tax on behalf of any
unitholder or any former unitholder, we are authorized to pay those taxes from our funds. That payment, if made, will
be treated as a distribution of cash to the unitholder on whose behalf the payment was made. We are authorized to
amend the limited liability company agreement in the manner necessary to maintain uniformity of intrinsic tax
characteristics of units and to adjust later distributions, so that after giving effect to these distributions, the priority and
characterization of distributions otherwise applicable under the limited liability company agreement is maintained as
nearly as is practicable. Payments by us as described above could give rise to an overpayment of tax on behalf of an
individual unitholder in which event the unitholder would be required to file a claim in order to obtain a credit or
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In general, our items of income, gain, loss and deduction will be allocated among the unitholders in accordance with
their percentage interests in us.
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For tax purposes, each time we issue units we are required to adjust the book basis of all assets held by us immediately
prior to the issuance of the new units to their fair market values at the time the new units are issued. We are further
required to adjust this book basis by the amount of book depletion, depreciation or amortization we later claim with
respect to the asset. Section 704(c) principles set forth in Treasury regulations require that subsequent allocations of
depletion, gain, loss and similar items with respect to the asset take into account, among other things, the difference
between the book and tax basis of the asset. In this context, we use the term book as that term is used in Treasury
regulations relating to partnership allocations for tax purposes. The book value of our property for this purpose may
not be the same as the book value of our property for financial reporting purposes.

For example, at the time of an offering by us of units pursuant to this prospectus, a portion of our assets may be
depletable property with a book basis in excess of its tax basis. In that event, Section 704(c) principles generally will
require that depletion with respect to each such property be allocated disproportionately to purchasers of units in that
offering and away from unitholders who acquired their units prior to the offering. To the extent these disproportionate
allocations do not produce a result to purchasers of units in the offering that is similar to that which would be the case
if all of our assets had a tax basis equal to their book basis on the date the offering closes, purchasers of units in the
offering will be allocated the additional remedial tax deductions needed to produce that result as to any asset with
respect to which we elect the remedial method of taking into account the difference between the book and tax basis of
the asset. Upon a later issuance of units by us, similar adjustments may be made for the benefit of purchasers of units
in the later offering, reducing the net amount of our deductions allocable to the purchaser of units in the earlier
offering.

It may not be administratively feasible to make the relevant adjustments to book basis and the relevant Section 704(c)
allocations separately for each issuance of units pursuant to this prospectus. If that is the case, we may use simplifying
conventions to make those adjustments and allocations, which may include the aggregation of certain issuances of

units. Existing Treasury Regulations permit us to forego making those adjustments and allocations with respect to de
minimis issuances of units, but do not expressly permit the other types of simplifying conventions that we may use. If
we use simplifying conventions and the IRS challenges our use of those conventions, the book basis of our assets, and
unitholders allocations of items of income, gain, loss or deduction, may be different from the allocations originally
reported to you.

If we aggregate multiple issuances of units as described above, we will treat each of our units as having the same
capital account balance, regardless of the price actually paid by each purchaser of units in the aggregated offerings.
Please read  Uniformity of Units. The IRS may assert that a purchaser of units in an aggregated offering recognizes
taxable income to the extent that his capital account for the unit exceeds the amount paid for the unit.

In addition, items of recapture income will be allocated to the extent possible to the unitholder who was allocated the
deduction giving rise to the treatment of that gain as recapture income in order to minimize the recognition of ordinary
income by unitholders that did not receive the benefit of such deduction. Finally, although we do not expect that our
operations will result in the creation of negative capital accounts, if negative capital accounts nevertheless result,
items of our income and gain will be allocated in an amount and manner to eliminate the negative balance as quickly
as possible.

An allocation of items of our income, gain, loss or deduction, other than an allocation required under Section 704(c)
principles, will generally be given effect for federal income tax purposes in determining a unitholder s share of an item
of income, gain, loss or deduction only if the allocation has substantial economic effect. In any other case, a
unitholder s share of an item will be determined on the basis of his interest in us, which will be determined by taking
into account all the facts and circumstances, including:

his relative contributions to us;
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the interest of all the unitholders in cash flow; and
the rights of all the partners to distributions of capital upon liquidation.

Baker Botts L.L.P. is of the opinion that, with the exception of the issue discussed above with respect to our

simplifying conventions and issues described in ~ Section 754 Election, Uniformity of Units and  Disposition of Un
Allocations Between Transferors and Transferees, allocations under our limited liability company agreement will be

given effect for federal income tax purposes in determining a unitholder s share of an item of income, gain, loss or

deduction.

Treatment of Short Sales

A unitholder whose units are loaned to a short seller to cover a short sale of units may be considered as having
disposed of those units. If so, he would no longer be treated for tax purposes as a partner for those units during the
period of the loan and may recognize gain or loss from the disposition. As a result, during this period:

any of our income, gain, loss or deduction with respect to those units would not be reportable by the unitholder;
any cash distributions received by the unitholder as to those units would be fully taxable; and
all of these distributions would appear to be ordinary income.

Baker Botts L.L.P. has not rendered an opinion regarding the treatment of a unitholder where units are loaned to a

short seller to cover a short sale of units; therefore, unitholders desiring to assure their status as partners and avoid the
risk of gain recognition from a loan to a short seller are urged to modify any applicable brokerage account agreements

to prohibit their brokers from borrowing their units. The IRS has announced that it is actively studying issues relating

to the tax treatment of short sales of partnership interests. Please also read  Disposition of Units Recognition of Gain
or Loss.

Alternative Minimum Tax

Each unitholder will be required to take into account his distributive share of any items of our income, gain, loss or
deduction for purposes of the alternative minimum tax. The current minimum tax rate for noncorporate taxpayers is
26% on the first $175,000 of alternative minimum taxable income in excess of the exemption amount and 28% on any
additional alternative minimum taxable income. Prospective unitholders are urged to consult with their tax advisors as
to the impact of an investment in units on their liability for the alternative minimum tax.

Tax Rates

In general, the highest United States federal income tax rate for individuals is currently 35% and the maximum United
States federal income tax rate for net capital gains of an individual is currently 15% if the asset disposed of was held
for more than 12 months at the time of disposition. However, absent new legislation extending the current rates, in tax
years beginning on or after January 1, 2013, the highest marginal U.S. federal income tax rate applicable to ordinary
income and long-term capital gains of individuals will increase to 39.6% and 20%, respectively. Moreover, these rates
are subject to change by new legislation at any time.

Recently enacted legislation is scheduled to impose an additional 3.8% Medicare tax on certain investment income
earned by individuals, estates, and trusts for taxable years beginning after December 31, 2012. For these purposes,
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investment income generally includes (a) a unitholder s allocable share of our income and (b) any gain realized by a
unitholder from a sale of units. In the case of an individual, the tax will be imposed on the lesser of (i) the unitholder s
net investment income from all investments, or (ii) the amount by which the unitholder s modified adjusted gross
income exceeds $250,000 (if the unitholder is married and filing jointly or a surviving spouse) or $200,000 (if the
unitholder is unmarried). In the case of an estate or trust, the tax will be imposed on the lesser of (i) undistributed net
investment income, or (ii) the excess

S-10

Table of Contents 26



Edgar Filing: LINN ENERGY, LLC - Form 424B5

Table of Contents

adjusted gross income over the dollar amount at which the highest income tax bracket applicable to an estate or trust
begins. Holders should consult their tax advisors regarding the effect, if any, of this legislation on their investment in
our units.

Section 754 Election

We have made the election permitted by Section 754 of the Code. That election is irrevocable without the consent of
the IRS. The election will generally permit us to adjust a unit purchaser s tax basis in our assets ( inside basis ) under
Section 743(b) of the Code to reflect his purchase price. This election does not apply to a person who purchases units
directly from us, but it will apply to a purchaser of outstanding units from another unitholder. The Section 743(b)
adjustment belongs to the purchaser and not to other unitholders. For purposes of this discussion, a unitholder s inside
basis in our assets will be considered to have two components: (1) his share of our tax basis in our assets ( common
basis ) and (2) his Section 743(b) adjustment to that basis.

The timing of deductions attributable to Section 743(b) adjustments to our common basis will depend upon a number
of factors, including the nature of the assets to which the adjustment is allocable, the extent to which the adjustment
offsets any Section 704(c) type gain or loss with respect to an asset and certain elections we make as to the manner in
which we apply Section 704(c) principles with respect to an asset to which the adjustment is applicable. Please read

Allocation of Income, Gain, Loss and Deduction. The timing of these deductions may affect the uniformity of our
units. Please read ~ Uniformity of Units.

A Section 754 election is advantageous if the transferee s tax basis in his units is higher than the units share of the
aggregate tax basis of our assets immediately prior to the transfer. In that case, as a result of the election, the transferee
would have, among other items, a greater amount of depreciation and depletion deductions and his share of any gain
or loss on a sale of our assets would be less. Conversely, a Section 754 election is disadvantageous if the transferee s
tax basis in his units is lower than those units share of the aggregate tax basis of our assets immediately prior to the
transfer. Thus, the fair market value of the units may be affected either favorably or unfavorably by the election. A
basis adjustment is required regardless of whether a Section 754 election is made in the case of a transfer of an interest
in us if we have a substantial built-in loss immediately after the transfer or if we distribute property and have a
substantial basis reduction. Generally, a built-in loss or basis reduction is substantial if it exceeds $250,000.

The calculations involved in the Section 754 election are complex and will be made on the basis of assumptions as to
the value of our assets and other matters. For example, the allocation of the Section 743(b) adjustment among our
assets must be made in accordance with the Code. The IRS could seek to reallocate some or all of any Section 743(b)
adjustment allocated by us to our tangible assets to goodwill instead. Goodwill, as an intangible asset, is generally
either nonamortizable or amortizable over a longer period of time or under a less accelerated method than our tangible
assets. We cannot assure you that the determinations we make will not be successfully challenged by the IRS and that
the deductions resulting from them will not be reduced or disallowed altogether. Should the IRS require a different
basis adjustment to be made, and should, in our opinion, the expense of compliance exceed the benefit of the election,
we may seek permission from the IRS to revoke our Section 754 election. If permission is granted, a subsequent
purchaser of units may be allocated more income than he would have been allocated had the election not been
revoked.

Tax Treatment of Operations
Taxable Year and Accounting Method

We use the year ending December 31 as our taxable year and the accrual method of accounting for federal income tax
purposes. Each unitholder will be required to include in income his share of our income, gain, loss and deduction for
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our taxable year ending within or with his taxable year. In addition, a unitholder who has a taxable year different from
our taxable year and who disposes of all of his units following the close of our taxable year but before the close of his
taxable year must include his share of our income, gain, loss and deduction in income for his taxable year, with the
result that he will be required to include in income for
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his taxable year his share of more than one year of our income, gain, loss and deduction. Please read  Disposition of
Units  Allocations Between Transferors and Transferees.

Depletion Deductions

Subject to the limitations on deductibility of taxable losses discussed above, unitholders will be entitled to deductions
for the greater of either cost depletion or (if otherwise allowable) percentage depletion with respect to our natural gas
and oil interests. Although the Code requires each unitholder to compute his own depletion allowance and maintain
records of his share of the tax basis of the underlying property for depletion and other-purposes, we intend to furnish
each of our unitholders with information relating to this computation for federal income tax purposes.

Percentage depletion is generally available with respect to unitholders who qualify under the independent producer
exemption contained in Section 613A(c) of the Code. For this purpose, an independent producer is a person not
directly or indirectly involved in the retail sale of oil, natural gas or derivative products or the operation of a major
refinery. Percentage depletion is calculated as an amount generally equal to 15% (and, in the case of marginal
production, potentially a higher percentage) of the unitholder s gross income from the depletable property for the
taxable year. The percentage depletion deduction with respect to any property is limited to 100% of the taxable
income of the unitholder from the property for each taxable year, computed without the depletion allowance. A
unitholder that qualifies as an independent producer may deduct percentage depletion only to the extent the

unitholder s average daily production of domestic crude oil or the natural gas equivalent does not exceed 1,000 Bbls.
This depletable amount may be allocated between natural gas and oil production, with six Mcf of domestic natural gas
production regarded as equivalent to one Bbl of crude oil. The 1,000-Bbl limitation must be allocated among the
independent producer and controlled or related persons and family members in proportion to the respective production
by such persons during the period in question.

In addition to the foregoing limitations, the percentage depletion deduction otherwise available is limited to 65% of a
unitholder s total taxable income from all sources for the year, computed without the depletion allowance, net
operating loss carrybacks or capital loss carrybacks. Any percentage depletion deduction disallowed because of the
65% limitation may be deducted in the following taxable year if the percentage depletion deduction for such year plus
the deduction carryover does not exceed 65% of the unitholder s total taxable income for that year. The carryover
period resulting from the 65% net income limitation is indefinite.

Unitholders that do not qualify under the independent producer exemption are generally restricted to depletion
deductions based on cost depletion. Cost depletion deductions are calculated by (1) dividing the unitholder s share of
the tax basis in the underlying mineral property by the number of mineral units (Bbls of oil and Mcfs of natural gas)
remaining as of the beginning of the taxable year and (2) multiplying the result by the number of mineral units sold
within the taxable year. The total amount of deductions based on cost depletion cannot exceed the unitholder s share of
the total tax basis in the property.

All or a portion of any gain recognized by a unitholder as a result of either the disposition by us of some or all of our
natural gas and oil interests or the disposition by the unitholder of some or all of his units may be taxed as ordinary
income to the extent of recapture of depletion deductions, except for percentage depletion deductions in excess of the
tax basis of the property. The amount of the recapture is generally limited to the amount of gain recognized on the
disposition.

Because depletion is required to be computed separately by each unitholder and not by our company and because the
availability of the depletion deduction depends upon the unitholder s own factual circumstances, no assurance can be
given to a particular unitholder with respect to the availability or extent of percentage depletion deductions to such
unitholder for any taxable year. We encourage each prospective unitholder to consult his tax advisor to determine
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Deductions for Intangible Drilling and Development Costs

We may elect to currently deduct intangible drilling and development costs ( IDCs ). IDCs generally include our
expenses for wages, fuel, repairs, hauling, supplies and other items that are incidental to, and necessary for, the
development and preparation of wells for the production of oil, natural gas or geothermal energy. The option to
currently deduct IDCs applies only to those items that do not have a salvage value.

Although we may elect to currently deduct IDCs, each unitholder will have the option of either currently deducting
IDC:s or capitalizing all or part of the IDCs and amortizing them on a straight-line basis over a 60-month period,
beginning with the taxable month in which the expenditure is made. If a unitholder makes the election to amortize the
IDCs over a 60-month period, no IDC preference amount will result for alternative minimum tax purposes.

Integrated oil companies must capitalize 30% of all their IDCs (other than IDCs paid or incurred with respect to
natural gas and oil wells located outside of the United States) and amortize these IDCs over 60 months beginning in
the month in which those costs are paid or incurred. If the taxpayer ceases to be an integrated oil company, it must
continue to amortize those costs as long as it continues to own the property to which the IDCs relate. An integrated oil
company is a taxpayer that has economic interests in crude oil deposits and also carries on substantial retailing or
refining operations. An oil or natural gas producer is deemed to be a substantial retailer or refiner if it is subject to the
rules disqualifying retailers and refiners from taking percentage depletion. In order to qualify as an independent
producer that is not subject to these IDC deduction limits, a unitholder, either directly or indirectly through certain
related parties, may not be involved in the refining of more than 75,000 Bbls of oil (or the equivalent amount of
natural gas) on average for any day during the taxable year or in the retail marketing of natural gas and oil products
exceeding $5 million per year in the aggregate.

IDCs previously deducted that are a
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