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On May 23, 2014, Mr. Koehler and the other holders of Series B Cumulative Convertible Preferred Stock ("Preferred Stock") of Pacific

Ethanol, Inc. entered into an agreement with Pacific Ethanol, Inc. to, among other things, settle an outstanding obligation through

payment in shares of common stock of Pacific Ethanol, Inc. of a portion of the accrued and unpaid dividends on the Preferred Stock. The

(1)

negotiated price of the common stock to be issued to Mr. Koehler and the other holders of the Preferred Stock was $12.16 per share,
which was the closing price per share of Pacific Ethanol's common stock on The NASDAQ Capital Market on May 21, 2014, the day

immediately preceding the commencement of the offering. On May 28, 2014, the transaction closed and Pacific Ethanol, Inc. issued, and
Mr. Koehler acquired, 864 shares of common stock of Pacific Ethanol, Inc. in satisfaction of $10,500 in accrued and unpaid dividends on

the Preferred Stock.
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